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STATE OF ALASKA
1995 LEGISLATIVE SESSION

FISCAL NOTE
HILL NO. _CSS1U4S1KLSJ_

Revision Dato: _____________________________________________________  Department Allotted: Administration
I  'tie: , An Act ro'at»nq to contrbulions and txmofits...-*____________  DRU. Eiflflfl&a__________________________
______________________________________________________________________  Component: Fmanco__________________
Sponsor: Sanaio f  inance__________________________________________ ______________________________________________
Requestor: _________________________________________________________  COMPONENT SERIAL NO. _£2______

EXPENDITURES REVENUES:__________________________  (Thousands uf Dollars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01

| PERSONAL SERV ICES 
' TRAVEL 

CONTRACTUAl 
SUPPLIES 
EQUIPMENT 
LAND « STRUCTURES 

• GRANTS. CLAIMS
v is c f l ia n e o u s

19.1 19 1 19 6 ? H no On

t o t a l  o p e r a t in g 19 1 t9 1 196 9 8 0 0 0 0

CAPITAL EXPENDITURES 0 1 0 0 0 n 0 1

1 CHANGE IN REVENUES I  1 _ I 0 ! 0 ! 0 g 1 0 i

FUND SO URCE: rTh(■-unarms of Dci' u*.)
1002 Federal Poco pts — I 1

! 0C3 GF Match
tco s GF 19 1 19 ! . 196 ■»9 0 Q 0 0 1
»0C5 GF.Prog'am Pococ’s
1006 GFiMHTIA 1
Q T H f R 1 1TOTAL 59 * 10 ? 10 r, Q 3 O H 0 0  1

Estim ate ot any currant year (FY 95) cost: 
^OStTJQNS:________________ _______
FULL-TIME 
PART-TIME 
t e m p o r a r y _

1 1 I •

ANALYSIS: (Arac- -i ser vx'o &ago r f t t n t iv y  )

&v attached.

P-wed try Poe W w  Praaor 
Cenwn rT <«

Af<ycvcXJ by Comm:
Ctcjactr-

I>0001 Vi > 2<li ( _ /-•i/a I t j L »
:  *  Admnirraran 1_____________ /\
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FISCAL NOTE
STATE OF ALASKA

1995 LEGISLATIVE SESSION
BILL NO .CSSB t .a  < riLS

Tho Di.vini.on of Finance io responsible for verification of employment history and processing 
of termination pay for all ntato omployoon. Thio includon verifying tho length of employment, 
accounting for all leave without pay during the entire employment with tho ntato and determining 
salaried for the throe highont years. Final and terminal leave pay must bo procooood in 
accordance with contractual agroemontn.

with implementation of a Retirement Incentive Program fRIP) the workload fcr those function# 
would bo Significantly increased and additional support will bo required b y  tho D »vision of 
Finance to meet processing doadlinno. It in estimated a half time Accounting Technician I w;i: 
to needed in FY 96, 97 and 90 and the first half of FY 99 to accommodate the additional workload 
generated by tho program.

Accounting Technician 1,

FY 96 FY 97 FY 98 FY 99

Range 14 A half time 
Range 14 U half time

19 .1
1 9 .6 9 .8

t. f u k r g i i  I MUM I M W  < VMM IIIA r** } •> :



POSITION INFORMATION HAS BEEN UPDATED AND FUNDING HAS BEEN UPDATED.
04/18/95 Position Information Inquiry/Update

Position: 02*02#167 Project: 0
Component: 02*95*04-04-00-00 Region:
Scenario: 2 FY: 96 COLA X =  07000

Salary Costs: 
Benefits Costs: 
Total Costs:

13.968.00
5.083.57
19.051.57

08:05:01

Actuals not available (Status: UNKNOWN ) | Retirement Code: A

00/00/00
0

Step: A for 6.0 months & Step: 3 for 
Merit Date: use merit defaults? N ( 0.0 0
Class/Sched Prefix: 2 Schedule: 2A
Bargaining Unit: GG Range: 12
Location Code: AWA Place: JUNEAU
Job Class Code: P1210 Title: ACCOUNTING TECH I
Seasonal Indie.: P

0.0 months (total: 6.00 
& 0.0 0 
(actual: 
(actual:

Typo:

Optional Override Salary Rates:
Monthly Rate: 0.00 for 0.0 months 4 rate of 0.00
Hourly Rate: 0.00 for 0.0 nonths Frozen at this rate? (Y/N):

for 0.0 months
N

Press ENTER to update record: enter # or use PF key to go to another screen: 
i°Premuim pay info 2“Fundmg into 4-Code Translations 6'Calculations 
/^MiSC NEW POS DATA 8«0etai1 Report I2«Exit w/o update Selection: 0



PRESS ENTER TO CONTINUE
04/18/95 Personal Services Cost Calculations Detail 08:05:07

Position: 02*02#167 Project:
Component: 02-95-04-04-00-00 Region:
Scenario: 2 FY: 96 COLA V  ,

<% .

0 Salary Costs: 13.968.00
Benefits Costs: 5.083.57

0.000 C.O.L.A. Costs: 0.00
Total Costs: 19.051.57

Schedule: 2A Range: 12 Step: A & Extra Step: 
Monthly Base Rate: 2328.00 & Extra Rate: 0.00
Base Hourly Rate 0 162.50 Hours Per Month: 14.33 ( FROM SALARY SCHEDULE ) 

( FROM SALARY SCHEDULE )

Salary: for 6.0 months 
Annual Pay- 13.968.00 
Premium Pay* 0.00 
Totals- 13.968.00

Benefits:
SBS-
Medicare* 
Retirement* 
Variable- 
Short •term* 
f lxed Ben.-

Est. cost 
856.23 
139.68 

1.966.69 
821 31 

0 00 
1.299.66

COLA
0.00
0.00
0.00

COLA
0.00
0.00
0.00
0.00
0.00

N/A

& for 0.0 munths 
0.00

0.00

COLA
0.00

0.00

Total
13.968.00 

0.00
13.963.00

Seas. Ind.* P Barg. Unit* GG Ret. Code* A 
SBS rate- 0.06130 * salary: max- 3861.90 
Med rate- 0.01000 * salary; max- 99999.99 
Retirement rate 0.14080 * salary
Variable benefits rate 0 058800 4 salary
Nonperm benefits rate 0 000000 * salary
6.0 months 0 433.220 & 0.0 0 0.000 /2



FISCAL NOTE
STATE O F  ALASKA

1995 LEGISIwVTIVE SESS IO N
H ILL  NO. CSSB l«J8(KLS)

Revision Date _____________________________________________
'■lie An Act relating to contributions and benefits in the 
‘cachcrs retirement system and m the public employees
Sponsor Senate Finance Committee_______________
Requestor __________________________________________________

EXPENDITURES/REVENUES:

Department Effected Administration
9RU Retirement 4 Ber.pf !•;
Component Retirement 4

COMPONENT SERIAL NO. v L

(Thousands ot Delia's)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FYOO FY 01

PERSONAL SERV ICES 835 5 835 5 635 7 527 7 527 7 527 7
TRAVEL 60 0 6 00 55 0 52 0 52 0 52 0

j CONTRACTUAL 1 536 9 931 8 923 9 523 9 923 9 923 9
, SUPPLIES 20 A 5 1 3 9 3 9 39 39

EQUIPMENT 186 0 0 0 0 0 0 0 00 00
LAND 4 STRUCTURES 00 0 0 0 0 00 00 00
GRANTS. CLAIMS 0 0 00 0 0 00 00 00
MISCELLANEOUS 00 0 0 0 0 0 0 00 00
TOTAL OPERATING 2 630 8 1 33? A 1 618 5 1 507 5 1 507 5 1 507 5

CAPITAL EXPENDITURES 0 0 0 0 0 0  I 0 0 00 00  l

CHANGE IN REVENUES f 1 J 9 9 1 9 0 0 0 9 9  1 9 9  I 0 0  1

FUNO SOURCE (Thcusardsof Dc'ijrs)
1C02 Federal Receipts 90 0 0 0 0 0 0 0 0 00
t003 GF Match 00 0 0 00 0 0 0 0 00
KXWGF 0 0 0 0 00 0 0 0 0 00
tCCS GF/Program Receipts 00 0 0 0 0 0 0 0 0 00
tC06 GF/MHTlA 0 0 0 0 0 0 00 0 0 00
OTHER 2 638 8 t 032 A 1610 5 1 507 5 1 507 5 1 507 5

( t o t a l

IsU r. _ *.“ 32 a t 618 5 1.507 5 V597 5 1.507 6

Estimate cf any current year (FY 95) cost, .reio

FULL-TiME to 10 10 10 10 10
PART-TIME 0 0 0 0 i 0 9
TEMPORARY 9 9 3 9 1 9 0

. ANALYSIS: (Attach a separate page rf necessary )

The actuarial costs to participating employers duo to tho retirement incentive program are to bo part up front and no 
additional costs lo tho systems ore anticipated An admmotralrvo charge for prirt.crpotmg employers *s-1 cover tho 
•ncreased costs of odminetennq tho program

The cost as a p jrcnnl cf salary for P E R S  and T R S  wrnployoes fust hue j after Match 3t . 1566 is estimated Jo be 5 5'.. 
P ’oav* refer to the attached graphs tor a complete oiplarufcon

t'*or -»rc>o ty £eigj]_F 
.'.■vruon  Hrtwnwil &

Approved Vi Conwmu«n«r 
Aqê ev

ftr . 31*6
PREPARER TO PROVrCT A ll  C»5TBrQUTK>N C C P f.S  TO GOVERNOR'S lE G S l ATrvE O ff CE 

For Nrihe* m tndvlon  rdormasio n  c*» the Oo.ernor % i r g iU M  Ortmi
P*Jt 1 ol _j(_



STATE OF ALASKA
1995 LE fJ IS LA l IVE SESS IO N

F ISCAL NOTE
H ILL  NO. CSSB IJ 8 (K L S)

ANALYSIS (t intinucd)

Tlws bill creates a retirement inccntr/o program for tho Pubic Employees' (PERS) and Toichars' (TRS) Retrremcnt Systems 
o addition, it allows for separation bonuses for state employees. Authorization of a RIP for Stato employees could bogm as 
•arty as Juno 30. 1995 or as Into as Juno 30.1998 RIP eligibility periods for stato employees would bo designated by tho 
3ommfi.s*>nor of Administration R.'P window periods would last from 30-80 days The University of Alaska may adopt a RIP 
jefwocn Juno 30. 1995 and Juno 30. 1998 Participating PERS political subdivision employers may adopt a R!P between 
October 31. 1995 and Cclobor 31. 1996 Active PER S  and TRS members could retire on an accelerated basis with an 
ncreased benefit under the following conditions at age 47. if vested; with 17 years of service as a qualified peace officer, 
io fighter or teacher, cr with 27 years of credited service in tho PERS Before qualifying for .in accelerated benefit, however, 

•ho member must pay a lump surn indebtedness payment or take an actuarial reduction from their lifetime benefit for the 
ndetitednoss amount

.Vo estimate that ten permanent employees will bo needed to manage the operations of the program and increased service 
temnnds into the future Nine long-term non-permanent employees will also Ce needed ever the noil two fiscal years, with 
hroo of those to remain for tho third fiscal yoar. Personnel will handle increased counseling, address and boncficiary 
mangos, account mainlonanco. and other services Subsequent increases in tho number of retirees will necessitate 
ncreased permanent employees to handle Iho increased demand for information and services

.Ve estimate that we will need to increase our normal number of counseling trips by 17 tnps over tho noil rwo fiscal years 
•o assure that meinbcis and employers understand tho options and requirements ol the programs

'h is bill also creates a thud tier m tho PER S and TRS Tho maior p<ovruons of the third tier will 1) lower tho employee 
ontnbutnon rato. 2) increase tho sconce based retirement roquuoments. 3/ set tho benefit multiplier at one and one-half 
erccnl fcr all yca.^ of sorwcc.m 4 )  makes dependent medical coverage puchasable by the retiree. 5) clun-nates the 66 2/3 
is! survivor option, and 6) eliminate* Iho Level income Option fcr PERS

•-'Twevcr. the txjgest change ts that tier throe, mandatory for stato of A)aska jnd the University of Alaska, a  elective for ail 
.•her employers Also, when detormmiog employer contribution rates, tier one and fwo w i bo determined separately from 

* or three Previous changes to tho retirement systems have been mandatory

The total estimated admmntNitrvo cost to the drvtion by fiscal year is as follows



STATE O F  ALASKA
1995 LEG ISLA T IVE  SESS IO N

F ISCAL NOTE
H ILL  NO. CSSB NSiRLSJ

PERSONAL SERVICES
FY 1996

FY 1996 FY 1997

1 Analyst/Programn.or IV S 62.4
2 Accounlant III 1172
2 Retirement A Benefits Spoc II 1172
2 Retirement A Benefits Sf.ec 1 1030
1 Accounting Tech 1 455
2 Rotiromont A Benefits Teen II 824
4 Retirement A Benefits Tech II (NP) 1453
3 Accounting Clork III (NP) 1008
2 Admin Clork 1 (NP) 58 2
TOTAL FY 1S9G COSTS ...........................

FY 1997

1 Analyst/Programmer IV $62 4
2 Accoun:ant III 1172
2 Retirement A Benefits Spoc Ii 1172
2 Retirement A Benefits Spec 1 1030
1 Accounting Tech 1 4b 5
2 Rotiromont A Benefits Tech 11 82 4
4 Retirement A Benefits Tech II (NP) t4t>6
3 Accounting Clerk III (NP) ICO 8
2 Admin Clerk 1 (NP) J U

S33S5

TOTAL FY 1997 COSTS S535 5

FYJ993

1 Analyst/Programmer IV S 62 4
2 Accounlant III 11/2
2 Retirement A Benefits Spec II 1172
2 Retirement A Bo re  fits Spec 1 103 0
1 Accounting Tech 1 45 5
2 R> tiroment A Benefits Tech II 92 4
2 Ri irement A Benefits Tech I (NP) 7 4  4
1 Accounl.ng Clerk 1 (NP) 219
TOTAu FY 1998 COSTS

FY 1998

5527 7

J . *  <



F ISCA L NOTE
STATE O F  ALASKA

I'>95 LEG ISLA T IVE  SESS ION
B IL L  NO. CSSB 148 (RLS )

TRAVEL
Traveling to vanous locations throughout tho state
lo counsel prospective retirees and grve seminars S 60 0 S 60 0 S 55 0

CONTRACTUAL
Communication (Tolephono. Postage) 23 4 23 4 190
Actuarial Services 240 0 240 0 240 0
Computer System Upgrades 600 0 00 00
Legal Sorvicos 1100 1100 1100
Audit Services 40 0 40 0 40 0
Lease Space 500 0 500 0 500 0
Mainframe Computer Timo 150 150 11 5
Software Maintenance 5 1 0 0 00
TrnmingiRisk Management 3< 3< 3.*
TOTAL CONTRACTUAL 1.536 9 931 8 923 9

SUPPLIES
Office Supplies. Calculators, software 20 4 5 1 39

EQUIPMENT
Computer Workstobons 66 0 CO 00
File Cabmets (10) 40 00 00
Cffico Chairs (17) 102 00 0 0
FAcrofichc Viewers (17) 102 00 00
Office Workstations 500 00 00
ComputeriNctwork Printers 120 00 0 0
Computer Network Upgrades 214 00 00
Telephone Unit (17) _LSU _JLfl

Total Eqippmonl i f l l f l -JW S J
TOTAL OPERATIONS COST S2 638S St.832 4 s i 5185

The retirement fec.irvcwns. rebrement *.peoalrttv accoun&rvg fechncuns and nccourtng cktfVs n*<*j constant i k c m  
*o tho P ER S  and TRS computet ffes Wo do not have any eicess torrr.mats. rrjc/of<r ** w w er*. ot ca>cu'dtcn Our 
i (tJC T̂'ent toque? j wvl our rqupmcnt rn ><<-}’. lor the duration ol thus program We propoft r the putch o» personal 
omputors to tv used as termmats Cecairvi they w»ll tx? compabWe wth the dvr-on \ -cal. tea r ofrrork

•We .ire also piopnejng the purchase ol ?*o Add&onal computer printers The previous P • s put .1 great demar.;j cn ou 
em&ng prntces and we were always *i a state ot tMC*i>; Cur current day to day printer ne*J» maivnwe the capachr ot 
jut emang pmtcrs Alter comparing the ccr J  ol leaung printer* for rwo y r .v v  coupled w*h . u  m si.03 r.eed*. putC-iavng 
nea printers ivcuVJ t*» more cost effect**

AJI .’rvnr.trat%e costs ol the program *viJ |>n pad n advance try parftdpatng employer* as 'equrfed ty the t*r»

F uPdeig Source B/eakdown for FY j 996.

1 0 2 9  P E R S  5 1 451 3 
1034 TRS K U 5L 5

s : 638 a

t - a g t  * J  4



S T A T E  O F  A L A S K A  T R S

TIER 3 PLAN PROVISIONS 
COMPARISON OF TOTAL EMPLOYER CONTRIBUTION HATES 

(% of Pay)

I f ►*
t:

I •
•1 ij! j V * '

I
‘ i• i

r

I I'jI
•• t f s t ’4
••

i11 * I *
• i* vit - y

k l i V .

FY20

SOM I Hr
£ ; ’.j Cunont IR S 1 | Tici 3



S T A T E  O F  A L A S K A  P E R S

TIER 3 PLAN PROVISIONS 
COMPARISON OF TOTAL EMPLOYER CONTRIBUTION RATES

(% of Pay)
1 G7o

t g j  Curionl PERS | ') lior 3
SUM 1P3»



F IS C A L  N O T E
STATK OF ALASKA

|V»5 I.K filSLA  11VK SESSION
IIII I NO. (.SSI! U H (M N>

9*LS0*94I\C (4/11/95)

-  r/»*»co Date _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
' •'* An Act ttmbm to tieV*»o 'flgjgr:;cr.c Atfafl____
*; UlixSL?.^£f2T£«JflLttH* n r^ .t-T ftn r* *
itcntct _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
•»«v«to« S^aie f>na"c« C<yr?-?.»c

Department Aifccico *4-■*<*■ y y
Comjxneftf R i  9**'?**?

COMPONENT SERIAL .NO -<

f XPE NOIT UR ES/RE VENUES l^xirMAtft o»Cc4.m»
operating  expenditures FY 96 FY 97 FY 98 FV 99 FY00 F Y 01

* PERSONAL ser v ic es X » ? X 9 ? x o : 300? i x o : 309?
•ravel CO 00 00 0 0 j 3 0 00
contractual T6fl ? 7<V, A r fA 4 *<*•* I W) 4 *V5 4
supplies /? 1 1 t a T9 • * 9 te
: cupm en t v ; 00 00 00 00
.ANO ^STRUCTURES 00 00 00 3 0 i 00 00
jffANTS. CLAIMS 00 00 0 0 00 ' 00 00
V bCCLL/?.:~"S 00 00 no 0 0 00
total o peratin t ? ’ S9 11 1 0// i • o?r a t 0.*? 4 ? 0 ? 7 4 t or? 4

capital EXPEVDITURTS 00 0 0 ! 00 i oo i 5 0 00

CMANGEINREVENUES I 1 3 V 1 _ 05 00 i * :  i . : :  1 00 I

f UNO SOURCE • T*‘.Otft*r«S4 *1 r-r.i.a't
'7 .J R cc*-ct'- CO 1 00 00 o : i 00 00
*CC3 OF MatcN *3 1 00 00 :  o 00
TC04GF 00 00 00
* CCS Gf <1*1 C*}’j  rrt Q+iV't*t 00 00 CO 1 0 0
•COJGEiMMTiA 00 00 00 a oc 1 000Tk*fP • •*-* 9 ior? * • jr.* 4 i err 4 • :r r  4 i i or* 4
T0»AL • " « !  I • or.* a • j ,* r 4 \ *  4 •’ ** 4 ! . . . . .

Etttmalf ot a/w cu*t*«f i«a# |FY 93) cot I J ;e*o
P0SITKXS
rULTiMt • *1 «9 1 ♦W •
••art.Time
Tf UOQPAjRY

A N A L Y S I S  | t . ' ! * C , > a  « { * ♦ ' » ' «  . * * } »  ^ j . r »

fT'tatl Jo »•* tlMCOrtXkAO^'tlet &*• Pvti»<c EmfAcvo-. RoVj«<r.c-4 5 * { . «  C| « v |r«  "'V<« | ContAtaAO'i 
i' j.i 4'« 10 «r<.'r?;.n ■»■«•<!•»<» r*> |1 14 Mtffl HN> elicit ©I I**"** * * •> | i>r ‘e iw  IcUt ti&f
• lOOA- faAOrf** ■ ’.PO ■ fw'̂ 5 ft p)$n 4 A »C< ftMlUftl itvlim.tlctj *Hp*Cl P ■ ?K..H wt:«9v » Mko >
tiMtNM otfmrillirncf'

f  •$*» t- j t y  A ^ i« rt i S * ar a**? soî o

V*r»fr£^. /. l i lc  /-! j (  l \ y  J ' & I *
U'»___

««•. O’ M
W t l ’ARI a *oP'14-0'-. ct A*;C<5*R'M>.U'!. ,*< CcillCS »• -off *N,W'iu  .' ' K l

# « *  N r * !* * *  » l V-* .. * | .C .* .o n *  P, ^ l i ;»

^+9* _I **



HSCAI s o n

STATI O l Kl ASKA
1995 LEGISLATIVE SESSION

DIM. NO. CSSB HX(MN>
9-LS0-94OG (4/11/95)

ANALY3IS (continued)

This Ik I set; up ;i defined contf Lufcon rct.emeM  plan (DCRP) for all stale employees first h«red on or afler January 1. 1999 l| 
afco atovc po'.ty.il suUV.tyons CrxJuOnj sc to *  tScinet.) and p u tx  organizations lo voluntarily elect to paOopate m the DCRP 
'ot tn«vr nmprcynes first hued on or aftnr January I. 1999 *» lieu ot parbopabng in mo Pubfcc Employees (PLRS) or Teachers' 
TRS) Rotrrcmeni Systems The new DCRP veil tx? adrrunntered Cry the Department of Administration wrth the AJaska Slato 

Pens*)n Investment Board (ASP'Q) homing fdunary responvt>Wy for investments Under tho Wl. Iho TRS will continue as a 
jfnwrvj system wtrt new entrants ailcwed after January 1. 1999. the PERS ve.1 become a cfcse<j system wtti ng new entrants 
»lowed after January 1 1959 Under me OCRP both She employee and employer wit contribute 7 5 S  of compensation to a 
•element account

wJmon&aVea ccr&  associated * ’h the DCRP include seven employees who w  l t>e responsible for cotlcctng and t/anyrutLng 
contntubons. audArvj accounts and c o u n s e l  members on their benefit payout options and aufhcormg benefit payments 
uocordkeetwvj for investment optens wfl t>e harvped b/ an outsxlo record*coper

The tc*ai estimated adnunfstratve cost to the dvrvon by fiscal year rs as follows

FV 1999 FY 1997 FY 1999

PERSONAL SERVICES

1 Accountant !V 
1 Accounlrv; Tech H 
I Retoem ert 4 Bene'**. Tech I 
1 Accc^nusg Tech I 
t R etrem er! 4 0ene*M Tr h ;*i 
t Acccvinioj Clerk :a 
1 A<jmifi Clerk I 
TOTAl Fv 1999 COSTS

S «  7 
45 5 
45 5 
41 2 
41 2 
37 1 

J2Q
S309 2

Q L‘52Z

1 Accountant fy 
! Tech li
1 P»{rtm *r| 4 R«rvc*es Tech I 
1 A ctcvntn 'j Tech I 
1 WeiKr^erd 4 Bene'c* Tcrh ’i 
f Aco^ning Clerk :i 
I Ad/tm Clerk il
TOTAL F < 1997 COSTS

iW  7 
45 5 
45 5 
41 2 
41 2 
37 1 

J 2 .9
53C32

f j  199$

1 Accountant PJ 
1 A c c rv ite v ) Tech 1 
f Rrtfenvefit 4 Renvftts Tê hlCl 
• • *«r» t
I ReW W.-4 /. t; * • . » . !
1 Acco/-tmj Clerk ui 
i Ai^in Clerk I 
TOTAL f y  f998 COSTS

$94 7 
45 5 
45 5 
4 1 2  
4 1 ;  
37 1 
320

S1C9 2



STATE OF ALASKA DILL NO. CSSD N SfFISlo
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total o p e r a t e s  COST s: 158 8

a fMnw rc5»<*me« tyitcm vrtlKm an impact on tho futu»e ompOITi conrnbution i.itci of the PERS and "RS Tho 
.ittect ot ktu tn j PEPS lo now entrant M3 C* an nyr^w* <n tho FEPS cons£u$on /«»!o ovci tho shod tcifn a? PER S wiafkct 
:oc‘<no The ovrfaU ttalc COnbfcuttxn «i the long toim howCVCf. *«■! Ooticate at tho nomtof of rai’xtpar t* « tho QCRP
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SO MX • Defined Conlnbuiioii Plan 
ADDITIONAL COSTOVER CURRENT PERS

VEAR

Employer Hate 
(Defined Conlnbntion 

Plan A  PERS) Con <5 mil i
Employer Hale

(PERS) Con (5 mil >
AdJnion.il 

Con (S mil j
199$ 13 07*; S7I 3 12X2?; $70 0 SI 4
ITO 11 36% 572 9 12 11% 56o 3 56 7
1997 13 82% S75 4 1176?; $64 2 511 2
199* 13 99% $76 4 11 4 9% 562 7 513 6
l*m 1 1 9X% 570 3 112o?; $4.1 5 514 X
2000 13 75% $75 I) i l  o :* ; $4̂ 1 4 514 6
20i)l 13 49% $7) 6 10 9.3% 559 7 5140
:o»>> 11 12% 5716 10X1% 559 0 5126
2003 I2H1% 570 0 10 07% 55X 3 511 7
2004 12 59% S6X 7 10 5X% 557 7 S ll 0
20115 12 32% So7 2 lo 4-r; 557 ; 5100
2«X*. 12 09% Vrf.o io 35% 55*i 5 $9 5
2007 11 69?i 563 X 10 11% 156 3 57 5
2<X>8 11 37?. 562 2 io :? • ; 554.0 56 1
2 009 11 16% 5<4I9 10 24% 5 '0
2010 10 92% $6) fi 10 21% $5* * 53 9
2011 10 79% 5<X 9 10 13% $55 3 5*0
2012 lo 52% 55? 3 10 21% 5*3 7 $1 *
2013 10 2 V . $«#. 1 10 27’* ; $56 0 So 1
2014 1007% 555 o io n % $6 , 1 • 51 4)
2015 9 91% $54 J 10 i<% 5 <4, * <52 o)
2o|«. 9 69% $52 9 10 3o% $'4. 5 i$3 7>
: o r 963*W $52 6 10 47% 557 | iS4 6)
:o ix 9 48% $51 ' 1<I 54% s r  * (55 X)
2019 9 31% $50 * io w i ' ; sv<: <57 J |
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May 1 ,  1 9 9 5

TO: T. Cramer

FROM: Norma Strickland
Senate Finance Committee Sec'y 
Ext. 9935

SUBJECT: CSSB 148 "U" Vorcion

Tho following Amendments are needed tor tho final:

1) March 1 changed to March 31 throughout document and on page 
19, lino 8.

2) Pago 18, line 4, after the word "employees" insert:

"as part of a permanent reduction in the personal services
costs in that section."

3) Page 24, Lino 8, after the word "research" insert:

"and does not entitle the individual to receive retirement,
health, or leave benefits, except social security replacement 
if required by IRS code."

If you have any questions, please feel free to contact me. The CS 
is required as soon as possible. (I had to add that —  yuk)

Thank you,

Norma
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SENATE FINANCE 
COMMrrTEE

Amendmeni Number:/h * * ' '
Bill Numbor: s / i  /Y &
SponscrAA r//y>i Data: s /  / ' /  i f  
loggod In By: y f i j , '_________

f y  ' Amendment

TO: C SSB  UK (FIN) By R. Phillips

fS  V
Pace L ine/, alter the ward "employees' insert:

.is pun ot a permanent reduction in the total number nt tmif-

- i »« ̂  * /- i- v A —Z>5

/7r/> amendment ties the retirement incentive program to permanent reductions in 
employees as ixelln\ i<>\t m inus
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Loggoo in By.
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' j / ' / Y  * ,  A c s  F 0R  SENA TE  B ILL  NO. 148( )
r  **d ~JG J. 4t I

IN THE LEGISLATURE OF THE STATE OF ALASKA  

J V L  A  I N INETEENTH LEGISLATURE - FIRST SESSION
^  3  _ P  y

BY , /  ^ / f * ~
*9 J * i. cf* (-/?,»

OfTerrd: /
Referred:

a * / y
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Spoosons): SENATE FINANCE COMMITTEE

A B ILL  

FOR AN A CT  ENT ITLED  

"An Act relating to contnbutions and benefits In the teachers’ retirement system 

and in the public employees’ retirement system; relating to the supplemental 

benefits system; relating to retirement incentive programs for the public 

employees' retirement system, the judicial retirement system, and the teachers' 

retirement system; relating to separation incentives for certain state employees; 

repealing a provision permitting the National Education Association to participate 

in the teachers' retirement system; and providing for an effective date."

BE IT EN A C TED  BY T H E  LE G IS LA T U R E  OF TH E  STA TE  OF A LA SK A :

• Section 1. AS 14.25.040(a) is amended to read;
(a ) Unless a teacher or member has elected to participate in the optional 

university retirement program under AS 14 40.661 * 14 40 799. a teacher or member 
contracting for service with a participating employer is subject to this chapter. A
K h w l  f e g jld  s h i l l .  t o  r m lu t ig n ^ c lK L ^ J k ib t r .L f l .M H ic t M H  in  ih t  r n iu a io a .m

•i*
Km* Tmxt _'nd*r 1 l n x l  ;ZMUrTKO 7 X X T  3 J U C X m O J /
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1 contnbutions and benefits enacted bv this Act and shall inform the administrator
2 of its decision. F or .K hag lJ joarda in c.\istence on January 31. 1994, the board
3 shaU,in/Qrm the adrmnijt.rator no later <hag j>hruary  1. 19‘M. a school board
4 that comes into existence after January 31. 1996. shall inform the administrator

l
5 ^hcthcL it elects tQ jL < _3_M ic ip a tip g  o r nonpajticipatmg employer. A school
6 b o a rd Jh a l dectt t<? participate in . the reductions may .not later revoke its
7 participation,
8 * Sec. 2. AS 14.25.050(a) is amended to read:
9 (a) ^  [BEG INN ING  JANUARY I. 1991, EACH] teacher ^ho  is first hired

10 on or after M arch L  1996. bv the Department of Education, the University of
11 Alaska, or a participating school distnct shall contribute to the svstem an amount
12 enual to 5,5 percent of (he teacher's base salarr accrued from July 1 to the
13 following June 30. A teacher *h o  is first hired before March I. 19% . or who wM
14 hired bv a non participating school district on or after M arch 1. 1996. shall
15 contribute to the system an amount equal to 8.65 percent of the teacher's base salary
16 accrued from July I to the following June 30. The employer shaJl deduct the
17 contribution from the teacher s salary at the end of each payroll period. The
18 contributions shall be deducted from employee compensation before the computation
19 of applicable federal txses and shall be treated as employer contnbutions under 26
20 U .S.C . 414(h)(2 ).
21 • See  3. AS 14 25.070 is amended to read:

Sec. 14 25.070. CONTRIBUTIONS BY  EMPLOYER. For employees first
hired before March 1. 1996. and for employees hired after that date bv a 
nonpartlcim tin* school district, an (AN) employer dull contnbutc to the system an 
amount equal to the percentage, as certified by the administrator, o f the sum total of 
the base saJanes of all those teachers that is required in addition to teacher 
contnbuuons to provide the benefits o f this chapter for those teachers times the sum 
total of the base salaries paid to those teachers by the employer. For teachers first
lured on or a fa r  M ir th  by Ihc D tp i r tm m  riLEduqtitHL UwLl'n irm itT

30 of Alaska, or i  rmrddpatlne vhoo i district, the Percentage that the employer thall
31 contribute shall be computed under this section with the data that applies to those

; WORK DRAFT WCRX -RAFT WORK I  RAFT
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teachers-
* Sec. 4. AS 14.25.110(a) is amended to read:

(a) Subject to AS 14.25 167. a member .s eligible tor a normal retirement 
benefit if the member was first hired

(1) [WAS FIRST HIRED) before July 1. 1975. has attained the age of 
55 years, and has at least 15 years of credited service, the last five of which have been 
membership service or is otherwise vested in the system;

(2 ) on or after. Ju ly . 1. 1975, and before March 1. 1996. or after 
March 1. 1996. bv a nonparticipating school district has attained the age of 60 years 
and has at least eight years of membership service;

13) before M arch  1, 1996. or on or after that date bv a
nonparticipaliDg school district has attained the age of 60 years, has at least five 
years of membership service, and has at least three years of Alaska BLA service;

l4l on o r a f a r M arsh 1 . L %  ov the o f Ed u c a t io n . Uk

l. niversitv of Alaska, or participating K h ra i district and
i.A) has attained the age of 60 vears and has at least five 

^ a r s  of mcmbenhiD-seryicci or
iB L - ih t ju n i4 ? f .ih t -m t m b < r '3 .a g i.p lm - ih t  n n m tK r '3  y .« n  

of membership sennet equals or excetds 85;
‘.5) before M arch  1. 1996. or on or after that date bv a

non participating school district and [(4)) has at least 25 yean of credited service, 

the last five of which have been membenh.p service;

(6) be fore M arch h  1996. or on or after that date br _a
nonnartleipiting school district and [(5)) has at least 20 years of membership 
service;

(7 ) before M arch 1. 1996. or on or after that date b r_ _ l
n op p ir tk ip it im  school district and [(6)) has at least 20 yean o f combined 
membenhtp service and Alaska BIA service, the last five of which have been 
mcmbcnhip service; or

<Jh teforc - M ir t h  L  I f f l L .g r  an or a f ltr . l i m  d a le  b r _ i
nonoarticlpating school district and [• 1 has. for each of 20 school yean.

WORK DRAFT WORK ZRArT WORK ZPAJT

CSSB 14 *  )



A) at least one-half year ot membership service as a part-time
teacher;

9 ) one full year of membership service as a full-time teacher;
or

O  any combtnauon of service qualified under this paragraph.
• Sec. 5. AS 14 .25 .110<d) is amended to read:

(d ) The monthly amount of a retirement benefit for a member who has paid 
the full amount of any indebtedness is onc-tweifth of the member s average base salary 
dunng any three sch'.ol years of membership service multiplied for members first
h in d

LU before March 1. 1996. or on or after that date bv a
nonpartkipating school district by

lA H ( l )J  two percent of the years of credited service earned 
before June 30. 1990. including credited fractional years, and the years of 
credited service through a total of 20 years; plus

'B ) [(2)1 two and one-half percent of the years o f credited 
service earned alter June 30. 1990. that arc more than 20 years of total credited 
service: or

■ 2) on or after March 1. 199$. bv the Dtp«rtn)em of Education, the 
I'n iytralT of A laska. ?r a M r ig p a t f f lg  x h w L d l f l r i r t  t r  one and one-half pcrcem  
o f  i t K - r c i n  i t  s r n t t t a l  K c r k t -

• Sec. 6. AS 14.25.110(j) is amended to read:
0) For teichcn first hired before March 1. 1996. or on or after that data 

by a n oflg rtitiflltiflg  K h ro l d in r io . in  (AN) actuanal adjustment must be made 
to benefits payable under (d) of this section for early rcuremenL For teachers flr^ 
hired on or after March L  1996. b r the Department of Education, the U n ir tn ttr  
r  f  Alnfcfii nT T non participating school district, the monthly amount ot a 
rrtl r r f ^  hrnHW that would b t d m  under (dl «rf thfa section shall be r r d u c td h y  
multiplying one-half o t ooe percent times the number of months. to th t DCTTMt 
month, by ^hkfa the retirement date of Ihc teacher fills short of the dilC-Qfl 

» h ic h  Ib sd S M sb a. r « r i i a . 6 Q . i m n  a£  a i t i

WORK I P  AFT WORK DRAFT WORK IPA FT
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• Sec. 7. AS 14.25.143(a) is amended to read:

ia) Once each year, the administrator shall increase benefit payments to

!_U eligible disabled members;

12] [. TO] persons age 60 or older receivtng benefits under this system 

in the preceding calendar year;

:.VrP<?mb,gn,*h9,.y.raikH hired before March, I . 1996, or on or 

after that date hv a nonparticipating school district (, AND TO PERSONS] who 

have received benefits under this system for at least eight years and who arc rot 

otherwise eligible for on increase under this section; and

(4) survivon-of members described in 13) of this subsection when 

the member and the survivor have together received benefits under this svstem 

for at least eight vean.

• Sec 8. AS 14.15.143(b) is amended to read:

ib) The increase in benefit payments applies to total benefit payments except 

for the cost-of-living allowance under AS 14.25.142. For members first hired on or 

after March 1. 1996. bv the Department of Education the University «r
•>r a participating school district, the amount of the increase is the lesser of 5Q 

percent of the increase in the cost-of-liring in the preceding calendar vcar or six 

percent. For members first hired before March 1. 1996. or on or after that date 

hv a nonpirticipaliDE school district, the [THE] amount of the increase is a 

percentage of the current benefit equal to

(1) the lesser of 75 percent of the increase in the cost of living in the 

preceding calendar year or nmc percent, for recipients who on July I arc at icast 65 

years old and for members receiving disability benefits; and

(2) the lesser of 50 percent of the increase in the cost of living in the 

preceding calendar year or six percent, for recipients who on July 1 arc at least 60 but 

less than 65 years old or for recipients who on July I are less than 60 years old but 

who have received benefits from the system for at least eight years.

• Sec. 9. AS 14.25.167(a) is amended to read;

(a) Benefits payable under this section are in place of benefits payable under 

AS t4 .2 i.l!0 . 14 25.125. 14 25,155. 14 25.157. 14 25.160. 14.25.162, or I4.25.J64

d ICZLTUa HOT tAACKTTtSl
CSSB l-MK )
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Cpon filing an application tor retirement with the administrator, cr when a disabled 

member becomes eligible for normal retirement under AS 14.25.130(e). the member 

shoil designate the person who is the memocrs spouse at the time of appointment to 

retirement as the contingent beneficiary. However, if the designation of the spouse is 

revoked under (c) of this section, the member may designate a dependent approved by 

the administrator as the contingent beneficiary or may take normal or early retirement 

under AS 14.25.110 or 14.25.125. The administrator shall pay bcncftts under the 

option elected by the member. The member may elect an option that provides that

(1) the member is entitled to receive a reduced benefit payable for life, 

ar.d. alter the members death, the contingent beneficiary is enutlcd to receive 

payments in the amount of 75 percent of the reduced benefit for life;

(2) tha member is entitled to receive a reduced benefit payable for life, 

and. after the members death, the contingent beneficiary is enuded to receive 

payments in the amount of 50 percent of the reduced benefit for life: or

(3) for members first hired before March 1. 19%. or on or after 

that date by a noapanicipating school district, the member is entitled to receive a 

reduced benefit payable dunng the joint lifetime of the member and the contingent 

beneficiary, and. after the death of either the member or the contingent beneficiary, the 

survivor is entitled to receive payments in the amount of 66-2/3 percent of the reduced 

benefit for life.

• Sec. 10. AS 14.25.168(d) is amended to read:

(d) A benefit recipient may elect major medical insurance coverage in 

accordance with regulations and under the following conditions:

(1) a person who is younger than 60 yean of age must pay an amount 

equal to the full monthly group premium for retiree major medical insurance coverage;

(2) a person who is at least 60 yean of age but is younger than 65 

.can of age must pay an amount equal to one-half of the full monthly group premium 

for retiree major medical insurance coverage;

(3) a disabled member or a pcnon 65 yean of age or older ss not 

required to make premium payments;

(4) a benefit rtctoktu fln t hired on or. after-Marsh L

WORK -RA FT  WCRF. 2 RAFT WORK 2 RAFT
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1996. bv the Department of Education. University of Alaska, or a participating 
school district who is electing m ajor medical insurance coverage for dependent* 
eligible under >;d ( 2) o r «3) of this section shall pav the full cost of that insurance.

• Sec. 11. AS 14.25.220(42) is amended to read:
'42) "vested member' or "vested teacher' means an active member who 

has completed either
t'A) 15 years of service, the last five of which have been 

membership service, for a member first hired before July I. 1975:
B) eight years of membership service if the member was first 

hired before March 1. 1996. or on or after that date by a nonparticipatlng 
school district;

' O  five years of membership and three years of B lA  service if 
the member was first hired before March 1. 1996. or on or after that dale 
bv a nonDarticiDatipg_sdiQol district; (OR)

iD ) 12 school years of part-time membership service or 12 
school years in each of which the member earned either part-time or full-time 
membership service; Q£

>E) five years of membership service if the member was first 
hir.rd. 9n ..9 L  a f^ r-M are.h l ,  i?96 , by sht fH p?r9n<n( of., Education,
Uniy^nirL of. Alaska. or a p an k ip itiM  x b w l  district;

• Sec. 12. AS 14.25.220 is amended by adding new paragraphs to read;
(44) 4nonparuciparing school discnct" means a school district that has 

chosen under AS 14 25.040(a) not to participate in the amendments to ih*s chapter and 
AS 39 35 that reduce retirement contribution rates and benefits:

(45 ) "participaling school district" means a school district thai has 
chosen under AS 14.25.040(a) to participate m the amendments to this chapter and 
AS 39.35 that reduce retirement contribution rates and benefits.

• Sec. 13. AS 39 30.150(a) is amended to read;
ia ) In place of contnbutions to the federal social secunty system that would 

have been required on behalf of an employee had the participating employer belonged 
to the social security system, the participating employer shall (CONTR IBUTE ) an

•7*
■ w  . - t J t i  ’A d c r A i g - j  . r c j m o  r r r r  ik k c t t t t d i

CSSB I a *  )
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amount equal to 6.13 percent of the wages of the employee up to the taxable wage 
base then in effect in the social security system as the employee contribution . This 
contribution shall [MUST] be paid into an individual employee annuity account in the 
Department of Administration under the terms of the State of Alaska Supplemental 
Annuity Plan. For em ployes who first become members under AS 39 .35 (public 
employees' retirement astern ) before March 1. 1996. and for employees of 
nonparticiDatlpg employers, the employer [THE. DEPARTMENT] shall pay 6.13 
percent of the wages of the employee up to the taxable wage base 'hen in effect in the 
social security system into the individual employee annuity account established under 
this subsection as the employer contribution. For employees who first become 
members under AS 39.35_on_o_r_aft<r_March. L 1996. except for em ployees of 
non participating employers, the percentage that the employer contributes as \h» 
employer contribution is the percentage that results from subtracting t 
percentage of the employer .contribution for the employee under AS 39,35.250  
from 12.5 percent. This wage reduction shall [MUST] be treated as an employer 
contribution under 26 U .S .C  4 |4 th )(2 ) . All costs of establishing and administering 
the programs established under AS 39.30.150 - 39.30.180 shall [M UST ] be paid from 
the amounts asailable in [CONTR IBUTIONS MADE TO] the individual employee 
annuity accounts under this section. In this subsection, ‘nonparticipating 
s-mpl^cr" h«  the memmg fiven.in.AS 3935,680,

• Sec. 14. AS 39.35.160(a) is amended to read: :
(a) ^  [BEGINNING JANUARY 1. 1987. U C H ]  peace officer or fire fighter 

U first h irri.Q a.9r.a fltJLM if< ;h  1. l?& j?U a r .U » u i an smfitorrt .s L a  

nonpinkip itin i employer, shall tontribaH la lilt re itm  an amount cquai.lo .ig  

tK rttBLaf.U K .raCT ttfflrcr'j .gr flrr fliiitcr a CTtngciwfop i. A g t i«  ofTIcTr.gr 

fire f l ib lir  »tw U .fln i JU rtd L lK fa rt.2 ;U rs iL JL .l^ t or »ho u an cmploYw af.jL

n onw rtk jp * ^ *  employer. shall contribute to the system an amount equal to seven 
and one-half percent of the peace officer's or fire fightefs compensation. Exctn t f o r  
employwa of notm arlitiinUai employers. each (BEGINNING JANUARY  1. 1987. 
EACH ] other employee whfl.i3 [ l n t  hired on or aflcr M arch I, 1 ? ^ .  ihaU 
contribute to the system an amount eoual to five and 9Qr-half , Percent o f Utt

WORK DRAFT WORK DRAFT WORK DRAFT
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employee's compensation. Each other ^ .-ilovcc who is first hired before
March 1. 1996. or on or after (hat d, .» a nonpnrticipating employer shall 

contnbutc to the system an amount equal to six and three-quarters percent of the 

employee s compensation. The contnbutions shall be deducted by the employer at the 

end of each payroll pcnod. The contnbutions shall be deducted from employee 

compensation before computation of applicable federal taxes, and the contributions 

shall be treated as employer contnbutions under 26 U.S.C. 414(h)(2).

• See. 15. AS 39.35.250 is amended to read:

Sec. 39 35.250. CALCULATION OF EMPLOYER'S CONTRIBUTION RATE,

(a) .An employer shall make contnbutions to the system :n amounts determined ;n 

accordance with this section. For the purposes of this section, the past service date for 

each employer for employees first hired before March 1. 1996. and for employees 
hired on or after that date bv noppartiripaling employers is the entry date o£ the. 
employer or December 31. 1972. whichever is later. The past service date for 
employees first hired, on or after March 1. 1996. other than cm olovcq of 
nonpartfcipdtin* employers. is the cn trr date of the employer or M arch L 1 
whichever is later After December 31. 1972, if amendments to this chapter are 

enacted mat substantially affect benefits accrued before the effective date of the 

amendment, the past service date will be changed to December 31 of the year 

immediately preceding that in which the amendment is enacted. The contribution rate 

for em pkreq fln t hired before M a r d iL  1 ^ .  and for em ploym  hired oil or 

after that date bv nonparticipaOng employers, is the sum of the consolidated 

employer rate for those employees and the past service rate that applies do t h o t  
t m o k iT ta  The contribution rate for employee: fln t hired on or after M arch L  

n e w  th*n cm ptovtq of nomMirtklnitipi. cm ctoTtn, u  the sum of Ih t 

i i i i i in i i r  n r  f ir  Ih r r  r m n ln n  in i  Thr m n ~ rr irr  n i r  th *  

ap p iiq  to th e *  employes
(b) In (a) of this section, 'consolidated employer rate* for employee fln t 

hired before March 1. 1??4. and f o i  employees hired on or after that d m  h i 

nonpTticipadng cmolovtn means the percentage of compensation of all those active 

employees in the system which, if paid over the pcnod of their credited service after
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the (TK E[K ) past service late ot those employees and when combined with all 
employee contnbutions from those employees, s sufficient to provide the benefits 
earned after such past serves dates. This percentage is umfonruy determined for ail 
employers for employer} flnt hired before March 1 . 1?96. and for employees hires] 
v.Q_'>C-4lICLihaLJ.a.<5L-llI-I19QBanklPiUll£-:mBl91U3 ‘S applicable to each 

employer The consolidated employer rate for employees first hired on or after 

March L  1996. other than employees of nonpartkipating employers. shall I *  

separately determined under thfljp h x tu o iir lU L lh e _d a u  that applies to those 

emplovrrs,

re) In ia) of this section, past service raie' CaL-CHiptoseaJOrfl M n d J tt lf lg  
od for employers hired on or after that date by noon art ki pa ting 

rm fliftiin  means the percentage of compensation : ( ail those acave employees in the 
system necessary to provide the annual amount required to amortize the unfunded 
>Migallons .f the employer foe benefits earned bv th o u  employees before 'he 
employer s past service dale over a pcnod not to eacecd 4/) yean The per.od of 
mort:ration begins at the past vervee date of each employer. The percentage is 
cparately determined fee each cmpwycr Ehc P ill KHlCT f lU  for ttM la irn  Qffl 

hired on or after M a r U lJ L J L ^  jm l ^ P i f l i m J u jm L 2ii-or_jUlcr Ihal d a le Jn

-<safT WCRX 2PAF? WORX 2RAFT

IVJ 91 iiinurm pl'.'!r n  hail H js p i c i t c i i  ktcnniiK djinder <hisjiit

g t t  iht i i u  f la t  j a a t o  ip i f a t  um team *
• ^ec. 16. AS 39 35 3?Ofa» is amended to read.

a > Subject to AS 39 33 4JO. a terminated employee is eligible for a normal 
•etitemcnt benefit

11) at age bO with at cast five yean credited venoce; (.) of
(2) with at least 20 yean of credited service as a peace officer ot fire 

enter loLSTMt o f lk m  «  ilxT f}ttrVcn.nrn .to U fe c fa n  hUcih .L  l? ? k  t?r h in d  
» Q j? jL * to .to i4 ie .h iJL a g flJ« u iu ? a itf li e m p to r :  {. OR!

QrxJlihiciLisaL p o k i  o fflttn  a a d f tn  A ih u n  Q nl JUekLml m after M arch I  

lw t^ 3 lh tiL lh a ii a n u l 'i jt t i  2f Q'^pmrttapiLmx r mu laden;
i i ]  atth at least 30 yean of credited service for ail other employees if

( \ s v  J l
■
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the employee "as first hired before M arch 1. im . or if the employee wa5 hired 
on or after (hat date bv .1 nonp; UklPaUng..cmttlQ>cc; .9C

• 5) wiih a <ombi1a1i.9n .9f.JK  -ind v?a re-9f.<?rMic i i c i YK c f <mJ

WORK I RAFT WC’..< 2 RAFT WCP.K CRAFT

• Sec. 17. AS 39 35 370(b) is amended to read:
• b» Subject to AS 39 35 J50. j  terminated employer :s eligible for in early 

retirement benefit at age 55 with at least five years credited service. For em ployes 
first hired before M arch 1. 1 2 2 k  and for e m p lo y s  hired on or after that date 
bv nonpanicipating rmplovers. an (AN ) actuarial adjustment must be made to 
retirement benefits paid under this section for an early retirement benefit. For 
employers fln t hired on or after M arch L  1996. other thaa_sm flla»ra ._2 ( 
nonaanicioating employers. th em oQ th iv amount of a retirement benefit Out 
would be due undcc .tc ; of U u  g f l jflft.sbaiLbc r c d u a d  br muUlnirmg qpc-hai l  
■>f one percent times the number of .m on ths to_lhe nearest month, bv which the 
retirement datc_of the crooloTfC fafla short of.lhe d ak  in t .l i l t  empto'ee rcachq  
iZ £ j&

* See. 18. AS 39 35 3"<>ci is imended to read
c< For employee f in l hired on or after March 1. 1996. other than for 

rnolosrev of nonpttftiripadnt emotovm. the monthiv amount of a retirement

teo s fln ij.'ftt aad o p H a t f  u tranL2LJteA iynuce nwathiT r a n p a B a t e a i J l i i in ^
year* A  credited servlet. The monthly amount of a retirement benefit for 1 peace 
■freer or fire fighter finl hind htfgri.M*Kh L  1??S, And far * ratte 'jflhir.gr 

f l r r  fighter hired on or after that date b* a nofiParlinMtlni emnlo*rr. ;» two

percent of the average monthly compensation times the yean of credited service 
ihrough :0  years, plus iwo and one-half peroert ( the average monthly compensation 
•:mci the yean of service 0 set 10 yean Foe ail xher employees fln t h ired before 
:U k 1 l  h  125*^ adA for. other empluycta A  Q 0fiB3dLOP lite l.cm plg in3 .fla t h in d  

'>a_g£-if’£r_ihiLdflic, t ti
«1) tw o  pereent of the avenge monthly compensation times all years 

A service before luly I. ’.*>86 and for yean of serv.ee through a twal of 10 yean: 

pfai
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wc?.:-: i r a f ?  wcpy. ufAf t  wcpj< c r a f t

I) r-*o and onc-qu.ir?cr percent of the average monthly compensation 
times aJI yean of service alter June ’ 0. 1986. over 10 yean of total jc n c e  through 
10 yean, plus

'3 ) two and one-half percent of the average monthly compensation 
times ail years of service alter June 30. 1986. over 10 yean of total service.

• See. 19. AS 39 35 450<ai is amended to read:
ai 3cnefiu payable under this section air in p lx c  of benefits payable under 

AS 39 35.370. 39 35 385. and 39 35 -*60 Upon filing an application with the 
administrator ot when a disabled employee first attains eligibility for normal retirement 
under AS 39 35 4 0 0 0  or 39 35 410(h). the employee shall designate the person who 
;s *he employees spouse at the time of appointment to retirement as the contingent 
beneficiary However, if the designation of the spouse is revoked under <c) o f this 
cction. the employee may designate a dependent approscd by the administrator as the 

contingent beneficiary or may take normal or early retirement under AS 39 35 370 or 
39 35 385 or a escl income option under AS 39 35 460 The administrator shall pay 
•renefits under the option elected by the employee The employee mav elect an option 
that provides dut

• I) the employee n  cnmJed :o  receive a reduced benefit pavahle 'or 
ifc. ar.d. alter ’he employee s death, the contingent beneficiary is entitled to payments 
n the amount of 7J percent of the reduced benefit payable for life.

«2) the employee is entitled to receive a reduced benefit payable for 
life and. alter the cmplovces death, the contingent beneficiary is entitled to receive 
payments :n the amount of 50 percent of the reduced benefit payable I or life.

3) for tmnlQYw  fln t hired before March L  1996. or hircsl on or 
after Uml fUm fcx 1 ngfljHUflKtgHlfll cmCtoTtT. -be employee is entitled to reccivr 
j  :cduerd benefit payable dunng the josnt lifetime of the employee and the contingent 
beneficiary, and. after the death of either the empiovee or the contingent beneficiary, 
the survivor is entitled to receive payments in ’he amount of 66 2/3 'rercent of the 
reduced benefit payable for Ufc

* See. 20. AS 39 35 460 it amended to read
Sec 39 35 4«0 LEVEL INCOM E OPTION fo r  an employee f in | hired

( AN8  t a *  |  .12.
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before March 1. )W4. nr hired <»n or after (hat date bv a nonparticipatlng 

employer. if [IF] the payment ol a retirement pension begins before age 65. the 

amount of pension payable -cfcrc and alter that age mav be adjusted so that an 

increased amount will he paid before the time that full social security benefits become 

available and a reduced amount after that time, so that the employee may receive a 

more level income for life The aggregate value of all adjusted payments may not 

exceed the actuarial equivalent of the value of the pension otherwise payable ;o the 

employee.

• See. 21. AS 39 35 475<ai is amended to read:

• a» Once each year the administrator shall increase benefit payments to 

eligible disabled members;

f. TO) persons age 60 or older receiving benefits under this system 

in the preceding calendar yea;;

•1) mem ben "ho " trc .f ln lh ira l.t t t fQ rt  March. L  l? q*. or 

~ert hired on or a/Ur 1 hat dale b* a Q on p iflk ig a tim  tm ptonr. [AND  TO 

PERSONS) who hase receded benefits under this system for u east five yean iod 

a,ho are not otherwise eligible for in increase under this section; and

•»> sum  son  of members d e s c r i b e d . o f  this subsection when 
the member and the ha*etogcth«LtretlTcdJ>encfltt.undcr this " ftem
for at least A rt rears 

• Sec. 22. A5 y9 J5 475<b) is amended to read-
>bl The increase in benefit payments applies to total benefit payments except , 

for d c cost-of-living allowar-cc ander AS 39 35 480 For members fln t hired oo or 
a/ler M arch  1. l ^ o Lher than tm flloY tta .Q l .1 iw n pm k lp i lln i employ 
a m o s t  o f A c  tn cm K  h  a percm t t i t  of ih t  n u r r a l  benefit w u t l to the Ic a e r  
erf 50  pr o m t  o< the increase in the coat of Uvtne In the preceding calendar ytat 
or sti percent. For mem ben  ftn l h ired  before M i i t h  L .1P 99 . or hired on. 91 
aA rf that date bv a nonpartlciDaUni cm ptorer. tbe (THE) amount of the increase 
is a percentage of the current benefit equal to

( h  the lesser ot 75 percent of the increase in the cost of living in the ' 
preceding calendar year Of nine percent, for recipients who on Julv I are at cast 65

WCRX 2?A F T  WORK 2rAFT WCP.X 2FAF?
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I | yean old and for members receiving disability benefits: and
<2) the lesser of 50 percent of the increase ;n the cost of living in the

-receding calendar year or sic percent, for recipients wno on July I arc at least 60 but 
less than 65 years old or for recipients who arc less than 60 years old on July I but 

5 *ho have received benefits from the system for at least five years.
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6 * See. 23. AS 39 35 535icl is amended to read.
t o  A benefit recipient may elect major medical insurance coverage in

8 accordance with regulations and under the following conditions:
9 11) a person who is younger than 60 years of age must pay an amount

10 equal to the full monthly gTOup premium for reurce major medical insurance coverage:
11 (2 ) a person who is u  least 60 years of age but is younger than 65

years of age must pay an amount equal to one-half of the full monthly group premium
for reurce major medical insurance coverage;

<31 a disabled member or a person 65 years of age or older is not 
required to make premium pavmcnis;

i4 j a benefit recipient "bo vs first hired on or after March 1 .1 9 ?* . 
r  x h e r  than a recipient receiving benefits through a nonp;?rUciD«ttoi employer.
IS who is electing m aior medical insurance c o y e a g t fQtLdependtnb tU n b k  under
19 -a m2) and <3) of this section shall .p a r  On fu lLcoit o fJh aU lm unn ct
20 * See. 24. AS 39.35 is amended by adding a new section to read:
21 See. 39 35 565. PARTICIPATION IN REDUCED  CONTRIBUTIONS AND
22 BENEFITS . A political subdivision or public organization participating in the system
23 ' on January 31. 1996. shall, by rcsoluuoo. elect whether to participate in die reduction 

.n contributions and benefits enacted by this Act and shall inform the administrator of 
its decision no later than February I. 1996. A political subdivision or public

26 orgamntion that becomes an employer in the system on or alter February I. .996 .
shall inform the administrator whether it has elected to be a nonpamcipating employer. 
A political subdivision or public organization that is an employer in the system that 
elects to participate in the reductions may not taicr decide to participate in the system 
as it citstrd before amendment by (his Act 

• Sec. 25. AS 39 35 680 is amende! by adding a new paragraph to read'

CSS* ) 14.
■ley T u t  :? M i Hr.nl rxxr s ju m r r r '



1

1m
3

4
5

6
•?f

3

9

10

U

12

13
14
15

16 
17 
IS

411 'nonparucipating employer' means a political sutxliviston cr public 

organization that is an employer under this system that has chosen under AS 30 35.565 

net to parti :ipaic :n the amendments to this chapter enacted in this Act.

• Sec. 26. FINDINGS AND PURPOSE AS TO SECS. 26 • 40. The State of Alaska and 

many locaJ governments and school districts arc racing the need to restructure their operations 

and their work forces in order to reduce expenditures and balance budgets. Retirement and 

separation incentives are management tools that have been used extensively by the private 

sector, the federal government, and other state and local governments across the country. The 

purpose of ices. 26 • 40 of this Act is to make these management tools temporarily available 

to the state and to the municipalities and school districts of the state. Sections 26 - 40 of this 

Act a ill cmble these entities to be mote efficient and cost-effective by eliminating certain 

noncsscntial positions, and producing a net reduction in personnel costs.

- See. 27. RETIREM ENT INL&NTIVE PROGRAM. < a) An employer may adopt a 

retirement incentive plan under secs. 23 • 31 of this Act. as appropriate, and designate 

categories of employees eligible to participate in that plan. An employer need not extend the 

incentive p'an to all employees a no ’-would otherw ise be eligible, but may cnoose to extend 

the plan only to employees

it )  in specific budget or administrative components of the employer.

19 (2) in specific ;ob classifications:

20 i3 m specific geographic locations, or

21 *4) on the basis of any combination of factors under (1) • i3) of thu

22 subsection.

23 b) An employee is eligible to participate in a retirement incentive plan under secs.

24 26 - 4 0  of this Act only if the

25 (1) cmp oyee is a vested member of the public employees retirement system

26 cr 'he teachers reuremcr.’ system;

27 (2) employee will be qualified to retire under AS 14 25.110 or AS 39 35 370

28 after receipt of the credit described in if) of this section:

29 13) savings to the employer in personal services costs for the employees

30 position will exceed the costs to the employer for that position within three years after the

31 employee is appointed to retirement.

I ViCPJC 3PA7T WORX 7?.A77 WORK 2RAF7
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1 (c) An employer shall file its proposed retirement incentive pian wnn the

2 commissioner of administration. The commissioner shaJI approve the pian if the plan meets

3 the requirements of secs. 26 * 40 of this Act. except that the commissioner may jpprove a

4 state agency's retirement incentive plan only if the office of management and budget approves

5 the calculation of savings under <b)(3) of this section. A proposed plan filed under this

6 i section must

7 ( I )  idenufy job classifications of employees, and specific budget or 

S administrative components, eligible to participate in the pian;

9 (2) .ndude a reimbursement agreement that

10 i A) requires the employer, for each employee who retires under the

11 plan, to reimburse the appropriate retirement system, within three years after the end

! WCRX 2P.AF7 WORK 2 RAFT WORK 2PAFT
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of the fiscal year in which ihc employee is appointed to retirement, in an amount equal
to

ti) the actuarial equivalent of the difference between the benefits 
the participant receives after the audition of the credit under (0  of this section 
and the amount the participant would have received without the credit, less the 
amount the participant has paid on the indebtedness determined under <d) or (c) 
of this section; ai l

(ii) an appropriate share of the administrative costs of the
program; and

21 (B) provides that contnbuuons from the employer under this sccuoif i
22 *akc priority over other obligations of the employer to the maximum extent permitted
23 by law.
24 id) A member of the teachers retirement system wno participates in an approved
25 retirement incecovc plan under secs. 26 • 40 of this Act is indebted to that system for an
26 amount calculated under this subsection. The indebtedness j  25 95 percent of the member's
27 acrual compensation for the school year in which the member termir.atcs employment, or the
28 calculaied school year compensation for a member who w cries less than the enure school year.
29 An uisianding indebtedness at the time a member is appointed to rc'ircmcnt under an
30 approved retirement incentive plan requires an acruanil adjustment to the benefits payable to
31 that member.

CSSB law  ) 14-
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<ei A member ot the public employees’ retirement system who participates in an 

approved rcurcmcnt incentive plan under sees. 26 • 4Q of this Ac: is indebted :o that system 

for an amount calculated under this subsection. The indebtedness is 22-1/2 percent for a 

peace officer or fire fighter, and 20-1/** percent for other members, of :hc member's actual 

annual compensation for the year in which the member terminates employment, or the 

calculated annual compensation for a member who works fewer than 12 months. An 

outstanding indebtedness at the umc a member is appointed to rcurcmcnt under an approved 

retirement incentive plan requires an actuarial adjustment to the benefits payable to that 

member.

(0 .An employee who participates in an approved retirement mcenuve pian under sees. 

26 * 40 of this Act receives a credit of three years. The three years must be applied in the 

following order until exhausted:

(1) to meet the age or service required for eligibility for normal retirement 

under AS 14 25.110 or AS 39 35.370. as appropriate:

(2) to meet the age required fcr early reurcment under AS 14 25.110 or 

AS 39 35.370. as appropriate:

(3) to reduce the actuarial adjustment required for cariy retirement under 

AS 14 25.110 or AS 39.35.370. as appropriate:

4 )  xs years of credited sen ice for calculating rcurrmcnt benefits 

ig) In this section.

(1 ) ‘ department’ means
(Aj a principal department of the execuuvc branch of stale government: 

an independent suie cnuty 'dial is attached to a principal department of the execuuvc 

brancn for admmistrausc purposes but that is not a public orgamrauon as defined in 

AS 39J5 680 is part of that department for purposes of this paragraph; and

(B) the Office of the Governor.

(2) ‘ employer’

(A) for purposes of a retirement. .cenuvc plan under .AS 14 25. means 

the Board of Regents of the University, the Department of Edocauon. or the Regional 

Resource Center, and

B) foe purposes of a retirement incentive plan under AS 39 35. has the

WORK u R A fT  WORK ZP.^F7  WORK 3 RAFT
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meaning given in AS 39.35.680 and includes a department.

• Sec. 28. AUTHORIZATION FOR STATE EMPLOYEE RETIREM ENT INCENTIVE, 

fa) A >tate agency may adopt, and fiic with the commissioner of administration fcr approval, 

a proposed retirement incentive plan for its employees.

(b) L'pon the request of a state agency, the commissioner of administration shall 

establish one or more periods dunng which the employees or 'hat state agency who are 

eligible under see. 27fb) of this Act to participate in i  retirement incentive plan may apply to 

the commissioner of administration to participate in the state agency s approved plan. The 

pcr.ods shall begin no earlier than June 30. 1995. and end no later than June 30. 1998. The 

penods shall be no less than 30 days and no mere than 60 days in duration, tnd may not 

begin less than 30 days alter their establishment. A staa: agency is not required to request an 

application pcnod. and may request more than one application pcnod.

(c ) A proposed  retirem ent incentive plan adopted under this section may not perm it 

an em ployee w ho is the governor, the lieutenant governor, o r a com m issioner, deputy 

com m issioner, o r assistant com m issioner of a pnncipal departm ent o f the executive branch to 

participate in the pian.

id ) A proposed  retirem ent incentive plan adopted under this section may perm it 

partic ipation  on ly  by an em ployee who is eligible to participate under sec Z7(b> o f this Act 

and who

< P  nas been continuously em ployed by the state for at least one year before 

the em ployee applies to participate in the state agency's approved plan;

12) is a perm anent seasonal em ployee who has been continuously  em ployed 

by the state in a perm anent seasonal position dunng all of the tim e in the one year before the 

em ployee s application to participate in which the position norm ally  is filled;

(3 ) has a jo b  sharing agreem ent wtih a state agency in wm ch tw o or m ere 

em ployees share a single position identified by a single position control num ber and in which 

the em ployee w ho applies to participate in the plan was continuously  em ployed by the Jgcocy 

d u n n g  the portion of the one year before the employee s app lication  in which the em ployee 

norm ally  w orked under the jo b  shanng agreem ent; or

(4 ) m eets a com bination o f the requirem ents o f this subsection.

tc) The commissioner of administration may ne< accept the application of an employee

CSSB !4X ) .II*
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to participate in an approved retirement incentive pian adopted under this section unless the 

employee will be appointed to retirement not later than the first day of the month that is six 

months after the last day of the application period csuclishcd by the commissioner under ib) 

of this section. A state agency, in a plan adopted under this section, may set an earlier date 

by which an employee must be appointed to retirement in order to participate in the plan.

<0 A state agency that has adopted a retirement incentive plan for its employees may 

not jopoint a person to fill a vacant position in a category of position that was included in the 

plan unul after March/. 1996. unless

(1) the governor submits a notice to the Legislative Budget and Audit 

Committee of the intended appointment to the position for the committee s review;

12) -5 days elapse before the appointment to the vacancy is made unless the 

committee earlier recommends that the agency appoint a person to fill the position: ana

(3) if. within the 45 days, the committee recommends that the vacancy not be 

filled, the governor reviews the request to fill the position and determines to authorize the 

hiring. in which case the governor shall provide the committee with a statement of the reasons 

fcr the authorization oefcrc the appointment to the position is made.

ig) In this section, 'committee* means the Legislative Budget and Audit Committee.

• See. 29. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EM PLOYEES OF 

THE UN IVERSITY OF ALASKA . <a> The Board of Regents of the University of Alaska 

may adopt, and file with the nnmissioner of odmimstntion for approval, a proposed 

retirement incentive plan for universiry employees.

b) Upon the request of the Board of Regents, the commissioner of administration 

shall establish one or more periods dunng which the employees of the university who ore 

eligible under sec. 27(b) of this Act to participate in a retirement incentive plan may apply to 

the commissioner of administration to participate in the university's approved plan The 

periods shall begin no earlier than June 30. 1995. and end no later than June 30. 1998. The 

pcncds shall be no less than 30 days and no more than 60 days in duration, and may nos 

begin less than 30 days after their establishment. The Board of Regents is not required to 

icquest an application period, and may request more than ore application pcnod.

(c) The commissioner of administration may not accept the application of an employee 

to participate in an approved retirement incentive plan adopted under this section unless the

• l *  CSSB 14* )
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employee will be appointed :o retirement not later than the first day of die month that is six 

months after the last day of the application pcnod established by the commissioner under (b) 
of this section. The Board of Regents, in a plan adopted under this section, may set an earlier 

date by which an employee of the University of Alaska must be appointed to retirement in 

order to participate in the plan.

id) A panicipant in the optional university retirement program under AS 14.40.661 • 

14 40 799 who is vested in the public employees retirement system or the teachers retirement 

system may participate in a retirement incentive plan for that system if the participant meets 

the other qualifications of secs. 26 - 40 of this Act. If a provision of this subsection is 

inconsistent with another provision of law. the provision of this subsection governs.

• Sec. 30. AUTHORIZATION FOR RETIREMENT INCE.VTIVE FOR OTHER 

EM PLO YEES £N THE PUBLIC EMPLOYEES* RETIREMENT SYSTEM , (a) The 

governing body of a political subdivision of the state or public organization that has elected, 

to participate in the public employees' rcurcmcnt system under AS 39 35.550 • 39.35.650 may 

adopt, and file with the commissioner of administration for approval, a proposed retirement 

incentive plan for its employees. Upon the request of the jovemmg body, the commissioner 

of adminisiraron shall establish one or more periods dunng which the employees of a poliucal 

subdivision or public organization who arr eligible to {.iticipatc in a retirement incentive plan 

may apply to the commissioner of administration to participate in the approved plan. The 

periods snaJl begin no earlier than October 31. 1995. and end no later than October 31. 1998. 

The penods shall be no less than 30 days and no mere than 60 days in duration, and may noc 

begin less ’han 60 days after their establishment. The governing body is not required to 

request an application penod. and may request more than one application pcnod.

24 b) The commissioner of administration may not accept the applicauon of an employee

25 to participate in an approved retirement incentive plan adopted under this section unless the-

26 employee w»U be appointed to rcurcmcnt not later than the first day of the month that is six

27 months after the list day of the application pcnod established by the commissioner under (a)

8 of this sccuon. The governing body of the political subdivision or puoiic organization, in a

29 plan adopted under this section, may x t  an earlier date by which an employee must be

30 appointed to retirement in order to participate in the plan.

31 • See. 31. AUTHORIZATION  FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
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REGIONAL RESOURCE CENTERS LN THE TEACHERS' RETIREMENT SYSTEM, (a)

A regional resource center that has employees who axe members of the teachers retirement 

system may adopt, ar.d file with the commissioner of admimstrauon for approval, a proposed 

rcurcmcnt mcenuve pian for its employees. A plan adopted under this section must provide 

that the applicant period for participation in the retirement inccnuvc plan is June 30. 1995. 

through December 31. 1995.

(b) The commissioner of admimstrauon may not accept the app'.cauon of an employee 

to participate in an approved retirement incentive pian adopted under this section unless the 

employee will be appointed to rcurcmcnt on or before August 1. 1996. The regional resource 

center, in a plan adop'ed under this section, may set an earlier date by which an employee 

must be appointed to retirement in order to participate in the plan.

• See. 32. POLITICAL SUBDIVISION OR PUBLIC ORGANIZATION EMPLOYMENT. 

For purposes of determining the years of service requirements for retirement under 

AS 14 25.110 or AS 39.35 370. as appropriate, a vested member who is a state employee and 

who applies to participate :n a retirement inccnuvc plan approved under secs. 26 • 40 of this 

Act may receive credit for employment with a political subdivision or public organization 

before the poliucaj subdivision or organization became an employer under the public 

employees' rcurrment system. The member may r.ot receive credit for those scan under this 

subsection for purposes of determining benefits. If a provision of this section is inconsistent 

with any other provision of law. the provision of this section governs.

• Sec. 33. RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency 

owed by an employer other than the state under an agreement entered into under see. 11(c)(2 ) 
of this Act. the Department of Admimstrauon may

(1) direct that the amount of the delinquency or a lesser amount be withheld 

from any money p«yiWe to the employer by a state department or agency and that the amount 

withheld be credited to the delinquency; and

(2 ) bring an o*.uon against the employer.
• Sec. 34. PROVISION AND AUTHORIZATION FOR .ADMINISTRATIVE DIRECTOR 

OF COURT, (a) The chief jusuce of the state supreme court may adopt a retirement 

incentive plan for an administrative rector of the Alaska Court System who is a member of 

(he judicial rcurcmcnt system under AS 22.25.012 if paroctpauon in the plan will result in

- n -  c s s b  i-ur )
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savings *o :ne court system in personal services costs within true- -/cars after the 

commencement of the plan. The administrative director may participate only if the 

administrative director is vesica in the judicial rcurcmcnt system and wtil he qualified to retire 

under AS 22.25.010 alter receipt of the rcurcmcnt inccnuvc. To participate, the admmisirauve 

director shall apply to the commissioner of admimstrauon to participate in the approved court 

system plan.

tb) The court system shall include in the retirement incentive plan a reimbursement 

agreement that requires the court system, tor each administrative director of the Alaska Court 

System who is retired under the plan, to reimburse the judicial rcurcmcnt system within three 

years after the end of the fiscaj year in which the administrative director is appointed to 

retirement in an amount equal to

(1) the actuarial equivalent of the difference between the benefits the 

admimstrauve director receives alter the addiuon of the credit under (cj of this section and 

the amount the participant would have received without the credit. less the total of the amount 

the participant has paid on the indebtedness determined under (d) of this sccuon; and

(2) an appropriate share of the administrative costs of the program.

ic i A retirement incentive pian adopted under this section must provide that 

contributions from the court system under tb) of this section take priority over other 

ooligauons of the court system to the maximum extent permitted by 'aw.

id) .An administrative director of the Alaska Court System who participates in an 

approved retirement incentive plan is indebted to the system. The amount of indebtedness is 

equal to 21 percent of the director s actual annual compensation for the year in which the 

director terminates employment to participate in the program, or the calculated annual 

compcnsauon for an administrative director who works fewer than 12 months. .An outstanding 

indebtedness at the time the administrative director is appointed to retirement under an 

apurovrd retirement mcenuve plan will require an actuarial adjustment to the benefits payable 

to the director.

(c) An administrative director ot the Alaska Court System who participates in an 

approved retirement incentive plan receives a credit of three years that may only be used to 

mrct the age requirements for normal or early retirement under AS 22 25 OlOd).

<0 The chief justice of the Alaska Court System may adopt, and file with the
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commissioner of administration ft r approval, a proposed retirement incentive plan for the 

administrative director of the court system who is a member of the judicial rcurcmcnt system. 

L’pon the request of the chief justice, the commissioner of administration shall establish a 

pcnod dunng which an admmistrauve director eligible to participate in the rcurcmcnt inccnuvc 

plan of the court system may apply to the commissioner of admimstrauon to participate in the 

court system s approved plan. The pcnod shall begin no earlier than June 30. 1995. and end 

no later than June 30. 1998. The penod shall be no less than 30 days and no more than 60 

days in duration and may not begin less than 30 days after establishment. The chief jusuce 

is not required to request an application pcnod.

(g) The commissioner of administration may not accept the apolication of an 

admmistiauvc director of the court system to participate in an approved retirement incentive 

plan adopted under this section unless the admmistrauve director will be appointed to 

retirement not later than the first uay of the month that is six months alter the last day of the 

applicauon pcnod established by the commissioner under tf) of this secuon. The chief jusuce, 

in a plan adopted under this secuon. may set an earlier date by which an admimvrauve 

director must be appointed to reurcmcnt in order to participate in the plan.

• See. 35. REEMPLOYMENT INDEBTEDNESS. PROHIBITION ON REEMPLOYMENT. 

(a> If an individual is rccmployed as a member of the public employees retirement system 

under AS 39 35. the teacrxrs rcurcmcnt system under .AS 14 25. the judicial rcurcmcnt system 

under AS 22.25. or the opuonal university rcurcmcnt program under .AS 14 40.661 • J4.40.799 

after appointment to rcurcmcnt under secs. 26 - 40 of this Act. that individual forfeits the 

incentive credit received under sec. 27(0 or 34<e) of this Act and is indebted to the system 

under which the individual took retirement. The indebtedness is 110 percent of the amount 

the individual received as a result of participation in a rcurcmcnt incentive plan under secs. 

26 - 40 of thij Act and to which the individual would not otherwise have been entitled, 

including the cost of heajth insurance. The amount that the individual has paid under see. 

27(di or (e) or see. 34/d) of this Ac: will be applied as a credit toward the reemployment

28 indebtedness. Interest on the reemployment indebtedness accrues from the date of

29 reemployment unul the date that the individual either is appointed to rcurcmcnt and accepts

30 an actuarial adjustment to the individual s future benefits or repays the indebtedness in full.

31 The rate of interest is that established by regulation for the public employees retirement
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system by the public employees retirement board and tor 'he teachers retirement system by 

the teachers' retirement board.

(b) An individual who was appointed to retirement under secs. 16 - 40 of this Act may 

not be employed by. or enter into a contract for personal services with, a state agency or the 

University of .Alaska within die three years artcr the date of appointment to retirement, except 

that

legislative session if the employment is on an hourly bas d does not entitle the individual 

to receive retirement, health, or leave benefits. ^  L  ^ r ,r  m i  k.

to  Notwithstanding the prohibition in ib) of this secuon, a state agency or the 

University of Alaska may enter into a personal services contract with an individual who was 

appointed to retirement under secs. 26 • 40 of this Act if the Board of Regents, for the 

University of Alaska, or the commissioner of admimstrauon. for a state agency, determines 

that there :s a compelling reason to do so because of the individual's specialised or extensive 

expcr.cncc that relates to a particular program or project of the state agency or university. 

However, a state agency may not enter into a contract wrn an individual under this subsecuon 

if the ndividual was employed by that staic agency at the time of the individual s appointment 

to retirement.

• Sec. 36. SEPARATION INCENTIVE PROGRAM, (a) A stare agency may. with the i 

approval of the director of the office of management and budget, establish a separauotr 

ircenuvc program for us employees. The program may be offered in combination with an 

approved retirement incentive plan adopted under see. 28 of this Act. or may be offered 

separately from such a plan. A state agency need not extend in mcenuve program under thu 

section to all employees who would otherwise be eligible to participate, but may choose to 

extend the program only to employees

< 1) the University of Alaska may enter into a personal services contract with
AX-; —

the individual for teaching or rcscarc^Tandl

(2) the individual may accept employ ; with the legislature dunng a

(1) in specific budget or administrative components of the state agency;

(2) in specific job classificauons;

(3) m the basis of any combination of factors under 11) and (2) of this

subsection.

CSSB 14JW ) •24*
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b) A separation incentive payment urier this section shail be paid in a lump sum 

alter 'he employees separation from state service, and shod be euuaJ to me lesser of an 

amount equaling six months of the employees base salary, or S25.COO. However, a state 

ascnev or the office of management and budget may set a lower separation incentive payment 

in the state agency's separation incentive program.

i c ) Upon the request of a state agency, the commissioner o. administration shall 

establish one or more periods during which the employees of that state agency may apply to 

the commissioner of .ldmini strati on to participate in the state agency's approved separation 

incentive program. The periods shall begin no earlier than June 30. 1995. and end no later 

than June 30. 1998. Tnc periods shail be no less than 30 days and no more than 60 days in 

durauon. and may not begin less than 30 days after ’-heir establishment. A state agcroiy is not 

required to request an application pcnod. and may request more than one application period. 

If the commissioner of administration has established one or more application periods for a 

state agency under see. 2Sfb) of this Act. the application pcnod or pcnods established under 

this subsecuon must coincide with the pcnod or pcnods established under sec. 23(b) of this 

Act.

■d) A separation incentive program established under this section must provide that 

a separation incentive payment to an employee may be made only if

( I )  the employe is a permanent full-time or permanent full-time scasonaj 

employee with at least five yean of service with the state: and

f2) tbe savings to the state agency in personal services costs for the position 

occupied by ibat employee wouid exceed, m the three years after the employee separates, the 

amount of the separation incentive payment.

(e) I ' an individual who received a separation incentive payment under this secuon 

subsequently is rtemployed by a state agency or the University of .Alaska within the three 

yean alter the date that the individual received the separauon incentive payment, the 

individual is liable to the state m an amount equal to 110 percent of the amount of the 

separation mcenuve payment, plus interest at the rate prescribed by AS 45.45.010. 

commencing on the date that the individual received the vcparation inccnuvc payment.

(0  If an employee is eligible to participate in an approved retirement incentive plan 

adopted under sec. 28 of this Act.
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t l )  a separation incentive payment to that employee may net exceed the 

amount that the state agency would be obligated to pay to the appropriate retirement system, 

notwithstanding ib) of mis section; -nd

(2) the employee may participate in either the separation incentive program 

under this section or the retirement incentive plan adopted under see. 28 of this Act. but not 

both

ig) In this section, base salary' means the monthly salary paid to an employee under 

the applicable collective bargaining agreement. AS 39 27.011, or another applicable pay 

schedule, and includes geographic differential; if an employee is paid on an hourly basis, the 

employees base salary is the employees hourly rate, including geographic differential, 

multiplied by the number of hours in the employee's regular work week, multiplied by 4.35.

• Sec. 37. OFFICE OF MANAGEMENT AND BUDGET, (a) When designating an 

employee category for participation in a retirement inccnuvc plan or a separation mcenuve 

program under sees. 26 - dO of this Act. the cxccuuve head of the relevant state agency shall 

describe in detail the expected ctfcct of the plan or program on the agency s personal services 

cost and opcrauon. This financial report must be approved by the director of the office of 

management and budget before the commissioner of admimstrauon may approve the proposed 

plan or program. The state agency shall report each year to the office of management and 

budget on the cost of each employee s pamcipauon and the effect on the agency s personal 

services cost and opt'auon.

ib) The office of management and budget shall subnut to the legislature annual reports 

on the retirement incentive and separation mcenuve programs under secs. 26 • -H) of this Act 

beginning January 15. 1997. and conunuing through January 15. 1999. and shall submit a final 

report January 15. 2000. Each report must provide the information necessary for the 

Icgislarurc to evaluate the effectiveness of the programs in achieving their objectives The 

report must lodudc in/ormaiion on the designated employee categories under the inccnuvc 

programs, including the cost of cacn inccnuvc program per participant, ihc cost to the state, 

the cost to the employee, the annual budgeted amount, by state agency, for the mcenuves. the 

number cf positions deleted or left vacant, and the projected or actual net savings over the 

three-year penod.

• See. 38. PROGRAM CHANGES la) An individual employee does not hasc a vested

CSSB 14* ) -2*-
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or contractual nght to a benefit under secs. 26 • 40 ot' this Act unul an agreement is executed 

with the administrator that specifically authorizes that employee to participate in the retirement 

incentive program under sees. 26 • JO of this Act or until an agreement :s executed with the 

commissioner of administration to participate :n the separation incentive program under secs. 

26 - JO of this Act. The legislature reserves the nght to change any aspect of either inccnuvc 

program as it relates to employees for whom pamcipauon agreements have not yet been 

executed with the administrator or with the commissioner of administration.

tb) In this secuon. 'administrator' means the administrator of the public employees 

retirement system for employees who are mcmocrs of that system, and the administrator of 

the teachers' retirement system for employees who arc members of that system.

* See. 39. REGULATIONS. The commissioner of the Department of Administration may 

adopt regulauons under AS J4 62 (Administrative Procedure Act) to implement and interpret 

sees. 26 * JO ol this Act.

• Sec. 40. DEFINITIONS, (a) Unless provided otherwise in sees. 26 - JO of this Act. the 

definiuotts set out in AS 14.25 220 apply to provisions in secs. 27 • 35 of this Act that relate 

to the teachers retirement system ar.d members of the teachers retirement system except thai 

'employer' docs net include a school district.

b) Unless provided otherwise in secs. 26 • JO of this Act, the definitions set out in 

AS 39 35 680 apply to provisions in secs. 27 • 35 of this Act that relate to the public 

employees retirement system and mcmocrs of the public employees retirement system.

(c) Unless provided otherwise in this Act. the defimuon set out in AS 22.25.900 

applies to provisions in sees. 34 and 35 that relate to the judicial retirement system and 

members of the judicial retirement sy stem.

<d) In secs 26 * 40 of this Act.

(1) “judicial retirement system' means the reuremeni system established for

26 judges and jusuces in AS 22.25;

27 (2) “office of management and budget' means the office of management and

28 budget in the Office of the Governor.

29 (3) public employees retirement system" means the Public Employees'

30 Retirement System of Alaska (AS 39 35);

31 (4) “state agency*

WORK 2 RAPT WORK 2 RAPT WORK 2 RAPT
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(A) means

(i) ihc legislative branch of stale government;

(ii) the judicial branch of state government;

(ni) a principal department of the execuuvc branch of state 

government; an independent state entity that is attached to a principal 

department of the execuuvc branch for admmistrauve purposes but that is not 

a public organixauon as defined m AS 39 35.680 is part of that department for 

purposes of this clause; and

(iv) the Office of the Governor.

B) does not include

(i) the University of Alaska:

(i:) a political subdivision of the state; or

im) a public organuauon as defined in AS 39.35.680;

(5) 'teachers retirement svstem" means the Teachers' Rcurcmcnt Svstem of■ /

Alaska tAS 14.25).

• See. 41. AS 14 25 045 is repealed.

• Sec. 42. Sections 27. 28. and 36 of this Act arc repealed July I. 1999

• Sec. 43. Secuons 29 • 32 and 34 of this Act are repealed July 1, 1997.

• Sec. 44. Secuons 26 - 40 of this Act Lake effect immediately under AS 01.10 070(c).

WORK 3RAFT WORK DRAFT WORK DRAFT
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• Section l. AS 14.25.050 is amended to read:

:a) A_lM-Cii.fr_vbQ.ia. CIrat hired after March 31, 1996, 

3j3il-i_cojatrib_uhaLsyston an amount equal to 5.5 

percent of_the teacher's base salary accrued fron July : to

the_gg.ilgvlag-Juna_3Jb &_Sea.c£or_yh9_ia .£irgt hired on or

before March _3A. A 9 ?.<-«. [BEGINNING JANUARY 1, 1991. EACH 

TEACHER) shall contribute to the systen an amount equal to

3.25 percent of the teacher's base salary accrued fron July 

1 to tho following Juno 30. The employer shall deduct tho 

contribution from the teacher's salary at the end of each 

payroll period. The contributions 3hall be deducted fron 

onployce conpensaticn before tho conputation of applicablo 

federal taxes ar.d shail bo treated as employer contributions 

under 26 U.S.C. 414(h)(2).

(b) Each teacher is entitled to receive credit for 

unrofundod contributions paid into tho rotirenont fund of 

1945.

• Sac. 2. AS 14.25.110(a) is amended to read:

(a) Subject to AS 14.25.167. a neater io ollgiblo for 

a normal retirecent benofit if the senber

(1) was first hired before July 1, 1975, has 

attained the age of 55 yearn, and has at loast 15 yoars of 

credited service, tho last flvo of which have boon 

nenbership service or is otherwise vested in the syatea;

(2) has attained tho age of 60 years*. J AND) has at 

least eiqht year-, of ^sborehip service*, *nd._**a first aired

r



Qfl_oy fc«t9f H«rcfr 33,i 1996;

(3: y^_gir.?t_hl«<1...^ex-_^arch31, 1996, and

(A) has attained the ago of 60 years, and has 

at least five years of membership service/ or

10) t h f_ s u p _ o  f_ago_j?m»_y M T J>. Qf_nfgb«rohlp

3fJVl£*_fgMllg_or exceed* 8? {AMD HAS AT 

LEAST THREE YEARS OF ALASKA 3IA SERVICE];

[(4) HAS AT LEAST 25 YEARS OF CREDITED SERVICE,

THE LAST FIVE OF WHICH HAVE BEEN MEMBERSHIP SERVICE;

(5) HAS AT LEAST 20 YEARS OF MEMBERSHIP SERVICE;

(6) HAS AT LEAST 20 YEARS OF COMBINED MEMBERSHIP 

SERVICE AMD ALASKA BIA SERVICE, THE LAST FIVE OF WHICH HAVE 

BEEN MEMBERSHIP SERVICE; OR

(7) HAS, FOR EACH OF 20 SCHOOL YEARS;

1Ai AT LEAST ONE-HALF YEAR OF MEMBERSHIP

SERVICE AS A PART-TIME TEACHER;

13) ONE FULL YEAR OF MEMBERSHIP SERVICE AS A 

PART-TIME TEACHER; OR

(C) ANY COMBINATION OF SERVICE QUALIFIED 

UNDER THIS PARAGRAPH).

• 8ec. 3. AS 14.25.110(d) is amended to read:

(d) The monthly amount of a retirement benefit for a 

member who has paid the full amount of any indobtodneaa is 

eno-tvolfth of the member's averago base salary during any 

three school years of membership aorvico multiplied by

(I) vnf and .one-htlf (TWO) porcent of tho years of



credited service [EARNED BEFORE JUNE 30, 1990, INCLUDING 

CREDITED FRACTIONAL YEARS, AND THE YEARS OF CREDITED SERVICE 

THROUGH A TOTAL OF 20 YEARS; PLUS

(2) TWO AND ONE-HALF PERCENT OF THE YEARS OF 

CREDITED SERVICE EARNED AFTER JUNE 30, 1991, THAT ARE MORE 

THAN 20 YEARS OF TOTAL CREDITED SERVICE).

• fl«c. 4. AS 14.25.H0(j) is amended to read:

(j) Fox_taact# fg flrat hired PD or belsxf March 3u.

1996, «n [AN] actuarial adjustment must be made to benefits

payable under d) of this section for early retirement. £sc 

tiASiUXJL.Xlt2.t_Jlited_*C_ter__Karcfa 31, 1996, the monthly 

amount_of__a_rtt ireaent benefit that vould brdui under (dl 

of this.aection vllI_bo.xtd.uced by the.multiplying one-heir 

° C_one_perC«At_tiafl3 t\e_ nunb_egL_of_aQDtfaa,-_to__the_nearett 

S9nJLtb_fc^_yJilcn i rtjLfnt_d.iLte_gf_the _fce*cher._ f*1 la

• S e c .  S .  AS 14.25.143[a) is amended to read:

(a) O.icc each year, the administrator shall increase 

benofit payments to

ill disabled mentors;.

i l l  (, TO) persons ago 60 or oldor receiving benefits 

undor this system in tho preceding calondar year;.

131 member* who vere_XlJJLt-iilred_on_ ox-before March #i, 

1996. [AND TO PERSONS] who havo rocoivod benefits undor this 

system for at least eight years and who aro not otherwise 

eligible for an increase under thin section; and

H U u r Y l Y c r #  of aeabtre de #cribod_liL_biragriPb_lll_9X 

thi# eubeection when the seaber end th« lurvivor htYe_mether 

received benefit#.under thi# syitea for at least eight years-

3



* S e c .  6. AS 14.25•143 lb) is amended Co read:

(b) The increase in cenefir payments applies to total 

benefit payments except for the cost-of-living allowance 

under AS 14.25.142. The amount cf the increase is a 

percentage of the current benefit equal to f(1)] the lesser 

of 50 [75] percent of the increase in the cost of living in 

the preceding calendar year or six 'NINE) percentr, FOR 

RECIPIENTS WHO ON JULY 1 ARE AT LEAST 65 YEARS OLD, AND FOR 

MEMBERS RECEIVING DISABILITY BENEFITS; AND

12) THE LESSER OF 50 PERCENT OF THE INCREASE IN 

THE COST OF LIVING IN THE PRECEDING CALENDAR YEAR OR SIX 

PERCENT. FOR RECIPIENTS WHO CN JULY 1 ARE AT LEAST 60 YEARS 

OLD BUT LESS THAN 65 AND FOR RECIPIENTS WHO ON JULY 1 ARE 

LESS THAN 60 YEARS OLD BUT WHO HAVE RECEIVED BENEFITS FROM 

THE SYSTEM FOP. AT LEAST EIGHT YEARS].

* S e c .  7. AS 14.25.160(d) io amended by adding a new 

paragraph to read:

(4) i benefit recipient electing major medical 

insurance coverage for dependents eligible under (a)(2) 

and (3) of this section shall pay the full cost of that 

insurance.

* S e c .  8 .  AS 14.25.220(42) is amended to read:

(42) "vcstod member" or "vented toachcrH moans an 

active aonbor who has completed either

(A) 15 years of service, tho last five of 

which have boon membership service, for a member first hired 

before July I, 1975;

(B) eight years of membership scrvico. or ';

C) five yoara of membership and throe yoars of BIA scrvico*

4



if first hired on or before Harch 31. 1996;

(C) five years.of membership service if first 

hlr_e_d_a_tter_Harch 31, 199 6; or

D̂) 12 school ysars of part-time membership 

service or 12 school years in each of which the member 

earned either part-time or full-time membership service;

* Sec. 9. AS 39.35.160(a) is amended to read:

(a) A_p_eaco _officor or fire fighter who Is .first hired 

«f tfr_M«jch_3lj,_ 1996y _3hall .contribute to the system an 

aaount_oqua 1 to 3ix percent of the peace officer's or fj.r«

Liakte jo jL i A,peace_ off jeer or fire fighter »ho

i  3. Clrat h ir»d.pn_o.r_before. March 31, 199 6 [BEGINNING 

JANUARY 1, 1987, EACH PEACE OFFICER OR FIRE FIGHTER] shall 

contribute to the system an amount equal to seven and one- 

half percent of tne peace officer's or fire fighter's 

compensation. Each other employe* who is first hired after 

KAJCfikJXf_i996JL 3hal.l_copt_rjbute to the ay?tea ap amount 

•gM*l-to,Jlve_aPd_Qnej^alg_percept of the employee'q

coAEAamiaiLt Each other employee who is first hired on or

bjfgrt_Herch_3;^ ;99< [b e g i n n i n g Ja n u a r y i , 1987, e ac h o t h e r

EMPLOYEE] shall contribute to the system an amount equal to 

six and three-quarters percent of the employee's 

compensation. The contributions shall be deducted by the 

employer at the ond of each payroll ponod. The 

contributions shall be doductod from employee compensation 

before computation of applicable fedoral taxes, and the 

contributions shall be treated as employer contributions 

undor 26 U.S.C. 414(h)(2).

• flee. 10. AN 39.35.370(a) is amended to read:



(a) Subject: to AS 39.35.450, a terminated employee is 

eligible for a normal retirement benefit

(1) at age 60 with at least five years credited 

service, or

(2) with at least 25. [20] years of credited 

service as a peace officer or fire fighter, or

(3) with a combination of age and years of 

credited service egual to or greater than. 8$ [AT LEAST 

30 YEARS Of CREDITED SERVICE] for all other employees.

* 8ac. 11. AS 39.35.370(b) is amended to read:

(b) Subject to AS 39.35.450, a terminated employee is

eligible for an early retirement benefit at age 55 with at

least five years credited service. For employees first 

hired on or before Herch 31, 1996, ap [AN] actuarial 

adjustment must be made to retirement benefits paid under 

this section for an early retirement benefit. For e m p l o y s

1993, the monthly amount of a 

r«tJxfll«nt bapafit that would be due under (c) of this 

aa<?tjgn_yiii. ba caductd_bY the multiplying one-half of one 

parg,tnt_SJAM-tna_nu»b.fr„9f_BQntbi, to the nearest month, bt 

vhloh the.retirement data of the employee talli abort of the 

a * tf_that_th*_teacher_reecheg age 50,

• Sac. 12. AS 39.35.370(c) is amended to read:

(c) Tho monthly amount of a retirement benefit (FOR A 

PEACE OFFICER OR FIRE FICHTER] is one and one-half [TWO] 

percent of the average monthly compensation times tho years 

of creditod sorvice [THROUGH 10 YEARS, PLUS TWO AND ONE-HALF 

PERCENT OF THE AVERAGE MONTHLY COMPENSATION TIMES THE YEARS 

OF SERVICE OVER 10 YEARS. FOR ALL OTHER EMPLOYEES IT IS

<5



(1) TWO PERCENT OF THE AVERAGE MONTHLY 

COMPENSATION TIMES ALL YEARS OF SERVICE BEFORE JULY 1, 

1986, AND FOR YEARS OF SERVICE THROUGH A TOTAL OF 10 

YEARS; PLUS

(2) TWO AND ONE-QUARTER PERCENT OF THE AVERAGE 

MONTHLY COMPENSATION TIMES ALL YEARS OF SERVICE AFTER 

JUNE 30, 1986, OVER 10 YEARS OF TOTAL SERVICE THROUGH 

20 YEARS; PLUS

(3) TWO AND ONE-HALF PERCENT OF THE AVERAGE 

MONTHLY COMPENSATION TIMES ALL YEARS OF SERVICE AFTER 

June 30, 1986, OVER 20 YEARS OF TOTAL SERVICE].

• See. 13. AS 39.35.475(a) is amended to read:

(a) Once each year the administrator shall increase 

benefit payments to

(1) eligible disabled members;.

(2) [, TO] persons age 60 or older receiving benefits 

under this system in the preceding calendar year;.

ill aflftfrtxa vn9._v<Xj>_glrj»t_hljctd_Qii_or before Harch 31, 

1993. (AND TO PERSONS] who have received benefits under this 

system for at least five years and who are not otherwise eligible 

for an increase under this section; and

141 survivors of members described in paragraph (3) of 

thla_aufeg«ctlQn when the member and tho eurvjyor have together 

gtstlYtd fctnitUa tor at le n t  five v a i n .

• Bee. 14. AS 39.35.475(b) is amended to read:

(b) Tho increase in benefit payments applies to total 

benofit payments except for tho cost-of-living allovanco 

undor AS 39.35.400. Tho amount of the increase is a 

porccntage of tho current bonefit equal to ((1)] the lessor

7



of 10 [75] percent of the increase in the c st of living in 

the preceding calendar year or six [NINE] p<»rcent[, FOR 

RECIPIENTS WHO ON JULY 1 ARE AT LEAST 65 YEARS OLD, AND FOR 

MEMBERS RECEIVING DISABILITY BENEFITS; AND

(2) THE LESSER OF 50 PERCENT OF THE INCREASE IN 

THE COST OF LIVING IN THE PRECEDING CALENDAR YEAR OR 

SIX PERCENT, FOR RECIPIENTS WHO ON JULY 1 ARE AT LEAST 

60 YEARS OLD BUT LESS THAN 65 AND FOR RECIPIENTS WHO ON 

JULY 1 ARE LESS THAN 60 YEARS OLD BUT WHO HAVE RECEIVED 

BENEFITS FROM THE SYSTEM FOR AT LEAST EIGHT YEARS].

* Sec. 15. AS 39.35.535(c) is amended by adding a new 

paragraph to read:

(4) a benefit recipient electing major medical 

insurance coverage for dependents eligible under (a)(2) 

and (3) of this section shall pay the full cost of that 

insurance.

* Sec. 16. AS U.25.045 and 14.25.167(a)(3), and 

AS 39.35.450(a)(3) and 39.35.460 are repealed.

a
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Tier I I _________________________________________Her III________________________________ Tier III Cost Savings
Pro-lax omployoo conlribiilion rnlos of: Pro-lnx employee conlribtillon rales ol: PERS IP S

n 05% foi lenchers 
0 75% fur 'nil olliois’ 
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-0 25"/. •0 05"/.
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under ape GO must pay Ihe hill cosl ol the Insurance, while 
those belween the apes of GO nil G5 rnsrsl pay one half Ihe 
premium rosl 1 leallh coverage is for Ihe retiree only. 
Dependent coverage is optional and may he purchased by Ihe 
reliiee

•2 203. • 1.403'.

P E P S  memheis vest with 5 yems ol seivlce. IP S  
members vesl wilh 0 years ol service

All members will vest wdh 5 yems of credited service
n/a •0 04V.

P E P S  nil olliers' and rler led nllicials formula is 
2% lor Ihe lirsl 10 years nl service. ? 25% for Ihe 
next 10 yems nml 7 5% per year llierrnller P EP S  
peace ollicer A lire liphler lorrnola is 2% lor Ihe 
liisl 10 years and 2 5% Iherealler. IRShenefil 
loimnla Is 23'. for Ihe (irs| 70 yeais. A 7 5% 
Iherealler

Ihe benefit formula for all employees will Ire I 5% for all yeais 
ol service •2 97% -3 35%

Disability beoebls lot 1 • »* hers are paid at 50% nl 
IIip tear tier's base sal a y wilfi an additional 10% 
added |or ear h dependent' liild. up lo a innnIrnitm 
of <1 children

_________________________— ^

Disability benebls will be paid al 403*. nl a tear Itei s base 
snlaiy Ibis lumps lire IP S  lido accord wdtl Ihe P EP S  
disability slaluli's

n/n
t5C33l!C!?!!C

•4 723.

•0 093'.
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Val -

Attached are two fiscal notes for the Rules Committee Substitute 
for SB 148. I understand from Ann Ringstad that these notes more 
properly apply to our Senate Finance Committee Substitute reported 
out of committee yesterday than did the 4/20/95 department note 
which accompanied the bill. The 4/20/95 note was the only fiscal 
note we had in the file to send along with the bill when it left 
committee. I am capturing these Rules notes within the growing 
packet of fiscal notes for conference conmittee funding in the 
budget, with an attached note indicating their application. Please 
advise if Senator Halford wishes me to proceed otherwise.

Kathy
2618
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NINETEENTH LEGISLATURE - FIRST SESSION . p  H
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BY

Ottered:
Referred:

Sponsors): SENATE FINANCE COMMITTEE

A B ILL

FOR AN ACT ENTITLED

"An Act relating to state employee compensation and to state retirement systems;

and providing for an effective date.”

BE  IT  EN A CTED  BY  T H E  LEG ISLA TURE  OF TH E  STA TE  OF A LASKA :

• Section 1. AS 14.25.040(a) is amended to 'tad:
(a ) A  [UNLESS A TEACHER OR MEVIBER HAS ELECTED TO  

PARTICIPATE IN THE OPTIONAL UNIVERSITY RETIREM ENT PROGRAM  
UNDER AS 14.40.661 * 14 40.799. A) teacher or member contracting for service with 
a participating employer is subject to this chapter unless the

tl)_  employer has elected to participate In the definedcnmrib.mton  
GLtir.cnicnLflia£La3.fiiQyidnLin itLQf.lhia x t i i9 n :.g r

(2 ) teacher or member has elected lo participate in the optional 
university retirement program under AS 14,40.661 •  14,40,799

• See. 2. AS 14.25.040(c) is amended to read:
(c ) A  state legislator ir. not entitled to elect membership under (b ) o f this

WORK DRAFT '  WORK DRAFT

/ ' / / /
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section if the state legislator is covered for the same period of service undor die public 

employees' retirement system (AS 39.35) or the defined contribution retirement 

svstem (AS 39.38). An election of membership under (b) of diis section is retroactive 

to the date the state legislator took the oath of office. A state legislator may not 

receive membership credit under (b) of this section for legislative service performed 

before the legislative session during which the state legislator elected membership 

under (b) of diis section. In order to continue in membership service under (b) of this 

section, the state legislator must cam at least 0.3 years of membership service under 

other sections of this chapter during each five-year pcnod.

• Sec. 3. AS 14.25.040 is amended by adding a new subsection to read:

(c) A public school district may elect to participate in the defined contribution 

retirement system under AS 39.38 for teachers first hued on or after January 1. 1996. 

Employment dial is covered by AS 39.38 may not be considered to be credited service 

under this chapter. A public school distnct that elects to be covered by AS 39.38 for 

teachers who arc not members of this system may not later elect to return to coverage 

under this system.

• See. 4. AS 14.25.220(16) is amended to read:

(16) "employer" means a public school distnct. the Board of Regents 

of the University of Alaska, the Department of Educauon. [THE NATIONAL 

EDUCATION ASSOCIATION OF ALASKA.) the Regional Resource Centers, c» the 

state legislature with respect to a state legislator who elects membership under 

a s  14 25.040(b) iha.Lbm.gQLskcl«l.lQ.i23rti<:ip>tiy in HK-cfcflnrti conm bmiqn 
retirement svstem under AS 39 .38 .

• Sec. 5. AS 14 25.220(21) is amended to read:

(21) “membership service" means

(A) full or part-time service as a teacher in a public school ir 

the Tcmtory or State of Alaska, or both, under the supervision and control of 

the Territorial Board of Education or the Department of Education or the 

school board of a city, regional educational attendance area, or borough school 

distnct m  Ians. aa tht ottoq is nol. paflicipailgg in Lhc defined sqniribmign 

m in n K n l.i> 3 tcm  untkr A S .3 ? i,? 3 is iilh a ir tD i« .

2SSB !4& ) .2-
i c t i r n r  r r x r  bm ck tttsi
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(B) full-time or pur-time teaching at the University of Alaska 

or a full-time administrative position at the University of Alaska that requires 

academic standing and that has been approved for inclusion in the system by 

the director so !ong as the ren  >n is not patiicipating in the defined 

contribution retirement s .s tem under AS 39.38 for that service:

(C) any pcnod during which the teacher receives a disability 

benefit under this system or is on an approved sabbatical leave granted in 

accordance with AS 14.20.310;

(D) continuous service as a state legislator when performed by 

a state legislator who elects membership under AS 14.25.040(b), subject to the 

requirements of AS 14.25.040(c);

(E) full-time or part-time service as an employee of the Special 

Education Serv ice Agency, subject to the requirements of AS 14.25.047 so long 

aaJhc Dcr5Q.n..is_riot participating in the defined contribution retirement 

svstcm_u_nrier_AS 39.38 for that service: or

(F) full-time or part-time service as an Alaska Native language 

or culture expert, subject to the requirements of AS 14.25.048 so long as the 

pcrsQi-LVRQt- participating in ihc defined contribution retirement svstem

u.qdcr AS 39.38 for that service;

• Sec. 6. AS 22.25.012(a) is amended to read:

(a) An administrative director of the Alaska Court System appointed under 

art. IV. sec. 16 of the state constitution is entitled to retirement benefits under

ULi this ChapterJQhcArimiol2<n>iivg riirgM r  waif lrc s  appojnsd  

before January 1. 1996. on the terms and condiuons applicable to a superior court 

judge appointed after July 1. 1978, except that an administrative director may receive 

retirement benefits only with service as administrative director for 10 or more yean; 

Q£

12) AS if ihc adm inhiEUv*.diEKter .* a s .n n l iiBPQinlnl on 

»r. after. January 1» l??ti
• Sec. 7. AS 22.25.012(c) is jmended to read:

(c) An administrative director fircLhifftl tttfoft JanUilOL L_12?&

WORK DRAFT 'WORK DRAFT WORK DRAFT
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withdraws from the judicial retirement system under (b) of this section is eligible for 

membership in the public employees' retirement system (AS 39.35) and shall receive 

credited service in that system for service rendered as administrative director. To be 

eligible for membership in the public employees' retirement system under this 

subsection, the administrative director must contribute to the public employees’ 

retirement system

(1) the amount that would have been contributed if the administrative 

director had been a member dunng the period of the membership in the judicial 

retirement system; and

(2) any contnbutions for service as administrative director refunded 

from the public employees' retirement system at the time the administrative director 

became a member of the judicial retirement system.

• Sec. 8. AS 37.10.390(2) is amended to read:

(2) ''retirement systems" means the teachers’ retirement system, the 

judicial retirement system, the Alaska National Guard and Alaska Naval Militia 

retirement system. >hg. dgfingd _K?nlnl?mi9n rd iK flK n t D im  and the public 

employees' retirement system.

• Sec. 9. AS 39.25.120(c) is amended by adding a new paragraph to read:

(24) director of the defined contnbution retirement plan.

• Sec. 10. AS 39.35.120 is amended to read:

Sec. 39.35.120. COMMENCEMENT OF PARTICIPATION, (a) A l 

employee of the state who mis first hired before January 1. 1*>96. shall be included 

in this system upon commencement of employment with the state, or on January I. 

1961. whichever is later. Unless an employee hxs elected to participate in the optional 

university retirement program under AS 14.40.661 * 14,40.799. an employee of a 

political subdivision or public organization that becomes an employer who was fln t 

hire I before January 1. 1996. shall be included in the system on the effective date 

of the employer's participation or the date of the employee s commencement of 

employment with the employer, whichever is later.

(b) Inclusion in the system is a condition of employment for an employee who 

was first hired before January 1. 1W6. except as otherwise provided for an elected

WORK DRAFT WORK DRAFT WORK DRAFT

CSSB 14*< ) •4-
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1 official and for an employee of the university who has elected to participate in the

2 optional university retirement program under AS 14.40.661 - 14.40.799.

3 * Sec. 11. AS 39.35.158 is amended to read:

4 See. 39.35.158. ADMINISTRATIVE DIRECTOR OF COURTS. An

5 administrative director of the Alaska court system first hired before .January 1. 1996.

6 who withdraws from the judicial retirement system under AS 22.25.012 is eligible for

7 j membership in the system and shall receive credited service in the system for service

8 rendered as admmistrauve director. To be eligible for membership in the system under

9 , this subsection, the administrative director must contribute to the system

10 I (1) the amount the director would have contributed if the director had

11 been a member during the director's pcnod of membership in the judicial retirement

12 1 system; and

13 ' (2) any contnbutions for services as administrative director refunded

14 j by the system at the time the director became a member of the judicial retirement

15 system.

16 * Sec. 12. AS 39.35.550 is amended to read:

17 See. 39.35.550. REQUEST BY POLITICAL SUBDIVISION TO

18 PARTICIPATE AND ADOPTION OF RESOLUTION. A municipality or other

19 political subdivisioi of the state mav. before .January 1. 1996. request to become an

20 employer in this system. The request shall be made after adoption of a resolution by

21 the legislative body of the political subdivision and after approval of the resolution by

22 the person require d by law to approve the resolution. A certified copy of the 

resolution shall ê filed with the administrator. If the administrator approves the 

request for partici/ation. the political subdivision is an employer of the system.

• See. 13. AS 39.35.560 is amended to read:

See. 39.35 560 REQUEST BY PUBLIC ORGANIZATION TO 

PARTICIPATE AND ADOPTION OF RESOLUTION. A public organization may,

28 before January 1. 1996. request to become an employer in this system. The request

29 shall be made after adoption of a resolution by the governing body of the public

30 organization. A certified copy of the revolution shall be filed with the administrator.

31 If the administrator approves the request for r>anicipation. th*- public organization is

WORK DRAFT WORK DRAFT WORK DRAFT
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an employer of the system.

* Sec. 14. AS 39.35.680(21) is amended to read:

(21) ‘'member" or "employee”

(A) means a person eligible to participate in the system and 

who is covered by the system,

(B) includes

(i) active member,

(ii) inactive member,

(iii) vested member:

(iv) deferred vested member;

(v) non-vestcd member:

(vi) disabled member;

(vii) retired member.

(viii) an elected public officer under AS 39.35.381.

(C) docs not include

(i) former members;

(ii) persons compensated on a contractual or fee basis;

(iii) casual or emergency workers or nonpcrmancnt 

employees as defined in AS 39 25.200;

(iv) persons covered by the Alaska Teachers' Rcurcmcnt 

System except as provided under AS 39.35.131 and 39.35.381. persons 

cQvgrrel bv Ihc defined .contribution retirement plan, or persons 

covered by the optional university retirement program;

(v) employees of the division of marine transportation 

engaged in operating *hc state ferry system who are covered by a union 

or group retirement system to which the stale makes contnbutions;

(vi) justices of the supreme court or judges of the court 

of appeals or of the supcnor or distnct courts of Alaska;

(vii) the administrative director of courts appointed 

under art. IV . sec. 16 of the state constitution unless the director 

becomes a member under AS 39.35.158; and

2SSB 14J< ) .6.
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(vui) members of the elected public officers' retirement 

system (former AS 39.37);

(D) may include employees of the division of marine 

transportation excluded under (C (v ) of this paragraph provided that

ft) the State of Alaska formally agrees to their inclusion 

through the process of collective bargaining; and

(it) no collective bargaining agreement has the effect of 

obligating contributions made by the state under AS 39 30.150 in the 

event the state resumes participation in the federal social security 

system;

• See. 15. AS 39 is amended by adding a new chapter to read:

CHAPTER 38 DEFINED CONTRIBUTION RETIREMENT PLAN 

A RTIC LE I. PLAN ESTABLISHED 

Sec. 39 38 010. PLAN ESTABL!SHF!j  The Public Employees Retirement 

Board shall establish a defined contribution retirement plan for state employees first 

hired on or after January I. 1996. in which retirement and dcodi benefits arc provided 

through the purchase of annuity contracts or other benefit contracts, either fixed, 

variable, or a combination of fixed and variable

Sec. 39 38 020 DUTIES OF THE RETIREMENT BOARD AND THE

INVESTM ENT BOARD (a) The retirement board shall

(1) provide for the administration of the plan, including procedures for 

resolving complaints from partxipating employees.

(2) establish policies for the proper operation of the pian and carry on 

other activities occeisory to implement this chapter.

13) take other actions .required to ensure that the plan qualifies under

the Internal Revenue Code as a qualified plan or nonqualified plan or both

tbs Use Alaska Slate Pension Investment Board established under 

AS 37 10 210 is the fiduciary of the fund The investment N\ard shall designate at 

least four investment options for emplovces The investment board shall select '.he 

companies or other entities to *h«h payment of the contributions required by this 

chapter may be mode, after coomJenng the

WORK DRAFT WORK DRAFT WORK DRAFT
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(1) nature and extent of the rights and benefits that the contracts will 

provide to employees who participate and to their beneficiaries;

(2) relation of the contractual rights and benefits to the contnbutions 

to be made under this chapter;

(3) suitability of the contractual nghts and benefits to the needs and 

interests of participating employees and to the interest of the employer in the 

employment and retention of employees: and

(4) ability of the designated company or other entity to provide nghts 

and benefits under the contracts:

(5) requirements of the Interna) Revenue Code for remaining a qualified 

plan or nonqualified plan or both.

See. 39.38 030. DIRECTOR. The administrator of the public employees’ 

rcurcmcnt system shall serve as Jirector of the plan.

See. 39 38.040. REGULATIONS. The board may adopt rcgulauons to 

implement this chapter under the procedures set cut in AS 39 35 042.

See. 39 38 050 DUTY OF EMPLOYERS TO FURNISH RECORDS Each 

employer shall furnish the director with records concerning the pcnods of service, 

dates of birth, compensation, new entrants into service, death, withdrawals, and other 

employee Jata necessary for the proper and effective operation of the plan.

Sec. 39 38 060 ATTORNEY GENER. J .  The attorney general of the state 

is '.he attorney for the plan and shall represent it in a legal proceeding

Sec. 39 38 070 ADMINISTRATIVE EXPENSES. Expenses of the plan shall 

be paid from employer and employee contnbutions to the plan m proportion to the 

amount of the contnbutton

ARTICLE 2 PARTICIPATION 

Sec. 39 38 ICO PARTICIPATION (a) An employee of the state first hired 

on or after January I. |9*X>. shall be included in the plan upon commencement of 

employment with the state Unlot Ok  employee has elected to participate in the 

optional university retirement program. o< was first hired before January I . 1996. an 

employee of a political subdivision, including a school district, regional educational 

attendance area, and the University of Alaua. or a roblK organisation that becomes
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an employer shall be included in the plan on the effective date o f the employer s 
participation or the date o f the employee's commencement o f employment with the 
employer, whichever is later, if the employee is in a position that the employer has 
designated to participate in the plan.

bi Inclusion in the plan is a condition o f employment for a state employee 
first hired on or after January I. 1996. and for an employee designated by another 
employer to participate in the plan except as otherwise provided for an elected official 
and for an employee o f the university who has elected to participate in the optional 
university retirement program.

See. 39 38.110. ADM IN ISTRATIVE D IRECTOR OF COURTS, (a ) An 
administrative director o f the Alaska Court System first hired on or after January I. 
1996. is a member o f the plan.

ib) An admmistrauve director who was hired before January I. 1996. and who 
withdraws from the judicial retirement system under AS 22.25.012 on or after 
January I. 1996. may participate in the plan.

Sec. 39 38.120. PARTIC IPATION OF ELECTED OFFIC IALS (a i Service 
xs an elected official with an employer consututes employment as a member in the 
plan as long xs the elected official has not filed a written waiver o f coverage with the 
director Unless revoked, a waiver under this subsection waives coverage o f future 
employment as an elected official, rcgaxdlcss o f any change o f employer. An elected 
official may file a waiver under this subsection at any time after election to office, 
including the per.od before taking the oath o f office An elected offic ia l may revoke 
a waiver under this subsection by filing a written revocation with the director. A 
revocation under this subsection operates prospectivcly only, and the elected official 
may nor participate in the plan tor service as an elected official while ihc waiver was 
in effect. There is no limit on the number o f times an elected offic ia l may file a 
waiver or revocation under this subsection

tb) An elected official included in the plan and that person's employer arc 
liable for contributions whenever that person is an elected official unless a wajscr o f 
coscrage under (a) o f  this section :s in effect

ARTICLE 3 CONTR IBUT IONS . RIGHTS. AND BENEFITS

WORK DRAFT WORK DRAFT WORK DRAFT
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1 See. 39.38.200. EM PLOYM ENT CONTRIBUTIONS M ANDATORY.
2 | Contnbutions o f employees shall be made by payroll deductions. Every included
3 employee is considered to consent to payroll deductions. It is o f no consequence that
4 a payroll deduction may cause the compensation paid in cash to an employee to be
5 . reduced below the minimum required by law Payment o f an employee s
6 compensation, less payroll deductions, is a full and complete discharge and atisfaction 

o f all claims and demands by the employee relating to remuneration o f services dunng
8 the pcnod covered by the payment.
9 Sec. 39.38.210. CONTRIBUTIONS, (a) An employer shall contnbutc on

10 behalf o f each employee participating in the plan an amount equal to six percent o f the
11 employee s compensation payable at the end o f each payroll pcnod.
12 (b) An employee participating in the plan shall contribute to the plan an
13 amount equal to five percent o f the employee's compensation. The contributions shall
14 be deducted by the employer at the end o f each payroll pcnod. The contnbutions shall
15 be deducted from employee compensation before computation o f applicable federal
16 taxes, and the contnbutions shall be treated as employer contnbutions under 26 U.S.C.
17 414 (h )(2 ) (Internal Revenue Code).
IS (c) Contnbutions vest on receipt hy the plan director.
19 ^d) The director o f the plan shall pay the contnbutions required by this section
20 to the company or companies selected by the employee for the benefit o f the
21 employee.
22 See 39 38.220 BENEFITS Payment o f benefits to participants o f the plan
23 is the responsibility o f the company or companies designaicd by ihc investment board
24 and is not the responsibility o f the investment board, the retirement board, or the
25 employer. The benefits are payable to participants or beneficiaries o f participants in
26 accordance with the terms o f the annuity contract or contracts and benefit contractor
27 | contracts
23 Sec. 39 38 230 RIGHTS UNDER QUALIF IED  DOM ESTIC  RELATIONS
29 ORDER A former spouse shall be treated as a spouse or surviving spouse to the
30 extent required by a qualified domestic relations order Rights under die order do nor
31 take effect until the order is filed with the director
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1 j See. 39.38.240. SAFEGUARD OF EMPLOYEE FUNDS HELD BY  THE
2 PLAN. Employee contnbutions and oilier amounts held in the plan arc exempt from
3 Alaska state and local taxes. Amounts held on behalf of. or payable to. any employee
4 or other person who is or may become eligible for benefits under the plan arc not
5 subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or
6 charge o f any kind, either voluntary or involuntary, before being received by the 

person entitled to the amount under the terms o f the plan. An attempt to anticipate.
8 alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose o f a nght
9 to amounts held under the plan is void. However, an employee's nght to receive

10 benefits may be assigned under a qualified domestic relations order.
11 See. 39.38.250. EXEMPTION OF EMPLOYEE FUNDS AND BENEFITS.
12 Employee contnbutions and other amounts held in the plan and retirement benefits
13 payable under the plan are exempt from levy to enforce the collection o f a debt as
14 provided in AS 09.38 (exemptions).
15 ART ICLE 4. POLIT ICAL SUBD IV IS IO N S AND PUBLIC  ORGANIZATIONS.
16 See. 39.38.300. REQUEST TO  PARTICIPATE, (a) A municipality or other
I "  political subdivision o f the state may request to become an employer in the plan. The
18 request shall be made after adoption o f  a resolution by the legislative body o f the
19 political subdivision and after approval o f the resolution by the person required by law-
20 to approve it. A certified copy o f the resolution shall be filed with the director. I f  the
21 director approves the request for participation, the political subdivision is an employer
22 o f the plan.
23 (b ) A public organization may request to become an employer in the plan.
24 The request shall be made after adoption o f a resolution by the governing body o f the
25 public organization. A certified copy o f the resolution shall be filed with the director.
26 If the director approves the request for participation, the public organization is an
27 employer o f the plan.
28 Sec. 39 38 310 PARTIC IPATION, (a ) The effective date o f participation in
29 the plan by a political subdivision or public organization ts the first day o f any month
30 acceptable to the governing body o f the political subdivision or public organization and
31 to the board
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(b) The political subdivision or public organization shall designate the 
departments, groups, or other classifications o f employees eligible to participate in the 
pian. and shall agree to make the contnbutions that arc required by this chapter.

(c ) D ie eligible employees o f a participating political subdivision or public 
organization are bound by the provisions o f this plan and arc entitled to the benefits 
provided under it.

See. 39.38.320. CONTRIBUTIONS AND TERM INATION OF 
PARTIC IPATION FOR NONPAYMENT, (a) The contnbutions o f an employer that 
is a panicipating political subdivision or public organization and the contributions o f 
its employees shall be transmitted to the director as soon as practicable after the close 
o f the payroll pcnod for which the contnbutions arc made. I f  the employer is 
delinquent :n transfemng the contnbutions for more than 15 days, interest and other 
penalties shall be assessed on the outstanding contnbutions at the rate and in the 
amount established by the board.

tb) I f  the contnbutions are not transmitted to the director within the 15 days, 
the director may grant an extension. I f  the political subdivision or public organization 
is in default at the end o f the extension, participation in the plan is terminated, and the 
employer shall be sent notice o f termination.

ic) Termination o f an employer's participation in the plan does not bar future 
participation in the plan by that employer.

See. 39.38.330. EFFECT OF AMENDMENT OF AGREEMENT, (a) A 
political subdivision or public organization may request that its participation agreement 
be amended Hie request may be made only after adoption o f a resolution by the 
legislative body o f the political subdivision and approval o f the resolution by (he 
person required by law to approve the resolution, or. in the case o f a public organi­
zation. after adoption o f a resolution by the governing body o f that public organization 
A certified copy o f the resolution shall be filed with the director.

<b* Termination o f coverage o f a department, group, or other classification o f 
employees does not bar future coverage o f that department, group, or classification.

ARTICLE 5 GENERAL PROVISIONS 
See 39 38 450 NONGUARAXTEE OF EMPLOYMENT This chapter is not
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a contract o f employment between an employer and an employee, nor docs it confer 
a right o f an employee to be continued in the employment o f an employer, nor is it a 
limitation o f the right o f an employer to discharge an employee with or without cause.

See. 39.38.460. FRAUD. A person who knowingly makes a false statement, 
or knowingly falsifies or permits to be falsified a record o f the plan, in an attempt to 
defraud the plan, is guilty o f a Class A misdemeanor.

See. 39.38.990. DEFIN IT IONS. In this chapter.
(1 ) board" or 'retirement board" means *Jic Public Employees Rcurcmcnt 

Board established under AS 39.35.030;
(2 ) "compensation" means the total remuneration earned by an employee 

for personal services rendered to an employer, and
(A ) includes employee contnbutions under AS 39.38.210, 

payments for leave that is actually used by the employee, the amount by which 
the employee's wages arc reduced under AS 39.30.150(c), and any amount 
deferred under an employer-sponsored deferred compcnsauon plan; but

(B ) docs not include cost-of-living differentials, retirement 
benefits, severance pay or other separation bonuses, welfare benefits, per diem, 
expense allowances, workers’ ccmpensauon payments, incentive cash awards, or 
payments for leave not used by the employee whether those leave payments are 
scheduled payments, lump-sum payments, donations, or cash-ms;

(3 ) "director* means the director o f the defined contribution retirement 
plan under .AS 39 38.030;

■ 4) 'elected official" means a person whose compensation results from 
personal services rendered to an employer as an elected representative;

(5 ) 'employer* means the State o f Alaska or a political subdivision or 
public organisation o f the state that participates in the plan.

(6 ) ‘ investment board" means the Alaska Stale Pension Investment 
Board established under AS 37 10 210;

t7 ) “member" or "employee" means a person who is eligible to 
participate in the plan and who is covered by the plan; and

(A ) includes an
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1 ( i) employee who is employed by an employer, is
2 receiving compensation for services, is making contributions to the plan.
3 and is not excluded under (B ) o f this paragraph; and
4 (ii) elected official, if the elected official has chosen to

I 5 participate under AS 39.38.120; but
6 (B ) docs not include
7 (i) former members;
8 (ii) persons compensated on - contractual or fee basis;
9 (iii) casual or emergency workers or nonpcrmancnt

10 employees as defined in AS 39.25.200;
11 (iv ) members o f  the Alaska teachers’ retirement system
12 - under AS 14.25, the judicial retirement system under AS 22.25, the public
13 employees’ retirement system under AS 39.35. the elected public officers'
14 retirement system under former AS 39.37, or the optional university
15 retirement program;
16 (v ) employees o f  the division o f  marine transportation
17 engaged in operating the state fcny sy stem who are covered by a union or
IS group retirement system to which the state makes contributions; and
19 (v i) the administrative director o f  courts appointed under
20 art. IV, sec. 16 o f  the state constitution first hired before January 1. 1996,
21 unless the director becomes a member under AS 39 .38 .110(b);

j I ' y*  m (C ) may include employees o f  the division o f  marine
23 transportation excluded under (B )(v ) o f  this paragraph i f
24 (i) the State o f  Alaska formally agrees to their inclusion
25 through the process o f collects c bargaining; and
26 (ii) no collective bargaining agreement has the ctfcct o f
27 ' obligating contributions made by the state under AS 39.30.150 in the
28 event the state resumes participauon in the federal social security sy stem;
29 (8 ) “ plan" means the defined contribution retirement plan established
30 under this chapter.
31 (9 ) ‘ public organization* means an organization or entity
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(A ) created by the constitution or laws o f the state for the purpose 
o f  administering state programs:

(B ) whose officers and employees arc paid by a method other than 
by the state payroll prepared by the Department o f  Administration; and

(C ) whose employees arc not required by law to participate in the
plan;

(10 ) "qualified domestic relations order" has the meaning given in
AS 39.35.680.

•  Sec. 16. Section 7, ch. 26. SLA 1986. as amended by see. 7. ch. 104, SLA 1989, is 
further amended to read:

See. 7. INDEBTEDNESS ON REEMPLOYMENT. I f  a participant in the 
retirement incentive program is rccmploycd as a member o f the Public Employees' 
Rct’ rcmcnt System under AS 39.35, the optional university retirement program under 
AS 14.40.661 - 14.40.799. ihe . defined contribution retirement plan under 
AS 39.38. or the Teachers' Retirement System under AS 14.25 after appointment to 
retirement under the program, the participant loses the incentive credit received under 
sec. 5 ( c )  o f this Act and is indebted to the system. The amount o f the indebtedness 
is equal to 110 percent o f the amount the participant received as a result o f 
participation in the program for which the participant was not otherwise entitled, in­
cluding the cost o f health insurance. The participant is entitled to a credit to be 
applied jgainst the reemployment indebtedness in the amount the participant has paid 
under see. 5 (d) o f this Act. Interest accrues on the indebtedness at the rate established 
by regulation from the date o f reemployment until the member is appointed to 
retirement and accepts an actuarial adjustment to the member s furure benefits or until 
the amount is paid in full,

• See. 17. Section 9 (a ), ch. 89. SLA 1989. as amended by see. 6. ch. 18. SLA  1990. is 
amended to read:

(a) I f  a participant in the retirement incentive program is rccmploycd as a 
member o f the public employees retirement system under AS 39.35, |O R | the teachers' 
retirement system under AS 14 W o r J ht  .dcfiflgLcQDtributlon retirement plan 
UUdcJL.VS. after appointment to retirement under the retirement inccnlivc
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program, ihc participant loses the incentive credit received under sec. 2(g) o f this Act 
and is indebted to the system. The amount o f die indebtedness is equal to 110 percent 
o f the amount the participant received as a result o f participation in the program to 
which the participant was not otherwise entitled, including the cost o f health insurance. 
The participant is entitled to a credit to be applied against the reemployment 
indebtedness in the amount the participant has paid under see. 2(e), (0 , and (i) o f this 
Act. Interest accrues on the indebtedness at the rate established by regulation from the 
date o f reemployment until the member is appointed to retirement and accepts an 
actuarial adjustment to the member's future benefits or until the amount is paid in full.

* See. 18. FINDINGS AND PURPOSE AS TO SECS. 18 - 32. The State o f Alaska and 
many local governments and school districts arc facing the need to restructure their operations 
and their work forces in order to reduce expenditures and balance budgets. Retirement and 
separation incentives arc management tools that have been used extensively by the private 
sector, the federal government, and other state and local governments across the country. The 
purpose o f sees. 18 * 32 o f tins Act is to make these management tools temporarily available 
to the state and to the municipalities and school districts o f the state. Sections 18 • 32 o f this 
Act w ill enable these entities to be more efficient and cost-effective by eliminating certain 
noncsscntial positions, and producing a net reduction in personnel costs.

* Sec. 19. RETIREMENT INCENTIVE PROGRAM , (a) An employer may adopt a 
retirement incentive plan under sees. 20 • 23 o f this Act as appropriate, and designate 
catcgor.es o f  employees eligible to participate in that plan. An employer need not extend the 
incentive plan to all employees who would otherwise be eligible, but may choose to extend 
the plan on ly to employees

(1 ) in specific budget or administrative components o f the employer:
(2 ) in specific job classifications;
(3 ) in specific geographic locations: or
(4 ) on the basis o f any combination o f factors under ( I )  • (3 ) o f this

kubsection.
(b ) An employee is eligible to participate in a retirement incentive plan unucr sees 

18 • 32 o f this Act only i f  the
( I )  employee is a vested member o f the public employees' retirement system
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or the teachers' retirement system;
(2 ) employee will be qualified to retire under AS 14.25.110 or AS 39.35.370 

after receipt o f the credit described in ( 0  o f this section;
(3 ) savings to the employer in personal services costs for the employee's 

1 position will exceed the costs to the employer for that position within three years after the 
! employee is appointed to retirement.

(c ) An employer shall file its proposed retirement incentive plan with the 
commissioner o f administration. The commissioner shall approve the plan i f  the plan meets

i the requirements o f sees. 18 • 32 o f this Act, except that the commissioner may approve a 
: ‘-.tatc agency’s retirement incentive plan only if the office o f management and budget approves 

the calculation o f savings under (b )(3 ) o f this section. A proposed pian filed under this 
section must

(1 ) identify job classifications o f employees, and specific budget or 
administrative components, eligible to participate in the plan;

t2 ) include a reimbursement agreement that
(A ) requires the employer, for each employee who retires under the 

plan. reimburse the appropriate retirement system, within three years after the end 
o f the fiscal year in which the employee is appointed to retirement, in an amount equal 
to

(i) the actuarial equivalent o f the difference between the benefits 
the participant receives alter the addition o f the credit under ( f) o f this section 
and the amount the participant would have received without the credit, less the 
amount the participant has paid on the indebtedness determined under (d) or <c) 
o f this section; and

(ii) an appropriate share o f the administrative costs o f the
program; and

(B ) provides that contributions from the employer under this section 
take priority over other obligations o f the employer to the maximum extent permitted 
by law.
(d ) A member o f the teachers' retirement system who participates in an approved 

retirement incentive plan under secs. 18 • 32 o f this Act is indebted to that system for an
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amount calculated under this subsection. The indebtedness is 25.95 percent o f the member’s 
actual compensation for the school year in which the member terminates employment, or the 
calculated school year compensation for a member who works less than the entire school year. 
An outstanding indebtedness at the time a member is appointed to retirement under an 
approved retirement incentive plan requires an actuarial adjustment to the benefits payable to 
that member.

(e) A member o f the public employees' retirement system who participates in an 
approved retirement incentive plan under secs. 18 - 32 o f this Act is indebted to that system 
fo r an amount calculated under this subsection. The indebtedness is 22*1/2 percent for a 
peace officer or fire fighter, and 20-1/4 percent for other members, o f  the member’s actual 
annual compensation for the year in which the member terminates employment, or the 
calculated annual compensation for a member who works fewer than 12 months. An 
outstanding indebtedness at the time a member is appointed to retirement under an approved 
retirement incentive plan requires an actuarial adjustment to the benefits payable to that 
member.

tf) An employee who participates in an approved retirement incentive plan under secs. 
18 - 32 o f th.s Act receives a credit o f three years. The three years must be applied in the 
fo llow ing order until exhausted:

(1 ) to meet the age or service required for eligibility fo r normal retirement 
under AS 14.25.110 or AS 39.35.370. as aopropnatc;

(2 ) to meet the age required for early retirement under AS 14.25.110 or 
AS 39.35.370. as appropriate;

(3 ) to reduce the actuarial adjustment required fo r early retirement under 
AS 14 25 110 or AS 39,35.370. as appropriate;

( 4 )  as years o f credited service for calculating retirement benefits.
<g) In this section.

(1 ) "deportment" means
(A ) a principal deportment o f the executive branch o f state government; 

an independent state entity that is attached to a pnncipil department o f the cxccutise 
branch for administrative purposes but that is not a public organization as defined in 
AS 39.35 6S0 is part o f that department for purposes o f this paragraph, and
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(B ) ihc Office o f  ihc Governor;
(2 ) ’employer'' has the meaning given in AS 14.25.220 and AS 39.35.680 and 

includes a department.
• See. 20. AUTHORIZATION FOR STATE EMPLOYEE RETIREM ENT INCENTIVE,

(a) A state agency may adopt, and file with the commissioner o f administration for approval, 
a proposed retirement incentive plan for its employees.

(b ) Upon the request o f a state agency, the commissioner o f administration shall 
establish one or more periods dunng which the employees o f that state agency who arc 
eligible under see. 19(b) o f this Act to participate in a retirement incentive plan may apply to
the commissioner o f administration to participate in the state agency’s approved plan. The

_ !7c/s>r 5 °
periods shall begin no earlier than July-TT 1995. and end no later than June 30. 1998. The 
periods shall be no less than 30 days and no more than 60 days in duration, and may not 
begin less than 30 days after their establishment. A state agency is not required to request an 
application period, and may request more than one application pcnod.

(c ) A proposed retirement incentive plan adopted under this section may not permit 
an employee who is the governor, the lieutenant governor, or a commissioner, deputy 
commissioner, or assistant commissioner o f a pnncipai department o f the executive branch to 
participate in the plan.

(d ) A proposed retirement incentive plan adopted under this section may permit 
participation only by an employee who is eligible to participate under see. 19(b) o f this Act 
and who

(1 ) has been continuously employed by the state for at least one year before 
the employee applies to participate in the slate agency’s approved plan;

(2 ) is a permanent seasonal employee who has been continuously employed 
by the state in a permanent seasonal position dunng all o f the time in the one year before the 
employee s application to participate in which the position normally is filled ;

(3 ) has a job sharing agreement with a slate agency in which two or more 
employees share a single position identified by a single posiuon control number and in which 
the employee who applies to participate in the plan was continuously employed by the agency 
during the portion o f the one year before the employee s application in which the employee

WORK DRAFT WORK DRAFT WORK DRAFT

31 normally worked under the job sharing agreement; or
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(4 ) meets .1 combination o f the requirements o f this subsection.
(e) The commissioner o f administration may not accept the application o f an employee 

to participate in an approved retirement incentive plan adopted under this section unless the 
employee will be appointed to retirement not later than the first day o f the month that is six 
months after the last day o f the application pcnod established by the commissioner under (b) 
o f this section. A state agency, in a plan adopted under this section, may set an earlier date 
by which an employee must be appointed to retirement in order to participate in the plan.

* See. 21. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
THE UN IVERS ITY  OF ALASKA , (a) The Board o f Regents o f the University o f Alaska
may adopt, and file with the commissioner o f administration for approval, a proposed
retirement incentive plan for university employees.

ib ) Upon the request o f the Board o f Regents, the commissioner o f administration
shall establish one or more pcnods during which the employees o f the university who arc
eligible under see. 19(b) o f this Act to participate in a retirement incentive plan may apply to
the commissioner o f administration \ p  participate in the university's approved plan. The

3 C
periods shall begin no earlier than Aiiy-t*. 1995. and end no later than June 3l). 1998. The 
pcnods shall be no less titan 30 days and no more than 60 days in duration, and may not 
begin less than 30 days after their establishment. The Board o f Regents is not required to 
request an application pcnod. and may request more than one application pcnod.

(c) The commissioner o f administration may not accept the application o f an rmployee 
to participate in an approved retirement incentive plan adopted under this section unless the 
employee will be appointed to retirement not later than the first day o f the month that is six 
months after the last day o f the application pcnod established by the commissioner under (b) 
o f this section. The Board o f Regents, in a plan adopted under this section, may set an earlier 
date by which an employee ot the University of Alaska must be appointed to retirement in 
order to participate in the plan.

(d) A participant in the optional university retirement program under AS 14.40 661 - 
14 40.799 who is vested in the public employees' retirement system or the teachers' retirement 
system may participate in a retirement incentive plan for that system if the participant meets 
the other qualifications o f secs IS • 32 o f this Act. if a provision o f (his subsection is 
inconsistent with another provision o f law. the provision o f this subsection governs
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• Sec. 22. AUTHORIZATION  FOR RETIREMENT INCENTIVE FOR OTHER 
EM PLOYEES IN THE PUBL IC  EMPLOYEES' RETIREMENT SYSTEM , (a) The 
governing body o f a political subdivision o f the state or public organization that has elected 
to participate in the public employees’ retirement system under AS 39.35.550 • 39.35.650 may 
adopt, and file with the commissioner o f administration for approval, a proposed retirement 
incentive plan for its employees. A plan adopted under this section must provide tha  the 
application period for participation in the retirement incentive plan is December 31. 1995 
through June 30. 1996.

(b) The commissioner o f admimstrauon ma  ̂ o jreept the application o f an employee 
to participate in an approved retirement incentive plan adopted under this section unless the 
employee will be appointed to retirement on or before February 1. 1997. The governing body 
o f the political subdivision or public organization, in a plan adopted under this section, may 
set an earlier date by which an employee must be appointed to retirement in order to 
participate in the plan.

• Sec. 23. AUTHORIZATION  FOR RETIREMENT INCENTIVE FOR OTHER 
EM PLOYEES LN THE TEACHERS' RETIREMENT SYSTEM, la ) An employer under the 
teachers' retirement system who is not otherwise covered by secs. 20 or 21 o f this Act may 
adopt, and file with the commissioner o f administration for approval, a proposed retirement 
incentive plan for its employees. A plan adopted under this section must provide that the 
application pcnod fo r participation in the retirement incentive plan is June 30, 1995 through 
December 31. 1995.

<bi The commissioner o f administration may not accept the application o f an employee
23 to participate in an approved retirement incentive plan adopted under this section unless the
24 employee will be appointed to retirement on or before August I. 1996. The employer, in a
25 plan adopted under this section, may set an earlier date by which an employee must be
26 appointed io retirement in order to participate in the plan.

• Sec. 24. POL IT ICAL SUBD IV IS ION  OR PUBLIC  ORGANIZATION EMPLOYMENT
28 For purposes o f determining the years o f service requirements for retirement under
29 \S  14 2 5 .110 o r AS 39 35 370. as appropriate, a vested member who is a state employee and
30 who applies to participate in a retirement incentive plan approved under secs. 18 • 32 o f this
31 \^t may receive credit for employment with a political subdivision or public organization
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before the political subdivision or organization became an employer under the public 
employees' retirement system. The member may not receive credit for those years under this 
subsection for purposes o f determining benefits. If a provision o f this section is inconsistent 
with any other provision o f law, the provision o f this section governs.

• See. 25. RECOVERY OF EM PLOYER DELINQUENCIES. To recover a delinquency 
owed by an employer other than the state under an agreement entered into under see. 19(c)(2) 
o f this Act. the Department o f Administration may

(1 ) direct that the amount o f the delinquency or a lesser amount be withheld 
from any money payable to the employer by a state department or agency and that the amount 
withheld be credited to the delinquency: and

(2 ) bring an action against the employer.
* See. 26. PROV ISION  .AND AUTHORIZATION FOR ADM INISTRATIVE D IRECTOR 

OF COURT, (a ) The chief justice o f the state supreme court may adopt a retirement 
incentive plan for an administrative director o f the Alaska Court System who is a member o f 
:he judicial retirement system under AS 22 25.012 if participation in the plan w ill result in 
savings to the court system in personal services costs within three years after the 
tommcnccmcnt o f the plan The administrative director nay participate only if the 
idnumstrativc director is vested :n the judicial retirement system and will be qualified to retire 
inder AS 22 25.010 after receipt o f the retirement incentive. To participate, the administrative 
Jirector shall apply to the commissioner o f administration to participate in the approved court 
>ysicm plan.

tb) The court system shall include in the retirement incentive plan a reimbursement 
igrcemcnt that requires the court system, fo r each administrative director o f the Alaska Court 
System who is retired urdcr the plan, to reimburse the judicial retirement system within three 
cars after the end o f the fiscal year in which the administrative director is appointed to 
ctircmcnt in an amount equal to

(1 ) the actuarial equivalent o f the difference between the benefits the 
idmimstrativc director receives a/te; the addition o f the credit under (e i o f this section and 
he amount the participant would have received without the credit, less the total of the amount 
he participant has paid on the indebtedness determined under td) o f this section: and

(2 ) art appropnatc share o f the administrative costs o f the program
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(c ) A retirement incentive plan adopted under this section must provide that 
contributions from the court system under (b) o f this section take priority over other 
obligations o f the court system to the maximum extent permitted by law.

(d ) An administrative director o f die Alaska Court System who participates in an 
approved retirement incentive plan is indebted to the system. The amount o f indebtedness is 
equal to 21 percent o f the director's jctual annual compensation for the year in which the 
director terminates employment to participate in the program, or the calculated annual 
compensation for an administrative director who works fewer than 12 months. .An outstanding 
indebtedness at the time the administrative director is appointed to retirement under an 
approved retirement incentive plan will require an actuarial adjustment to the benefits payable 
to the director.

( c )  An administrative director o f the Alaska Court System who participates in an 
approved retirement incentive plan receives a credit o f three years that may only be used to 
meet the age requirements for normal or early retirement under AS 22.25.010(d).

i f )  The chief justice o f the Alaska Court System may adopt, and file with the 
commissioner o f administration for approval, a proposed retirement incentive plan for the 
administratisc director o f the court system who is a member o f the judicial rcurcmcnt system. 
Upon the request o f the chief justice, the commissioner o f administration shall establish a 
period dunng which an administrative director eligible to participate in the rcurcmcnt incentive 
plan o f the court system may apply to the commissioner o f administration to participate in the 
court systems approved plan. The pcnod shall begin no earlier than July-K 1995. and end 
no later than June 30. 1998. The pcnod shall be no less than 30 days and no more than 60 
days in duration and may not begin less than 30 days after establishment. The chief justice 
is not required to request an application period.

(g ) The commissioner o f administration may not accept the application o f an 
administrative director o f the court system to participate in an approved retirement incentive 
plan adopted ur.der this section unless the administrative director will be appointed to 
retirement not later than the first day o f the month that is six months after the last day o f the 
application pcnod established by the commissioner under (0  o f this section. The chief justice, 
in a plan adopted under this section, may set an earlier date by which an administrative 
director must be appointed to retirement in order to participate in the plan
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• Sec. 27. REEMPLOYMENT INDEBTEDNESS; PROHIBITION ON REEMPLOYMENT,
(a ) I f  an individual is rccmploycd as a member o f the public employees’ retirement system 

1 under AS 39.35, the teachers’ retirement system under AS 14.25, the judicial retirement system
! under AS 22.25. or the optional university retirement program under AS 14.40.661 - 14.40.799

after appointment to retirement under sees. 18 • 32 o f this Act, that individual forfeits the 
| incentive credit received under sec. 19 (0 or 26(c) o f this Act and is indebted to the system

ur dcr which the individual took retirement. The indebtedness is 110 percent o f the amount
the individual received as a result o f participation in a retirement incentive plan under sees, 
j 18 - 32 o f this Act and to which the individual would not otherwise have been entitled, 

including the cost o f health insurance. The amount that the individual has paid under see. 
19(d) or (c ) or see. 26(d) o f this Act will be applied as a credit toward the reemployment 
indebtedness. Interest on the reemployment indebtedness accrues from the date o f 
reemployment until the date that the individual either is appointed to retirement and accepts 
an actuarial adjustment to the individual’s future benefits or repays the indebtedness in full. 
The rate o f  interest is that established by regulation for the public employees' retirement 
system by the public employees retirement board and for the teachers’ retirement system by 
the teachers' retirement board.

tb) An individual who was appointed to retirement under sees. 18 * 32 o f this Act may 
not be employed by. or enter into a contract for personal services with, a state agency or the 
University o f  Alaska within the three years after the date o f appointment to retirement, except 
that

1 1) the University o f Alaska may enter into a personal services contract with 
the individual for teaching or research; and

(2 ) the individual may accept employment with the legislature dunng a 
legislative session if the employment is on an hourly basis and docs not entitle the individual 
to receive retirement, health, or leave benefits

(c ) Notwithstanding the prohibition in (b ) o f this section, a state agency or the 
University o f Alaska may enter into a personal services contract with an individual who was 
appointed to retirement under secs. 18 • 32 o f this Act if the Board o f Regents, fo r the 
University o f Alaska, or the commissioner o f administration, for a state agency, determines 
'.hat there is a compelling reason to do so because o f the individual’s specialised or extensive
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experience (hat relates to j particular program or project o f (he state agency or university. 
However, a state agency may not enter into a contract with an individual under this subsection 
if the individual was employed by that state agency at die time o f the individual s appointment 
to retirement.

* See. 28. SEPARATION INCENTIVE PROGRAM, fa) A state agency may. with the 
approval o f the director o f the office o f management and budget, establish a separation 
incentive program for its employees. The program may be offered in combination with an 
approved retirement incentive plan adopted under sec. 20 o f this Act. or may be offered 
separately from such a plan. A state agency need not extend an incentive program under this 
section to all employees who would otherwise be eligible to participate, but may choose to 
extend the program only to employees

(1 ) in specific budge: or administrative components o f the state agency.
<2) in specific job classifications;
(3 ) on the b u u  o f any combination of ( r i o rs under • ! )  and i2 ) o f (his

subsection.
• b) A separation incentive payment under this section shall be paid in a lump sum 

after the employee s separation from state scnxc . and shall be equal to the lesser o f an 
amount equaling six months o f the employee s base salary, or S25.QOO However, a state 
igcrxy 'f the office 'f management and budget may set a tower separation incentive payment 
n the state agency s separation incentive program

(C) Cpon (he request of a state agency, the commusionef o f administration shall 
rvtablish one or more pcnods dunng which the employees o f that state agency may apply to
he cotnmivsictvcr of administration to participate in the state agency s approved separation

_  - J T c /v v f ' 'ncentivc program The penols shall begin no earlier than July 1*. 1995. and end no later than
tune JO. 1998 The persons shail be no less than 30 days and no more than 60  days in
duration, and may not hrgin levs than 30 days after their establishment A state agency is not
e x i le d  to request on application period, and may request nvec than one application period
i  the commissioner of administration has established one o f more application periods foe a
rate agency under see 20ib j o f this Ad. the a ffixa tion  period or periods established under
hrs subiectscn must c r*:dc with the per: d pcnods established urder sec 20tb) o f this
U t
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id) A separation incentive program established under this section must provide that 
a separation incentive payment to an employee may be nude only if

(1 ) the employee :s a permanent full-time or permanent full-time seasonal 
empioycc with at least five years o f service with the state; and

(2 ) the savings to the state agency in personal services costs fo r the position 
occupied by that employee would exceed, in the three yean after the employee separates, the 
amount o f the separation incentive payment.

te) I f  an individual who received a separation incentive payment under this section 
subsequently is rccmploycd by a state agency or the University o f Alaska within the three 
years after the date that the individual received the separation incentive payment, the 
individual is liable to the state in an amount equal to i 10 percent o f the amount o f the 
separation incentive payment, plus interest at the rate prescribed by AS 45 .45 .010, 
commencing on the date that the individual received the separation incentive payment.

( f )  If an employee is eligible to participate in an approved rcurcmcnt incentive plan 
adopted under sec. 20 o f this Act.

( I )  a separation mcenuve payment to that empioycc may not exceed the 
amount that the state agency would be obligated to pay to the appropriate retirement system, 
notwithstanding <b) o f  this section; and

»2) the employee may participate in either the separation incentive program 
under this section or the retirement incentive plan adopted under sec. 20 o f this Act. but not 
both

g) In this section, base salary' means the monthly salary paid to an employee under 
the applicable collective bargaining agreement. AS 39 27 011. or another applicable pay 
schedule, and includes geographic differential, if an employee is paid on an hourly basis, the 
employees base salary is the employees hourly rate, including geographic differential, 
multiplied by the number o f hours in the employee s regular work week, multiplied by 4 35 

• See. 29. OFFICE OF M A N A G E M E N T  AND BUDGET, (a) When designating an 
employee category for participation in a retirement incentive plan or a separation incentive 
program under vecs IK • 32 o f this Act. the executive head o f the relevant state agency shall 
desenbe in detail die expected effect of the plan or program on t i v c  agency % personal services 
cost onJ operation Tins financial report must be approved by the Jucctor o f  the office of
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management and budget before the commissioner o f administration may approve the proposed 
! plan or program. The state agency shall report each year to the office o f management and 

budget on the cost o f each employee's participation and the effect on the agency’s personal 
j services cost and operation.

(b ) The office o f management and budget shall submit to die legislature annual reports 
on the retirement incentive and separation incentive programs under sees. 18 • 32 o f this Act 
beginning January 15. 1997. and continuing through January 15. 1999. and shall submit a final 
report January 15. 2000. Each report must provide the information necessary for the 
legislature to evaluate the effectiveness o f the programs in achieving their objectives. The 
report must include, information on the designated employee catcgor.es under the incentive 
programs, including the cost o f each incentive program per participant, the cost to the state, 
the cost to the employee, the annual budgeted amount, by state agency, for the incentives, the 
number o f positions deleted or left vacant, and the projected or actual net savings over the 
three-year penod.

• Sec. 30. PROGRAM CHANGES, (a) An individual employee does not have a vested 
or contractual nght to a benefit under secs IS - 32 o f this Act until an agreement is executed 
with the administrator that specifically authonzes that employee to participate in the retirement 
incentive program under secs. 18 • 32 o f this Act or until an agreement is executed with the 
commissioner o f  administration to participate in t]>e separation incentive program under secs. 
18 • 32 o f this Act. The legislature reserves the nght to change any aspect o f either incentive 
program as it relates to employees for whom participation agreements have not yet been 
executed with the administrator or with the commissioner o f administration.

4b) In this section, 'administrator' means the administrator o f the public employees' 
retirement system for employees who arc members o f that system, and the administrator o f 
the teachers’ retirement system for employees who are members o f that system.

• See. 31. REGULATIONS. The comnusaioncr o f the Department o f Administration may 
adopt regulations under AS 44 62 Administrative Procedure Act) to implement and interpret 
secs. 18 • 32 o f this Act

• Sec. 32. DEFIN ITIONS (a> L’nleis provided otherwise in sees 18 • 32 o f this Act. the 
definitions vet out in AS 14 25 220 apply to provisions in sees 19 * 27 o f this Act that relate 
to the teachers’ retirement system and members o f the teachers retirement syucm.
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(b ) Unlzss provided otherwise in secs. 18 - 32 o f this Act, the definitions set out in 
AS 39 .35 .680 apply to provisions in sees. 19 • 27 o f this Act that relate tc the public 
employees’ retirement system and members o f the public employees’ retirement system.

(c ) Unless provided otherwise in this Act. the definition set out in AS 22.25.900 
applies to provisions in sees. 26 and 27 that relate to the judicial retirement system and 
members o f  the judicial retirement system.

(d ) In secs. IS - 32 o f this Act,
(1 ) "judicial retirement system" means the retirement system established for 

judges and justices in AS 22.25;
(2 ) "office o f management and budget" means the o ffic . . management and 

budget in the Office o f the Governor;
(3 ) "public employees' retirement system" means the Public Employees’ 

Retirement System o f Alaska (AS 39.35);
(4 ) “ state agency"

(A ) means
0 ) the legislative branch o f state government;
(iii the judicial branch o f state government;
(iii) a principal department o f the executive branch o f state 

government; an independent state entity »hat is attached to a principal 
department o f the executive branch for administrative purposes but that is not 
a public organization as defined m /\S 39 35 680 is part o f that department for 
purposes o f this clause; and

(iv ) the Otficc o f the Governor.
(B ) docs not include

(i) the University o f Alaska;
t il) a political subdivision o f the state; or
(iii) a public organization as defined in AS 39 35.680.

(5 ) “ teachers' retirement system' means the Teachers' Retirement System o f 
Alaska (A S 14 25).

•  Sec. 33. AS 14 25 045 is repealed.
• Sec. 34. Sections 19. 20. and 28 o f this Act are repealed July I . 1999.
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• See. 35. Sections 2 1 - 2 4  and 26 o f this Act arc repealed July 1, 1997.
Sec. 36. Notwithstanding AS 39.38.020(b), enacted by see. 15 o f this Act. until 

January 1, 1997. the Alaska State Pension Investment Board may provide fewer than four 
investment options for employees. The board shall use its best efforts to provide investment 
options to employees in a timely manner.

• See. 37. Notwithstanding AS 39.38.070. enacted by see. 15 o f this Act. the legislature 
may appropriate and. if appropriated, the director o f the defined contribution retirement plan 
may spend general fund money for the start*up cist s  o f  the plan.

• See. 38. Sections 18 - 32 o f this Act take effect immediately under AS 01.10.070(c).
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N IN E T E E N T H  L E G IS L A T U R E  - F I R S T  S E S S IO N  

B Y

O f T r r r d :

R e f e r r e d :

S p o tu o ft* ): S E N A T E  F IN A N C E  C O M M IT T E E

A  B I L L

F O R  A N  A C T  E N T I T L E D

" A n  A c t  r e l a t i n g  to  c o n t r i b u t i o n s  a n d  b e n e f i t s  In  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m

a n d  in  t h e  p u b l i c  e m p lo y e e s '  r e t i r e m e n t  s y s t e m ;  r e l a t i n g  t o  t h e  s u p p le m e n t a l

b e n e f i t s  s y s t e m ;  r e l a t i n g  to  r e t i r e m e n t  I n c e n t i v e  p r o g r a m s  f o r  th e  p u b l i c

e m p lo y e e s '  r e t i r e m e n t  s y s t e m , t h e  ju d i c i a l  r e t i r e m e n t  s y s t e m , a n d  th e  t e a c h e r s ’

r e t i r e m e n t  s y s t e m ;  r e l a t i n g  to  s e p a r a t i o n  in c e n t i v e s  f o r  c e r t a i n  s t a t e  e m p lo y e e s ;

r e p e a l i n g  a  p r o v i s i o n  p e rm i t t i n g  th e  N a t i o n a l  E d u c a t i o n  A s s o c ia t io n  to  p a r t i c i p a t e

in  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m ; a n d  p r o v i d i n g  f o r  a n  e f f e c t iv e  d a l e . "

B E  I T  E N A C T E D  B V  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

•  S e c t i o n  1 . A S  1 4 . 2 5 . 0 4 0 * a ) is a m e n d e d  to  r e a d :

( a )  U n le s s  a  te a c h e r  o r  m e m b e r  h a s  e le c t e d  t o  p a r t ic ip a te  in  the  o p t io n a l 

u n i v e r s i t y  r e u r e m e n l p r o g r a m  u n d e r  A S  U  4 0  6 6 1  -  1 4 . 4 0  7 9 9 .  a  te a c h e r  o r  m e m b e r  

c o n t r * : t i n g  f o r  s e r v ic e  v u th  a p a r t ic ip a t in g  e m p lo y e r  is  s u b je c t  to  th is  c h a p te r .  & 
s c h o o l  b o a r d  s h a l l ,  b s  r e s o lu t i o n ,  e le c t  w h e t h e r  t o  p a r t i c i a a k  in  I h c  r t d u c i i o f l J p

•1 -  C S S B  I t *  )
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contributions and benefits enacted bv this A d and shall inform  the administrator 
o f its decision. F o r school boards in existence on January 31. 1996. the board 
shall in form  the adm inistrator no later than February 1, 1996. A school hoard 
that comes into existence after January 31. 1996. shall in form  the adm inistrator 
whether it elects to by a partic jpatm g^r nonparticipating employer, A school 
board that elre tt .tQ  par tLtionte in -lhe  reductions m a r not la ter revoke in  
participation.

* Sec. 2. AS 14.25.050(a) is amended to read:
( a )  A  ( B E G I N N I N G  J A N U A R Y  1. 1 9 9 1 .  E A C H ]  t e a c h e r  w h o  is  f i r s t  h i r e d  

o n  o r  a f t e r  M a r c h  1 .  1 9 9 6 .  b v  th e  D e p a r t m e n t  o I  E d u c a t i o n .  t h c _ U n i v e r s i t v  o f  

Alaska, o r  a p a r t i c i p a t i n g s c h o o L d i s l r k t  shall c o n t r i b u t e  t o  t h e  s y s t e m  an a m o u n t  

e q u a l  t o  5 , 5  p e r c e n t  o f  th e  t e a c h e r ' s  b a s e  s a l a r y  a c c r u e d  f r o m  J u ly  1 t o  th e

WORK DRAFT WORK DRAFT 'WORK DRAFT

follow ing J u n e  3 0 .  A  t e a c h e r  who is  f l n t  h i r e d  b e f o r e  M a r c h  1 . 1 9 9 6 .  o r  w h o  

h i r e d  b v  a n o n  p a r t i c i p a t i n g  s c h o o l d i s t r i c t  on o r  after M a r c h  1 . 1 9 9 6 .  shall 
contribute to the system an amount equal to 8.65 percent o f the teacher's base salary 
accrued from July 1 to the following June 30. The employer shall deduct the 
contribution from the teacher s salary at the end o f each payroll pcnod. The 
contnbutions shall be dcJucted from employee compensation before the computation 
o f applicable federal taxes and shall be treated as employer contnbutions under 26 
U.S.C. 4 l4 th )(2 ).

• Sec. 3 . AS 14 25.070 is amended to read:
See. 14.25.070. CONTRIBUTIONS BY  EM PLOYER. F o r e m p lo y e e s  f i r s t  

hires! before M a r c h  1 . 1 9 9 6 .  and fo r employees h i r e d  afte r t h a t  d a l e  b r  i  

n o n p a r t l c i p a t ln g  s c h o o l  district, an (AN] employer shall contnbutc to the system an 
amount equal to the percentage, as certified by the administrator, o f the sum total o f 
the base salanes o f all those teachers that is required in addiuon to tcacner 
contnbutions to provide the benefits of this chapter fo r those t e a c h e r s  times the sum 
total o f the base salanes paid to th o s e  teachers by the employer. F o r  t e a c h e r s  f i r s t  

hired on or after. Mirth 1*1^. by the Department of £du«U«L Uk Inlrtrriir 
A la iM -  o r  ■ p r t k f o i t i n g  s c h o o l district, the p e r c e n t a g e  t h a t  th e  employer s h i l l  

c o n t r i b u t e  s h a l l  b e  c o m p u t e d  under thb seel Ion w ith  Ok  d a U  t h a t  a n p f k a  l o  d h a e

c ssb  t o t  )
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teachers,
• See. 4. AS 14.25.110<a) is amended to read:

(a) Subject to AS 14.25.167, a member is eligible for a normal rcurcmcnt 
benefit if the member was first hired

(1 ) (WAS FIRST HIREDJ before July I. 1975, has attained the age o f 
55 yean, and his at least 15 yean o f credited service, die list five o f which have been 
mcmbenhip service or is otherwise vested in the system;

(2) on <?r after July 1. JL225, and More March 1. 1??6, or after 
March 1. 1996. bv a nonpartkipating school district has attained the age o f 60 yean 
and has at least eight years o f mcmbenhip service;

(3 ) before M arch 1, 1996, o r on o r a fte r that date by a
nonparticipating school district h is attained the age o f 60 years, has at leist five 
yean o f mcmbenhip service, and his at least three yean o f Alaska BIA service;

(4) on o r after March 1 .1 9 96 . bv the Department o f Education, the 
University o f A laska, o r participating school districl and

I A )  h a s  a t t a i n e d  th e  a g e  o f  6 0  y e a n  a n d  h a s  a t  le a s t  f i v e  

v e a r s  o f  m c m b e n h i p  s c n l c c ;  o r

I B )  t h e  s u m  o f  t h e  m e m b e r ' s  a g e  p lu s  I h e  m e m b e r ’ s y e a r s  

o f  m c m b e n h i p  s e r v ic e  e q u a ls  o r  e x c e e d s  8 5 ;

( 5 )  b e f o r e  M a r c h  1 , 1 9 9 6 .  o r  o n  o r  a f t e r  t h a t  d a t e  b v  a

n o n p a r t l c l o a t i n g  s c h o o l district and ((4)J his at least 25 yean o f credited service, 
the last five o f which have been mcmbenhip service;

t 6 )  b e f o r e  M a r c h  1. 1996, or on <>r a f t e r  l h a l _ d a l <  b v _ i

nonparticipating school district and ((5 )) his at least 20 years o f mcmbenhip 
service;

17) before M arch 1 , 1 9 9 6 .  o r on o r  a f t e r  I h i l .  d a l t _ b r _ a  

non participating school district and 1(6)1 has at least 20 yean o f combined 
mcmbenhip service and Alaska BIA  service, the last five o f which have been 
mcmh rnhip service, or

18 )  b e f o r e  M a r c h  L  1 9 9 6 ,  o r  o n  o r  i f t t r  I h t l . d a l c  . b Y _ a

nonparticipating school district and ((7 )) has. for each o f 20 school years.

CSSB last )
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(A) at least one-half year o f membership service as a pan-time
teacher;

(B ) one fu ll year o f membership service as a full-time teacher;
or

(C ) any combination o f service qualified under this paragraph.
• See. 5. AS 14.25.110(d) is amended to read:

(d ) The monthly amount o f a retirement benefit for a member who has paid 
the full amount o f any indebtedness is one-twelfth o f the members average base salary 
dunng any three school years o f membership service multiplied fo r members first 
hired

(1 ) before March 1. 1996. o r on o r a fter that date bv a 
nonporticiDatlng school distric l by

(A ) [ ( ! ) )  two percent o f the years o f credited service earned 
before June 30. 1990, including credited fractional years, and the years o f 
credited service through a total o f 20 years; plus

(B ) [(2 )) two and one-half percent o f the years o f credited 
service earned after June 30. 1990, that arc more than 20 years of total credited 
service; o r

(2) on or after March 1 .1996 . bv the PepurtnKnl o f Education, the 
I'nivcrsitv o f Alaska, o r a participating school district by one and one-half Percent 
o f the 19mn <rf credited se rrk e

►

• Sec. 6. AS 14.25. U 0 ( j )  is amended to read:
U )  F o r  t e a c h e r s  f i r s t  h i r e d  b e f o r e  M i r c h _ L  19% . o r  o n  o r . a f t c r  t h a t  d a t a  

hv a D o n P T t l d n a t i n g  s c h o o l d i s t r i c t ,  a n  (ANJ actuanal adjustment must be made 
to b e n e f i t s  payable under (d ) o f this section for early retirement. F o r  t e a c h e r s  f l g ^  

hired on o r  a fte r M a r c h  L  19% . b r  th e  D e p a r t m e n t  o f  E d u c a t i o n ,  the L n i Y c n i i i  

• f  M u fc l TIT > n o n p a r t i c i n a l i n g  s c h o o l  district, th e  m o n t h l y  i m o u n t  o t  a  

1 1 Til l l — i  h i ” ™  d m  w t^ i ld  b e  d u e  u n d e r  ( d )  o f  th fa  v c c t io c  s h a l l  b e  r e d u c e d  I m  - 

m n l  H a l  T in e  o n » 4 i a l f  o f  o n e  p e r c e n t  t im e s  th e  n u m b e r  o f  m o n t h s ,  l o  t h e  n e a n r t  

m o n t h ,  b v  w h i c h  t h e  r e t i r e m e n t  d a t e  o (  th e  t o c h e r  f a l l s  i h o r t  o f  I h c  d i l c . M  

" h i t i i  O k  l e a t h e r  r c t t h q  W  r e i n  o f  a g e .

WORK DRAFT 'WORK DRAFT 'WORK DRAFT

cssb i o r  )
.v— r . i t  -jnd*riLn»d fc m x n r r r r r  aaaacmroi



t
2

3
4
5
6
7
8
9

10

11

12

13
14
15
16
17
18
19
2 0

21
1 1

23
24
25
26
27
28
29
30
31

• Sec. 7. AS 14.25.143(a) is amended to read:
(a) Once each year, the administrator shall increase benefit payments to

i_U eligible disabled members;
(2 ) (. TO] persons age 60 or older receiving benefits under diis system 

in the preceding calendar year;
t i )  members who were first hired before March 1. 1996. o r  on o r 

a fter that date by a nonparticipating school district (. AND TO PERSONS] who 
have received benefits under this system for at least eight years and who arc not 
otherwise eligible for an increase under this section; and

(4 ) survivors o f members described, in .( 3 ) .of this j u b ra tion -w hcn  
the member and the survivor have together received benefits under this svstem 
fo r at least eight years.

• Sec. 8. AS 14.25.143(b) is amended to read:
(b ) The increase in benefit payments applies to total benefit payments except 

for the cost-of-living allowance under AS 14.25.142. F o r members first hired on o r 
after M arch  1 . 1 9 % .  by the Department o f Education, the University o f rS ln h a  
o r a participating school district, the amount o f the increase is the lesser o f 50 
percent o f the increase in the cost-of-tiring In the preceding calendar re a r o r s i i  
percent. F o r members first hired before March 1 .1 9 9 6 . o r on o r a fte r that date 
hv a nonpartlcipating school district, the [THE] amount o f the increase is a 
percentage o f the current benefit equal to

(l>  the lesser o f 75 percent o f the increase in the cost o f living in the 
preceding calendar year or nine percent, for recipients who on July I are at least 65 
years old and for members receiving disability benefits; and

(2 ) the lesser o f 50 percent o f the increase in the cost o f living in the 
preceding calendar year or six percent, for recipients who on July I are at least 60 but 
less than 65 years oid or for recipients who on July 1 are less than 60 years old but 
who have received benefits from the system for at least eight years.

• Sec. 9. AS 14.25.167(a) is amended to read:
(a ) Benefits payable under this section arc in place o f benefits payable under 

AS 14.25.110. 14 25.125. 14 25.155. 14 25.157, 14 25.160. 14.25.162. or 14 25.164.

WORK DRAFT WORK DRAFT WORK DRAFT
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L’pon tiling an application for retirement with the administrator, or when a disabled 
member becomes eligible for normal retirement under AS 14.25.130(c), the member 
shall designate the person who is the mcmocr s spouse at the time o f appointment to 
retirement as the contingent beneficiary. However, i f  the designation o f the spouse is 
revoked under (c) o f this secuon, the member may designate a dependent approved by 
the administrator as the contingent beneficiary or may take normal or early retirement 
under AS 14.25.110 or 14.25.125. The administrator shall pay benefits under the 
option elected by the member. The member may elect an option that provides that

(1 ) the member is entiUcd to receive a reduced benefit payable for life, 
and. alter the members death, the contingent beneficiary is entitled to receive 
payments in the amount o f 75 percent o f the reduced benefit for life;

(2 ) the member is entitled to receive a reduced benefit payable for life, 
and, after the member's death, the conungcnt beneficiary is cnuilcd to receive 
payments in the amount o f 50 percent o f the reduced benefit for life; or

(3 ) f o r  m e m b e r s  f i r s t  h i r e d  b e f o r e  M a r c h  1 . 1 9 % .  o r  o n  o r  a f t e r  

that d a t e  b v  a  n o n p a r t i c i p a t i n f  s c h o o l d i s t r i c t ,  the member is entitled to receive a  

reduced benefit payable dunng the joint lifetime o f the member and the contingent 
beneficiary, and, after the death o f either the member or the conungcnt beneficiary, the 
survivor is cnutled to receive payments in the amount o f 66-2/3 percent o f the reduced 
benefit for life.

• Sec. 10. AS 14.25.168(d) is amended to read:
(d ) A benefit recipient may elect major medical insurance coverage in 

accordance wuh regulations and under the following conditions:
(1 ) a person who is younger than 60 years o f age must pay an amount 

equal to the full monthly group premium for reuree major medical insurance coverage;
(2 ) a person who is at least 60 years o f age but is younger than 65 

years o f age must pay an amount equal to one-half o l the full monthly group premium 
for retiree major medical insurance coverage;

(3 ) a disabled member or a person 65 years o f age or older is not 
required to make premium payments;

(4) a benefit rtc iflk n l who f ln t h irrd  on or a flc rJ y lird iL

WORK DRAFT WORK DRAFT WORK DRAFT
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im J fv J h e ik p a r tm c n L Q f . Education.. CniycnilY -pf A laska, o r a participating 
school district who is electing m aior medical insurance coverage Tor dependents 
eligible under (a )(2 ) o r l3J_of this section shall pay the full cost o f that insurance.

• See. 11. AS 14.25.220(42) is amended to read:
(42 ) "vested member" or 'vested teacher means an active member who 

has completed either
(A ) 15 years o f service, the last five o f which have been

membership service, for a member first hired before July I, 1975;
<B) eight years o f membership service if the member was first 

hired before M arch 1. 1996. o r on o r after that date bv a nonparticipating 
K h w L riis lr i r t :

(O  five years o f membership and three years o f B IA  service i f  
the member was Tint hired before March 1 .1996 . o r on o r after that d rt t  
by a lu n u a r i id m t ip i  K h ro l district; [OR]

(D ) 12 school years o f pan-time membership service or 12 
school years in each o f which the member earned either pan-time or full-time 
membership service; a t

j.K) five years o f membership icrrfec if the member first 
hired on o r  a fter March 1, 1996. bv the Department o f Education. 
C n irc n i lr  o f A k ik a , o r a participating K h w i district;

• S ec  12. AS 14.25.220 is amended by adding new paragraphs to read:
(44 ) "nonparticipating school distnct* means a school distnct that has 

chosen under AS 14 25.040(a) not to participate in the amendments to this chapter and 
AS 39.35 that reduce retirement contribution rales and benefits;

(4 5 ) 'participating school distnct* means a school distnct that has 
cho>cn under AS 14 25 040(a) to participate in the amendments to this chapter and 
AS 39.35 that reduce retirement contnbution rates and benefits.

• Sec. 13. AS 39 30.150(a) ts amended to read:
*a| In place o f contnbutions to the federal social secunty system that would 

have been required on bchaJf o f an employee had (he participating employer belonged 
to the social secunty system, the participating employer shall (CONTRIBUTE) an

•7. CSSB 14JK )
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amount equal to 6.13 percent o f the wages o f the employee up to the taxable wage 
base then in effect in the social secunty system as the employee contribution. This 
contribution shall (MUSTj he paid into an individual employee annuity account in the 
Department o f Administration under the terms o f the State o f Alaska Supplemental 
Annuity Plan. For employees who first become members under AS 39.35 (public 
employ .s1 retirement system) before March 1. 1996. and fo r employees o f 
nonparticipating employers, the employer [THE DEPARTMENT] shall pay 6.13 
percent o f the wages o f the empioycc up to the taxable wage base then in effect in the 
social secunty system into the individual employee annuity account established under 
this subsection as the employer contribution. For employees who first become 
members under AS 39.35 on o r a fte r March 1. 1996. except fo r employees o f 
nonparticipating employers, the percentage that the employer contributes as tho 
employer contribution is the p e rcentage that resu lti from  subtracting th» 
percentage o f Ihc employer contribution fo r the employee under AS 39,35.250 
from  12.5 percent. This wage reduction shall [MUST] be treated as an employer 
contnbution under 26 U.S.C. 414 (h )(2 ). A ll costs o f establishing and administering 
the programs established under AS 39.30.150 * 39 30.180 shall [MUST] be paid from 
the amounts available in (CONTR IBUT IONS MADE TO] the individual employee 
annuity accounts under this section. I n this subsection, "nonpartic ip a tln i 
employer”  has lh * m in in g  given In AS 39.35.680.

•  Sec. 14. AS 39.35.160(a) is amended to read.
(a) A [BEGINNING JANUARY I. 1987. EACH] peace officer o r fire fighter 

w h o  is  f i r s t  h i r e d  o n  o r  a f t e r  M a r c h  L 1 9 9 6 .  o t h e r  t h a n  a n  e m p lo y e e  o f  a  

n o n p f U d p a l i n e  employer, s h a l l  contribute t o  tho system an amount ecual t o  six 
p c r c t  at  the pctct o f f i c e r ' s  o r A r t  n x h t e r ' s  c o m p e m a t i o n .  A p e a c e  o f f l g t r _ g r  

f l r r  f t r t i i r  TThfl i i  S n t  h i r e d  b e f o r e  M a r c h  L  1 9 9 6 .  or who is a n  e m p lo y e e  oI  a 
employer, shall contribute to the system an amount equal to 'even 

and ooe-half percent o f the peace officer's or fire fighter s compensation Except f o r  
employees o f pop p a r t i c i p a t i n g  r m p b r m .  e t c h  (BEGINNING JANUARY I. 1987. 
EACH] other employee who is f ln t  hired o n  o r l f l c r  M a r c h  1 .1 9 9 0 . s h a l l  

contribute to tbe m te m  id  gm oun l n a a l la J lT * .a n d  m - h i l f  p tK M l at lh t

WORK DRAFT WORK DRAFT WORK DRAFT
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employee’s compensation. bach other employ* c who is first hired before
March 1. 1996. o r on o r after that date bv u -onpartic ipatlng employer shall 
contribute to the system an amount equal to six and three-quarters percent o f the 
employee's compensation. The contnbutions shall be deducted by the employer at the 
end o f each payroll pcnod. The contnbutions shall be deducted from employee 
compensation before computation o f applicable federal taxes, and the contnbutions 
shall be treated as employer contributions under 26 U.S.C. 414(h )(2).

• See. 15. AS J9.35.250 is amended to read:
Sec. 39.35.250. CALCULATION OF EMPLOYER'S CONTRIBUTION RA TE

(a) An employer shall make contnbutions to the system in amounts determined in 
accordance with this section. For the purposes o f this section, the past service date for 
each employer fo r employees first hired before March 1. 1996. and fo r  em p loyed 
hired on o r that date by noppmrtidp>r»n« ,s the entry dale of. dm
employer or December 31. 1972. whichever is later. The past service date fo r 
em p loyee  f ln t  hired on o r a fter March 1. 1996. other than employees o f 
nonparticipating employers, is the e n trr date o f the employer o r M arch 1. 1996. 
whichever is later After December 31. 1972. if amendments to this chapter are 
enacted that substantially affect benefits accrued before the effective date o f the 
amendment, the pxst service date will be changed to December 31 o f the year 
immediately preceding that in which the amendment is enacted The contnbution rate 
fo r em p loyed  f ln t  hired before M arch 1 . J 9 9 6 . and fo r  employees hired on o r 
a fte r that date by nonparticipating employers, is the sum o f the consolidated 
employer rate fo r those employees and the past service rate that applies to tho— 
em p loyed . The contribution ra le  fo r  em p loym  e n t  hired on o r after M arch 1. 
I ^ i  employees o f nonptutte io illng  employers, is the sum o f tin
con—Md— d employer rate fo r  those em p loyed and the past service rate th­
an p i le  to tho— em p loyee

(b ) In (a ) o f this section, 'consolidated employer rate* fo r  em p loyed f ln t  
hired before M arch 1. 1996. and fo r  em ployed-h ired on o r after that da lc_h f 
nonoartic loatiM  employers means the percentage o f compensation of all those acuvc 
employees in the system which, if paid over the pcnod o f their credited service after

WORK DRAFT WORK DRAFT WORK DRAFT
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the (THE IR ) past service date of those em p loyee  and when combined with all 
employee contributions f r om those employees, is sufficient to provide the benefits 
earned alter such past service dates. Tins percentage is uniform ly determined for all 
employers fo r employees first hired before March 1 .19 96 . and fo r employees hired 
on o r a fte r that date by nonparticipaling employers and is applicable to each 
employer. The consolidated employer rate fo r em p loyes  firs t hired on o r a fte r 
March 1. 1996. other than employee o f nonPT tlc ipnUng employers, shall be

WORK DRAFT WORK DRAFT WORK DRAFT

• l im i t 'd under this subsection with the data that applies to those
cm g lQ .Y S tti

(c) In (a) o f this section, 'past service rate" fo r employees first hired before
March 1 . 1 9 9 6 .  nod fo r employee? hired on o r  a f t e r . t h a L d a K  by noopnrtlc iM Uni 
employers means the percentage of compensation o f all t h o s e  active employees in the 
system necessary to provide the annual amount required lo amortize the unfunded 
obligations o f the employer for benefits earned dy t h o s e  e m p lo y e e s  before the 
employer's past service date over a period not to exceed 40 years. The pcnod o f 
amortization begins at the past service date o f each employer. The percentage is  

separately determined for each employer. T h e  o a s t  s e n d e e  r a t e  f o r  e m p lo y e e s  f i r s t  

h i r e d  on o r  a f t e r  M a r c h  1 . 1 9 % .  a n d  e m p lo y e e s  h i r e d  o n  o r  a f t e r  t h a t  d a t e  b r  

nonpartk iD itipg  e m p lo y e r s  s h a l l  b e  s e p t r a t d r  d e t e r m in e d  u n d e r  t h is  s u b s e c t i o n  

w i th  t h e  data that a p p l k a  t o  three c m n lo Y c t a .

Sec. 16. AS 39.35.370(a) is amended to read:
la ) Subject to AS 39.35.450. a terminated employee is eligible for a normal 

retirement benefit
(1 ) at age 60 with al least five yean credited service; (.] or
(2 ) with at least 20 yean o f credited service as a peace officer or fire 

fighter foe peace officers o r Are flghten f ln t  h ired before M arch  _L 1996. o r hired 
on o r a fte r that dale by a non Participating cm cteY tfl (. OR]

(3 ) with i t  lent 25 vein  of creditedx r r k i  m  a o a s t  Q f lk t r .a r  
fire fighter for peace officers and flrt flthten flnt hired on or ifUr March 1.
1996. other than employees of ponpirtidMdni employers;

[Al w ith at least 30 yean o f credited service for all other employees tf

CSSB 14* ) *10-
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1 the employee was first hired before March 1. 1996. o r if the employee was hired
2  on o r after that date bv n nonpartidpntlng employer; o r
3 <5) with a combination o f age nnd yean  o f credited service ctiual

.liter than 85 %
5 • Sec. 17. AS 39.35.370(b) is amended to read:
6 (b ) Subject to AS 39.35.450, a terminated employee is eligible for an early

retirement benefit at age 55 with al least five years credited service. For employers
8 first hired before March 1. 1996. and fo r employees hired on o r after that date
9 hv nonparticlpnting employers, an (AN) actuarial adjustment must be made to

10 retirement benefits paid under this section for an early rcurcmcnt benefit.
11 employees first hired on o r a fte r March 1. 1996. other than employees o f
12 nonp irtk ip a tlng  employers, the monthly amount o f a retirement benefit that
13 would be due under (c) of  this section shall be reduced b y  multip lying nn*.h«ir
14 o f one percent times the number o f months, to the nearest month, bv which the
15 retirement date o f the employee fa lb  short o f the date that the employee reaches
16 i»gc frfl.
17 • See. 18. AS 39 35.370(c) is amended to read:
1 8  (c ) For cm p tov ffl O n l h ia d  <m gr  after M arsh 1» other than fo r
19 employees o f n onpa rt lc ig it iiir-em p loye rs  Ihc monthly amount o f a. retirement
2 0  b e n e f i t  is  o n e  a n d  one-h a l f  p e r c e n t  o f  th e  a v e r a g e  m o n t h ly  c o m p e n s a t i o n  times th e

21 f vears o f c r e d i t e d  s e r v ic e .  The monthly amount o f a retirement benefit for a peace
22 officer or fire fighter first hired before March 1 .1996 . and fo r a peace officer o r
23 fire fighter hired on o r a fter thal date by a nonpartidgating employer, is two
24 percent o f the average monthly compensation times the yean o f credited service
25 through 10 yean, plus two and onc haJf percent o f the average monthly compensation
26 times the yean o f service over 10 scan. For all other employees first h i r e d  b e f o r e

27 ' March 1 .1996 . and fo r other tm p k rc q  gf nonpu rtic iia tln r tm p lo r tn  f ln t  h in d
28 on o r after that date, it is
29 (1 ) two percent o f the average monthly compensation times all yean
30 o f service before July I. 1986. and for yean o f service through a tou.1 o f 10 yean:
31 plus
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1 2 )  two and one-quarter percent of the average monthly compensation 
tunes all years of service after June 30. 1986. over 10 years o f total service through 
20 yean, plus

(3 ) two and one-half percent o f the average monthly compensation 
times all yean of service after June 30. 1986. over 20 years o f total service

• See. 19. AS 39 35 450(a) is amended to read
(a ) Benefits payable under this section on: in place of benefits payable under 

AS 39 35 370. 39.35 385. and 39.35.460. Upon filing an application with the 
administrator or when a disabled employee first anarns eligibility for normal retirement 
under AS 39 35 4 00 (0  or 39 35 410 (h ). the employee shall designate the person who 
is the employee s spouse at the time o f appointment to retirement xs the contingent 
beneficiary However, if the designation of the spouse is revoked under (c ) o f this 
•ecuon. the employee may designate a dependent approved by the administrator os the 
contingent beneficiary or may take normal or early retirement under AS 39 35 370 or 
39 35 385 or a level income option under AS 39 35 460 The administrator shall pay 
benefits under the option clcvtcd by the employee The employee may elect an opoon 
that provides that

( I )  the employee is entitled to receive a reduced benefit payable for 
life. and. alter the employee s death, the contingent beneficiary is cniitlcd to payments 
in the ;mouni of 75 percent of the reduced benefit payable for life.

>2) the cmplovee is entitled to receive a reduced benefit payable for 
life. and. after the employee s death, the contingent bcnefician s entitled to receive 
payments in the amount of 50 percent o f the reduced benefit payable for l*'c.

<31 fgiLcmflta.rtn fln l -blrrtl brfflfi.Minh JL gf hind an at
a& CLAhaLdJUL^ lJLJiaa fild^  tm g to m , employee is entitled to receive
a reduced benefit payable dunng the joint lifetime of the employee and the contingent 
beneficiary. and. after the death of cither the employee or the contingent beneficiary, 
the sum vor is entitled to receive payments tn the amount o f 66 ? / ) percent o f the 
reduced benefit payable for life

•  See. 20. AS 39 3 5 460 is amended to read
S e c  3 9  3 5  4 6 0  L E V E L  IN C O M E  O P T IO N  E g t ^ n n & f e t t g j Q n L h k n l
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before March 1. 1996. o r hired on o r a f lt iH h a l d a lc .b iL a  n onD arlk ip a llng
employer, if (IF ] ihc payment o l a rcurcmcnt pension begins before age 65. the 
amount o f pension payable ocforc and after that age may be adjusted so that an 
increased amount will be pard before the time that full social security benefit* become 
available and a reduced amount after that time, so that the employee may receive a 
more level income for life The aggregate value o f all adjusted payments may not 
exceed the actuarial equivalent o f the value o f the pension otherwise payable to the 
employee.

• See. 21. AS 39.35 475(a) is amended to read:
(a ) Once each year the administrator shall increase benefit payments to

ID  eligible disabled members;
L2J (• TOI pcrwns age 60 or older receiving benefits under this system 

in the preceding calendar year;
( 3 )  m e m b e r s  w h o  » c r c  f i r s t  h l r t s l  b e f o g  M a r c h i .  Q r  w h o

w e r e  h i r e d  o n  o r  a f t e r  t h a t  d i t e  b r  1  D O i m i f l k i f l t l l l l l  t m p l o n r . (AND TO 
PERSONS) who have received benefits under this system for at least fisc yean ta d  
who are not otherwive eligible for an increase under this section; ano

(4> s x i n . v o n  o f  m e m b e r s  d e s c r i b e d  in  ( 3 )  o f  t h is  s u b s e c t i o n  w h e n  

t h e  m e m b e r  a n d  t h e  s u n d v o r  h a * t  t o g e t h e r  r e e l e d  b e n e f i t s  u n d e r  t h i s  s y s t e m  

f o r  a t  k a r t  A r e  l e a n  

•  S e e .  2 2 .  A S  3 9  3 5  4 7 5 ( b ) »» a m e n d e d  to  re a d

(b ) The increase in benefit payments applies lo total benefit payments except 
for the cost-of living allowance under AS 39 35 4 HO F o r  m e m b e r s  f i r s t  h i r e d  o n  Of  

a f t e r  M a r c h  L  o t h e r  t h a n  a n o k t m  <A a  D o n g a r t k l o m n f  e m p l o m .  1b e  

m m c m r n  o t  A t  to m a n  h  i  p t r t c a t t n  ? ( lhg Q L r ra l b a r f l i  r a u t l lo  lh a  1m m
a l 3 0  — r e t  a l th e  i n c r r a s e  In t h e  c o a t  o f  lH n g  l a  th e  p r e c e d in g  c a l e n d a r  y e a r  

y  s t i  p t m a L  F o r  m r m b c n  f i r s t  h i r e d  b e f o r e  M a r c h  1 . l « m .  o r  h i r e d  o o  o r  

a f lr r  Ifax  d lU J a u u r e n P T lk lp a l fn i  rm f lk r e r . Lbc (T lfE I am Hint o f the increase 
ti a percentage of the current benefit equal to

( I )  the lesser o f 75 percent o f the increase in the cost o f living in the 
preceding calendar year or nme percent, for recipients who on July I are at least 65

WORK DRAFT WORK DRAFT WORK CRAFT
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scan old and for members receiving disability benefits: and
12) the Icvscr o f 50 percent o f (he increase in the cost o f living in the 

preceding calendar year or six percent, for recipients who on July I arc at least 60 but 
less than 65 years old or for recipients who arc less than 60 years old on July I but 
who have received benefits from the system for at least five years

* See. 23. AS 39.35.535(c) is amended to read:
(c ) A benefit recipient may elect major medical insurance coverage in 

accordance with regulations and under the following conditions:
(1 ) a person who is younger than 60 yean o f age must pay an amount 

equal to the full monthly group premium for retiree major medical insurance coverage;
(2 ) a person who is at least 60 years o f age but is younger than 65 

>can o f age must pay an amount equal to onc haJf o f the full monthly group premium 
I or retiree major medical insurance coverage;

(3 ) a disabled member or a person 65 yean o f age or older is not 
required to make premium payments;

»4) a  b e n e f i t  r e d o k n t  w h o  te f l n *  h i r e d  o n  o r  a f a r  M i r t h  L  1 9 9 6 .  

o t h e r  t h a n  a  r e c i p i e n t  r e c e i v i n g  b e n e f i t !  t h r o u i h . a  p o q p a r t l d p i d i n  e m p l o r y r .  

w h o  is e le c t in g  m a i o r  m e d i c a l  in s u r a n c e  c o v e r a g e  f o r  d e p e n d e n t s  e l i g i b le  u n d e r  

» a i ( 2 )  a n d  ( 3 i  o f  t h is  x c f l o n  j h a i l  p i t  Ih c  f u l l  c w l . o f . l b a l  i n s u r a n t

* See. 24. AS 39.35 is amended by adding a new secuon to read;
Sec. 39 35 565. PARTICIPATION IN REDUCED CONTRIBUTIONS AND 

BENEFITS A political subdivision or public orgamtation participating in the system 
on January 31. 1996. shall, by resolution, elect whether to participate in the reduction 
m contributions and benefits enae'ed by this Act and shall inform the administrator o f 
its decision no later than February I. 1996. A political subdivision or public 
organisation that becomes an employer in the system on or alter Febt -ary I. 1996. 
shall inform the administrator whether it has cicited to be a nonparticipating employer. 
A politic al subdivision or public organtration that is an employer in the system that 
elects to participate m the reductions may nor later decide to participate in the svstem 
as it c listed before amendment by this Act

* Sec. 25. AS 39 35 680 ts amended bv adding a new paragraph to read
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(4 1 1 nonpanicipatmg employer' means a political subdivision or public 
organization that is an employer under this system that has chosen under AS 39.35.565 
not to participate in the amendments to this chapter enacted in this Act.

- Sec. 26. F INDINGS AND PURPOSE AS TO SECS. 26 • 40. The State o f Alaska and 
many local governments and school districts arc facing the need to rcstnic urc their operations 
and their work forces in order to reduce expenditures and balance budgets. Retirement and 
separation incentives arc management tools that have been used extensively by the private 
sector, the federal government, and other state and local governments across the country. The 
purpose o f secs. 26 • 40 o f this Act is to make these management tools temporarily available 
to the state and to the municipalities and schoal districts o f the stale. Sections 26 • 40 o f this 
Act w ill citable these entities to be more efficient and cost-effective by eliminating certain 
noncsscntial positions, and producing a net reduction in personnel costs.

• See. 27. RETIREM ENT INCENTIVE PROGRAM, (a) An employer may adopt a 
retirement incentive plan under secs. 28 - 31 o f this Act. as appropriate, and designate 
categories o f employees eligible to participate in that plan. An employer need not extend the 
incentive plan to all employees who would otherwise be eligible, but may choose to extend 
the plan only to employees

(1 ) in specific budget or administrative components o f the employer.
(2 ) in specific job classifications;
(3 ) in specific geographic locations; or
(4 ) on the basis o f any combination o f factors ur.^er ( I )  * (3 ) o f this

subsection.
lb ) An employee is eligible to participate m a retirement incentive pian under sees. 

26 • 40  o f this Act only if the
(1 ) employee is a vested member o f the public employees- retirement system 

or the teachers retirement system:
(2 ) employee will be qualified to retire under AS 14 25 110 or AS 39 35 370 

alter receipt o f the credit described in ( 0  o f this section;
(3> savings to the employer m personal services costs for the employees 

position will exceed the costs to the employer for that position within three years after the 
employee is appointed to tetircmcnt

WORK DRAFT WORK DRAFT WORK DRAFT
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(c ) An employer shall file its proposed retirement incentive plan with the 
commissioner o f administration. The commissioner shall approve the plan if the plan meets 
the requirements o f sees. 26 • 40 o f this Act. except that the commissioner may approve a 
state agency's retirement incentive plan only if the office of management and budget approves 
the calculation o f savings under (b )(3 ) o f this section. A proposed plan filed under this 
section must

(1 ) identify job classifications o f employees, and specific budget or 
administrative components, eligible to participate in the plan;

(2 ) include a reimbursement agreement that
(A ) requires the employer, for each employee who retires under the 

plan, to reimburse the appropnatc retirement system, within three years after the end 
o f the fiscal year in which the employee is appointed to retirement, in an amount equal 
to

(i) the actuarial equivalent of the difference between the benefits 
the participant receives after the addition of the credit under ( 0  o f this section 
and thr ai. sunt the participant would have re. .ived without the credit, less the 
amount the participant has paid on the indebtedness determined under id) or (e) 
o f this section; and

(ii) an appropnatc share of the administrative costs o f the
program; and

(B ) provides that contributions from the employer under this section 
take priority over other obligations o f the employer to the maximum extent permitted 
by law.
<d) A member o f the teachers retirement system wno participates in an approved 

retirement incentive plan under sees. 26 - 40 o f this Act is indebted to that system for a s  

amount calculated under this suoscction. The indebtedness is 25 95 percent of the member'* 
actual compensation for the school year in which the member terminates employment, or use 
calculated school year compensation for a member who works less than the entire school year. 
An outstanding indebtedness at the time a member is appointed to retirement under an 
approved retirement incentive plan requires an actuarial adjustment to the benefits payable to 
that member
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(c ) A member of (he public employees' retirement system who participates in an 
approved retirement incentive plan under sees. 26 • 40 o f this Act is indebted to that system 
for an amount calculated under this subsection. The indebtedness is 22-1/2 percent for a 
peace officer o r fire fighter, and 20-1/4 percent for other members, o f the member s actual 
annual compensation for the year in which the member terminates employment, o r the 
calculated annual compensation for a member who works fewer than 12 months. An 
outstanding indebtedness at the time a member is appointed to retirement under an approved 
retirement incentive plan requires an actuarial adjustment to the benefits payable to that 
member.

( 0  An employee who participates in an approved retirement incentive plan under sees. 
26 • 40 of this Act receives a credit o f three years. The three years must be applied in the 
follow ing order until exhausted:

(1 ) to meet the age or service required for eligibility for normal retirement 
under AS 14 2 5 .110 or AS 39 35.370. as appropriate:

(2 ) to meet the age required for early retirement under AS 14 25.110 or 
AS 39 35.370, as appropnatc:

(3 ) to reduce the actuanal adjustment required for early retirement under 
AS 14 25.110 or AS 39 35.370. as appropnatc;

(4 ) as yean o f credited service for calculating reurement benefits,
ig ) In this secuon.

(1 ) 'department'means
(A ) a pnncipal department of the execuuvc branch o f state government: 

an independent state entity that is attached to a principal department o f the execuuvc 
branch for administrative purposes but that is not a public organizauon as defined in 
AS 39.35.680 «  part of that department fo r purposes o f this paragraph; and 

lB ) the Office o f the Governor:
(2 ) 'employer

(A ) for purposes of a retirement mcenuve plan under AS 14 25. means 
the Board of Regents of the University, the Department o f Education, or the Regional 
Resource Center, and

<B) for purposes of a retirement incentive plan under AS 39 35. has the

WORK DRAFT WORK DRAFT WORK DRAFT
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meaning given in AS 39.35.680 and includes a department.

• See. 28. AUTHORIZATION FOR STATE EMPLOYEE RETIREMENT INCENTIVE, 
/a) A state agency may adopt, and file with the commissioner o f administration fcr approval, 
a proposed retirement incentive plan for us employees.

(b ) Upon the request o f a state agency, the commissioner o f administration shall 
establish one or more pcnods dunng which the employees o l that state agency who arc 
eligible under see. 27(b) o f this Act to participa. • in a retirement incentive plan may apply to 
the commissioner o f administration to participate in the state agency's approved plan. The 
pcnods shall begin no earlier than June 30. 1995. and end no later than June 30. 1998. The 
periods shall be no less than 30 days and no more than 60 days in duration, and may not 
begin less than 30 days alter their establishment. A state agency is not required to request an 
application period, and may request more than one application pcnod.

(c ) A proposed retirement incentive plan adopted under this section may not permit 
an employee who is the governor, the lieutenant governor, or a commissioner, deputy 
commissioner, or assistant commissioner o f a pnncipaJ department o f the executive branch to 
participate in the plan.

(d ) A proposed retirement incentive plan adopted under this section may permit 
participation only by an employee who is eligible to participate under sec 27(b> o f this Act 
and who

(1 ) has been continuously employed by the state fo r at least one year before 
the employee applies to participate in the state agency's approved plan;

(2 ) is a permanent seasonal employee who has been continuously employrd 
by the state in a permanent seasonal position dunng all o f the time in the one sear before die 
em p loyeeapp lication  to participate in which the position normally is filled;

(3 ) has a job sharing agreement with a state agency in which two or more 
employees slure a single position identified by a single position control number and in which 
the employee who applies to participate in ihc plan was continuously cn.plosed by die agency 
during the portion o f the one year before the employee's application in which the employee 
normally worked under the job sharing agreement; or

(4 ) meets a combination o f the requirements o f this subsection
tc) The commissioner of administration may not accept the application of an employee
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to participate in an approved retirement incentive plan adopted under this section unless the
employee will be appointed to retirement not later than the first day o f the month that is six
months after the last day o f the application pcnod established by the commissioner under (b)
o f this section. A state agency, in a plan adopted under this section, may set an earlier date
by which an employee must be appointed to retirement in order to participate in the plan.

( 0  A state agency that has adopted a retirement incentive plan for its employees may
not appoint a person to fill a vacant position in a category o f position that was included in the

3 1

plan until after March X .  1996. unless
(1 ) the governor submits a notice to the Legislative Budget and Audit 

Committee o f the intended appointment to the position for the committee s review;
(2 ) 45 days elapse before the appointment to the vacancy is made unless the 

committee earlier recommends that the agency appoint a person to fill the position; and
(3 ) if. within the 45 days, the committee recommends that the vacancy not be 

filled , the governor reviews the request to fill the position and determines to authorize the 
hiring, in which case the governor shall provide die committee with a statement o f the reasons 
for the authonzation before the appointment to the position is made.

< g) In this section, "committee’  means the Legislative Budget and Audit Committee. 
• See. 29. AUTHORIZATION FOR RETIREMENT LN’CENTTVE FOR EMPLOYEES OF 

THE UN IVERS ITY  OF ALASKA <a> The Board o f Regents o f the University o f Alaska 
may adopt, and file with the commissioner of administration for approval, a proposed 
retirement incrntivc plan for university employees

tb) Upon the request o f the Board o f Regents, the commissioner o f administration 
shall establish one or more pcnods dunng which the employees o f the university who arr 
eligible under see. 27(b) o f this Act to participate in a retirement inccnuvc plan may apply to 
the commissioner o f admimstrauon to participate in the university s approved plan. The 
penods shall l«egin no earlier than June 30. 1995. and end no later than June 30. 1998. The 
periods shall be no less than 30 days and no more than 60 days in duration, and may not 
begin less than 30 days after their establishment. The Board o f Regents is not required to 
request an application pcnod. and may rrqt'cst more than one application pcnod

(c ) T ie  commissioner o f administration may not accept the application of an empioycc 
to participate in an approved retirement incentive plan adopted under this section unless the
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employee will be appointed to retirement not later than the first day of the month that is six 
months after the last day o f the application period established by the commissioner under (b) 
o f this section. The Board o f Regents, in a plan adopted under this section, may set an earlier 
date by which an employee o f the University o f Alaska must be appointed to retirement in 
order to participate in the plan.

<d) A participant in the optional university retirement program under AS 14.40.661 • 
14.40.799 who is vested in the public employees’ retirement system or the teachers' retirement 
system may participate in a retirement incentive plan tor that system if the participant meets 
the other qualifications o f sees. 26 • 40 o f this Act. I f  a provision o f this subsection is 
inconsistent with another provision o f law. the provision o f this subsection governs.

• Sec. 30. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR OTHER 
EM PLOYEES IN THE PUBLIC  EMPLOYEES’ RETIREMENT SYSTEM , (a) The 
governing body o f a political subdivision o f the state or public organization that has elected 
to participate in the public employees’ retirement system under AS 39.35.550 * 39.35.650 may 
adopt, and file with the commissioner o f administration for approval, a proposed retirement 
incentive plan for its employees. Upon the request o f the governing body, the commissioner 
o f administration shall establish one or more pcnods dunng which the employees o f a political 
subdivision or public organization who are eligible to participate in a retirement incentive plan 
may apply to the commissioner o f administration to participate in the approved plan. The 
pcnods shall begin no earlier than October 31. 1995. and end no later than October 31. 1998. 
The penods shall be no less than 30 days and no more than 60 days in duration, and may nor 
begin less than 60 days after their establishment. The governing body is not required to 
request an application pcnod. and may request more than one application period.

(b) The commissioner o f administration may not accept the application o f an employee 
to participate in an approved retirement inccnuvc plan adopted under this section unless the 
employee will be appointed to retirement not later than the first day o f the month that is six 
months alter the last day o f the application pcnod established by the commissioner under (a) 
o f this section. The governing body o f the political subdivision or public organization, in a 
plan adopted under this section, may set an earlier date by which an empioycc must be 
appointed to retirement tn order to participate in the plan.

• See. 31. AUTHORIZATION FOR RETIREMENT INCENTIVE FOR EMPLOYEES OF
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1 REG IONAL RESOURCE CENTERS IN THE TEACHERS’ RETIREMENT SYSTEM , (a)
2 A regional resource center that has employees who arc members o f the teachers' retirement
3 system may adopt, and file with the commissioner o f administration for approval, a proposed
4 retirement incentive plan for its employees. A plan adopted under this section must provide
5 that the application pcnod for participation in the retirement incentive plan is June 30. 1995,
6 through December 31. 1995.
7 (b ) The commissioner o f administration may not accept the application o f an employee
8 to participate in an approved retirement incentive plan adopted under this section unless the
9 employee will be appointed to retirement on or before August I, 1996. The regional resource

10 center, in a plan adopted under this section, may set an earlier date by which an employee
IJ must be appointed to retirement in order to participate in the plan.
12 • See. 32. POLITICAL SUBDIV ISION OR PUBL IC  ORGANIZATION EMPLOYMENT.
13 For purposes o f determining the years o f service requirements for retirement under
14 AS 14.75.110 o r AS 39.35.370. as appropriate, a vested member who is a state employee and
15 who applies to participate in a retirement incentive plan approved under secs. 26 • 40 o f this
16 i Act may receive credit for employment with a political subdivision or public organization
17 ' before the political subdivision or organization became an employer under the public
18 ' employees' retirement system. The member may not receive credit for those years under this
19 subsection for purposes o f determining benefits. I f  a provision o f this section is inconsistent
20 with any other provision o f law, the provision o f this section governs.
21 • Sec. 33. RECOVERY OF EMPLOYER DELINQUENCIES. To recover a delinquency
22 ’ owed by an employer other than the state under an agreement entered into under see. 27(cX2)
23 o f this Act. the Department o f Admimstrauon may
24 ( I )  direct that the amount o f the delinquency or a lesser amount be withheld
25 from any money peyafck to the employer by a state department or agency and that the amount
26 withheld be credited to the delinquency; and
27 (2 ) bnng an action against the employer.
28 •  Sec. 34. PROVISION AND AUTHORIZATION FOR ADM INISTRATIVE D IRECTOR
29 OF CO URT , (a ) The chief justice o f the state supreme court may adopt a retirement
30 incentive plan fo r an administrative director o f the Alaska Court System who is a member o f
31 the judicial retirement system under AS 22.25 012 if participation in the plan will result in

' WORK DRAFT WORK DRAFT WORK DRAFT
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savings to the court system in personal services costs within three years after Ihc 
commencement o f the plan. The administrative director may participate only if the 
administrative director is vested in the judicial retirement system and will be qualified to retire 
under AS 22.25.010 alter receipt o f the retirement incentive. To participate, the administrative 
director shall apply to the commissioner o f administration to participate in the approved court 
system plan.

(b ) The court system shall include in the retirement incentive plan a reimbursement 
agreement that requires the court system, for each administrative director o f the Alaska Court 
System who is retired under the plan, to reimburse the judicial retirement system within three 
years after the end o f the fiscal year in which the administrative director is appointed to 
retirement in an amount equal to

(1 ) the actuarial equivalent o f the difference between ihc benefits the 
admmistrauve director receives after the addition o f the credit unde, (c) o f this section and 
the amount the participant would have received without the credit, less the total o f the amount 
the participant has paid on the indebtedness determined under (d ) o f this secuon: and

(2 ) an appropnatc share o f the administrative costs o f the program.
tc) A retirement incentive plan adopted under this section must provide that 

contnbutions from  the court system under (b ) o f this section take prionty over other 
obligations o f the court system to the maximum extent permitted by law.

(d ) An administrative director o f the Alaska Coun System who participates in an 
approved retirement incentive plan is indebted to the system. The amount o f indebtedness is 
equal to 21 percent o f the directors actual annual compensation for the year in which the 
director terminates employment to participate in the program, or the calculated annual 
compensation for an administrative director who works fewer than 12 months. An outstanding 
indebtedness at the time the administrative director is appointed to retirement under an 
approved retirement inccnuvc plan will require an actuarial adjustment to the benefits payable 
to the director.

(e ) An administrative director o f ihe Alaska Court System who participates in an 
approved retirement incentive plan receives a credit o f three years that may only be used to 
meet the age requirements for normal or early retirement under AS 22.25.010(d).

( 0  The chief justice o f the Alaska Court System may adopt, and file with the

WORK DRAFT WORK DRAFT WORK DRAFT
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commissioner o f administration for approval, a proposed rcurcmcnt incentive plan for the 
administrative director o f the court system who is a member o f die judicial retirement system. 
Upon the request o f the chief justice, the commissioner o f administration shall establish a 
pcnod dunng which an administrative director eligible to participate in the retirement incentive 
plan o f the court system may apply to the commissioner o f administration to participate in the 
court system's approved plan. The period shall begin no earlier Uian June 30. 1995. and end 
no later than June 30, 1998. The period shall be no less than 30 days and nr more than 60 
days in duration and may not begin less than 30 days after establishment. The chief justice 
is not required to request an application period.

(g ) The commissioner o f administration may not accept the application o f an 
administrative director o f the court system to participate in an approved retirement incentive 
plan adopted under this section unless the administrative director will be appointed to 
retirement not later than the first day o f the month that is six months alter the last day o f the 
application period established by die commissioner under ( 0  o f this section. The chief justice, 
in a plan adopted under this section, may set an earlier date by which an administrative 
director must be appointed to retirement in order to participate in the plan.

• See. 35. REEM PLOYMENT INDEBTEDNESS; PROHIBIT ION ON REEMPLOYMENT,
(a ) I f  an individual is rccmploycd as a member o f the public employees' retirement system 
under AS 39 35. the teachers' retirement system under AS 14.25. the judicial retirement system 
under AS 22.25. or the optional university retirement program under AS 14.40.661 • 14.40.799 
after appointment to retirement under secs. 26 • 40 o f this Act, that individual forfeits the 
incentive credit received under see. 2 7 (0  or 34(c) o f this Act and is indebted to the system 
under which the individual took retirement. The indebtedness is 110 percent o f the amount 
the individual received as a result o f participation in a retirement incentive plan under secs. 
26 • 40 o f this Act and to which the individual would not otherwise have been entitled, 
including the cost o f health insurance. The amount that the individual has paid under see. 
27 (d ) or (c ) or sec. 34(d ) o f this Act will be applied as a credit toward the reemployment 
indebtedness. Interest on the reemployment indebtedness accrues from the date o f 
reemployment until the date that the individual either is appointed to retirement and accepts 
an actuarial adjustment lo  the individual’s future benefits or repays the indebtedness in full. 
The rate o f interest is that established by regulation for the public employees' retirement
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system by the public employees' retirement board and lo r the teachers' retirement system by 
the teachers' retirement board.

tbi An individual who was appointed to retirement under sees. 26 • 40 o f this Act may 
not be employed by. or enter into a contract for personal services with, a state agency or the 
University o f Alaska within the three years after the date o f appointment to rctircmcny^jsccpi

(1 ) the University o f Alaska may enter into a personal services contract with 
the individual for teaching or rcsearc^/and,

(2 ) the individual may accept employment with the legislature during a
legi: live session if the employ mcntfTsotTan hourly basis/and does not entitle the individual 
to receive retirement, health, or leave benefits.

(c ) Notwithstanding the prohibition in (b) o f this section, a state agency or die 
Univc sity o f Alaska may enter into a personal services contract with an individual who was 
appointed to retirement under secs. 26 - 40 o f this Act if the Board o f  Regents, fo r the 
University o f Alaska, or the commissioner o f administration, for a state agency, determine* 
that there is a compelling reason to do so because o f the individual’s specialized or extensive 
experience that relates to a particular program or project o f the state agency or university. 
However, a state agency may not enter into a contract with an individual under this subsection 
i f  the individual was employed by that state agency at the lime o f the individual’s appointment 
to retirement.

•  See. 36. SEPARATION  INCENTIVE PROGRAM, (a) A state agency may. with the 
approval o f the director o f the office o f manager ent and budget, establish a separation 
incentive program for its employees. The program may be offered in combination with an 
approved retirement incentive plan adopted under see. 28 o f this Act. or may be offered 
separately from such a plan. A slate agency need not extend an incentive program under this 
section to all employees who would otherwise be chg blc to participate, but may choose to 
extend the program only to employees

(1 ) in specific budget or administrative components o f the state agency.
(2 ) in specific job classifications;
(3 )  on the basis o f any combination o f factors under ( I )  and (2 ) o f this

subsection

CSSB 14« ) •24-
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(b ) A separation incentive payment under this section shall be paid in a lump sum
after the employees separation from state service, and shall be equal to the lesser o f an
amount equaling six months o f the employee's base salary, or $25,000. However, a state 
agency or the office o f management and budget may set a lower separation incentive payment 
in the state agency's separation incentive program.

(c ) Upon the request o f a state agency, the commissioner o f administration shall
establish one or more pcnods during which the employees o f that state agency may apply to 
the commissioner o f administration to participate in the state agency’s approved separation 
incentive program. The pcnods shall begin no earlier than June 30. 1995, and end no later 
than June 30. 1998. The periods shall be no less than 30 days and no more than 60 days in 
duration, and may not begin less than 30 days after their establishment. A state agency is not 
required to request an application pcnod. and may request more than one application period. 
I f  the commissioner o f administration has established one or more application periods fo r a 
state agency under see. 28fb) o f this Act. the application period or periods established under 
this subsection must coincide with the pcnod or periods established under see. 28(b) o f this 
Act.

id ) A separation incentive program established under this section must provide that 
a separation incentive payment to an employee may be made only if

(1 ) the employee is a permanent full-time or permanent full-time seasonal 
employee with at least five years o f service with the state; and

(2 ) the savings to the state agency in personal services costs for the position 
occupied by that employee would exceed, in the three years after the empioycc separates, the 
amount o f  the separation incentive payment.

(e ) I f  an individual who received a separation incentive payment under this section 
subsequently is rcemploycd by a state agency or the University o f Alaska within the three 
years after the dale that (he individual received the separation incentive payment, the 
individual is liable to the state in an amount equal to 110 percent o f the jmount o f  the 
separation incentive payment, plus interest at die rate prescribed by AS 45 .45 .010. 
commencing on the date that the individual received the separation incentive payment.

( 0  I f  an employee is eligible to participate in an approved retirement incentive plan 
adopted under see. 28 o f this Act.

WORK DRAFT WORK DRAFT 'WORK DRAFT
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(1 ) a separation incentive payment to that employee may not exceed the 
amount that the state agency would be obligated to pay to the appropnatc retirement system, 
notwithstanding tb) o f this section: and

(2 ) the employee may participate in either the separation incentive program 
under this section or the retirement incentive plan adopted under see. 28 ot this Act. but not 
both.

(g) In this section, "base salary' means the monthly salary paid to an employee under 
the applicable collective bargaining agreement, AS J9.27 .0 I I . or another applicable pay 
schedule, and includes geographic differential; if an employee is paid on an hourly basis, the 
employee's base salary is the employees hourly rale, including geographic differential, 
multiplied by the number o f hours in the employee's regular work week, multiplied by 4.35,

• Sec. 37 . OFFICE OF MANAGEMENT AND BUDGET, (a) When designating an 
employee category for participation in a retirement incentive plan or a separation incentive 
program under sees. 26 - 40 o f this Act. the executive head o f the relevant state agency shall 
describe in detail the expected effect o f the plan or program on the agency's personal services 
cost and operation. This financial report must be approved by the director o f the office o f 
management and budget before the commissioner o f administration may approve the proposed 
plan or program. The state agency shall report each year to the office o f management and 
budget on the cost o f each employee's participation and the effect on the agency's personal 
services cost and operation.

tb) The office o f management and budget shall submit to the legislature annual reports 
on the retirement incentive and separation inccnuvc programs under secs. 26 - 40 o f this Act 
beginning January 15. 1997. and conunuing through January 15. 1999. and shall submit a final 
report January 15. 2000. Each report must provide the information necessary for the 
legislature to evaluate the cffccuvcness o f the programs in achieving their objecuvcs. The 
report must include information on the designated employee categories under the incentive 
programs, including the cost o f each incentive program per participant, the cost to the slate, 
the cost to the employee, the annual budgeted amount, by state agency, for the incentives, the 
number o f posiuons deleted or left vacant, and the projected or actual net savings over th* 
three-year pcnod.

• Sec. 38. PROGRAM CHANGES, u )  An individual employee does not have a vested

WORK DRAFT WORK DRAFT WORK DRAFT
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1 or contractual right to a benefit under sees. 26 * 40 o f this Act until an agreement is executed
2 with the administrator that specifically authorizes that employee to participate in the retirement
3 incentive program under secs. 26 - 40 o f this Act or until an agreement is executed with the
4 commissioner o f administration to participate in the separation incentive program under sees.
5 26 * 40 o f this Act. The legislature reserves the nght to change any aspect o f either incentive
6 program as n relates to employees for whom participation agreements have not yet been
7 executed with the administrator or with the commissioner o f administration.
8 (b) In this section, ’administrator" means the administrator o f the public employees'
9 retirement system for employees who arc members o f that system, and the administrator o f

10 the teachers’ retirement system for employees who arc members o f that system.
11 • See. 39. REGULATIONS. The commissioner o f the Department o f Administration may
12 adopt regulations under AS 44.62 (Administrative Procedure Act) to implement and interpret
13 sees. 26 - 40 o f this Act.
14 I • See. 40. DEFIN ITIONS, (a) Unless provided otherwise in secs. 26 - 40 o f this Act. the
15 definitions set out in AS 14.25.220 apply to provisions in sees. 27 - 35 o f this Act that relate
16 to the teachers' retirement system and members o f the teachers' retirement system except that
17 |  ■employer' docs not include a school district.
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tb) Unless provided otherwise in sees. 26 • 40 o f this Act. the definitions set out in 
AS 39.35.680 apply to provisions in secs 27 - 35 o f this Act that relate to the public 
employees' retirement system and members of the public employees' rcurcmcnt system.

(c) Unless provided otherwise in this Act. the definition set out in AS 22.25.900 
applies to provisions in sees. 34 and 35 that relate to the judicial retirement system and 
members o f the judicial retirement system.

(d) In secs. 26 - 40 o f this Act.
(1 ) "judicial reuremcnt system' means the retirement system established for 

judges and justices in AS 22.25;
(2 ) “office o f management and budget* means the office o f management and 

budget in the Office o f the Governor.
(3 ) 'public employees' retirement system" means the Public Employees’ 

Retirement System o f Alaska (AS 39.35);
(4 ) "state agency"
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(A ) means
(i) the legislative branch o f state government;
(ii) the judicial branch o f state government;
(iii) a principal department o f the executive branch o f stale 

government; an independent state entity that is attached to a principal 
department o f the executive branch for administrative purposes but that is not 
a public organization as defined in AS 39.35.680 is part o f  that department for 
purposes o f this clause; and

(iv ) the Office o f the Governor;
(B ) docs not include

(i) the University o f Alaska;
(ii) a political subdivision o f the slate; or
(iii) a public organization as defined in AS 39.35 .680;

(5 ) "teachers’ retirement system" means the Teachers' Retirement System o f 
Alaska (AS 14.25).

• See. 41 . AS 14 25.045 is repealed.
• Sec. 42. Sections 27. 28. and 36 o f this Act arc repealed July 1. 1999.
• Sec. 43. Sections 29 * 32 and 34 o f this Act arc repealed July 1. 1997.
• See. 44. Sections 26 * 40 o f this Act take effect immediately under AS 01.10 .070(c ).
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1 Pagfe-6. lines 15 ■ 17-?
2 Delete "A plan adopted under this section must provide that the application period for
3 participation in the retirement incentive plan is December 31. 1995 through June 30. 1996.”
4 Insen ’’Upon the request o f the governing body, the commissioner o f administration 

shall establish one or more pcnods during which the employees o f a political subdivision or
6 public organization who arc eligible to participate in a retirement incentive plan may apply

to the commissioner o f^ ^ j s u a t i o j i  to participate in the approved plan. The periods shall
5 begm no earlier than October 1. IJJ95, and end no later than October 1, 1998. The periods

/ f  / /  / ; L/5 r
9 shall be no less than 30 days and no more than 60 d jys in duration, and may not begin less

10 than 3 0  days after their establishment. The governing body is not required to request an
& > C11 applrcation pcnod, and may request more than one application period."

12 Page 6, line 20:
13 Delete "on o r before February 1. 1997"
14 Insert "not later than the first day o f  the month that is six months after the last day
15 o f  the application pcr.od established by the commissioner under (a ) o f this section"
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• Section I . AS 39 is amended by adding a new chapter to read:
CHAPTER 38. DEFINED CONTR IBUTION  RETIREM ENT PLAN 

ARTICLE I PLAN ESTABLISHED 
Sec 39 38 010 PLAN ESTABLISHED The Public Employees Retirement 

Board sftaJi establish a defined contribution retirement plan for stale employees first 
mred on or alter January | .  1990. in *hich rcttttmcm and dcadi bcncfiLs arr pmsidcd 

ihc pun:base ui annuity, contracts a  uUscx benefit contracis. either fixed, 
satiable, or a combination of fu cd  and variable

Sec 39 38 0W  DLT1ES OF THE RETIREM ENT BOARD AND THE
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INVESTM ENT BOARD, (a) The retirement board shall
U ) provide for the admimstrauon o f the pian. including procedures for 

resolving complaints from participating employees:
(2) establish policies for the proper operation o f the plan and carry on 

other activities necessary to implement this chapter;
(3 ) take other actions required to ensure that the plan qualifies under 

the Internal Revenue Code as a qualified plan or nonqualified plan or both.
fb ) The Alaska State Pension Investment Board established under 

AS 37.10 .210 is the fiduciary o f the fund. The investment beard shall designate at 
least four investment options for employees. The investment board shall select the 
companies or other entities to which payment o f the contributions required by this 
chapter may be made, after considering the

( I )  nature and extent of the nghts and benefits that the contracts w itL— t
provide to employees who participate and to their beneficiaries:

<2', relation o f the contractual nghts and benefits to the contr,buncos
to be made under this chapter.

(3 ) suitability o f the contractual rights and benefits to the needs and
interests o f participaung employees and to the interest o f the employer tn the
employment ar.d retention o f employees; and

( 4 )  a b i l i r /  o f  th e  d e s ig n a te d  c o m p a n y  o r  o th e r  e n t ity  i o  p r o v id e  n g h ts  

a n d  b e n e f i t s  u n d e r  th e  c o n t ra c ts :
;

15) requirements ot ihc internal Revenue Code for remaining a qualdfcrt- 
plan o r nonqualified plan or both.

Sec. 39 38 030 DIRECTOR. The administrator o f the public employees' 
retirement syttcm shall serve as director o f the plan.

Sec. 39 38 040 REGULATIONS. The board may adopt regulations to 
implement this chapter under the procedures set out m AS 39 35 0*2.

Sec. 39 38 050. DUTY OF EMPLOYERS TO FURN ISH  RECORDS. Each- 
employer shall furnish the director with record*, concerning the pcnods of service. 
d i .* r  o f birth, compenudoti. new entrants into s-roce . death, withdrawals. x r A  other^ ‘ 
employee daa  necessary for the proper and effective operation o f the plan
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See. 39.38.060. ATTORNEY GENERAL. The attorney general o f ihc stale 
is the attorney for the plan and shail represent it in a legal proceeding.

Sec. 39 38.070. ADM INISTRATIVE EXPENSES. Expenses o f the plan shall 
be paid from employer and employee contnbutions to the pian in proportion to the 
amount o f the comnbuuon.

A R T IC LE :. PARTICIPATION.
See, 39.38.100. PARTICIPATION, (a) An empioycc o f the state first hired 

on or after January I. 1996. shail be included in the plan upon commencement o f 
employment with the state. Unless the empioycc has elected to participate in the 
optional university retirement program, or was first hired before January 1, 1996, an 
employee o f a political subdivision, including a school distnct. regional educational 
attendance area, and ±e University o f Alaska, or a public organization that becomes 
an employer shail be included in the plan on the effective date o f the employer's 
participation or the date o f the employee's commencement o f employment ’with the 
employer, whichever is later, if the employee is in a position that the employer has 
designated to participate m the plan.

(b ) Inclusion m the plan is a condition o f employment for a state employee 
first hired on or after January I. 1996. and for an employee designated by another 
employer to participate :n the plan except as otherwise provided for an elected official 
and for an employee o f the university who has elected to participate in the optional 
university retirement program.

See. 39 38.110 ADM INISTRATIVE D IRECTOR OF COURTS, (a ) .An 
administrative director o f the Alaska Court System first hired on or after January I. 
1996. .a a member o f the pian.

tb) An administrative director who was hired before January I. 1996. and who 
withdraws from the judicial retirement system under AS 22.25 012 on o r after 
January | .  1996. may participate :n the plan

Sec. 39.38.120. PARTICIPATION OF ELECTED OFFICIALS <J| Service 
as an elected official with an employer con unites employment as a member in the 
plan as long as the elected official has oo< filed a written waiver o f coverage with the 
director. Unless revoked, a waiver under this subsection waives coverage o f future

DRAFT WORK DRAFT WORK DRAFT
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employment as an elected official, regardless ot any change o f employer. An elected 
offic ia l may file a waiver under this subsection at any time after election to office, 
including the pcnod before taking the oaih ct office. An elected official m -. revoke 
a waiver under this subsection by filing a wnttcn revocation with the director. A 
revocation under this subsection operates prospecnvcly only, and the elected official 
may not participate :n the plan for service as an elected official while the waiver was 
in effect. There is no limit on the number o f times an elected official mav file a 
waiver o r revocation under this subsection.

(b ) An elected official included in the plan and that person's employer arc 
liable fo r contnbutions whenever that person :s an elected official unless a waiver o f 
coverage under (a) o f this section is in effect.

A RT ICLE  3. CONTRIBUTIONS. RIGHTS. AND 3ENEFITS .
Sec. 39.38.200. EMPLOYMENT CONTR IBUTIONS MANDATORY. 

Contnbutions o f employees shall be made by payroll deductions. Every included 
empioycc is considered to consent to payroll deductions. It is o f no consequer.ee that 
a payroll deduction may cause the compensation paid in cash to an employee to be 
reduced below the minimum required by law. Payment o f  an employee's 
compensation, less payroll deductions, is a full and complete discharge and satisfaction 
o f all claims and demands by the employee reianng to remuneration o f services dunng 
the penod covered by the payment

See. 59 .38 .220 CONTRIBUTIONS, (a ) An employer shall comnfcute on 
behalf o f each employee participating :n the plan an amount equal to 7.5 percent o f 
the employee s compensation payaolc at the end o f each payroll pcnod

lb ) An employee panicipatmg in the plan shail contr.buic to the plan an 
amount equal to 7.5 percent o f the employee s compensation. The contnbutions -.hall 
be deducted by the employer a: the end o f each payroll pcnod The contnbutions d u ll 
be deducted from  employee compensation before compilation o f applicable federal 
taacs. and the contnbutions shall be treaicd at employer contnbutions under 26 U.S.C. 
414 ih )(2 ) (Internal Revenue Cede)

(c ) Contnbutions vest on receipt by the plan director.
(d ) The director o f the plan shall pay the contnbutions required by this secuon

WORK DRAFT
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to ihc company or companies selected by the employee for the benefit o f the 
employee.

Sec. 39.38.220. BENEFITS. Payment o f benefits to participants o f the plan 
is the responsibility o f the company or companies designated by die investment board 
and is not the responsibility o f the investment board, the retirement board, or the 
employer. The benefits arc payable to participants or beneficiaries o f participants in 
accordance with the terms o f the annuity contract or contracts and benefit contractor 
contracts.

Sec. 39.38.230. RIGHTS UNDER QUALIFIED DOM ESTIC  RELATIONS 
O RDER . A former spouse shall be treated as a spouse or surviving spouse to the 
extent required by a qualified domestic relations order. Rights under the order do not 
take effect until the order is file 1 with the director.

See. 39.33.240. SAFEGUARD OF EMPLOYEE FUNDS HELD BY  THE 
PLAN. Employee contributions and other amounts held in the plan arc exempt from 
Alaska state and local taxes. .Amounts held on behaif of. or payable to. any employee 
o r other person who is or may become digit!c for benefits under the plan are not 
subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or 
charge o f any kind, either voluntary or involuntary, before being received by the 
person entitled to the amount under die terms o f the plan. An attempt to anticipate, 
alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of a nght 
to amounts held under the plan is void. However, an employee's right to receive 
benefits may be assigned under a qualified domcsuc relations order.

Sec. 39.33.250. EXEMPTION OF EMPLOYEE FUNDS AND BENEFITS. 
Employee contributions and other amounts held in the plan and retirement benefits 
payable under the pian arc exempt from levy to enforce the collection ot a debt as 
piovided in AS 09 38 ■ exemptions j.

A RT ICLE  4 POLIT ICAL SUBD IV ISIONS AND PUBLIC  ORGANIZATIONS.
See. 39 38 J<W. REQUEST TO PARTICIPATE, (a ) A municipality or other 

political subdivision of the state may request to oecomc an employer in the plan. The 
request shall be made after adoption c f a revolution by the legislative body o f the 
political subdivision and after approval o f the resolution by the person required by law

WORK DRAFT WORK DRAFT WORK DRAFT
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to approve it. A certified copy o f the resolution shall be filed with the director. I f  the 
director approves the request for participation, the political subdivision is an employer 
o f the plan.

(b ) A public organization may request ' o  become an employer in the plan. 
The request shail be made after adoption o f a resolution by the governing body o f the 
public organization. A certified copy o f the resolution shall be filed with the director. 
I f  the director approves the request for participation, the public organization is an 
employer o f the plan.

Sec. 39.38.310. PARTICIPATION, (a) The effective dale o f participation in 
the plan by a political subdivision or public organization is the first day o f any month 
acceptable to the governing body o f the political subdivision or public organization and 
to the board.

i.b) The political subdivision or public organization shall designate the 
departments, groups, or other classifications o f employees eligible to participate in the 
plan, and shall agree to make the contributions that are required by this chapter.

(c ) The eligible employees o f a participating political subdivision or puoiic 
organization arc bound by the provisions o f this plan and are entitled to the benefits 
provided under il

See. 39.38 320. CONTRIBUTIONS AND TERM INATION  OF 
PARTIC IPATION FOR NONPAYMENT, (a) The contributions o f an employer that 
is a particspaun; political subdivision cr public organization and the contnbutions o f- 
ns employees shall be transmitted to the director as soon as practicable alter the close 
o f the payroll pcnod for which the contnbutions arc made. I f  the employer is 
delinquent in transferring the contnbutions for more than 15 days, interest and other 
penalties shall be assessed on the outstanding contnbutions at the rate and :n the 
amount established by the board.

(b ) I f  the contnbutions axe not transmitted to the director within the 15 days, 
the director may grant an extension. I f  the political subdivision or public organization 
is in default at the end o f the extension, participation in the plan is terminated, and the 
employer shall be sent notice o f termination.

(c ) . emulation o f an employers participation in the plan docs not bar future

CSSB l<UU ) -4*
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participation in the plan by that employer.

Sec. 39 38.330. EFFECT OF AMENDMENT OF AGREEMENT, (a) A 
political subdivision or public organizauon may request that its participation agreement 
be amended. The request may be made only alter adoption o f a resolution by the 
legislative body o f the political subdivision and approval o f the resolution by the 
person required by law to approve the resolution, or. in the ease o f  a public organi­
zation. after adoption o f a resolution by the governing body o f that public organization. 
A certified copy o f the resolution shall be filed with the director.

(b ) Termination o f coverage o f a department, group, or other classification o f 
employees docs not bar future coverage o f  that department, group, or classification.

ARTICLE 5. GENERAL PROVISIONS.
See. 39.38.450. NONGUARANTEE OF EMPLOYMENT. This chapter is not 

a contract o f -mployment between an employer and an employee, nor does it confer 
a right o f  an employee to be continued in the employment o f an employer, nor is it a 
limitation o f  the right o f an employer to discharge an employee with or without cause.

Sec. 39.38.460. FRAUD. A person who knowingly makes a false statement, 
o r knowingly falsifies or permits to be falsified a record o f the plan, in an attempt to 
defraud the plan, is guilty o f a Class A misdemeanor.

Sec. 39.38.990. DEFIN IT IONS. In this chapter.
(1 ) "board’ or "retirement boaru" means the Public Employees Retirement 

3oard  established under AS 39.35.030;
(2 ) "compensation" means the total remuneration earned by an employee 

for personal services rendered to an employer, and
(A ) includes employee contnbutions under AS 39.38.210, 

pa; meats fa r leave that is actually used by the employee, the amount by which 
the employee's wages are reduced under AS 39.30 150(c), and any amount 
deferred under an employer-sponsored defeme J compensation plan; but

(B ) docs not include cost-of-liviug ditTcrmtiak. retirement 
benefits, severance pay or other sqarar.on bonuses, welfare benefits, per diem, 
expense allowances, workers’ compe nation payments, incentive cash awards, or 
payments for leave not used by the employee whether those leave payments are
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scheduled payments, lump-sum pavmcnts. donations, or cash-ins:
(3 ) "director' means the director o f the defined contribution retirement 

plan under AS 39.38.030;
(4) “elected official'" means a person whose compensation results from 

personal services rendered to an employ' r as an elected representative;
(5 ) ’employer " means the State o f Alaslta or a political subdivision or 

public organization o f the state that participates in the plan;
(6"i "investment board" means the Alaska State Pension Investment

Board established under AS 37.10.210;
t?) "member'" or "employee* means a person who is eligible to

participate in the plan and who is covered by the plan; and
(A ) includes an

(i) employee who is employed by an employer, is 
receivtng compensirion for services, is makirg contnbutions to the plan, 
and is not excluded under <B) o f this paragraph; and

(ii) elected official, if the elected orficial has chosen to 
participate under AS 39.38.120; but

<B) docs not include
(i) former members;
(ii) persons compensated on a contractual or fee basis;
(iii) casual or emergency workers o r nonpcrmar.em 

employ ees as defined m .-VS 39 25.200;
(iv ) members o f the Alaska teachers' retirement system 

under .AS 14 25. the judicial retirement system under AS 22.25. the public 
employees reurcmcni system under AS 39 35. the elected public officers' 
rcurcmcnt nstcm under former AS 3 9 J 7 , or the optional uaivcmcy 
retirement program;

(v ) employees o f the division o f  marine transportation 
engaged in opcranng the stare ferTy system who are covered by a union or 
group retirement system to which the sure makes contributions; and

(v i) the admmistrauve director o f  couits appointed under

WORK DRAFT WORK DP ur'T WORK DRAFT
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art IV, see. 16 o f the state constitution first hired before January I, 1996. 
unless the director becomes a member under AS 39 .38 .110(b);

(C ) may include employees o f the division o f  marine 
transportation excluded under (B )(v ) o f this paragraph if

(i) the State o f .Alaska formally agrees to their inclusion 
through the process o f collective bargaining; and

(ii) no coUccnvc bargaining agreement has the effect o f  
obligating contnbutions made by the state under AS 39.30.150 in the 
event the state resumes participation in the federal social security system;
(8 ) "plan"’ means the defined contribution retirement plan established 

under this chapter.
(9 ) "public organization ’ means an organization or entity

(A ) created by the constitution or taws o f  the state for the purpose 
o f administering state programs;

(B ) whose officers and employees arc paid by a method other than 
by the state payroll prepared by the Department o f Administration; and

(O  whose employees are not requited by [aw to participate in the
plan;

(101 "qualified domestic relations order* has the meaning given in
AS 39.35.68C

• Sec. 2. AS 14.25.040(a) is amended to read:
(a> A (UNLESS A TEACHER OR MEM BER HAS ELECTED  TO  

PARTICIPATE IN THE OPTIONAL UNIVERSITY RETIREM ENT PROGRAM  
UNDER .AS 14.40.66! - 14.40.799. A) teacher or member contracting for service with 
a participating employer :s subject to this chapter unless the

i l l  employer has dceied. to participate in the defined contribution 
retirement plan as p rodded io  leLof this section; or

121. teacher or member has elected to participate in the optional 
university retirement p r m m  under AS 14.4Q.66I - I4.4Q.799

• See. 3. AS 14 .25 .040 (c )-u  tmended to read:
(c ) A state legislator is not entitled to elect mcmbenhip under (b ) o f this

.*•
■v«v r«t tz tLx rrs rxxr w o a m ;

CSSB I4W )



1

1
m

3
4
5
6
m7

8

9
10

11

12
13
14
15
16
17
18
19
20

21

23
24
25
26
27
28
29
30
31

secuon if the stale legislator is covered for the same pcnod of .service under the public 
employees' retirement system (AS 39.35) fuMhg-dcfincd contribution retirement 
system (AS 3 9J 8 ). An clccuon o f membership under tb) of this section is retroactive 
to the date the state legislator took the oath of office. A state legislator may not 
receive membership credit under (b) of this section for legislative service pcrfonncd 
before the legislative session during which the state legislator elected membership 
under (b) of this section. In order to conunuc in membership service under tb) of this 
section, the state legislator must cam at least 0.3 yean of mcmbenhip service under 
other secuons of this chap1 ;r during each five-year pcnod.

• Sec. 4. AS 14.25.040 is amended by adding a new subsection to read:
(e) A public school distnct may elect to participate in the defined contnbubon 

rcurcmcnt system under AS 39.38 for tcachcn fint hired on or after January 1. 1996. 
Employment that is covered by AS 39.38 may not be considered to be credited service 
under this chapter. A public school distnct that elects to be covered by AS 39.38 for 
tcachcn who arc not membcn of this system may not later elect to return to coverage 
under this system.

* Sec. 5. AS 14.25.220(16) is amerced to read:
(16) 'employer' means a public school distnct. the Board o f Regents 

o f the Univcnity of Alaska, the Department of Educauon. [THE NATIONAL  
EDUCATION  .ASSOCIATION OF ALASKA.] the Regional Resource Ccntcn, or the 
state legislature with respect to a state legislator who ciects mcmbenhip under 
AS 14 25.040<b) that haa.not elected to participate in the defined contribution 
retirement svstem under .AS 3 9 3 8 :

“ See. 6. .AS 14.25.220(21) is amended to read:
(21 ) 'mcmbenhip service* means

(A ) full or part-time service as a teacher in a public school in 
the Tcmtory or State of Alaska, or both, under the supervision ar.d control of 
the Tcmtonal Board of Education or the Department of Education or the 
school board of a city, regional educational attendance area, or borough school 
distnct rc.tong aa Iht p m on  b  not p a r t -mating in the defined contribution 
retirement rrstcm under AS 3Q-33 for that s rm c t :
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(B) full-tim e or pan -tim e teaching at the University o f  A laska 

o r a full-tim e adm inistrative position at the University of A laska that requires 

academ ic standing and that has been approved for inclusion tn the system  by 

the director so _ lo n g , a s , t h e ,p e r s o n  is no t p a rtic ip a tin g  in the  de fin ed  

c o n tr ib u tio n  re tire m en t svstem  u n d e r  AS 3*U8 for th a t service:

( Q  any pcn od  d u n n g  which the teacher receives a disability  

ben efit under this system  or is on an approved sabbatical leave gran ted  in 

accordance with AS 14.20.310;

(D) continuous service as a state legislator when perform ed by 

a  state legislator who elects m em bership under AS 14.25.040(b). subject to the 

requirem ents of AS 14.25.040(c);

(E) full-tim e or part-tim e service as an employee o f the Special 

Education Service Agency, subject to the requirements of AS 14.25.047 so long 

as. the  D ersonJs-Jiq l g a c t iq p m in g  in  the  defined  c o n tr ib u tio n  re tire m e n t 

sv s tem  u n d e r AS 3 9 3 8  fo r th a t serv ice: or

(F) full-time o r part-um e service as an A laska Native language 

o r culture expert, subject to the requirem ents of .AS 14.25.043 w  long as the  

D ^ n o iL is  J iQ t .p a f l id p a t in £ in J h c  d e fin ed  co n trib u tio n  re tire m e n t svstem

«id4*l AS. 3g-?8.tQL .»tai .Kn3tt;

• Sec- 7 . .AS 22 .25 .0I2fa) is am ended to read;

(a ) An adm inistrative director o f the A laska Court System  appointed under 

art. IV , sec. 16 o f the state constitu tion is entitled  to retirement benefits under

L li this chapter, if  th e .a d m m iM ra tiv e  d ire c to r  wax first a p p o in te d  

b e fo re  J a n u a r y  U 1 ^ 4 .  on the term s and conditions applicaolc to a superio r court 

ju d g e  appoin ted  alter July 1. 1978. except that an adm inistrative director m ay receive 

re tirem en t benefits only with service as adm inistrative director for 10  or m ore years; 

21
12) AS 3?J3.if the admintotnuiyc dirreior firrt ipgqinld an 

or after January 1. 1996
•  Sec. 8 . AS 22.25.012(c) is am ended to  read.

(c ) An adm inistrative director f l n t  h ire d  befo re  J a n u a r r  _L_15W?, * h o
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*11* CSSB 14W )
r » t  :^ d iiL a * d  tDKLXTtD T tx r iKKCxrrxs:



1

2

3

4
5
6

7
8

9
10

I I

12
13
14
15
16
17
18

19
20
21

23
24
25
26
27
28
29
30
31

withdraws t'rcm the judicial retirement system under (b ) o f this secuon is elig ib le for 
membership in the public employees’ rcurcrnent system (AS 39 .35 ) and shall receive 
credited service in that system fo r service rendered as administrative director. To be 
e lig ib le fo r membership in the public employees' retirement system under this 
subsection, the administrative director must contribute to the public employees' 
retirement system

(1 ) the amount that would have been contributed i f the admmistrauve 
director had been a member dunng the period o f the membership in the judicial 
retirement system; and

(2 ) any contnbutions fo r service as administrative director refunded 
from  the public employees’ retirement system at the time the administrative director 
became a member o f the jud icia l retirement system.

* See. 9. AS 37 .1 0 .3 9 0 (2 ) is amended to read:
(2 ) "retirement systems" means the teachers’ rcurcmcnt system, the 

jud ic ia l retirement system, the A laska National Guard and A laska Naval M iiitia 
retirement system. Ihc .d e fin ed  con tribu tion  retirem ent p lan , and the public 
employees' rcrrcmcnt system.

* See. 10. AS 3 9 .2 5 .120(c) :s amended by adding a new paragraph to read:
(2 4 ) director o f  the defined ccntnbuuon rcurcmcnt plan.

* See. 11. AS 39 .35 .120  is amended to read:
See. 39 .35 .120 . C O M M EN CEM EN T  OF PA RT IC IPA T IO N , (a ) An 

employee o f  the stale who f l n l  h ired  be fo re  Janu a ry  1. 1996 . shail be included 
in this system upon commencement o f  employment with the state, o r on January 1. 
1961. whichever is later. Unless an employee has elected to participate in the optional 
university rcurcmcnt program under AS !•» 40.661 • 14 .40 .799 . an employee o f  a 
poliuca l subdivision o r public o rganuuuon that becomes an employer who was firs t 
h ired  be fo re  Jan u a ry  1. 19^6, shall be included tn the system on the effecuvc date 
o f  the employer's participation or the date o f  the employee s commencement o f 
employment with the employer, whichever ts later.

(b ) Inclusion in the system is a add itio n  o f employment fo r an employee who 
V'as flrrt-hlrcd .before January 1. 1996. eaccpt as otherwise provided fo r an elected

’WORK DRAFT WORK DRAFT WORK DRAFT
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official and for an employee of the university who has elected to participate in the 

optional university rcurcmcnt program under AS 14.40.661 • 14.40.799.

• See. 12. AS 39.35.158 is amended to read:

Sec. 39.35.158. ADMINISTRATIVE DIRECTOR OF COURTS. An 

administrative director of the Alaska court system first hired before January 1. 1996. 

who withdraws from the judicial retirement system under .AS 22.25.012 is eligible for 

membership in the system and shall receive credited service in the system for service 

rendered as administrative director. To be eligible for mcmbenhip in the system under 

this subsection, the administrative director must contribute to the system

(1) the amount the director would have contributed if the director had 

been a member dunng the director's period of mcmbenhip in the judicial retirement 

system; and

(2) any contributions for services as administrative director refunded 

by the system at the umc the director became a member of the judicial retirement 

system.

• See. 13. AS 39.35.550 is amended to read:

Sec. 39.35.550. REQUEST BV POLITICAL SUBDIVISION TO 

PARTIC IPATE AND ADOPTION OF RESOLUTION. A municipality or other 

political subdivision of the state mav. before January I. 19<M. request to become an 

employer in this system. The request shall be made after adoption of a resolution by 

the legislative body of the political suodivision and after approval of the resolution by 

the person required by law to approve the resoluuon. A certified copy of the 

resolution shall be filed with the administrator. If the administrator approves the 

request for participation, the pol; .::ai subdivision is an employer of the system.

• Sec. 14. AS 39 35.560 is amended to read;

See. 39 35 560. REQUEST BY PUBLIC ORGANIZATION TO 

PARTIC IPATE AND ADOPTION OF RESOLUTION. A public organization may, 

before Januar* 1. request to become an employer in this system. The request 

shall be made alter adoption of a resolution by the governing body of the public 

organization. A certified copy of die resolution shall be filed with the administrator.

If the administrator approves the request for participation, the public organization is

WORK DRAFT WORK CRAFT WORK DRAFT
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1 an employer of the system.

2 “ Sec. 15. AS 39.35.680(21) is amended to read:

3 (21) ■’member ’ or 'employee'*

4 (A) means a person eligible to participate in the system and

5 who is covered by the system:

6 (B) includes

7 ] (i) active member.

8 (ii) ii xtivc member:

9 i (iii) vested member;

10 j (iv) deferred vested member:

1 j (v) non-vestcd member:

12 (vi) disabled member:

13 : (vii) retired member:

14 (viii) an elected public officer under AS 39 35.381:

15 <C) does not include

16 (i) former members:

17 (ii) persons compensated on a contractual or fee basis;

18 (iii) casual or emergency workers or nonpcrmancnt

19 employees as defined in AS 39.25.200;

20 (iv) persons covered by the Alaska Teachers Retirement

21 System except as provided under AS 39.35.131 and 39 35 381. ikpo o s

22 covered by the dc(incd_CQiUribution_retirement plan, or persons

23 ! covered by the optional university retirement program;

24 (v) employees of the division of marine transportation

25 engaged in operating the stale ferry system who are covered by j  union

2b or g'oup retirement system to which the state makes contnbutions.

27 (vi) justices of the supreme court or judges of the court

28 of appeals or of the supenor or district courts of Alaska.

29 (vii) the administrative director of courts appointed

30 under an. IV. sec. 16 of the state constitution unless the director

31 becomes a member under AS 39 35.158. and

j WORK DRAFT WORK DRAFT WORK DRAFT
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(viii) members of the elected puoiic officers retirement 

system (former AS 39.37);

(D) may include employees of the division of mannc 

transportation excluded under (Q (v) of this paragrach provided that

(i) the State of Alaska formally agrees to their inclusion 

through the process of collective bargaining; and

(ii) no collective bargaining agreement has the effect of 

obligating contributions made by the state under AS 39.30.150 in the 

event the state resumes participation in the federal social security 

system;

* See. 16. Section 7. ch. 26. SLA  1986. as amended by see. 7. ch. 104. SLA 1989. is 

further amended to read:

Sec. 7. INDEBTEDNESS ON REEMPLOYMENT. If a participant in the 

retirement incentive program is rccmploycd as a member of the Public Employees’ 

Retirement System unde; AS 39 35. the optional university retirement program under 

AS 14.40.661 - 14.40.799. <Jk  'icfljfcd-CQiilributiQn retirement plan under 

AS 39J8 . or the Teachers' Retirement System under AS 14.25 after appointment to 

retirement under the program, the participant loses :he inccnuvc credit received under 

see 5 (c) of this Ac: and is indebted to the system. The amount of die indebtedness 

is equal to 110 percent of the amount the participant received as a resuit of 

pmticipauon in the program for which the participant was not otherwise entitled, in­

cluding die cost of health insurance. The participant is entitled to a credit to be 

applied against the reemployment indebtedness m the amount the participant has paid 

under see. 5 (d) of this Act Interest accrues on the indebtedness at the rate established 

ay regulruon from the date of reemployment until the member is appointed to 

retirement ard accepts an actuarial adjustment to the member's future benefits or until 

the amount is paid in full.

• Sec. 17. Section 9(a). ch. 89. SLA 1989. as amended by see. 6. ch. IS. SLa  1990. is 

intended to read:

(a) If a participant in the retirement mcenuve program is reemployed as a 

member of die public employees retirement system under AS 39.35, (OR) the teachers

WORK DRAFT WORK DRAFT WORK DRAFT
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1

2

3

4

5

6

7

3

9

10

11

12

13

14

15

16

rcurcmcnt system under AS 14.25._Qr the dfQpcd contribution retirement plan 

under AS 39J8. alter appointment to retirement under the retirement Incentive 

program, the participant loses the incentive credit received under sec. 2(g) of this Act 

and is indebted to the system. The amount of the indebtedness is equal to 110 percent 

of the amount the participant received as a result of participation in the program to 

which the participant was not otherwise entitled, including the cost of health insurance. 

The participant is entitled to a credit to be applied against the reemployment 

indebtedness in the amount the participant has paid under sec. 2(c), (0, and (i) of this 

Act. Interest accrues on the indebtedness at the rate established by regulation from the 

date of reemployment until the member is appointed to retirement and accepts an 

actuarial adjustment to the member s future benefits or until the amount is paid in full.

• Sec. 18. AS 14.25.W5 is repealed.

• Sec. 19. Notwithstanding AS 3?J8.020fb), enacted by see. I of this Act, unul January 1, 

1997, the Alaska State Pension Investment Board may provide fewer than four investment 

options for employees. The board shall use its best efforts to provide investment options to 

employees m a timely manner.

WORK DRAFT WORK DRAFT WORK DRAFT
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rN ' nSTNfEN i 30ARD. . a» The retirement board shall

. > provide :cr the administration or ihc pian. including procedures fcr 

receiving ccmpiaints :rorr. panrctpattng empiovces;

: )  estaoissn poiictes fc r the proper operation j f  me pian or,d canv on 
•-thcr activities necessary 'o .mpicmcr.t this chapter:

* :axc 1Lt,cr ^ » c n s  required to ensure that the pian qualifies under 
vhc Internal Revenue Cocc us i  quaiifiea plan o r nonqualified pian o r ooth.

The Aiaska State Pension Investment Board evtaoiisned rrtdcr 
A5 . - . 0  is he ttductary or the fund. The investment roord mail designate at
.east tour nvcstment trtions tor employees. The investment eoard .nan select me 
cumrar.ies : r  ttr.er entities to *n icn  pa; mcnt c f  the ;  :n ::::< ;;;cn s required r .  :h:> 
t.naptc: may re made, ittcr ::r .s :ce rtng  the

* ; f  -he r.g.nts arte re.nefts r.at me ccntrac's v . I  
-ce • ;  emcioyess *n c  participate and ■: m e;r rcnef.ciar.c.

-  reiatior. :r me cnnsracma. r.gnis and *cnc:';u *o the ::r.:r.eo ::cT ,s 
to :e  made under m u charter

* suiraciiir. it me dortrrscTuat rtgr.u and tenefits *o the needs and 
.nterests raric-.ratm g em ployers and *c me interest : :  me e r.m cye ; r. the 
emncyme.n: and retention i f  -m tticyees. r c

aci.iiy oi the designated :om p i-.y  tr tsrer entity \? provide 
and renctlts andc: the tn r .m cu .

.  requirement* of me Interna Revenue Code tor .ematnmr a tua.ifrd 1 
pian :r ncncuaiificd picn :r v i s

Se: D IR EC TO R  T 'e  *dr*  ............................. -w r  • *•* ..c :!r?!Ovcc^
.e..renter.; syttcm mall 'cr**? as teeter tt me pian

ce : .0 _■$ Mi) R E G U LA T IO N S  The board may adept rc.yaations to 
imp erven: hu  chapter under me procedures ;et out n ■Vi j *  ; . j *

S e : :9  j<| OJO D L T Y  OF E M PLO YE RS  TO FU RN ISH  RE C O R D S  Zzin 

employer mail furr.jsh the director *:th rttn cs concerning the perods at ter. ce. ii 

dares tt n.rm. camper.saaen. -.e* entrant* xw  i m « .  death *:atdra*a5 ana owe? 

employee data ncccwao ’he proper and ctfestive operation j» me p,;r.
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Sic. 39 -'3.060. ATTORNEY  GENERAL. The money jeneral o f ihe staw 
jS me attorney :or the plan and shaa! represent c n a legal prccc.

Sec. -0:3.070. ADM M S7RA7T. E  EXPENSES. Sp ru es of me Jim  ihaj| 

oe paid iron .-mployer am! r.nclove; comrouiions :o -he pun ,n propcnion :o :.-.c 

amount of me cantnbuticn.

a r t i c l e  p a r t ic ip a t io n .

See. 30 33.200. PARTICIPATION a An employee of * c  state firs: b.red 

;n :r attcr January I. I '396. snail be inclcced n me pian jpcr. commencement jf  

employment ■*«,-. me s;a;c. L'niess -.6c :mr:;>ee 6as eiec-ed : poiticipate m :r.c 

optional university :c*:remcni program. or *:;s: mred ncrcre iunua.7 •• !*?96. an 

employee ;r a political su*oc»v,s,0n. inducing :  .cr.coi distrc:. regional educational 

attendance area, and me Lm.ersity :f  AIoskc. :r  a public orgamraiicn mat Teccmes

icyer j'.a:! oc rc.ucea n me pian •- me e::«c:;vc cat: :f  me employer s 

rar;c:rat;cn :r me bare : f  me employee i dtmmer.cemcnt :t r.rp.cymcr.: vim me 

rmc.cyer. ar.icnever is .atcr..: me employer - r. a rossucn mat me emp.cyc: oas 

designated :o participate n me pian

•r.c.usicn ;n me p?ar. .s a danditicr. ; f  employment r:r a irate emnovee 

mred an or a::e: Janua.7 ;. :996. arc *:r an emcicyce :e:.;natea ay a.-.cm.cr 

emp.cyc: :o parictpaic :n me p.an .-.crrt a> cm.erv JC provided •-•: an ec -  • si* : -I * • » •»•» 1̂  •# '« i • I W . M4

—u ...r . . .  .rr.r .c>ce at me mr-crwty *ro  -.oj :  e.-tcd :o part.c-.paic n me octrcr.ai 

university retirement program.

Sec 39 33.2 53 A D M IN ISTR A T IV E  L1RHCTOR CF C C C R 7S  a. An 

4*rr.:r .:j:rauve  director or me A . ^ a  C oen  S> ::e .r. r*n; m ice m r  after 
• ̂  i a member o f me plan

An auminutnuve director *r.o * jj. \;ed retort Januar- I .<*:«?. arc * - 0

:.*;m me ;uC:cuJ retirement »v»icm artde: \S I I 35 023 or. r atm:

. onuor* . .  2996. may participate .n me pi or.

Sec : 9  33 IZO PA RT IC IPA T IO N  OF ELECTED  O FF IC IA LS , 4 | Service 
av jr. nccted o ffic ia l *d.n an em ploye : con>:;ru:ev employment as a mcrr.ee: >n me 
■an u  or.* as the elected offic ia l Jus n r , filed ; ar.ttcrt * a r .c r : :  ;a% c«Sc * t n  me 

J.tec : r  t.'nicw revoked, a * a jv e : ande: m u u c c tm o n  4 ajvci coverage ot rurure

Utr Trrr n t r i i - r l  ..*r:rr:cr r* :  f UIW *
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employment as an elected official, regardless of any change of employer. An elected

official may file a waiver ander mis suosection at any :,me alter election to office.

including the period before taicng die oath of office. An elected official may revoke

■i waiver under this subsection by filing a written revocation *-th die director. A

revocation under this subsection operates prospecuvely oniy. and the elected offictai

may net participate :n \hc pian for service an elected official wrule the waiver was

n ‘ "erc s ™ •:*T*1{ cn -he numcer or' times an elected orficiai mav file a

*a;-.er or revocation under mis subsection

. A n e :e . .e d  o tr icm i m c iu c ed  .r, m e p lan  and m .it p e rs o n s  e m c io y c r  are 
Sable fo r w rK ru h o n s  Afcs.-.evtr : . - i  person jn  t

c o v e ra g e  u r.d e r a» ot t . i s  section  :s .n  e ffe c t.

ARTICLE ; . C 0 N T R 3 f .T IO N S . RIGHTS. A W  BENEF-To
Sec 39 33 ICO. EM PLOYM ENT C C N TR BLT IC N o  M.ANZ aTC RY

WORK DRAFT WOPJ\ DRAFT
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r. mu., :c  made oy payrtii deductions Ever, rtc.udcd
employer . i c e c r e a m  tor.sent to payrc:! deductions It s ; i c  :c-.secue::cr mat
■» pa ;.:-.l ucducttcn may ;.vuse me compensation paid in cash to an empiov-e :o be 
reduced ?eicw the minimum requ.red ov aw Payment c f  an employees 
ccmcensattcn. -c iw ::on s . is a fu.i arc complete dtsc.-.a;:? and ,u::>fdc::cn
:r a:! claims arc demuncs ?y me employee relating to remu.neraticr. c: .ervcrs aur.r.c 
•he per.rc ••overeu tr.e payment

oeu * * »  * r ' lv * ? n ji 'm ih v c  <‘ ..< ISCT;vN 5 a. An empioye: s.taL cantrrute on

trehaif of each employee participating :n me pian an amount equal o * :  percent ::

he employees rcmpcnsaticn payable at me rr.d ot ;scn rayrtil rcr.co

S  Ah employee participating .n me plan snail comr.buie to me p,cr. an 

amount equal to ’  5 percent :f  the employees compensation. The cor.tnbutier.s mail 

nc deducted by me emp.c-.er at the end of cacn payroil pence The cor.tnbutier.s mail 

ce deducted from employee compensation before conputation of appitcaoie *ccc:a. 

ta.se*.. and me ccntnbutior.s shail be treated is emplo.cr comr.cutsons under I t  V S C 

■* i •** hJ( - - Internal 3 cvcr.ue Cede

c Contnbutions -eit on receipt ey me pian di:c::cf 

c The greater of me plan shall pay the contnbutions required sy mu s<rat.cn

C .V SB  I4 S . f -I.
*«*• eari; .d r ;  ttm zs rzrr sjucxmc
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to '.6c companv or companies selected by ihc empioycc for the benefit of the 

employee.

ice. .9uS __0. BENEFITS. Payment ot benefits to participants of tr.e pian 

.- u.e .csponsibilicy ot the ccmpaj.y or companies designated by the .nvcstmcnt board 
and ,s not the responsibility of the investment board, the retirement board, or the 

.mpii.'C. ».,c beneriis arc payabie 'o participants or oer.cficiar.cs of participants :n 

accordance witn :he :erms of me annuity contract :r contracts and benefit contractor 

contracts.

See 39 33 330. RIGHTS UNDER QC.AL2TED DOMESTIC RELATIONS 

. K̂  ER. a termer spouse trail ?e treated is a spcutc ar sur.r.vm! .rouse :o the 

j'.cr.i required oy a cuaiitico domestic re aticns crccr Rcgr.ts under the crcer ao not 

•axe effect until me crdc: s filed a hr. trs director.

Sec 39 3 > :- i0  SaFEG L ’ .ARD IF  E M F L 3Y E E  FYN D S H ELD  BV  THE 
* — *■ ‘ ~mpi y.cc ccr.tr.cuticni end cmer im.cunts nc.a n me mart arc exempt from, 
’•..uaxu state ar.o ecu: liees. Amounts nc.a :r. scnajf :r. : r  payaoie *o ar.v err.rtoves 
. r  'tr.e. t on *r.o  ,s cr mas reccm.c e.igicie :c r benefits ur.der me riar. ere net 
-d ;ec . :  cr.ticipaticn. anenattcn. :a:e. tranter, ass.gr.me.nt. picdgc. er.cumcrancc. ar 

s * "thy <.nd. cit.oer voluntary or nvoiuntory. rctcre octnc received v. *r*c 
ersor. er.tit.e ; to the amount c rccr the m ms at the pian. An attempt to ar.ticttratc. 

-icna*-* jc:!. 'rarster. s i ; p .  p.cdge. encunrer. cnarce. : r  str.erw jje cispotc c f a r.gr.t 
o am<.ur.:s re .a  ander the pian .$ void. rtcwever. an rm n o 'c s s  n rn t to *ccc*vc 
.cn c tit j may ~c assigned under a qualified domestic relations otccr

See 39 33 350 EXEMPTION CF EM P LO Y E  FUNDS .AND BENEFITS 

Employee contrtbutmr.s ar.d ctre.* amounts neid n 'he pun ar.d retirement benefits 

pay ame under the pian arc exempt from. to enforce the coiiccticn ;r a cert u  

pr \ dcd .p. \S !^3b exemption

ARTICLE ;  POLITICAL SUBDIVISIONS AND PUBLIC ORGANIZATIONS

Sec. :9  33 3CO REQUEST 7 0  ?AR. TIC IRATE a< A municipality or other 1 
p-'iitical luhfivtston of me state may request va become in employer n ihe plan The 

reddest .had ce made alter adoption of a rejomticn -y me legislative *vdy at the 

p-Mticai tubdivijicii ar.d adter approval ;f  me resolution ey me person required :y .aw

WORK DRAFT WORK DRAFT WORK DRAFT
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o approve • t. A certified copy of the rcsoludori snail be filed with the director. If the 

director approves die request tor participation, the political subdivision s in employer 

of the pian.

ibi A public organization may request to become .ui employer in the plan. 

The request snail re made liter adoption of a resolution by the governing bodv of the 

puoiic organization. A cerufied copy of the resolution shad be filed -*un the director 

:: the director approves the request for participation, -he public organization ;s an 

employer of the plan.

Sec. :•<? 53 510. PARTICIPATION a, The effective cate of participation n

-he pian zy j  poimcai >ucciv:sicn or puoiic trgamzation is the first day of any mor.tr.

-^.er tabie the governing ocdy ot the pcimcal subdivision :r puoiic organization arc 

to tr.e ncard.

• te gcntica. iUPdtvisicn :r  puoiic arganizaticr, ..nail designate tr.e 
debarments. r :u c s . ;r  tt.ner tlass.iicattor.s jf  employees eugtcie to participate .r. tr.e 
pier., ar.d sna.i agree to max: the cortrtcutians that are required a;, this map ter

c The eligible employees of a participating pclmcai rutrcivision ;r pucnc 

.rgamzaiion ar: -<:und r . -he provisions of this pian and are entitled to the rercfitj 1

WORK WORK 2RATT WCRX 3RA?7

• It

Sec -W ;-S ? :0  C C N 7 R 3 L T I0 N S  .AND TERMINATION C r  
? -.a . .C l?A ; .ON .-CR NON? ATM ENT a Toe contributions of art employe: that 

s a .a..;t.:pjt:r.g poetical tucoivision or pubhc organization and me contributions 
: j  rmp;oyees mail :c  uatyrratted to me aireatcr jls seen as practicable after me close 

or -.he payroi! ptr.ec  fcr *n:cn the contr.butjons are made 1: the emcioyer > 
dcnrtquer.t m trar.stcrmng the ccntrbutser.s fcr mere than .5 :ay j. merest and omc: 
rena.tics shall :< assessed on m.c outstanding contnbutions at the rate ar.d m ’he 
amount esiaciisr.c: ay the ncard.

s the tonir.cutions are r.ct transmitted -o the director *is.-.in the if  davr 

s.e ..ireotc: may grant an extension. I: me pohticai subdivision :r puaiic organization 

i  ;n tctauit at the end of the extension, pamcipaticn in the plan *  •ermmatcd. and the 

employe: jhai! re -.cr.t nciicc of termination

«-• Tcrmmaticn at an employer s participation n ihe pian dees not bar future

c s s n  t«.
. - t t . y t i  4« irr:o  r o r  J tu r« rrr
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participation :n the plan by that emcioy-r.

Sec. 39.33.330. EFFECT CF ANE.VDMENT OF AGREEMENT a) A

political sucdivision or puoiic organization may request that its participation agreement

be amended. The request may be mace oniv after adoption of i resolution by the

legislative body of the poiiticai subdivision and aocroval of the resolution bv the• • *

person required oy law to approve the resolution, or. in the case of a pubiic argam- 

zaticn. orter acopttcn u  a resciuuon by the governing body of that puoiic organization. 

A certified copy jf -.he resolution snail .e Fried v.th the director.

b' Termination of coverage :f  a deparment. group. :r ether rlassiticaticn of 

rm.pioycei tees not bar future coverage if  that deparment. g::up. :r Classification. 

ARTICLE 5 GENERAL PROVISIONS, 

aec. ;9 33.4:0 NGNGLbARANTEE ZF EMPLOYMENT This chapter .s net 

a centred*, or employment tetweer. cr. empicyer ar.d :r. employee, nor dees : confer 

a ran: :: an employee to :e continued r. me employment :r :r. empicyer. nor .s .: ;  

.mutation ; f  the ng.nt a: an empicyer *o aiscr.ar:? an employee Attn rr aukcc! cause.

aec j P .-S .-oO FT ALT) A person * rc  <no*:ngty maxes a raise statement, 
rr : v rg .y  taisitic- 'r permits 'a *e tais.iied a record rr the trier, r. an attemrt to 
defraud tr.e pian. s guilty ; f  a Class A misdemeanor

Sc: JC aoi} 2E:rr\TriC'\'5 *-•-•«• - inr-* ' ' M k • Nr Hi i4M J ••IMb iCl ,

i ’beard" rr ‘retirement trara" means the Puciic r — ic\e-a — e-t

3oari ertaoiisr.cd ander A5 39 5;  330

- ’ *:cmrcnsa::cn* means 'he tctn. rcmur.erattcr. earr.cc by ar. employee 

for rcrrcrai ser-tces rendered to ar. cmnoyer. art a

• A mciudes emncyce ccn.trcut:» r.s -r.de: AS 39 33113. 

ra'-mcr.ts ter .cave hat :s actuany aaec the empioye*. the amount ay •vrucr. 

he empiovec s wages »e reduced cr.dc: AS 5$ 50 ir'Gc . and any amount 

deferred ar.der or. employee.sponsored deferred com.pc.nsaticn pian. cut

|3 does not tr.ciucc ccst-oj*i:v;r.g di:fcrcr.t;a.s. retirement 

rer.etits. icvcrar.ce pay or other icrara’.er. bonuses. welfare benefits, per diem 

exrense allowances. Acrxers comremau- r. payments, incentive cash awards, >r 

pa.er.er.ts .or .cave net used by he empicyee Archer tho:c .cave -aver.er.ta are

•>«? cra.-mrr rr.rr mmcxztz:
CS.sH (4.14 i
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scneduled payments. lump-sum payments, donations, s r c i  n .::

3) 'director' means the director or ihe defined contribution retirement 

pian under AS 39.38.030:

(-) 'elected orficiaJ" means a person -vr.osc compensation results from 

personal services rendereu io an empioycr as an elected representative;

15) empioycr means the State ot Alaska or a poiiticai subdivision or 

puoiic organization or’ the state mat participates ,n the plan.

b1 investment sourd means the A.aska State Pension Investment 

Hoard esuclished under AS 3" 10 210:

‘memccr* or 'empioyee ’ means a person no :s eligible to

par.cipate :r. die pian ar.d vr.o s covered 'ey :he pian: and

i A, includes an

•i’> employee v.r.o .j employed an empicyer ;

•eceivmz compensation tor -.er-ices .s ma.cr.g ccr.:r.ituticns "c tr.e ~ art. 

ar.c s act etciuced uncer 3 :r mis paramarrt. ar.d

:: elected official. f the elected orfictu: his cr.csco v  

participate inuer AS 3° 3  ̂ 110: ?u:

3 does r.ct nciuae

; i forme: mcmrc:::

■ in ccrsons cnmoensatcd or. a contractual >r fee bac::.

*:* ■as.ia: :r emergency Acr.cirs ■ r -.or.rerm.ar.er.t

••••*■ •»* * »*iJ - J  wC, « »* *. C .  *  ̂ /  .

tiv) members cf the Alaska teachers rettr-.men: ,y s;em 

ar.der \S 1-15. thc.uciciai retirement system under AS 11 la . tr.e puc.ic 

empicyees -eurcmcr.t system ar.der AS •*> 3c. the eicctca public officer: 

retirement system under former \S r ; 3“ . or the trti-.rta: ar.r-ersm. 

retirement program.

(v) e.T.pioyees of the division of marine transportation 

engaged m .renting the state terry vv-tem. ‘Aho are . " . ? • .  a umcr. tr 

group retirement system to Amen the rate maxes ccr.mrutions. and

tvj) -he administrative director of coura appointed ar.der

CS.SH IO.H4 i •Ji*
> - » r : : : c L t r : :  rrxr jw rw m rr:
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in. iV, scc. ! 6 or ihc state constitution rlrst hired before January !. 1996. 
miess the director becomes a member ander AS 39 3 .1 1 iOibi:

iG  may include employes or' the division or' marine 
transportation excluded under iB  (vj or this paragraph if

i'i) the Sure of .Alaska formaily agrees to their inclusion 
through the process o f coilcctive bargaining; and

•in no collective bargaining agreement has the effect if  
obligating contributions made by the hate unaer AS 39 30 ;50 .n the 
event the state resumes parccipaticn m the federal scc.al sccunty

pian means the tetmeu ccntrtfcuticn retirement pian established
cnee: this chapter:

- 'public organization' means on organization ir entity

.A. created by the mnsiiKincr. :r  .a**: of the note for me ramose 

of idmmtstermg state programs:

2  vp.csc ifheers ano empicyees are raid ay a metncc her than 
by me -ate rayroi! prepared by the Deparmcn: o f Administration: and

• C  'Arose empicyees are not tcouired by aw o rar.:c:ra:e .n the

p. an:
'cuauhec domestic relations rrder* has the --a r*n a  -------  -

AS 39 3 :  630.
* Sec. AS .a  35 -C ia . is cmcitoed to teac

1  .'UNLESS A TEACHER CR M EM BER HAS ELECTED T I  
PARTICIPATE IN THE OPTIONAL UN IVERSITY RETIREM ENT PROGRAM  
UNDER AS . -  • 1--U ) ~99. A ; tcacr.cr or member contracting for ier- ce .vim
a participating empioycr > wbjee: to this chaste: unless ih.»

J — -nipl‘>*T has contnhu I ion
i-> provided in <e> of this ser’ ion: or

LlLJgls1ier_or-member ha< » le c tH ^ .> ^ :.£ tio |)Ki t , . jn intimui

Sec. 3. AS Id 35 v’-iCtc \ amended to teao
c; A itate .egisiatcr s not entitled to cictc: mcrr.hcrjfnp mder b ;• i

•9* CSS II I4.1i isvy : : t u r rr rnv- jw c .rrrrr



section if the state legislator is covered tor the same pcnod of server 'ir, Jcr 'he nubiic 

employees retirement system (AS 39.35) or tho defined contribution n>t>rnnient 

svstym.1. vs 39.38V An election of membership under (b) of mis section is retroactive 

to the date the state legislator took the oath of office. A state legislator mav not 

.ecei-e fTiemccrship credit under (b> ot this section for legislative ser-ice performed 

ocrore the legislative session dunng whicn the state legislator elected membership 

under ib» of this section. In order to continue .n membership service under-bi of this 

section, the state legtsiator must earn at least 0 3 years of membership service oncer 

other secuons ot 'his chapter dunng each five-year rencd.

Sec. 4. A> ;c 3;  04Q o amended adding a r.e'.v /jbsectirr. *.;■ -eac:

et A puniic school distnct may eicc: to participate m me deftned ccntncuticn 

retirement system mccr AS 59.2S for teachers first hired on :r after .‘armory !. :99p 

nmricymcr.t that :s covered ny AS a9 cts may not re consider:.; to he .'reciter: -ernice 

an.ter mis Chapter A pusiic .choci iistnc: mat rlects to be at- -red tr\ AS : • 3h fcr 

w-c..l . . .̂,o are not ..emccrs ot tms system may not ;ater e.eat to rercm to coverage 

tar.cer tms system.

' Sec. 5. AS 14 35 33C» .n .s amer.dec to react

In ‘employer' means a pucuc scr.coi aistnct. me 3oarc :f  Recents 

at the L’r.r.ersity ; f  A...ska. trte Department of Educaticn. .TrfE NATIONAL 

L C a T Iu N AohL . .ON OF ALASKA.) the Regional Resource Center*, or tr.e 

state egisiature wttn respect to a state legislator *no etects m.cmcershsc under 

AS 14 35 h 'b Lh-l t_ has pot cb-cicd to participate in the defined contributing 

P'tircrmnt sv<trrn mder \S .«■) 3S

Sec. h. AS 14 35 330(3 : amende;: to read

Z\ ‘mcmcership jcr-ice' means

5 A fall or part-time service as a tcacr.c: n a puciic c.-.ooi ;n 

the i emtcrv or Staie of Alaska. or both, unde: the surer-isicr, and cant:-! of 

the 7err.ior.ai Board of Education cr the Department :f  Education cr the 

• .̂tooi hoard at a city, regional educational attendance area, or ’torouch ichcol 

distr.c: tfjgng »fK P«TS3fl p. not DarticioatimLinJht denned contribution 

r.'lir •rn.-nt Wt-m uid.-r : s -f..,f , .

CSSB 14«< i . 10.
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3^ ruil-iime or paix-vimc teacning at the University ot Alaska 
or a full-tirr.c administrative position at the University o f  A laska that requires 
academic standing and that has been approved fo r inclusion in the system :y  
the director so Ion" as the person is not pan ic ipn tinu  in the defined 
con tribution retirem ent svstem unde r \.S 3'>J.S fo r that service;

C/ any period dunng which the teacher receives a disability 
benefit unde: this system or is cn an approved sabbatical leave granted r. 
accordance wun AS 1 - .1 0  J 10:

• D » continuous service as a state legislator when performed :y  
. :;a ;e egisiatcr wp.o elects membership ar.ee: AS I - .2 5  0>*0(b», tubject to tr.e 
requirements : f  AS :- .2 5 \ } - 0 ic .

z; fuil-;:rr.c :r  part-time - c r - c r  as an empioyee ; f  he Specie: 
Eaucuticn Service Agency, subject to the requirements o f  AS 1-.25 >o !nn-» 
j n the neryon is not n :ir ir ip ;n in u  in the defined con tribu tion  retirem ent 

>tem under \.S 39.3S fo r th:it serv ice . ; r
fuil-time ar part-time scr-uce as an .Alaska Native language 

:r  culture expert. suotec: to the requirements ; f  AS 1 - 25 CMS «> long -is the 
pe r-on  is not partic ipatim : ri the defined -on tnbn tion  retirem ent svstem 
undi-r \ S ;,) 2S fo r that service

* Sec. " . AS 22 25 3121a .s amended to react
ai An administrative director ar the A laska Court System appointed under 

art. see lo  or the state constitution .s entu.'cd to retirement cenctits under
1 h: i f  the a d m in is t r a t e  d ire c to r was firs t appointed

be fo re  Ja n u a ry  I 'Wn, on the ,c rr .s  ar.d conditions applicable to a u re rtc r court 
,udge appointed ;::c r Any ;9 ~ \  except th jt in  administrative director may receive 
retirement benefits on.** *:th service os acm in:si:at;vc director for 10 or moie years; 
>»r

>:> AS 3‘>3S i f  the adm fn iM n tiy ?  A irg gw r firs t a p p o in ted on  
•2r  a fte r  Junnarv  1. 1

* Sec. S. AS 22 25 O ll ic  .s amer.de.: to read
A ll a . • :r f i n t  h ired  be fo re  Jan u a ry  I. 19*)*. *1

WORK UFA?7  WORK DRAFT WORK DRAFT
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withdraws from die judicial retirement system under b) ot mis section is e!is»ible for

membership in die pubiic employees' retirement system »AS 5° 55 • md shail receive

credited service ,n that system for service rendered os administrative director. To be

■eligible for membership in die public employees retiicir.uit ; .e;;. moor dns

sucsection. the administrative director must contribute to the pubiic employees'

retirement system

H the amount that would have oeen contnbuted if the administrative

director had been a mcmoer aunr.g die period or' the membership :n the judicial

retirement system: ar.ti

•I any contributions fcr service as administrative tirector rsnir.ced

from the ouoiic emclovees' retirement svstem at die time he adm in  :::ra::ve director .

:ccamc i t.c.t.cc: of :r.e ucic:j; rcr:rcme::t svsicrr..
* See. >. AS 1~ !0.i90C' .s amended to read.

I ‘retirement systems' means the *eachc:s retirement y stem. :ne
I

paoiciai retirement system, the A.as.ca Naticr.ai Guard ar.d A ix x a  Naves Mtiitia 
retirement system, th»‘ defined con tribu tion  retirem ent man. ar.d me re  n o  
empicyees retirement system

* Sec. 10. AS 59 15 ilOic s ame.need cy adding a .new parasrarr. to tea-

2- director of me defined contribution retirement pian

* Sec. I ! .  AS 5 9  3 : 1 1 0  s amended :o read:

Sec. 59 55.120. COM M ENCEM ENT O r PARTICIPATION a; An : 
emrievec a: the date who m s first hir»*d h»»for«« lanuar-- I. 1 '>'»>». >.-.a.i -c r.cicaea 
r. this system cpcn commencement at employment v tn  the state. :r  cr. .’ar.uar. .. 
iPbi. whichever ,s .’ate: Unless ar. employee has elected to participate .r. the optiora. 
university retirement program under AS i- i - tQ -o i • .d.ao "99. on employee at a 
political sucdiMsscn or pucuc argamzation that becomes an empioycr who was f ir t  
h irH  h»’for<* J.im iarv 1. ’.'Wo. mail be included n tr.e v. stem on tr.e etfectivc date 
of the employers participation or the date o f the employees commencement of 

toy rr̂ cnt  ̂«!«• 'ix employer, .vr.icr.cver -s later
b Ir.c.usien n the system ts a .•.•rtcition at em ploym ent tor ar. employee 

was first hired before January 1. l**9b. eacept as rr.cr* ;c provide.: : r c.cctcd

WORK ORAFT V/CRX DRAFT WORK DRAFT

rss» uni
_r*g; r  rrr r  im c x it z z i



official and ror an employee of the university who '.as eicctca to participate in the 

optional university retirement program under AS I- -0.66i • I-l.-t0.799.

Sec. 12. AS 39 5z.l53 is amended to read:

Sec. 39 35.158. ADMINISTRATIVE D RECTO R OF CO CRTS. An 

administrative director or the .Alaska court system firm hired before Innnnrv 1. 10%, 

who withdraws from the judicial retirement system under AS 22.25.012 ;s eiizfoic for 

membership in the system and shall receive credited service ,n the system for service 

rcnccred os administrative director. To be eligible fcr membership ,n the svstem under 

this subsection, the administrative director must ccntrbute to the system

. the amount tr.e director wcuic have conir.buted ‘he director tad 

been a member curing the director > pertcd of memcersmp m the udicial retirement 

system; and

any fonitiswions tor services as zomnisirit" s tii ictor rerun i

y ..... ; • i.e..* ... he .me he director re came a mcm.rer at he ..ciciui retirement 

system.

* Sec. 15. AS 39 55 550 s amended :o rcrd:

See. : 9 i i i ; 0 .  RSQCEST =V PCL.TICAL SLDCIVISICN  TC

?a r t i c ? a «2 a n d  a c o p h o n  c f  s s s c l i t i c n  a  a n c ^ m *  «

politico: >coc:v sion o f tr.e .rate mav. before Janiinr- 1. reddest \s become cr.
empioycr ,r. this system. The request snail cc mace orer adoption 3; •. resolution t?y

the .egisiattve :ccy 3: the poiiticai subdivision and after :ncroval of he resoiuticn bv
• • •

the person required by law to approve the resoiuticn A certified ccp*. of tr.e 

.CvOic..or. trjaii re ,;,ed with the administrator .1 the administrator crcroves he 

request .cr participation, he poiiticai subdivision > in rmpicvcr :f  tr.e >ystem.

See. 14. a.5 39 55 5c0 ,s amended to read

Sec. 39 55 562. REQUEST 3V PL*3L:C CRG.A2 IZATICN TO ,

P.ART.CRATE .AND .ADOPTION CF RESOLUTION a  puciic organization may, 

iMffor1? Jan’jQ.r 1, I'V^, request to become on employer n h.is sysierr. The recce:: 

snaj! zc made otter adoption of a resolution by the gc-eming bcov of ihc rucuc 

organization A certified copy of the resoiuticn mail >r fled with -he administrator 

». Jtc administrator approves ihc request tor participate ft, he puouc crgonizancn :s

•,3> cssn ui. >l<: z^ e * r t ;ff» j  / c r a r r r r  rzxr w c rm r ro
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in employ-;: of ihc system.

* Sec. I f .  AS 39 35 6.30(2!’) is amended to read:

■21) ’member’ or ‘empiovce’

i.Ai means a person eiigibic :o participate ;n me svstem who 

wax tint hired,before .January 1. I 'm  ar.d who is covered ay the svstem.

3) includes

i) active member:

(iii inactive mcmcer:

•’ iii'! vested memcer: 

ivt deterred vested memcer: 

i v nonnested memcer: 

v*'» disabled member;

*v:; retired memcer:

vr.i* an eiecte: pucl:c rfficer .nder AS 39 2 : 33.

C aces net me.vice

• i ) termer members:

:t persons compensate:: on a contractual ;r tee nasis: 

iiti casual :r emergency workers :r nor,permanent 

empicyees as defined in AS 39 25 2CO.

iv persons covered by me .Alaska Teamens Retirement 

System except as provide: under AS 39 35.131 and 3a 35 3$:. >r>nn<

retirement plan. ;r person.* 

covered :>> the o/tionai university retirement program.

v employees of the division of mar.ne trar.sp :rat:cr. 

engaged .n tpcruting the state terry system *.no arc covered o1- i anion 

cr group retirement system to wmcn tr.e state mokes ccntnbuitcns:

vj) tusr;ces ot the supreme court cr judges cf the court 

ot appeals or of the superior or distnc: couns of .Alaska;

ivh) the administrative director ot courts aprcmtcd ; 

under ar P .. sec !o of the state constitution unless the directcr 

becomes i member under AS 39 35 i f  S. and

C.SMi J4U( • 14*
■.y»_rr>T 7 1 . ( 7  9 fA C X T 7 SC)
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iviii) members of the elected puoiic officers retirement 

system i forme: AS 39 3TV.

<D) may include employees o f  the division o f  mar.nc 
ransportafion excluded under iC )(v ) of this poragraun provided that

(\) the Stare or Alaska 'ormaJiy agrees to 'heir inclusion 

through the process of collective bargaining; and

1 ii) no collective bargaining agreement has the effect of 

acugatmg contributions mace oy the sure ander AS 39.20.1:0 in the 

-•c..t .he j«a.c .esumcs participation in the reuetaJ social security 

sccmi

Sec. 16. aecticn . ch. 26. SLA 1 as amended by sec. ", ch. SLA 198? s 

further amended to read:

Sec. " INDEBTEDNESS ON REEMPLOYMENT if a ranictcan: .n tr.e

retirement .ncentivc program s reempioyes as a member of the Public Employees

Retirement System ancer AS 39 35. the optional umversiry retirement program anccr

•*.S • l-aai) 99. the denned contribution ri»tir>‘rn»‘nt plan undi»r

■' i«2whe:s Retirement System ander AS U  2d after appointment :o

retirement mae: me program, the participant loses the incentive credit receives uncer

cc. ;  c *t mis Act and is nceoted to tr.e system. The amount : f  tr.e .r.dectecness
is equal to .10 percent z: the amount the participant rccei-.ea as a rcsu.t of

par.icipaticn .n me program tor -arnica ‘he participant a os not otherwise entitled. n*

eluding the cos: of r.eaitn insurance. The participant rs entitled to a credit #o :c

appued against the reemployment .ndcotcdness in me amount the particicar.t nos raid
‘

under >ec. r c z: m.is Act. interest accrues on the ndebrcancss at the rate established 

by regulation trom the da:e ot reemployment ar.til the memcer :s appointed to 

retirement and accepts an actuarial adjustment to the member s future ccnet.ts :r anti; 

the amount ;s paid in fail.
_
Sec. 1«. oection 9«a . cn. 89. SLA 1989, as amended by sec o. cr.. IS SLA 1990. is 

j amended to read:

‘J! I: a participant m the retirement incentive program ;s reemployed as  a 
member of the public employees retirement ivstrm ander \S 39 35, (ORJ tr.e •cacr.cn

WORK DRAFT WCP.K DRAFT WCEF. DRAFT
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rcnrement system under AS lA25t_ or the defined contribution retirement nlnn 

Under 43 J 'lJS , after appointment to retirement under the retirement incenriv» 

program, the participant .oses the incentive credit received under sec. 2tg) of this Ac: 

and is indebted to the system. The amount of the u.^bicdncss is equal to 110 percent 

ot the amount the participant received as a result of participation m the program to 

which the participant was not otherwise entitled, including the cost of ficaith insurance. 

The participant :s entitled to a credit to be appiicd against the reemployment 

indebtedness in the amount the participant has paid under sec. 2(cj. 0 , and u) of mis 

Ac:. Interest accrues on the indebtedness at the rate estaolisncd by regulation irom me 

' f •'esrr.pioyment antii the memcer ..s appointed to retirement ai .. accepts an 

acre air al adjustment to me member; mrarc benefits or until me amount :s paid :n mil. 

Sou. 18. A.S i-t 25.3-45 s repealed.

bee. 19. Notwithstanding AS 59,i8.02Cibi. enacted by sec. 1 of this Act. untii Jar.uairy \
. • - . ...e A-asxa S«ace Pension .nvesimc.nt Board may provide fewer thar. four .nvestmen: 

options :cr empioyees. The board snail :<c .ts rest efforts to provide investment actions to 

empicyees n a timetv manner.

WCR.% DRAFT WORK DRAFT WORK DRAFT
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liinr.iii. \I,i>K,i - mi,si ii iksj

Sectional Analysis

-C S SB  148( )- 
(Work Draft 9-LS0941NG dated 4/11/95)

"An Act relating to a defined contribution retirement plan for state 
employees and for certain employees of participating municipalities, other 
political subdivisions, and public organizations, and repealing a provision 

permitting the National F.ducation Association to participate in the teachers'
retirement system."

•SECTIO N  1.

Article I -

Sec. 39.58.010 - The Defined Contribution Pension Plan is established by the 
Public Employees Retirement Board for state employees first hired on or after 
January 1, 1996. Retirement and death benefits w ill be provided through the 
purchase of annuity or other contracts, as determined bv the Board.

Sec. 39.38.020 - D U TIES OE T i IE (PERS) RETIREM EN T BOARD AN D  TI IE 
A LA S K A  STA TE PENSION IN VESTM EN T BOARD (ASPIB):

Sets out requirements for the (PERS) Retirement Board to follow r eg a'ding 
administration, operation of the Plan. Requires that the Board take steps 
necessary to assure that Plan fits under IRS guidelines.

Set> out requirements for (ASPIB) Investment Board to act as fiduciary of the 
fund, including investment activities, designation of at least four investment 
options for employees to choose; also gives Board directions regarding 
investment parameters. Requires that the Board take steps necessary to 
assure that Plan tits under IRS guidelines.

S»x 39.38 030 - D IRECTO R

The Administrator of PERS shall serve as the director ol the Plan

1



Sec. 39.38.040 - REGU LATIO N S

The (PERS) Board may adopt regulations to carry out the Plan.

Sec. 39.38.050 - DUTY OE EM PLOYERS TO FURNISH RECORDS.

Requires that each employer shall furnish the director with records 
concerning employee data necessary for the proper and effective ope: ition of 
the Plan.

Sec. 39.38.060 - ATTO RN EY G EN ER A L

Provides that the Attorney General of the* State of Alaska serves as the 
attorney for the plan and shall represent it in a legal proceeding (PERS/TRS 
statute language.)

Sec. 39.38 070 - A D M IN ISTRA TIVE EXPENSES.

The administrative expenses of the Plan shall be paid from contributions.

A R T IC LE  2. PARTIC IPATIO N  

Sec. 39 38.100 - PARTIC IPATIO N

This Plan includes state employees first hired on or after January I, 1996. It 
also sets out when employees of a politic*! subdivision. REAA , University of 
Alaska or public organization that becomes an employer ot the plan are 
eligible.

Sec 39.38.110 • A D M IN ISTRA TIVE D IRECTO R OE COURTS

The Administrative Director of Courts is eligible to become a member ot the 
plan if hired on or after January 1. 1996.

Sec 39 38.120 - PARTIC IPATIO N  OF ELEC TED  O FFIC IALS

Elected officials are eligible to become members ot the Plan on or after January 
1. 19% if serving as an elected official with an employer under the plan. As 
with PERS and TRS, the elected officials have the right to tile a waiver and 
not participate in the plan if they so choose



A R T IC LE  3. CO NTRIBUTION S, RIGHTS AND BEN EFITS

Sec. 39 38.200 EM PLO YM EN T CO NTRIBUTIONS M ANDATORY

Contributions os employees arc mandatory and arc made by payroll 
deductions.

Sec. 39 38.210 - CO NTRIBUTION S

The employer contribution on behalf of employee participating :n plan is an 
amount equal Jo 7 3T of employee's compensation payable at the end of each 
payroll pcnod

Employee s contributions * 7 5% of employee's compensation payable at the 
end of each payroll pcnod

Contributions vo t upon receipt by die Plan director

Both employer and employee contributions will be paid to a company or 
companies selected by the employee tor the employee's benefit

Sec 39 38 220 • BENEFITS

Payment of retirement benefits to participants or beneficiaries of participants 
is the responsibility of the company or companies that the employee chooses 
in accordance with the terms ol the contracts.

Sec 3938 230 • RIGHTS U N DER Q U A LIF IED  DOM! STIC RELATIO N S 
O RD ER

A> with PERS and TRS retirement plans, a former spouse d u ll t v  treated as a 
spouse or surviving spouse to the ester.t required by a qualified domestic 
relations order

Sec 3938 240 • S A IE C L A R D O E  EM PLOYEE IV N D S H E L D  BY T i l l  PI AN

Emplovee contributions ar«* eu-mpt from Alaska state and local tasc~> Ai>« 
boilerplate" language re Qualified Domestic Relation* Order

3
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Sec. 39.38.250 - EXEM PTION OF EM PLO YEE FUNDS AN D  BEN EFITS

Employee contributions and other amounts held in the plan are exempt from 
levy to enforce the collection of debt. (See AS 9 38 - "Exemptions").

A R T IC LE  4. PO LIT IC A L SUBDIVISIONS AN D  PU BLIC  O RG A N IZA TIO N S

Sec. 39.38.300 - REQUEST TO PARTIC IPATE

A municipality or other political subdivssion of the slate may request to 
become an employer of the defined-contribution retirement plan if the entity 
follows certain procedures, i.e. adoption of a resolution and director s 
approval.

Sec 39 38 310 • PARTICIPATION

Sets out effective date o* political subdivision's participation Allows 
subdivision/organization to select certain groups, departments, classifications 
of employees who are eligible to participate

Sec 39 38 320 - CO NTRIBUTION S AN D TERM IN ATIO N  OE 
PA RTIC IPA TIO N  FOR NON-PAYM ENT

Sets out directives tor participating organization/political subdivision to meet 
regarding contributions. late payments, etc

Sec 3938 330 - EFFECT OE AM EN DM ENT OE A G REEM EN T

Amendments to agreements between political subdivisions/public 
organizations may request that parttapa* on agreement Iv  amende! Sets out 
procedures for amendment and conditions of acceptance by plan director

A R T IC LE  * C EN TR A L PROVISIONS

S v  39 38 450 . N O N GUARAN TEE O F EMPLOY MI NT

This chapter ;* not a contract of employment between an emplover arnt 
employee

S*-c 39 3H . FRAUD

•x-tv out penalitc* tor committing fraud regarding the Han

2



Sec 39 38.990 - DEFINITIONS 

•SECT ION 2.

AS 14.25.040(a) is amended:

A teacher or member contracting (or service with a participating employer is 
subject to TRS unless the employer has elected to participate in the defined* 
contribution plan, or has elected to participate in the University of Alaska’s 
optional retirement plan (AS 14 40661-14 40 799).

•SECTIO N  3.

AS 14 25 040(c) is amended:

A state legislator is not eligible for participation under TRS it the legislator is 
covered by PERS (current law) or the defined-contnbution retirement plan 
during the same period of service

•SECTIO N  4.

AS 14 2 5 040 is amended to add:

A public school district may elect to participate :n the defincd-contribution 
retirement plan tor teachers urst hired on or after January I. 1996. Once a 
school district has elected to be covered for teachers who are not members 
under this section, the school district may not later elect to return to coverage 
under TRS

•SECTIO N  5.

AS 14 25 22(K lt>) is amended to delete employer reference to The National 
Education Association of Alaska* Also.

•SEC T IO N  <». (Technical amendments)

IVtmev who can and cannot participate in the deftned-contrtbution 
retirement plan and TRS plan

•SEC T IO N  7 • AD M IN ISTRATIVE D IRECTO R O l CO URTS

A s 22 25 012(a) • Technical amendment to allow only administrator of courts 
participation d newly appointed on or after January 1. I ‘»*H.

<•



•SEC T IO N  8 - Technical amendment relating to Administrative Director of 
Courts.

•SEC T IO N  9.

Amends AS 37 10 390(2) to further define ’retirement systems" to include the 
defined contribution retirement plan.

•S E C T IO N  10.

Amends AS 39.25.120(c) to include the director of defined contribution 
retirement plan under the partially exempt service

•SECTIO N  11.

Amends AS 39 35 120 * Technical to rite inclusion tinder the dcttncd* 
contribution retirement plan only on or after January 1. 1996

•SEC U O N  12.

Amends AS 39 35 158 * Technical to a te  inclusion under the defined* 
contribution retirement plan only on or after January 1. 1996, (to apply to 
administrative director of courts)

•SECT IO N  13.

Amends AS 39 3 3 350 • REQUEST BV P O LIT IC A L  SUBDIVISION TO 
P A R T IC IPA TE  AN D ADOPTION O F RESOLUTION

Technical amendment to cite inclusion under the defined*contnbution 
retirement plan only on or after lanuary 1. l ‘>96 Would end PERS 
participation for new hires

•SECTIO N  14.

Amends AS 39 35 >60 - REQUEST BV PU BLIC  O RGAN IZATIO N  TO 
PA R T IC IPA TE AN D ADOPTION OF RESOLUTION

Technical amendment to cite inclusion under the defined-conmbution 
retirement plan only on or after January 1. 19%  Would end PERS 
participation for new hires



Amends 39.35.680 (21)

Technical amendment to cite inclusion under the defincd-contribution 
retirement plan only on or after January 1, 1996. Would end PERS 
participation for new hires.

•SECTION 16.

Technical amendment re: statutory law cite regarding RIP reemployment to 
cite dcfined*contribution retirement plan, (indebtedness on reemployment)

•SECTIO N  17.

Technical amendment re statutory law cite regarding RIP reemployment to 
cite defined'Contribution retirement plan (indebtedness on reemployment • 
incentive credits)

•SECTIO N  18.

Repeals AS 14 25.045 re: participation by N EA  employer.

•SECTIO N  19.

A llows Alaska State Pension Investment Board to otfer fewer than lour 
investment options to participants in the dcfincd*contribution retirement 
plan until January 1. 1997, giving the Board time to gear up for the new plan

•S E C T IO N  15.
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W I L L I A M  M
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March 14. 1995

Slate of Alaska
Public Employees’ Retirement Board 
Department of Administration 
Division of Retirement & Benefits 
P O. Box 110203 
Juneau. AK 99811-0203

Dear Members of the Board:

Actuarial Certification

The actuarial valuation required for the State of Alaska Public Employees’ Retirement 
System has been prepared as of June 30. 1994 by William M. Mercer. Incorporated. The 
purposes of the report include

(h  a review of experience under the Plan for the year ended June 30. 1994.

(2) a determination of the appropriate contribution rate for each employer in ihe 
System;

(3) the provision ot reporting and disclosure information for financial 
statements, governmental agencies, and other interested panics.

In preparing this valuation, wc have employed generally accepted actuarial mcth»xls and 
assumptions, in conjunction with employee data provided to us by the System’s staff and 
financial information provided by the audited rcpon from KPMG Peat Marwick. to 
determine a sound value for the System liability. This data has not been audited, but it 
has been reviewed and found to be consistent, both internally and with prior years' data 
The actuarial assumptions arc based on the results of experience studies presented to the 
Board in October 1991 and October 1994

The contribution requirements arc determined as a percentage of payroll, and reflect (he 
cost of benefits accruing in PY95 and a 25-year rolling amortization ol the unfunded 
accrued liability Ihc amortization period is set by the Board. Contribution levels are 
recommended by the Actuary and adopted by the Board each year The ratio of assets 
to liabilities decreased from 95 4^ to 94 8T during the year Over the years, progress 
has been made toward achieving the funding objectives of die System
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There were no significant changes in the demographic actuarial assumptions or actuarial
methods used in the determination of svstem liabilities this year. However, there was a• *
change in the economic actuarial assumptions and asset valuation method. The 
assumptions and methods, when applied in combination, fairly represent past and 
anticipated tuture experience of the System

The total inflation assumption was changed from 5^ to 4r; annually This in turn 
a.Tcctcd the economic assumptions, including investment return, salary scale, and health 
cost trend. The following table shows the prior and new economic assumptions:

Prior
Assumption

New Assumption 
600/94

Inflation 5 0*7 4 0*7
Investment Return 8 75*7 8.0"*
Salary Scale:

Inflation 5 .0 * 4.0*7
Productivity 0 5$ 0.5*1
Merit (first 5 years* 1 0% 1 0*7

Health Cost Trend
FY95 9.5% 9.5%
FY96 8 5 % 8 5%
FY97 7.5% 7 5%
FY98 7.5% 6 5%
FY99 & later 7 5% 5.5% |

The method for calculating valuation assets was changed The new asset valuation 
method smooths the difference between expected investment return and actual return 
during a given year. The method spreads the results over live years by recognizing 20*7 
of the invcstmcn' gam or loss in each of the current and preceding four years Ry 
spreading the asset gain or loss, only ihc investment return is smoothed, producing a less 
volatile result, leading to overall contributions which arc easier to budget and at the same 
time remain appropriate to properly fund the system
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Future contribution requirements may differ from those determined in the valuation 
because of:

< 11 differences between actual experience and anticipated experience based on
the assumptions;

(2> changes in actuarial assumptions or methods;

(31 changes in statutory provisions; or

<4) differences between the contribution rates determined by the valuation and
those adopted by the Board.

The tindersicncd arc members of the American Academy of Actuaries and arc lulls 
qualified to provide actuarial services to the State of Alaska

We believe that this .cport conforms with the requirements of the Alaska statutes, and 
where applicable, other federal and accounting laws, regulations and rules, as well as 
generally accepted actuarial principles and practices

Sincerely.

Peter L . Godfrey. F IA . MAAA 
PrincipalManaging Director

unit r»; a m ,.
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Highlights

This report has been prepared by William \ l Mercer. Incorporated to:

(1) present the results of a valuation of the Alaska Public Employees* Retirement
System as of June 30. I 904;

(2l review experience under the plan for the year ended June 30. 1994;

i3i determine the appropriate contribution rate for each employer in the System;

(4) provide reporting and disclosure information for financial statements, governmental
agencies, and other interested parties.

The report is divided into three sections. Section I contains the results of the valuation It 
includes the experience of the plan during the I ‘>04 Fiscal Year, the cuncm annual costs, and 
reporting and disclosure information

Section 2 describes the basis of the valuation It summarizes the pian provisions, provides 
information relating to the plan participants, jnd describes the funding methods and actuarial 
assumptions used in determining liabilities and costs.

Section 3 contains additional exhibits showing historical information on system expcrie. e. 
unfunded liabilities, and the value of accumulated benefits.

Ihe principle results arc as follows

1993 1994
Funding Status as of June 3d:

(a) Valuation Assets* S 3.936.776 S 4 379.305

ib) Accrued Liability*

i) NonAlcdical Benefits 2.963.975 3.377.405

ii) Total Benefits
(including medical) 4.125.761 4 .6 2 0 .i 82

(cl Funding Ratio, (at (bi

0 Non*.Mcdical Benefits 132 8*« 129.7%

in  Total Benefits (including medical) 95.4% 94 8%

• In thousands

I
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Empioycr Contribution Kates 
for Fiscal Year:

(at Consolidated Rate II  29%

ib> Average Past Service Rate 1.53%

(c| Average Total Contribution Rale 12 82°->
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Analysis of the Valuation

As shown in ihc Highlights section of the report, the funding ratio as of June 30. 1904 has 
decreased from 95.4% to 94 8%. a decrease of 0o%. Ihe average empioycr contribution rate 
has reduced from 12 X2% of payroll fcr FY96 to 12.14% for FY97. a reduction of 0.68% of 
payroll The reasons for the change in the funded status and contribution rate arc explained 
below

(I)  Retiree Medical Insurance

The following table summarizes the monthls premium per benefit recipient since retiree 
medical benefits have been presided under 1*1 RS and TRS.

Monthls Premium Annual Ascrage Annual
Fiscal
Year

Per Retiree 
For Health Cose race

Percentage
Increase

Increase
Since FY

1977 5 34 75
1978 57 64 66% ••
1979 69 10 20% 20%

1980 64 70 - 6% 6%
1981 96 34 490 ♦ 19%

1982 96 34 0% 14%

1983 115.61 20% 15%
1984 156 07 35% 18%

1985 191.85 23% 19* *
1986 168 25 • 12% 14%
1987 165 00 • 2% 12%
1988 140.25 • 15% 9%
1989 211.22 51% 13%
1990 252 83 20% 13%
1991 243 ‘>8 • 4% 12%
1992 243 98 0% 11%
1993 226.90 • 7% 10%
1994 309.72 37% 11%

1995 336.05 9% u %
1996 350 50 4% 11%

As sou can see from the above table, the monthly retiree medical premium increased 
during the scar, lo 533605 Ihe premium for the 1996 fiscal scar has increased to 
5350 50. an increase of 4% Since I N X". annujl premium rate changes hasc ranged from 
51% up to 15% dosvn. but the average annual increase has ĉcn about 9%

»
4



This year. in an attempt to better predict the long-term increase in medical premiums, the 
Board adopted a health cost trend assumption which varies b> year, declining to an 
ultimate rate equal to mllation plus I 5%. or 5.5% for FY99 and later It the long-term 
assumption remains reasonable, short-term gains and losses from the annually-determined 
medical premium rate will olTset each other over time

lo help avoid the volatility m the funding and solvency ol the System from bringing large 
health-related gains and losses into the System every year, we have been using the health 
cost trend assumption to Jctcrminc actuarial liabilities for retiree medical benefits. Hue 
to the change in the health cost trend assumption this ycjr. wc mode an adjustment bock 
to the actual medical premium as the basis for going forward The ditfcrcncc between the 
assumed rate ami the actual rate will be tracked annually and reduced if the gap becomes 
too wide Also, adjustments will be made again, it necessary, to the assumed mcdicjl 
premium rate every four to five years when a formal experience analysis is performed

Ihc effect ol tlvc adjustment back to actual premium this year was a small loss to the 
System which increased the employer contribution rate by 0 41*#

12 1 Investment Performance

live \ssct Valuation Method has barn changed this year In ihc past, the system used an 
asset valuation method which multi, lied the five-year average of the ratio of actuarial 
igenerally market! to book value by tic  current hrvk value to determine valuation awct'
I his number had to fall within the raxgc of K v k  and actuarial value

t >nc purpose of using asset valuation mctKdv is to smooth investment returns By using 
the lull xtuarul anJ K v k  values in the valuation method, additional comps»ncnts of ihc 
change in the value ol assets, including contributions benefit payments, and expenses, j /c 

included m the smoothing technique Since investment return is a direct result of actual 
money llosss instead of artificially smoothed flows, this method will distort the investment 
return lor the year

Ihe ness asset valuation method only smooths the dilfctencc between expected investment 
return and actual return during a given year The method spreads the results user fisc 
years by recognizing 20% of the investment gam or loss in each of the current arvJ 
preceding four years lie spreading the asvet gain or loss, only the investment return is 
smoothed, producing a less volatile revult. leading io overall contribution* which arc cav rr 
to budget and al the vansc time remain appropriate to propctly fund the vystem Use new 
methodology is more widely used anJ accepted than the prior method in K*«h the public 
ar.J private sector because it directly addresses Use objcc,,vc ° f  smoothing only investment 
relurns. and it is allowable under I K1S A

<



In order lo establish an appropriate basis for going forward, wc measured the FY**-* 
investment loss using the market value of assets at June 30. 1093 This resulted in an 
increase in the Valuation \ssets at June 30. 1994 of S76.466.000 and a reduction in 'he 
employer contribution rate of 0.56%

lo  protect the svstem from the unlikely event that valuation assets differ markedly from 
market value, a limitation that valuation assets must fall between 80% and 120% of market 
value iv included with this asset valuation method Ihc new method will be phased in 
over the next live years

The approximate rate of return based on market value of system assets was 2 49% Ihc 
new five-year smoothing technique produced a rate of return based on valuation assets of 
7 50%. compared to the 8 75% investment return assumption This produced a loss of 
approximately S50.573.000 to the System from investment performance which had the 
effect of decreasing the funding ratio by 11% and increasing the average employer 
contribution rate by .37** of total payroll

(3) Sa lary  Increases

I ast year, salary increases were less than anticipated in the valuation assumptions ■salary 
experience resulted in an actuarial gain which generated a reduction in the total employer 
contribution rate equal to 0 55% of total payroll

(4) Km ploy re Data

Scctun 2 2 provides statistics on active and inactive participants The number of active 
participants increased 1.3% from 30.972 at June 30. 1993 m 31.564 at June -0. |994 Ihc 
average age of active participants increased from 41 75 io 42 1.8 ar»J average credited 
service increased from 7 62 to 7 92 years

Ihe number of retirees xnd beneficiaries increased 5 9% from 9.103 to 9.643. and their 
average age increased from 63 98 to 64 22 I here was a 5 6% increase in the number of 
vested terminated participants from ‘*.572 to 3.771 fheir average age increased from
44 1)4 to 44 39

Ihc overall effect of these participant data changes was an actuarial loss to the System, 
resulting in an increase in the contribution rate equal to 0 5*,% of total payroll

(5) f  con om lc  A ssu m p d o n  ( h a n g o

(Used on a study of the inflation component of economic assumptions presented to the 
II-sard in October J994. the t»Mal inflation assumption was changed from 5% to 4% 
annually Ihis in turn aflcctcd the economic assumptions. tncluJing investment return.

r*



salary scale, and health cost trend The following table shows the prior and new economic 
assumptions

Prior
Assumption

New Assumption 
b J0A>4

Intlation 5 9*9 49**
Investment Return 8 75*v 80*.

J Salary Seale
Inflation 5 0*4 49**
Productivity 0 5*. 0 5**
Merit (first 5 scars) 1 9% 10*.

Health Cost Irend
FY95 9 5% U}%

FY% H5% 8 5%
FY97 7 5% 7 5%
FY98 75% 65%
J- Y99 A later 7 5% 5 5%

I he overall clfcct of tne assumption changes was to increase the funding ratio by 2% and 
reduce the cmploscr contribution rate hv 7|%  of total pa>roll

\duanal Projections

\t the Fall 1991 Board Meetings, the PI RS Board approved the use of an enhanced 
actuaxul projection system in the valuation report this scar The same xtuarul cost 
method is uveJ. but the cnhanccJ vy.tcm projects population growth patterns and tbcir 
associated liabilities 25 scars into the tuturc B> also projecting plan assets, this repent in 
cttcct produces an xtuarial valuation tor each of the next 25 scars Section I 5. \ctuartal 
Projections, contains the results of this analssis

I his Ivpc ol information can be especially useful to two-tiered systems, such as PI R  ̂
Ml of the projected ness entrants will he covereJ under the cost savings provisions of the 
second tier, so that the ultimate elfcct of the scconJ tier on plan liabilities can he 
anticipated As sou can see in Section 1 5. based on the actuarial assumptions and cost 
method, future contribution rales arc espextcd to slowtv dee reave, and then stabilize an 
to 15 scan I his reflects the fad that mans scconJ-ticr cmploscrt arc alreads in PI R'* 
and affecting the rate



Summary

i he following table summarizes the sources of change in the average employer contribution rate

l ast year’s average employer contribution rate ............................................ 12 82%

( hangc due to

Retiree medical insurance ............................................................................  0 41%

Investment performance ............................................................................... 0.3?%

Salary increases................................................................................................  C0.55%»

Demographic experience............................................................................... 0.36%

Economic Assumption Changes................................................................  (0 71%)

Asset Valuation Method Change .............................................................  *0 :*n%i

Average employer contribution rate this y e a r ...........................................  12 14 *

i
s



Section 1 

Valuation Results

This section sets forth the results of the actuarial valuation.

Section I l(al shows the distribution of net assets as of June *0. |OQ4

Section I 1(b) shows the transactions of the plan’ s fund during FY94

Section 1.1(c) develops the expected valuation assets and investment return as of June '0. IW4

Section I 1(d) develops the actual valuation assets as of June 30. |W4.

Section I 2(a) shows the actuarial present values for Police and I ire members as of June 30.
1004

Section I 2(b) shows the actuarial present values for "Other' members as ot June '-0. 1004

Section I 3tai develops the average cmplover contribution rate for Police and Fire members •
FYO?

Section I 3(b) develops the average cmplover contribution rate for "Other' members • F YO"

Section I 3<c) develops the average cmplover contribution rate for all member' • FYO?

Section I 4 calculates the actuarial gain or lovs for FY04 

Section I 5 contains the financial projections

i « V  *,*+• «• li'i.wiwoiwl
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1.1(a) S t a t e m e n t  of iNet Assets as of J u n e  30, 19 9 4  (in thousands)

Cash and Cash Equivalents

United States Government Bonds

Other United States Government Securities

Corporate Bonds

Commercial Paper

Other l>)llar Dominated Securities

t nitcd States Common Stocks

International Slocks

Emerging Markets Stocks

Heal Estate Equities

M ortgages |N>I of Reserves)

Net Accrued Receivables

Total \>veti

i .  V V*«i ti «ia|vo»al«>l

S 1.610 

884.568 

56.611 

712.380 

164.356 

130.082 

1.493.641 

325.978 

35.300 

157.657 

5.064 

46.124

Actuarial Value 

S 1.610 

943.018 

57.493 

727.39<» 

164.342 

124.768 

1.593.533 

360.726 

36.247 

116.089 

5.664 

4ft 124

5 4.013.971 S 4.| 77.01 3

10



1.1(b) C h a n g e s  in N e t  Assets D u r i n g  Fiscal Y e a r  1 9 9 4  (in thousands)

(1) Net Assets, June 30. 1993. (market value)

(2) Additions:

(a) Employee Contributions S 82.503

(b) Empioycr Contributions 153,302

(c) Contributions for Retirement 
Incentive Program:

‘ ’ Employee Contributions 0

Empioycr Contributions ( 17)

(d) Interest and Dividend Income 207.474

(c) Realized Gain (Loss) 111.508

<0 Unrealized Gain (Loss)
on Investments (206,921)

(g) Other  12

(3) Deductions.

ta) Medical Benefits S 36,046

(b) Retirement Benefits 121,867

(c) Rt'unds of Contributions 9,584

(d ) A d  unistrativc Expenses 11^278

(41 Net Assets. June 30. 1994. (market value)

Approximate Market Value Investment Return Rate 
Dunng the Year. Net of Administrative I xpenvev

v n  V  In c o 'pO 'aK K j

S 4.007.907

347.881

178.775 

S 4.177.013

2 49%



1.1(c) D e v e l o p m e n t  of E x p e c t e d  Valuation Assets

as of J u n e  30, 1 9 9 4  (in thousands)

(1) June 30. 1993 Market Value. (Item ( I )  from I 1(b))

(2) Total Contnbutions lor FY94.
(Item (2a) + (2b) * (2c) from 1.1(b))

(3) Total Benefit Payments for FY94.
(Item (3a) ♦ (3b) - (3c) from 1 1(b))

(4) Expected Investment Return. Net of Expenses.
for the period July I, 1993 through June 30, 1994. 
(d  I - .5 x ((2) *(3 ))) x 8 75%

(5) Actual Investment Return, Net of Expenses,
for the period July I, 1993 through June 30. 1994. 
(Item (2d) - (2c) - (20 * (2g) • i?d) from I 1(b))

(6) Total Investment Gain (Loss). (5> - <4>

(7) Expected Valuation Assets.
( I )  * (2) * (3) ♦ (4)

W'" i m  V  Vp»c<" Ko»oO**l«)

S 4.007.907 

235.788 

167.497

353.680

100.815

(252.865)

4.429.878



1.1(d) D e v e l o p m e n t  of Valuation Assets is of J u n e  30, 1994

(in t h o usands) «**

A B c
Gain (Loss) 

Total GainZ(Loss) Recognized this
Investment Recognized in Fiscal Yea; 

Prior Fiscal Years . (A

(1) Fiscal Year ending June 30. 1994 S (252.865) $ O S  (50.573)

(2) Total Gairv(l.oss) Recognized
this Fiscal Year (50.573)

(3) Expected Valuation Assets.
June 30. 1994. (Item (7) from 1.1(C)) S 4.429.878

(4) Valuation Assets at June 30. 1994.
(2) - (3). but not outside a comdor
of 80*i to 120°* of the market value of assets S 4.379.305*

Approximate Valuation Assets Investment Return Rate
During the Year. Net of Administrative Expenses 7.50%

* Reflects a change in the asset valuation method Sec Item (2) in the Analysis ol the 
Valuation on page 5 for a full description of the change

vv ,tm M v<*»c«r lnco»po»a!r«t
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1.2(a) Actuarial Present V a l u e s  as of J u n e  30, 1 9 9 4

Police a n d  Fire M e m b e r s  (in t h o usands)

Normal Accrued
Cost Liabilities

Active Members

Retirement Benefits S 18.177 S 315.524

Termination Benefits 522 5.507

Disability Benefits 564 12.150

Death Benefits 488 11.410

Return of Contributions 354 2.020

Medical Benefits 5.760 85.934

Indebtedness 0 (8.622)

Retiree Incentive Program
Receivables 0 (10J

Subtotal S 25.865 s 423.922

Inactive Members

Not N ested $ 0 s 308

Vested Terminations • Retirement Benefits 0 7.500

• Medical Benefits 0 8.054

Retirees A Beneficiaries * Retirement Benefits 0 240.224

• Medical Benefits ........ .. 0 42.891

Subtotal S 0 s 300.066

Totals S 25.865 s 732.088

v v . j m  M VrfciK mco*p<H«t«MJ



1.2(b) Actuarial Present V a l u e s  as of J u n e  30, 19 9 4

" O t h e r "  M e m b e r s  (in t h o usands)

Active Members

Retirement Benefits 

Termination Benefits 

Disability Benefits 

Death Benefits 

Return of Contributions 

Medical Benefits 

Indebtedness

Retirement Incentive Program 
Rccci\ables

Subtotal

Normal
Cost

Accrued
Liability

S 84.636 S 1.096.942

20.248 202.047

3.654 51.494

4.107 68.870

5.886 28.669

57.920 548.170

0 (33.201)

i m

S 176.451 S 1.062.911

ln K iiv? MymbtL?

Not Vested 

Vested Terminations - Retirement Benefits

- Medical Benefits

Retirees A Beneficiaries - Retirement Benefits

• Medical Benefits

Subtotal

Totals

S 0

0

0

0

 Q

S 0

S 176.451

i 12.415

241.808

236.844

1.113.232

319.984

S 1.924283 

S 3.887.194

I



1.3(a) D e v e l o p m e n t  of A v e r a g e  E m p l o y e r  Contribution R a t e  - F Y 9 7

F o r  Police a n d  Fire M e m b e r s  (in thousands)

Consolidated Rate

(1) Total Normal Cost S 25.865

(2) Total Salaries 128.456

(3) Normal Cost Rate for Police & Fire
Members. ( I ) / (2) 20.14%

(4) Member Contribution Rale (Police & Fire) 7 50%

(5) Consolidated Empioycr Normal Cost Rate
For Police & Fire Members. (3) • (4) 12.64%

Past

(1) Accrued Liability S 732.088

(2) Valuation Assets 604.773*

(3) Total Unfunded Liability. ( I )  * (2) 38.215

(4) Amortization Factor (25 years) 11.528758

(5) Past Service Cost. (3) / (4) 3.315

(6) Total Salaries 128.456

(7) Past Service Rate. (5) / (6) 2.58%

Total Employer Contribution Rate 15.22%

• Allocated in proportion to Accrued Liability

16
\V " am M V<jrc«» Incorporated



1.3(b) D e v e l o p m e n t  of A v e r a g e  E m p l o y e r  Contribution R a t e  - F Y 9 7

F o r  " O t h e r "  M e m b e r s  (in thousands)

Consolidated Rate

(1) Total Normal Cost S 176,451

(2) Total Salaries 1.048,541

(3) Normal Cost Rate for "Other" Members,
(1 )M 2) 16.83%

(4) Member Contribution Rate ("Others") 6.75%

(5) Consolidated Empioycr Normal Cost
Rate For Other Members. (3) • (4) 10.08%

Past Scmec Rate

(1) Accrued Liability S 3.887.104

(2) Valuation Assets 3.684.532

(3) Total Unfunded Liability, ( ! ) • ( - )  202.662

(4) Amortization Factor (25 years) 11.528758

(5) Past Service Cost, (3) / (4) S 17,570

(6) Total Salaries $ 1.048.541

(7) Past Service Rale. (5) I (6) I 68*

Total Employer Contribution Rate 11 76%

• Allocated in proportion to Accrued Liability

m Nl Vorcor Incorporated
17



Consolidated Rale

(1) Total Normal Cost

(2) Total Salaries

(3) Normal Cost Rate for All Members.
(1) M2)

(4) Average Member Contribution Rate

(5) Consolidated Empioycr Normal Cost 
Rale for All Members, (3) - (4)

1.3(c) D e v e l o p m e n t  of A v e r a g e  E m p l o y e r  Contribution R a t e  - F Y 9 7

All M e m b e r s  (in thousands)

S 202.316 

1.176.997

17.19% 

6.83%

10.36%

Past Serv ice Rate

(1) Accrued Liability $ 4.620.182

(2) Valuation Assets 4,379.305

(3) Total Unfunded Liability. (1) * (2) 240.877

(4) 25-Year Amortization Factor 11.528758

(5) Past Service Cost, (3) / (4) 20.894

(6) Total Salaries 1.176.997

(7) Past Service Rate. (5) I (6) 1.78%

Total Employer Contribution Rate 12.14%

VnfC«r locOfpO*fl1«*J
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1.4 D e v e l o p m e n t  of Actuarial Gain/(Loss) for F Y 9 4  (in thousands)

(1) Unfunded Liability. June 30. 1993 S 188,985

(2) Normal Cost for FY94 205.826

(3) Interest on ( I ) and (2) at 8.75% 34.546

(4) Empioycc Contributions for FY94 82.503

(5) Employer Contrib for FY94 153.285

(6) Interest on (4) and (5) at 8.75%
for onc-hidf year 10.316

(7) Increase (Decrease) due to assumption changes (9.361)

(8) Increase (Decrease) due to asset
valuation method change (76.466)

(9) Expected Unfunded Liability. June 30. 1994,
( I )  * (2) ♦ (3) * (4) - (5) • (6) ♦ (7) + (8) 97.426

(10) Actual Unfunded Liability. June 30. 1994 240.877

(11) Actuarial GairV(Loss) for the Year.
(9) • (10) * (143.451)

,V I -am M lr»eo«pofflt«Kl
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1.5 Actuarial Projections (continued)
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1.5 Actuarial Projections (continued)
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S e c t i o n  2

Basis o f Valuation

In this section, the basis of the valuation is presented and described. This informatiun-thc 
provisions o f  the plan and the census of participants-is the foundation of the valuation, since 
these arc the present facts upon which benefit payments will depend.

A summary of plan provisions is provided in Section 2.1 and participant census information is 
shown in Section 2.2.

The valuation is based upon the premise that the plan will continue in existence, so that future 
events must also be considered. These future events are assumed to occur in accordance with the 
actuarial assumptions and concern such events as the earnings of the fund, the number of 
participants who will retire, die. terminate their services, their ages at such termination and their 
expected benefits

The actuarial assumptions and the actuarial cost method, or funding method, which have been 
adopted to guide the sponsor in funding the plan in a reasonable and acceptable manner, arc 
described in Section 2.3.

31
VVan.vn V  M»»'C«r IncorpOMtwl



2.1 Summary of the Alaska Public Employees’ Retirement System

(1 ) E ffec tive Date

January 1, 1961. with amendments through June 30. 1993. Chapter 82. 1986 Session 
I j w s  of Alaska, created a two-tier retirement system Members who were first hired
under the PERS before July 1. 1986. are eligible for different benefits than members
hired after June 30. 1986.

(2) Administration of Plan

The Commissioner of Administration is responsible for administering the system. The 
Pjblic Employees’ Retirement Board prescribes policies and regulations and performs 
other activities necessary to carry out the provisions of the system. The Alaska State 
Pension Investment Board. Department of Revenue. Treasury Division is responsible for 
investing PERS funds. The Attorney General represents the system in legal proceedings.

(3 ) Em p loye rs  In c luded

Currently there arc 155 employers participating in the PERS. including the State of 
Alaska and 154 political subdivisions and public organizations.

(4 ) M em bers In c luded

PERS membership is mandatory for all permanent full time and part-time employees of 
the State of Alaska and participating political subdivisions and public organizations, 
unless they are specifically excluded by Ala ka Statute or participation agreements 
Employees participating in the University of Alaska's Optional Retirement Plan or other 
retirement plans funded by the State are not covered by the PERS. Elected officials may 
waive PERS membership.

Certain members of the Alaska Teachers' Retirement System (TRS) are eligible for 
PERS retirement benefits for tbeir concu rent elected public official service with 
municipalities. In addition, employees who work half-time in the PERS and TRS 
simultaneously are eligible for half-time PERS and TRS credit

(5) Credited Service

Permanent employees who work at least 30 hours a week earn full-time credit, part-time 
employees working between 15 and 30 hours a week cam partial credit based upon the 
number of hours worked Members receiving PERS occupational disability benefits 
continue to cam PERS credit while disabled
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Members may claim other types of service, including:

• part-time State of Alaska service rendered after December 31. I960, and before 
January 1. 1976.

• service with the State, former Territory of Alaska, or U S Government in Alaska 
before January 1. 1961;

• past peace officer, correctional officer, fire fighter, and special officer service after 
January I. 1961;

• military service (not more than five years may be claimed);

• temporary service after December 31. 1960.

• elected official service before January 1. 1981;

• Alaska Bureau of Indian Affairs service;

• past service rendered by employees who worked half-time in the PERS and Teachers' 
Retirement System (TRS) simultaneously; and

• leave without pay service after June 13. 1987. while receiving Workers' 
Compensation

Except for service before January 1. 1961. with the State, former Territory of Alaska, 
or I' S Government in Alaska, contributions arc required for all past service

Past employment with participating political subdivisions that occurred before the 
employers joined the PERS is creditable if the employers agree to pay the required 
contributions

(6 ) E m p loye r C on trib u tio n s

Individual contribution rates arc established for PERS employers based upon their 
consolidated and past service rates

The consolidated rate is a uniform rate for alt participating employers, amortized to 
include ftiturc service liabilities (lew the value of members contributions) for the 
members' future service

The past service rate is determined separately for each employer to amortize their 
unlundcd past service liability with level payments over 25 years Funding surpluses arc 
amortized over five years.
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(7 ) M em ber C on trib u tio n s

Mandatory Contributions Police and fire members arc required to contribute 7 5 "  of 
their compensation; all other members contribute 6 .75^ . Members* contributions arc 
deducted from gross wages before federal income taxes arc withheld.

Contributions for Claimed Service: Member contnbutions arc also required for most of 
the claimed service described in (5) above.

Voluntary Contributions: Members may voluntarily contribute up to 5 ^  of their salary 
Voluntary contributions arc recorded in a separate account and arc payable to the

(a) member in lump sum payment upon termination of employment;

tb) member's beneficiary if the member dies; or

(c) member in a lump sum. life annuity, or payments over a designated period of time
when the member retires,

Interest Members' contributions earn 4 5 "  inter :st. compounded semiannually on June 
30 and December 31

Refund ol Contributions. Terminated members may recede refunds of their member 
contribution accounts, which includes their mandatory and voluntary contributions, 
indebtedness payments, and interest earned Terminated members' accounts may be 
attached to satisfy claims under Alaska Statute 09 38 065. federal income tax levies. and 
valid qualified domestic relations orders

Reinstatement of Contributions Refunded accounts and the corresponding PERS service 
may be reinstated upon reemployment in the PERS. Accounts attached to satisfy claims 
under Alaska Statute 09 38 065 or a federal tax levy may be reinstated at any time 
Interest accrues on refunds until paid in full or members retire

(8 ) Retirem ent Benefits

ta) Members, including deterred vested members, arc eligible for normal retirement 
at age 60*. or early retirement at age 55. if they have at least

( i )  five years o f  paid up PERS service.

• Members participating before luly I. 1986 arc eligible for normal retirement at age 55 or 
early retirement at age 50
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(ii) 60 days of paid-up PERS service as employees of the legislature during each 
of five legislative sessions and they were first hired under the PERS before 
May 30. 1987;

(iii) 80 days of paid-up PERS service as employees of the legislature during each
of five legislative sessions and they were first hired under the PERS after
May 29. 1987; or

(iv) two years of paid-up PERS service and they arc vested in the Teachers' 
Retirement System

(b) Members may retire at any age when they have

(i) 20 paid-up years of PERS police tire service, or

(ii) 30 paid-up years of PERS "all other" or "elected official" service

Benefit Tvpci Lifetime benefits are paid to members. Eligible members may receive 
normal, unreduced benefits when they ( I ) reach normal retirement age and complete the 
service required; or (2) satisfy the minimum service requirements under the "20 and out" 
or ‘30 and out* provisions. Members may receive early, acruarially reduced benefits 
when they reach early retirement age and complete the service required

Members may also select level income or joint and survivor options I'ndcr those 
options and early retirement, benefits arc actuarially adjusted so that members receive 
the actuarial equivalents of their normal benefit amounts

Benefit Calculation Retirement benefits arc calculated by multiplying the average 
monthly compensation (AMC) times credited PERS service times the percentage 
multiplier Hie AMC is determined by averaging the salaries earned during ihc three 
highest, consecutive payroll years Members must earn at least 115 days of credit in Use 
last year worked to include it in the AMC calculation The PERS pays a minimum 
benefit of $25.00 per month for each year of sen ice when the calculated benefit is less

The percentage multipliers for police tire members arc 2 %  for the first ten years of 
service and 2 .5*  for all service over 10 years

Hie percentage multipliers for all other members arc 2 ^  for the first ten years. 2 25*S 
for the next ten years, and 2 5*1 for all remaining service earned on or after July I. 
1986 All service before that date is calculated at 2^

Indcbicdncss Members who terminate and refund tlicir PERS contributions are not 
eligible to retire, unless they return to PERS employment and pay back their refunds, 
plus interest, or accrue additional service which qualifies (hem for retirement PERS
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refunds must be paid in full if ihc corresponding service is to count toward the minimum 
service requirements for retirement Refunded PERS service is included in total service 
for the purpose of calculating retirement benefits. However, when refunds arc not 
completely paid before retirement, benefits arc actuarially reduced for life.

(9) Reemployment of Retired Members

Rciucmcnt benefits arc suspended while retired members arc rccmploycd under the 
PERS During reemployment, members cam additional PERS service and contributions 
arc withheld from their wages.

Members retired under the Retirement Incentive Programs (RIPs) who return to 
employment under the PERS. Teachers' Retirement System (TRS). or the University of 
i laska’s Optional Retirement Plan will:

(a) forfeit the three scars of incentive credits that they received;

ib) owe the PERS 1 lOfi of the benefits that they received under the RIP. which may 
include costs for health insurance, excluding amounts that they paid to participate; 
and

(c) be charged 7 ^  interest from the date that they arc rccmploycd until their 
indebtedness is paid in full or they retire again. If the indebtedness is not 
completely paid, future benefits will be actuarially reduced for life.

(1 0 ) D isab ility  Benefits

Monthly disability benefits are paid to permanently disabled members until they die. 
recover or become eligible for normal retirement Members arc appointed to normal 
rctiicmcnt on the first of the month after (hey become eligible

Occupational Disability Members arc not required to satisfy age or serv ice rcqu.rcmcnts 
to be eligible for occupational disability Monthly benefits arc equal to 4 0 ^  of their 
gross monthly compensation on the date of thctr disability. Members on occupational 
disability continue to cam PERS vcrv ice until they become eligible for normal retirement

SonoccupjUPMl Disability Members must he vested (five paid-up years of PERS 
service) to be eligible for nonoccupational disability benefits Monthly benefits are
calculated based on the member's average monthly compensation and PERS service on 
the date of termination from employment because of disability Members do not cam
PERS service while on nonoccupjiiotul disability
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( I I )  Death Benefits

Monthly death benefits may be paid to a vp<*usc or dependent children upon the death of 
a member If monthly benefits arc not payable under the occupational and 
nonoccupationjl death provision', the designated beneficiary receives else lump sum 
benefit described below

Occupational Death When an active member dies from occupational causes, a monthly 
survivor's pension may be paid to the spouse The pension equals 40‘S of rise member s 
gross monthly compensation on the date of death or disability, if earlier If there is no 
spouse, the pension may be paid to the member s dependent children On the mcmbci *s 
normal retirement date, the benefit converts to a normal retirement benefit The normal 
benefit is based on the member's salary on the date of death and serv ice, including 
service accumulated from the date of the member's death, to the normal retirement date

Death alter Occupational Disability V* hen a member dies while occupationally disabled, 
benefits arc paid as described above in O c c u p a t i o n a l  D r a t h

Npno.cupatiorvil Death When a vested member dies from nonoccupatiorul causes, the 
sunning spouse may elect to receive a monthly 50M joint and sunisor benefit or a 
•ump sum benefit The monthly benefit is calculated on live member's average monthly 
cor-r*cnvation and PI-RS venrcc at the time of termination or death

l ump Sum ikncfit L'pon the death of a member who hav tcsv than one year ol lenicc. 
the designated beneficiary receives the member's contribution xcount. which mcludcv 
mandatory and voluntary contributions, indebtedness payments, and interest earned If 
the member has more than one year of 1*1:RS service, the beneficiary also teccivcv 
SI.000 and SIOQ for each year of IM RS service

Ikath After Retirement When a retired member dies, the designated beneficiary 
resets cs the member s contribution xcount. lets any benefits ahcxly paid If the 
member selected a survivor option at retirement, the eligible spouse receives continuing, 
lifetime monthly benefits

(12) Post Retirement Pmtloo Adjustments

Post retirement pennon adjustments PRPAsi are granted annually to eligible benefit 
recipients when the consumer prwc iMes tCPli increases during ihc preceding *,atcr>Jar 
year PRPAs arc calculaied bv multiplying the recipient s base benefit. mcluding past 
PRPAs. times

<a» of the CPI incrrate in the preceding calendar scar or whKhcvct is lew.
if the recount is at least age * >*1 PI R-c* disability, or



tb) 50% of the CPI increase in ihc preceding calendar year or 6%. whichever is less, 
if the rccipicnl is .11 least age 60. or has been receiving benefits for at least fisc 
years.

Ad hoc PRPAs. up to a maximum of 4%. may be granted to eligible recipients who were 
first hired before July I. 1986. if the CPI increases and the financial condition of the 
fund will permit an increase

(1 3 ) A laska Cost o f  U s in g  A llow ance

Uligiblc benefit recipients who reside in Alaska receive an Alaska cost of living 
allowance (COLA) equal to 10% ol their base benefits or $50. whichever is more The 
following benefit recipients arc eligible

la) members who were first hired under the PPRS before July I. 1^86. and their 
survivors;

rb* members who were first hired unJer the PKRS after June 30. 1986. arxl their 
survivors if they arc at least age 65. and

(ci all disabled members
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2.2(a) Participant Census Information - Total PERS as of June 30

!<**.) 1221 1222 1222

A cthe  M tm b m

(1) Sum bft • .'9.0*6 29 WO )0.?2I

(2) A*cf»fc Age <*0 57 40 61 4121

( 3 )  A *c ra*c  C fc d i lr J  S«t v k « 6 1 2  6  91 7 2 2

(41 Average Annual Salary S J2,7)3 S 34.444 S 35.210

K r l l r r r t  and O c n ff lo a M n

(l>  N'umbff 7 J6 5  I J 5 I  1.704

(2) A m t | t  63 62 6 ) 15 6 ) 5 1

( ) |  Avcrafe Month!) Benefit

Ha* J 797 S *64 S *6?

C O L A  61 66 W

P R P A  HO 101 144

AdjvWfXM *  A N A S 'A

TOTAL 96* 1.0)1 1.07?

V n lid  Iin a ia iD oa t
(1) Suanbat 2.74) 3.013 3.249

(2) A \rf* fe  A£f 4 2 %  4 ) 20 4 ) 5 9

( ) )  A i r ta j t  Month!) I l w f r t  S 5)6 t  556 I  512

S o n  V rU rd  T rm la a lk o a t  M tlfc  A « o * n l na'.*»«r»

(1 ) \ u a * * r  )6 9 5  4 .10! 4 )1 0

(2) A»c*Ht IUUn«< 5 2045 I  2.124 { 2.25!

30972 

41 7) 

7 67 

S 36.67?

9.10) 

63 9 |

S *35

6 )
129

0

I 94*

).?72

44 94

S 610

4.721 

S 2 442

31)64 

42 l«

792

s )? .? :*

9.613 

64 22

S 1*4

61 

t)> 

0 

10*2

).7* | 

44 )9

S 626

4 t ‘9

5 2 6)7

39



122Q 1 2 2 1  jw ;  1522

Active Po lice  A  F ire

( | |  Number 2 .4 1 9  2 .533  2 .5 1 5  2 .463

( 2 |  A veng e  Age 39 TO 40  35 4 1 0 1  4 1 6 7

( 3 )  A ven g e  C red ited
Service 905 9  ? |  10 10 10 SO

( 4 1 A venge  N nm u l
S 4 3 .4 * ;  S 4 1 .4 7 0  S 41  S i :  S 5 0 .3 5 5  5

( 5 )  Number V e i le d  I.6S 3  1 .793 1.14 2  1 .907

(6 1  P m c f lt  \M k >
Are V e i le d  77  4 *»

2 . 2 ( b )  A d d i t i o n a l  I n f o r m a t i o n  -  A c t i v e  M e m b e r s  b y  T y p e  o f  S t a t u s
a s  o f  J u n e  3 0

Active "O th e r "  N .em berv

M l Number ' .b o * '  2 7 .3 0 7  2 1 2 0 6  2 1 5 0 9

( 2 )  A venge  M e  * 0  43 4 0  T | 4 1 2 2  41 76

i 3 i  A venge  C red ited
Service 6 9 2  6 6 1  6 9 6  7 ) 5

( 4 1 A venge  A nnua l
S *U n , S 31 ’ 6 0  S 3 3 .2 3 6  S 3 4 .0 7 3  S 3 5 .4 9 3  S

( 3 )  Number V m e d  14 109 1 4 2 3 4  M  6 4 0  15 .33 6

(6 1  P m m t  W So
A re V n tc d  5 2 9 * *  M  I S  51 * S  53 t %

2.411 

42 01

I I  13

5 1 .7 -6  

1.9| |

79  I S

: « ssi
42 19

7 65

36 .303

16 .162

<n0S

1994

•,V j »  v  M e re r  in to rp r i tM l
40
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2.2(c) Distribution of Active Police and Fire Participants
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2 . 2 ( d )  S c h e d u l e  o f  A c t i v e  M e m b e r  V a l u a t i o n  D a t a  -  " P o l i c e / F i r e "

Valuation 
1 Date Number

Annual 
Payroll (000's)

Annual 
Average Pay

Percent 
Increase 

In Average Pay

June 30. 1994 2.481 $ 128.456 $ 51.776 2.8%

June 30. 1993 2.463 124.025 50.355 3.2%

June 30. 1992 2.515 122.762 48.812 t ~j oc

June 30. 1991 2.533 120.240 47.470 9 2%

June 30. 1990 2.419 105.135 43.462 9%

June 30. 1989 2.414 104 .(XX) 43.082 •2.0%

June 30. 1988 2.327 102.265 43.947 1 0%

June 30. 1987 2.319 100.839 43.484 1 5%

j Jinc 30. 1986 2.371 101.537 42.825 116%

j June 30. 1985 2.407 92.381 38.380 J



2.2(e) Distribution of Active "Other" Participants

Annual Earn ing* Bv A g e  ..........
N um ber Tota l Average

Age o f Annual Annual
G roup* Ewcls Earn ing* Eamiau
0-1*3 71 S 8 5 6 .5 7 3 S 12 .064

: o - : j 741 1 6 .1 8 5 .7 5 5 21 .84 3
2 5 -2 9 2 .0 1 8 5 6 .4 7 0 .3 4 4 27 .983
30 -34 3 .612 1 1 5 .0 6 8 .1 1 2 31 .8 5 7
3 5 -3 9 5 .344 1 *9 .1 4 0 .4 6 4 35 .393
4 0 -4 4 6 .2 4 5 2 3 8 .6 5 2 .4 2 6 3 8 2 1 5
45  19 5 .1 3 7 2 0 5 .1 5 8 .6 0 8 39 .93 7
5 0 - J4 3 .273 1 3 3 .5 1 4 .0 0 0 40 .7 9 3
5 5 -5 9 1 .533 5 9 .9 6 4 .1 1 2 39 .11 6
6 0 -6 4 6 * 6 2 5 .7 6 0 .8 7 6 3 7 .5 5 2
6 ? -6« 173 6 .2 0 4 .8 9 1 35 866
7 0 - 4 4 0 1 .306 .56 3 32 .66 4
7 5 -7 9 7 2 1 5 .5 8 2 30 .797
8 0 - 4 2 .3 3 4 1 4 .1 1 1

Total 2 8 * * 3  S 1 .0 4 8 .5 4 0 .6 4 0 S 36 .303

  Annual Earnings By Credited Service —
Year* Num ber Total Average

o f o f Annual Annual
S f lV . t f Pw&lc Eamimu Earning*

0 3 .148  S 6 1 .3 6 1 .0 9 ; S 19 .492
1 2 .5 4 9 7 2 .1 5 1 .7 2 0 2 8 2 0 6

2 .386 7 4 .1 4 0 .3 8 4 31 .073
3 2 .4 3 6 8 1 .7 4 8 .8 9 6 33 .55 9
4 2 2 0 2 7 4 .9 1 9 .3 4 4 34 .023
0 - 4 12.721 3 6 4 .3 2 1 .4 3 6 2 8 .6 3 9
5- 9 7 .1 7 0 2 6 7 .1 8 8 .0 3 8 3 7 2 6 5
10 -14 4 .955 2 1 6 .0 5 4 .8 9 6 43 .60 3
15 -19 2 .751 1 3 1 .5 0 9 2 8 8 47 .80 4
2 0 -2 4 964 5 0 .8 1 5 .4 0 8 52 .713
2 5 -2 9 27 8 1 6 0 0 3 .0 6 2 57 .565
3 0 -3 4 39 2 2 6 0 .9 9 * 6 0 .5 3 *
3 5 -3 9 4 2 3 1 .8 * - 5 7 .97 4
4 0 - | 5 5 .6 1 7 5 * 6 1 *

Total 2 8 .8 8 3  S 1 .0 4 8 .5 4 0  6 4 0 S * 6 2 0 3

Y ea r*  o f  C red ite d  S e n ic r  Bv Age

Year* o f  S e n  tcc - ........ ...................
A l t * .9 10 -14 15 -19 : o - : 4 30 -34 O h ToU l

0 -1 9 7 | 0 0 0 0 0 0 0 0 71
2 0 -2 4 731 10 0 0 0 0 0 0 0 741
2 5 -2 9 I .0 8 6 323 9 0 0 0 0 0 0 2 .0 1 8
30 -3 4 2 2 5 5 9 * 6 3 5 0 21 0 0 0 0 0 3 .612
3 M 9 2 .4 9 ; 1 .506 9 8 5 349 12 0 0 0 0 5 .344
4 0 -4 4 2 2 9 9 1.634 U I 7 * 0 9 i n $ 0 0 0 6 .2 4 5
4 5 -4 9 1 2 * 4 1 2 9 8 1 .098 715 362 19 I 0 0 3 .1 3 7
5 0 -5 4 901 761 6 9 7 <08 24 7 130 * * 0 0 3 .2 7 )
5 5 -5 9 4 4 2 39 6 32 6 21 7 102 34 14 *m 0 1 .5 )3
6 0 -6 4 190 115 137 106 4 9 17 1 1 0 6 8 6
6 5 -0 0 61 51 28 23 1 1 0 1 0 1 7 )
7 0 -7 4 14 I I 5 3 3 * 1 0 1 4 0
7 J -7 9 J 1 J 0 0 0 0 0 0 y

t o - * -------1 — 5 ____2 0 _ J I _ 2 .2 JJ |

Tutal 12 .721 7 .1 7 0 4 .9 5 5 2 .7 J I '*64 27 1 3 9 4 1 2 8 .8 1 3

i •• .* '.V«c«t Mkco'^OMlnt
4<



2 . 2 ( f )  S c h e d u l e  o f  A c t i v e  M e m b e r  V a l u a t i o n  D a t a  -  " O t h e r s "

V a lu a tio n
Date N um be r

A nnua l 
P a y ro l l (0 0 0 ’ s)

A nnua l 
A verage Pay

Pe rcen t 
In c rease  

In  A verage Pay

June 30 . 1994 2 8 .8 8 3 S 1 .048 .541 S 36 .303 2 . 3 3

I June 30 . 1993 2 8 .5 0 9 1 .0 1 1 .8 6 4 35 .4 93 4 .2 %

June 30 . 1992 2 8 .2 0 6 9 6 1 .0 5 4 3 4 .0 73 2 .5%

June 30 . 1991 2 7 .3 0 7 9 0 7 .5 6 7 3 3 .2 3 6 4 6%

June 30 . 1990 2 6 .6 6 7 8 4 6 .9 3 5 3 1 .7 6 0 .6%

1 June 30 . 1989 2 5 .6 3 0 8 0 8 .8 3 5 31 .558 -4 .7%

|  June 3 0 . 1988 2 4 .3 4 9 8 0 6 .1 0 0 33 .1 06 2 .4%

J June 30 . 1987 2 4 .4 4 3 7 9 0 .4 6 3 3 2 .3 39 3 .6%

June 30 . 1986 2 5 .2 7 2 7 8 8 .5 5 5 3 1 .203 4 .7 %

June 30 . 1985 2 4 .7 7 6 7 3 8 .1 9 8 29 .795 .7%



2 . 2 ( g )  S t a t i s t i c s  o n  N e w  R e t i r e e s
P o l i c e  a n d  F i r e  M e m b e r s  D u r i n g  t h e  Y e a r  E n d i n g  J u n e  3 0

1220 1221 1222 1221

Se rv ice  

( 0  Number

( 2 )  A verage Age 
at Retirem ent

( 3 )  A verage M on th lv  Benefit

36

51 10 

S 1.551

9 6

5 0  97  

S 2 .0 0 8

25

51 77  

S 1 .786

32 65

50  0 9  51 25

S 2 .2 3 5  S 2 .324

D ivab illtv

( 1 ) Number

( 2 )  A verage Age 
at Retirem ent

( 3 )  Average M on th lv  Benefit

I

38 0 5  

$ 1 .171

4 0  71 

S 2 .2 1 6

8

U  i)0 

S 1.502

41 57  

S 1 .682

44  84

S 1.19?

S u r v i v o r  ( In c lu d in g  vu rv iv ing  vpou tc )

( 1 )  N um ber I I

( 2 )  Average Age
at Retirem ent 52  6 2  4 7  9

( 3 )  A verage M onth lv  B enefit S 3 1 2  5 1 .114

2 8 6 1  

S 1 .570

I

57  15 

S 295

I

41 35

S 4 1 ’

Tolal

( 1 )  N um ber

( 2 )  A verage A f t  
at Retirem ent

(?) Average Monthlv Benefit

58

*0 88

S I *08

103

50  34 

5 2 .011

35

48  67

S 1.709

39

48  9 6  

S 2.100

71

50 66
S 2 21*

47



2 . 2 ( h )  S c h e d u l e  o f  A v e r a g e  B e n e f i t  P a y m e n t s  -
N e w  R e t i r e e s  -  " P o l i c e / F i r e "

PcmxJ 7 /1 /93  - 6 /30 /94 : 
Average Monthly Benefit* 
Number o f  Active Rctirants

Period 7 /1 /92  • 6 /30 /93 : 
Average Monthly Benefit 
Number o f  Active Rctirants

Period 7/1/91 - 6 /3 0 /9 2 : 
Average Monthly BcncPt 
Number o f  Active Rctirants

Period 7 /1 /90  - 6 /3 0 /9 1 : 
Average Monthly Benefit 
Number o f  Active Rctirants

Period 7 /1 /8 9  ■ 6 /30 /90 : 
Average Monthly Benefit 
Number o f  Active Rctirants

Period 7 /1 /88  - 6 /30 /89 : 
Average Monthly licncfit 
Number o f  Active Rctirants

Years o f  Credited Service
0  - 4 5 - 9 10 - 14 15 • 19 20 - 24 25 - 29 3 0 +

s 417 S 748 s 1 ,054 $ 1 ,532 $ 2 ,7 4 8 S 3 .825 0
1 7 9 13 32 9 0

s 1 ,047 $ 546 $ 1 ,078 S 1 ,648 S 2 .7 0 0 s 3 ,704 S 3.231
3 *a 7 6 17 3 1

$ 1,552 $ 955 $ 1 ,040 s 1,427 S 2 ,4 9 9 s 3,511 $ 0
4 3 8 8 I I 1 0

$ 1,522 s 401 s 1,047 s 1,961 $ 2 ,5 8 8 $ 3 .374 S 0
7 6 18 29 34 9 0

$ 1 ,176 s 4 9 0 s 805 s 1.853 $ 2 ,3 87 s 0 $ 0
4 5 8 12 9 0 0

$ 866 $ 984 s 3 ,4 5 9 s 1 ,330 s 2 ,0 5 0 s 3 .8 0 8 $ 0

• 'A verage Monthly Benefit' includes post-retirement pension adjustments and com o f living increases



f f l  M  f f i  122 i 1 « !

S e n  Icc

( 1 )  Number 4 2 0  8 2 9  4 0 4  4 3 3  3 )9

( 2 )  Average Age
al Retirement 36  4 0  53 82 56  84  5 6  83 56 92

( ? )  Average M on th ly
Benefit S 85 3  S t .1 2 1  S 9 1 2  S 9 8 4  S 1.113

D lvab ilitv

( t )  Num ber : :  2 0  15 17 13

( 2 )  Average Age
at Retirement 45  85  45 38  4 3  8 7  4 4  4 6  4 9  7 |

<3) Average M onth ly
Benefit S 9 ? 5  S 9 4 4  $ 9 9 9  S 9 * 6  S 1 2 2 1

S g n n o r  (in c lu d in g  v u rv m n g  vp ou te )

( 1 )  N um ber t 5  2 7  16 14

( 2 )  A verage Age
at Retirem ent 53 0 5  6 0  ) 5  4 9  44 53 1 9  41  o l

( 3 )  Average M on th ly
B ene fit 5 74 1  S 6 7 5  S 3 1 6  S 5 6 )  S 1.003

Tota l

( 1 )  Num ber 4 ) 7  * 7 6  4 ) 5  4 6 4  «6 '

( 2 )  Average Age
at Retirement 5) 7* 55 72 56 12 56 29 36 33

( 3 )  A verage M onth ly
Bene fit 5 * 3 5  S 1 .104 S 9 0 )  I  9 ? l  S 1 ,115

2 . 2 ( i )  S t a t i s t i c s  o n  N e w  R e t i r e e s
" O t h e r "  iM e m b e r s  D u r i n g  t h e  Y e a r  E n d i n g  J u n e  3 0

1 I

4 ‘)



2 . 2 ( j )  S c h e d u l e  o r  A v e r a g e  B e n e f i t  P a y m e n t s  -
N e w  R e t i r e e s  -  " O t h e r s "

Years o f  Credited Service
0 - 4 5 9 10 • 14 15 * 19 20 - 24 25 - 29 30 +

s 503 $ 449 $ 863 $ 1,412 5 1.886 $ 2 .7 1 0 $ 3 .131
17 149 169 136 60 17 19

$ 558 S 449 S 8W> S 1 .343 $ 2 .0 2 9 S 2 .534 S 3 .2 23
23 158 143 83 36 13 8

s 584 $ 498 S 842 5 1 .240 $ 1.941 5 2 .3 5 0 $ 2 .7 5 8
19 161 138 71 32 8 6

$ 708 s 561 s 928 S 1 .379 $ 1.962 $ 2 .781 $ 3 .235
4 0 267 282 154 76 42 15

s 627 s 4 8 0 s 830 S 1 .325 $ 1 .856 $ 2 .1 6 8 $ 3 .3 52
4 6 181 124 6 6 30 4 6

s 712 s 414 s 771 $ 1 .187 S 1.791 5 2 .0 54 s 3 .4 43
47 155 83 36 18 IU 4

Period 7 /1 /93  - 6 /3 0 /9 4 :
Average Monthly Benefit*
Number o f  Active Rctirants

Period 7 /1 /92  - 6 /3 0 /9 3 :
Average Monthly Benefit 
Number o f  Active Rctirants

Period 7/1/91 • 6 /3 0 /9 2  
Average Monthly licn c lil 
Number o f  Active Ketirants

Period 7 /1 /90  - 6 /3 0 /9 1 :
Average Monthly Benefit 
Number o f  Active Rctirants

Period 7 /1 /89  • 6 /3 0 /9 0  
Aseragc M onth ly Benefit 
Number o f  Active Rctirants

Period 7 /1 /88  - 6 /3 0 /8 9  
Aseragc Monthly Benefit 
Number o f Active Rctirants

• -A seragc Monthly Benefit* includes post retirement pension adjustments and cost-o f liv ing iifcrcascs

2



2.2(k) Statistics on All Retirees as of June 30, 1994

Service Rctircmenl

Surviving Spouvc’v Benefit*

( 1 )  Number. June 30. 1 9 9 )
( 2 )  Net Change During FY 94
( 3 )  Number. June 30. 1994
(4 )  Average Age M Retirement
( 5 )  Average Age Now
(6» Average Monthly Benefit

Divabililir*

( I )  Number. June 30. 1993 
(2 t  Net Change During FY 94
(3 )  Number. June 30. 1994
1 4 )  Average Age At Retirement
(5> Average Age Now
(6 )  Average M onth ly Benefit

PoliK.A_F.ilfi M t t :

Number. June 30. 1993 
Net Change During FY94 
Number, June 30 . 1994 
Average Age At Retirement 
Average Age Now  
Average Monthly Benefit

637 
66  

703 
50.25 
57 .67 

S 2 .193 88

7 .612  
408  

8 .0 2 0  
5 7 .2 9  
6 5 .4 5  

9 9 0  87

Total Number of Retiree* 800 8 .843

«* •

51
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2.2(1) Distribution of Annual Benefits for



2 . 2 ( i n )  S c h e d u l e  o f  R e t i r e d  M e m b e r s  b y  T y p e  o f  R c t i r a n t
a n d  O p t i o n  S e l e c t e d  -  " P o l i c e / F i r e "  -  J u n e  3 0 ,  1 9 9 4

Amount o f Number Tvnc o f Rciirctncni Uni ion SckMcd #
Monthly o f
I k K f i l R c in rc i 1 2 2 Opt. 1 Opt, 2 Opt. 3 U p l

$ 1 -  S 300 12 11 I 0 4 5 ■>* 1
301 ♦ 600 45 33 5 7 28 1 : 3 3
601 • 900 58 54 3 1 36 10 5 7
901 - 1200 55 4 6 6 3 35 5 8 7

1201 - 1500 60 44 5 I I 36 7 8 9
1501 - 1800 75 56 4 15 39 28 6 ■>
1801 • 2100 87 76 5 6 42 28 10 7
2101 • 24tX) 76 68 1 7 28 29 12 7
2-101 - 2700 91 88 1 mt 4 0 27 10 14

» -» c • VJ 1 78 75 0 3 30 31 6 11
over 3tXXJ A 12 _ 7 J l i 64 .2D -18
lo u ls 8 0 0 703 35 62 379 245 •8) 86

b e f j ‘1 R c u k u k iu

1 * Normal retirement
2 Su rv ivor payment
3 D isability retirement

Option 1 • W hole IJ fc  Annuity 
OptK>n 2 - 75*SC Joint and Su rv ivo r Annuity 
Option J • 50%  Joint and Su rv ivo r Annuity 
Option I • 6 6% %  Joint and Su rvivor Annuity

•»•X



1.2(h ) Distribution of Annual Benefits for
"Other" Benefit Recipients

Annua l B ene fit B y  Age
Num ber Total Aseragc

Age o f Annual Annual
G roups Peop le Benefit t ftn s f l l

0 -1 9 0 S 0 S 0
2 0 -2 4 0 0 0
23-2Q 1 1.669 1.669
3 0 -3 4 9 110 .315 12 .257
3 5 -3 9 2 6 2 7 7 .5 2 7 10.674
4 0 -4 4 7 0 777.1X30 11 .100
4 5 -4 9 81 1 .0 82 .1 6 9 13 .360
5 0 -5 4 8 7 6 8 .9 8 5 .3 8 2 10 .257
5 5 -5 9 1 .755 2 1 .8 9 4 .7 9 8 12 .476
6 0 -6 4 .8 42 2 4 .4 1 7 .4 1 6 13 .256
6 5 -6 9 ! .6 95 19 .0 9 9 .4 1 4 11 .268
70 -7 4 •05 14 6 4 9 .7 4 3 11 .226
7 5 -7 9 6 9 9 7 .6 2 6 .6 5 9 10.911
8 0 - •184 1 6 8 1 .6 9 5 9 .673

Tota l 1 .843 S 1 0 ) .6 0 3 .7 8 7 SI 1 .716

•• A nnua l Benefit B y  Years S ince Retirement —
Years Number Tota l A verage
Since o f Annua l Annual

Rebrem ent Peop le B tn fQ l B f l lS f i l

0 567 S 7 .5 8 4 .0 8 8 S 13 .37 6
1 4 8 8 5 .5 2 5 .3 " 9 11 .322

44 8 4 .8 2 8 .2 8 1 10 .777
3 87 9 1 1 .3 7 6 .7 7 9 12 .943
4 6 3 7 7 .0 4 7 .4 2 4 11 .063
0 - 4 3 .019 3 6 .3 6 1 .9 5 1 12 .044
5 - 9 2 .9 6 2 36 .9 4 8 .3 5 1 12 .474
10 -14 1 .577 1 7 .2 5 2 .7 6 0 1 0 .9 4 0
15 -19 1 .066 1 0 .9 4 4 .5 4 7 10 .26 7
20 -2 4 20 2 1 .8 7 9 .4 6 0 9 .3 0 4
2 5 -2 9 14 165 .361 11 .812
30 -3 4 3 5 1 .3 5 7 17 .1 1 9
3 5 -3 9 0 0 0
4 0 * o 0

Total 8 .8 43 S I 0 3 .o 0 3 . - S 7 S I I . ' i o

Nears S ince R e tirem en t By Age

Years Since R e t irem en t —
A iS 0  4 t . 9 ! 2 i i i 15 -19

0 -1 9 0 0 0 0
2 0 -2 4 0 0 0 0
2 5 -2 9 1 0 0 0
30 -3 4 6 ) 0 0
3 5 -3 9 1$ 1 ) 0
4 0 -4 4 -7 2 ) 6 3
4 J - I 9 4 0 28 10 )
5 0 -5 4 7 3 9 9 8 25 12
5 5 -5 9 1 .070 6 ) 7 ) 0 15
0 0 -6 4 6 2 ) 9 4 0 254 20
6 5 -6 9 37 6 6 7 6 501 138
7 0 -7 4 91 4 ) 2 4 0 7 367
7 5 -7 9 16 9 2 252 310
10 * i M __12 _L2J

Total 3 0 1 9 1 ( U I  • . 1 .577 1 .066

2 0 -2 4 ; e . ; g 3CQ 4 4 0 - M a i

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 1
0 0 0 0 0 9
0 0 0 0 0 26
1 0 0 0 0 70
0 0 0 0 0 I I

0 0 0 0 87 6
1m 1 0 0 0 1.755
4 1 0 0 0 1.842
4 0 0 0 0 1.695
t 0 0 0 0 1 .305

2 9 0 0 0 0 6 9 9
M l j ; i J2 J I 484

2 0 2 14 ) 0 0 8 1 4 )

?(*



2 . 2 ( o )  S c h e d u l e  o f  R e t i r e d  M e m b e r s  b y  T y p e  o f  R c t i r a n t
a n d  O p t i o n  S e l e c t e d  -  " O t h e r s "  -  J u n e  3 0 ,  1 9 9 4

Amount o f Number
M onthly o f
Hcnefil Retirees

S I - $  300 1 .057
301 • 6 00 2 .3 97
601 - 9 0 0 1 .753
901 - 1200 1,173

1201 - 1500 797
1501 - 1800 498
1801 - 2100 372
2101 • 2400 261
2401 - 2700 193
2701 • 3000 119
ove r 3<XX> 223
lo ta ls 8 .8 4 3

T ype o l Retirement

1 • Normal retirement
2 Su rv ivo r payment
3 - D isability retirement

Option 1 - W ho le L ife  Annuity 
Option 2 - 7 5 5  Joint and Su rvivor 
Option 3 - 5 0 5  Joint and Survivor 
Option 4 • 6 6 ^ 5  Joint and Survivi

Type o f. Kclifcnm iL

1 2 2

895 150 12
2 ,162 193 42
1 .620 114 19
1.071 71 31

723 39 35
454 17 27
345 13 14
244 10 7
182 5 6
109 7 3
21?

8 .0 2 0 b 23 200

Annuity 
Annuity 
ir Annuity

O p im  Seles; led &

D p i 1 Qd l J Opt. 3 L2PLJ

716 159 140 42
1,604 397 268 128
1.087 332 172 162

749 195 137 92
512 147 75 63
298 8b 62 52
202 79 49 42
141 58 30 32
107 42 25 19
52 44 14 9

105 ___f t ) _JS 23
5 .5 73 1 ,599 1.007 6t>4



2 . 2 ( p )  S c h e d u l e  o f  R c t i r a n t s  a n d  B e n e f i c i a r i e s  A d d e d  t o  a n d  R e m o v e d  f r o m  R o l l s  -  P o l i c e / F i r e

Y ea r
Ended

Added to R o lls Rem oved fro n t R o lls R o lls  - End o f  Y e a r Percent 
Increase in A verage

A nnua l
A llow anceN o .- V. ^ s n u a l  

A la tra n c c s*
N o .- A nnua l

A llow anccs-
No. A nnua l

A llowances
A nnua l

A llowances

June 30 . 1994 77 S 2 .4 2 8 .7 6 7 4 $  119 ,939 800 $ 2 0 ,4 8 6 .5 2 7 12 .7% 5 2 5 .6 0 8

June 3 0 . 1993 39 982 ,991 11 2 12 ,5 65 727 18 ,177 ,698 4 .4% 25 ,0 0 4  I

June 30 . 1992 35 1 ,202 ,004 8 195 .248 6 9 9 17 .407 ,272 6 .1% 2 4 ,9 0 3

June 3 0 . 1991 129 3 .4 0 8 ,7 7 4 4 9 5 .7 0 4 672 16 ,400 .5 16 25 3% 2 4 .4 0 6

June 3 0 . 1990 38 9 0 7 .9 9 7 3 7 1 .7 8 4 547 13 .087 ,4 46 6 .8% 23 .9 2 6

June 30 . 1989 128 2 .6 8 6 .7 4 8 3 74 .7 24 512 12 ,251 .233 2 7 .1% 2 3 .9 2 8  j

June 30 . 1988 72 1 .9 9 1 ,3 1 8 0 0 387 9 ,6 3 9 ,2 0 9 26 0% 24 ,9 0 8

June 30 . 1987 96 3 .0 5 4 .1 6 0 82 1 .7 20 .0 3 2 315 7 ,647 .891 2 1 .1% 2 4 .2 7 9

June 3 0 . 1986 36 9 49 .9 54 2 4 0 .4 8 2 301 6 .3 1 3 .7 6 3 16 8% 20 .9 7 6

June 30 . 1985 77 1 ,966 .581 1 18 .093 267 5 ,404 ,2 91 5 6 .4% 20 ,241

• Numbers arc estimated, and include o ilie r internal transfers



2 . 2 ( q )  S c h e d u l e  o f  R c t i r a n t s  a n d  B e n e f i c i a r i e s  A d d e d  t o  a n d  R e m o v e d  f r o m  R o l l s  -  " O t h e r s "

Yea r
Added to  R o lls Rem oved from  R o lls R o lls  - E nd  o f  Y ea r Percent 

Increase in
Average H 
Annual i

Ended N o .* A nnua l
A llow ances*

N o . • A nnua l
A llow ances*

N o . A nnua l
A llowances

A nnua l
A llowances

A llowance |

June 30 . 1994 567 $ 7 .5 8 4 .0 8 8 100 $ 225 ,631 8 ,8 4 3 $ 1 03 ,603 ,7 8 7 7 .6% S 11 ,716 |

June 30 , 1993 464 5 .4 0 8 .6 7 0 93 4 .0 5 7 ,6 6 9 8 ,3 7 6 9 6 ,2 4 5 .3 3 0 1 .4% 11.491 j

June 30 . 1992 435 8 ,5 2 0 ,9 6 3 116 1 ,3 2 3 .5 6 0 8 ,0 0 5 9 4 ,8 9 4 ,3 2 9 8 .2% 11,854

June 30 . 1991 876 1 5 .2 7 7 ,8 4 2 8 8 5 .0 7 2 7 ,6 8 6 8 7 ,6 9 6 .9 2 6 21.0% . 11 ,410

June 30 . 1990 457 5 .7 7 6 ,7 5 6 94 9 8 6 ,0 6 0 6 ,8 1 8 7 2 .5 0 4 .1 5 6 7 .1% 10,634

June 30 . 1989 352 3 .6 5 1 ,4 5 0 212 2 ,2 2 5 ,3 6 4 6 ,4 5 5 6 7 .7 1 3 .4 6 0 2 2% 10 ,490

June 30 . 1988 1.014 11 ,5 3 2 .4 0 5 35 3 6 1 ,5 1 5 6 ,3 1 5 66 .2 8 7 ,3 7 4 2 0 .3% 10.497

June 30 . 1987 1.011 1 4 .8 2 1 .7 3 3 31 2 8 8 ,8 2 7 5 ,3 3 6 5 5 .1 16 .484 3 5 .8% 10,329

June 30 . 1986 416 3 .7 1 8 ,7 5 0 110 1 ,0 2 9 .2 7 0 4 ,3 5 6 4 0 .5 8 3 ,5 7 8 7 .1% 9 ,317

June 3 0 . 1985 484 7 ,4 9 0 ,5 3 7 102 8 6 9 ,6 5 2 4 ,0 5 0 3 7 ,8 9 4 ,0 9 8 2 1 .2% 9 ,3 57

• Numbers arc estimated, and include other internal transfers.



2.3 Actuarial Basis

The demographic assumptions used in this valu dion were adopted at the Fall 1991 PERS Board 
Meeting. Economic assumptions were adored as a result of a presentation to the Board in 
October 199*. The funding method used ir mis valuation was adopted June 30, 1985. The five- 
year smoothing method used to determine valuation assets was changed effective June 30, 1994.

Valuation of Liabilities
m

A . A c tua ria l M ethod - Projected Unit Credit (no change). Liabilities and contributions shown
in the report arc computed using the Projected Unit Credit method of funding. The
unfunded accrued liability is amortized over a rolling 25 years. Any funded surpluses are 
amortized over five years.

The objective under this method is to fund each participant’s benefits under the plan as they 
accrue. Thus, each participant's total pension projected to retirement with salary scale is 
broken down into units, each associated with a year of past or future service. The principle 
underlying the method is that each unit is funded in the year for which it is credited. 
Typically, when the method is introduced there will be an initial liability for benefits 
credited for service prior to that date, and to the extent that this liability is not covered by
Assets of the Plan there is an Unfunded Liability to be funded over a chosen period in 
accordance with an amortization schedule.

An Accrued Liability is calculated at the valuation date as the present value of benefits 
credited with respect to service to that date.

The 1 nfunded Liability at the valuation date is the excess of the Accrued Liability over the 
Assets of the Plan. The level annual payment to be made over a stipulated number of years 
to amortize the Unfunded Liability is the Past Service Cost.

The Normal Cost is the present value of those benefits which arc expected to be credited 
with respect lo service during lltc year beginning on the valuation date.

Under this method, differences between the actual experience and that assumed in the 
de'crmination of costs and liabilities will emerge as adjustments in the Unfunded I iability. 
su jeet to amortization.

B. Actuarial Assumptions •

1. Investment Return 8 00% per year, compounded annually, net of
expenses

M Vt'fcer Incorporated 60



2. Salary Scale

• •• •

3. Total Inflation

4. Health Cost Trend

5. Mortality

6. Turnover

7. Disability

8. Retirement Age

9. Spouse's Age

10. Dependent Children

i V  V  • o r ;  •

Inflation - 4.0% per year
Productivity - 0.5% per year
Merit (first 5 years of employment) * 1.0% per year

Total inflation as measured by the Consumer Price 
Index for urban and clerical workers for Anchorage 
is assumed to increase 4% annually.

FY95 - 9.5%
FY96 - 8.5%
FY97 - 7.5%
FY98 - 6.5%
FY99 & later - 5.5%

1984 Unisex Pension Mortality Table, set forward 
one year for male and police/fire members, and set 
backward four years for female members. Deaths 
arc assumed to be occupational 85% of the time for 
Police/Fire. 35% for "Others".

Based upon the 1986*90 actual total turnover 
experience. (See Table I).

Incidence rates, based upon the 1986*90 actual 
experience, in accordance with Table 2. 
Post-disability mortality in accordance with rate- 
published by the Pension Benefit Guaranty 
Corporation to reflect mortality of those receiving 
disability benefits under Social Security. Disabilities 
arc assumed to be occupational 85% of the time for 
Policc'Firc, 35% for "Others".

Retirement rates based upon the 1986*90 actual 
experience in accordance with Table 3.

Wives arc assumed to be four years younger than 
husbands.

Benefits to dependent children have been valued 
assuming members who arc not single have one 
dependent child.

61



I. Contribution Refunds

12. C.O.L.A.

13. New Entrants

14. Expenses 

Va lu a t io n  o f  Assets

100% of those terminating after age 35 with five cr 
more years of service will leave their contributions 
in the fund and thereby retain their deferred vested 
benefit. All others who terminate arc assumed to 
have their contributions refunded.

Of those benefit recipients who arc eligible for the 
C.O.L.A.. 71% are assumed to remain in Alaska and 
receive the C.O.L.A.

Growth projections are made for the active PERS 
population under three scenarios:

Pessimistic:
Median:
Optimistic:

1% per year 
3% per year 
5% per year

Expenses arc covered in the investment return 
assumption.

Effective June 30. 1964. the asset valuation method recognizes 20% of the investment gain or 
loss in each of the cuncnt and preceding four years. All assets arc \alucd at market value. 
Assets arc accounted for on an accrued basis and arc taken directly from audited financial 
statements provided b> KPMG Peat Marwick. Valuation assets cannot be outside a range of 80° a 
to 120% of the market value of assets.

Va lu a t io n  o f  Med ica l  Benefits

Medical benefits for retirees arc provided by the pavment of premiums from the fund. A prc-65 
cost and lower post-65 cost (due to Medicare) arc assumed such that the total rate for all retirees 
equals the present premium rate assumption These medical premiums arc then increased with 
the health intlation assumption. The actuarial cost method used for funding retirement benefits 
is also used to fund health benefits.

For FY96. the prc-65 monthly premium is $458 17 and the post-65 premium is $174.54. based 
on an assumed total blended premium of $550 50 For FY96. the actual blended premium is 
$350.50 The FY96 blended premium was provided by the State of Alaska Division ol 
Retirement and Benefits.

,'i o’ V V u c n f
6 2



T a b le  1

Alaska PERS 
Total Turnover Assumptions

Select Rates o f  Turnover 
During the First 10 Years 

o f  Employment_____

Ultimate Rates o f  Turnover 
A fter the First 10 Years 

o f  Employment_______

Police and Fire:

Year o f ........Age at Hire
EmDloNmcnt 30-39 4 0 - Age Rate

I t i  • ••«* .18 .10 20-39 .03
2 .19 .13 .10 40+ .01
3 .13 .12 .10
4 .12 .12 .10
5 .10 .10 .10
6 .08 .08 .08
7 .07 .07 .07
8 .06 .06 06
9 .05 .05 .05

10 .04 .04 .04

Others:

Year o f ........Age at Hire • • • •• •
FmDlovmcnt 2£L22 M r Age t o

1 .30 .23 20 -29 .065
2 .23 .18 30-34 060
3 .20 .14 35*44 055
4 .16 .13 4 5 - 0 5 0
5 .1 6 .13
6 .14 .13
7 .12 .12
8 .11 .11
9 09 09

10 .08 .08

V  W * C # r  t«CO »PO M I*d



Tabic 2 
Alaska PERS 

Disability Rates 
Annual Rates Per 1,000 Employees

Attc

20

Po lice  Si Fire 
Rate

‘Other'* Mcr 
Rate

85 14
21 87 .14
22 9 0 14
23 94 15
24 98 15
25 1 0 3 15

26 1 0 8 15
27 1.13 .15
28 1 .19 16
29 1 25 .16
30 1.71 16

31 1 .37 .17
32 1 4 3 17
33 1 .44 25
34 1 4 8 34
35 1 55 44

36 1.65 53
37 1 .78 64
38 1 9 4 7 5
3 9 2 .1 3 87
4 0 2 .3 5 9 9

41 2 6 0 1 12
4 2 2 88 1 25
43 3 .1 9 1 3 9
44 3 53 1 53
45 3 9 0 1 6 8

46 4  3 0 1 84
4 7 4 7 3 2 0 0
4 8 5 19 2 1 7
4 9 5 6 8 2 .3 4
5 0 6  2 0 2 .5 2

51 6 7 5 2 .7 0
52 7 33 2 8 9
53 7 9 4 3 0 8
54 8 58 3 2 9
55 9  25 3 4 9

56 9 9 5 3 7 0
57 10 68 3 9 2
58 I I  4 4 4  14
59 1 2 2 3 4 3 7
6 0 13 05 4 6 1

61 13 9 0 4 84
6 2 1 4 7 1 5 0 9
6 ) 15 6 9 5 ) 4
64 1 6 6 3 5 6 0

M



T a b le  3

Alaska PERS 
Retirement Rates

Police & Fire "Other" Member
.•Wc Rate________________  Rais_____

50 .25 .11
51 .14 .08
52 .14 .08
53 .15 .08
54 .15 .08
55 .30 .19
56 .25 .16
57 .21 .13
58 .21 .12
59 .20  .11
60  .20 .17
61 .40 .14
62 1.00 21
63 1.00 .22
64 1.00 .22
65 1.00 31
66  1.00 .61

6 7  & U p  1.00 1.00

For ages less 'ban 50 . employees arc assumed to retire two >cars after the earliest age they arc 
e lig ib le  to retire.

\\ V  \ W c«k  trcorpo*.il«Kt
65



O t h e r  H i s t o r i c a l  I n f o r m a t i o n

S e c t i o n  3

3.1 shows the analysis of financial experience.

3.2(a) shows the summary of accrued and unfunded accrued liabilities for Police and Fire 
members.

3.2(b) shows the summary of accrued and unfunded accrued liabilities for "Other' members.

3.3 shows the solvency test.

3.4(a) shows the statement of actuarial present value of accumulated plan benefits for Police and 
Fire members.

3.4(b) shows the statement of actuarial present value of accumulated plan benefits for “Other" 
members.



3.1 Analysis of Financial Experience

Change in C o n t r ib u tk n  R a te  
Due to G ains and Lo o ks  in Accrued L iab ilitie s  

D u rin g  the Last F ire  F isca l Y ea rs  R esu lting  F rom  
D iffe ren ces  Between Assumed Experience and A ctua l E xperience

T yp e  o f
Change in  C on trib u tio n  R a te  D u rin g  Fiscal 

Y e a r
G a in  o r  Loss 94 93 92 91 90

(1 ) Health Experience , 41% 0% 0 % -3 .1 7% -1 .4 2%
(2 ) Sa la ry Experience * .55% - .2 1% - 5 6% .2 6% -.0 7%

(3 ) Investment Experience .37% -1 .4 1% - .1 6% .4 8% • 67%
(4 ) Demographic Experience .36% .74% 1 .58% 2 .0 2 % .68%

(5 ) M iscellaneous 0% 0% 0% 0% .86%

1 (6 ) Gain (o r  Loss ) During Yea r From  
Experience. ( l ) + ( 2 ) + ( 3 ) + ( 4 ) + ( 5 ) .59% -.8 8% .86% - .4 1 % -.6 2%

|  N on-recurring Iicms

(? )
Asset Valuation Method - .5 6% 0% -.8 8% 0% 0%

(8 ) Assumption Changes - .7 1% 0% 0% .5 5% 0%

(9 ) Plan Changes 0% 0% 0% 0% 0%

Composite Gain (o r  Loss) During Year. 
(6 )+ < 7 )+ < 8 )+ (9 ) - .6 8% -.8 8% -.0 2% .1 4% -.6 2%

<.»rr*v W c e f  InCOfpOMted



3 . 2 ( a )  S u m m a r y  o f  A c c r u e d  a n d  U n f u n d e d  A c c r u e d  L i a b i l i t i e s  -  " P o l i c e / F i r e "

Va lua tion
Date

Aggregate 1.

V a lu a tion
Assets

( ’ 0 0 0 ’ s)

Assets as a 
Percent o f  
A ccrued 
L iab ility

U n funded  
Accrued 

L iab ilitie s 
(U A L ) ( '0 0 0 's )

A nnua l
Active 

M em ber 
P a y ro ll (0 0 0 's )

U A L  as a 
Pe rcen t o f  I 

A nn u a l Active 
M em be r P a y ro ll

1 June 30 , 1994* **» $ 73 2 ,9 8 8 S 694 ,773 9 4 .8% $ 38 ,2 15 S 128 ,456 2 9 .7%

U June 30 , 1993 6 3 9 ,4 3 9 6 1 0 ,1 4 9 9 5 .4% 29 ,2 9 0 124 ,025 2 3 .6%  !

June 30 , 1992"' 5 9 2 ,5 1 8 540 .087 9 1 .2% 52,431 122 ,762 4 2 .7 %  !

June 30 . 1 991"' 5 2 3 ,3 2 6 4 6 1 ,1 0 3 8 8 .1% 62 .2 2 3 120 ,240 5 1 .7%

June 30 , 1990 4 2 2 ,2 7 5 41 0 .6 1 5 9 7 .2% 11 ,660 105 ,135 11 . 1%

June 30 . 1 9 89 " 402 ,021 368 ,325 9 1 .6% 33 ,6 9 6 104 ,000 3 2 .4%  *

June 30 , 1988 324 .6 34 301 .7 80 9 3 .0 % 22 ,854 102 .265 2 2 .3%

June 3 0 . 1987 28 3 ,5 3 5 28 2 .5 3 0 9 9 .6% 1,005 100 ,839 1 .0%

June 30 , 1986 24 9 ,6 7 3 254 ,643 102 .0% 0 101 ,537 0%

June 30 , 1985"“ ' 2 1 3 ,9 6 7 * 2 0 1 .1 6 4 * 9 3 .9% 12,803 92 .381 13 .9%

• Estimated.
Charge in Asset Valuation Method. 
Change o f  Assumptions.
Change in Funding Method
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3 . 2 ( b )  S u m m a r y  o f  A c c r u e d  a n d  U n f u n d e d  A c c r u e d  L i a b i l i t i e s  -  MO t h c r "

| V a lu a tio n
tfa te

A o r t f a t c

L N i m r . )

V a lu a tion
Asset*

COOO's)

Assets as a 
Percent o f  
Accrued 
L iab ility

U n funded
Accrued

lia b i li t ie s
(U A L ) ( ’ 0 0 0 ’ s)

A nnua l 
Active 

M em ber 
P a y ro ll (000 's )

U A L  as a 
Percen t o f  

A nnua l A ctive 
M en fc e r P a y ro ll

June 3 0 . I9 9 4 ‘',, ‘ $ 3 ,8 8 7 ,1 9 4 S 3 .6 8 4 .5 3 2 94 8 * $ 2 0 2 .6 6 2 $ 1 .018 .541 19 .3%

June 3 0 , 1993 3 .4 8 6 .3 2 2 3 .3 2 6 ,6 2 7 9 5 .4% 159 .695 1 ,011 .864 15 8%

June 3 0 . 1992"' 3 ,1 4 8 .3 6 4 2 .8 6 9 .7 7 2 9 1 .2% 278 .5 9 2 %  1.054 29  0%  !

June 30 . I 9 9 r 2 .8 1 5 .8 1 9 2 .4 8 1 .0 1 8 88 1% 334 .801 9 0 7 .5 6 7 36 9%

June 30 . 1990 2 .3 3 1 .2 4 3 2 .2 6 6 .8 7 1 97  2% 6 4 .3 7 2 8 4 6 ,9 3 5 7 .6%

June 30. 1989 2 .1 6 1 .2 4 7 1 .9 8 0 .0 9 8 9 1 .6% 181 .149 8 0 8 .8 3 5 22 4%

June 30. I9H8 1 .9 2 1 .9 4 9 1 .7 8 6 .6 4 8 93 0% 135.301 8 0 6 .1 0 0 16 8%

June 30 . 1987 1 .6 2 1 .4 7 0 1 .6 15 .7 2 3 99  6% 5 ,7 4 7 790 .4 63 .7%

June 30. 1986 1 .3 0 6 .9 3 7 1 .3 3 2 .9 5 6 102 0% 0 788 .5 55 0%

June 30 . 1 9 8 5 ” * 1 ,1 1 4 .9 9 7 * 1 .0 4 6 .9 8 2 * 9.3.9% 0 8 .0 1 5 7 3 8 .1 9 8 9  2%

* I'vttnuied .
('hangc in Avtct Valuation Method 

^  (*hanj{c o f Awumptioftt.
"• C hange in l undinjt

$



3.3 Solvency Test

Aggregate A ccrued L ia b ility  F o r : P o rtion  o f  Accrued L iab ilities 
C ove red  by Assets

V a lu a tion
D a le X

C on tribu tion s
( ’ OOO'i)

(2 )

Inactive
M em bers
('OOO'k)

(3 )
A ctive M em bers 

(K m p lo y rr*  
F inanced 

P o r t io n ) ( ’ 0 0 0 ’ s)
V a lu a tion  

Assets ( ’ 0 0 0 ’s ) (1 ) (2 ) (3 )

June 30 . IW 4 " h S 61 5 .9 2 5 S 2 .2 3 3 .3 4 9 S 1 .7 7 0 .9 0 8 4 .379 ..305 HX)% l(XJ% 86 4%

June 30 . 1993 551 .753 1 .9 2 1 ,9 6 7 1 .652 .041 3 .9 3 6 .7 7 6 100% 100% 88 .6%

June 30 . 1 9 9 2 - 4 8 4 .5 9 0 1 ,7 8 3 .0 2 0 1 .473 .2 72 3 ,4 0 9 .8 5 9 100% 100% 77 5%

June 30 . I 9 9 r 4 2 2 .6 5 6 1 .6 2 1 .5 9 0 1 .2 9 4 .8 9 9 2 .9 42 .1 2 1 100% l(X)% 69 .3%

Ji ne 30 . 1990 380 .6 80 1 .2 8 5 .5 1 5 1 .0 87 .3 2 3 2 .6 7 7 .4 8 6 100% 100% 93 0%

June 30. I 9 8 9 r' 3 2 9 ,9 66 1 ,2 1 7 .6 4 8 1 .0 15 .6 5 4 2 .3 4 8 .4  2 3 100% 100% 78 8%

June 30 . 1988 305 .483 1 .0 3 0 .0 4 8 911 .0 52 2 .0 8 8 .4 2 8 100% 100% 82 6%

June 30 . 19H7 216 .504 8 2 0 .8 5 3 867.(>48 1 .898 .253 100% 100% 9 9  2%

June 30 . 1986 2 10 .1 15 * 4 9 3 .7 2 4 8 5 2 .7 7 1 * 1 .5 8 7 ,5 9 9 100% 100% 100 0%

JurK V). 1985 * * 169 .433 4 6 6 .2 2 2 6 9 3 .5 7 4 * 1 .2 4 8 .1 4 6 100% 100% 88 3%

* i :.vlu ru led ,
( lu n g e  in Awct V ilu a lic n  M ciN hJ 
( lu n j.<  o l Assumptions 
( lu n g e  in FunJing M c llx s l
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3 . 4 ( a )  S t a t e m e n t  o f  A c t u a r i a l  P r e s e n t  V a l u e
o f  A c c u m u l a t e d  P l a n  B e n e f i t s  -  " P o l i c e / F i r e "

Actuarial Present Value o f  Accumulated Plan Benefits
ti JUIK 3Q. IM  LQQQ’s)__________________________
Retired participants and beneficiaries 
o f  deceased participants S 2 92 .1 15

Terminated participants with deferred benefits 16.951

Active participants - Vested 31 6 .5 4 7

Active participants * Non-vcstcd 3 6 .6 6 6

Total Actuaria l Present Value o f  
Accumulated P lan Benefits $ 6 6 2 .2 7 9

Notes to the Statement o f  Accumulated Plan Benefits

1. The actuarial present value o f  accumulated plan benefits presented in this statement was determined 
using the fo llow ing  assumptions.

a Future salary was not considered

b Future service was considered on ly to the extent that it would permit active plan participants 
to become e lig ib le fo r  benefits attributable to service rendered pn o r to the date o f  
determ ination.

c. Regu lar valuation assumptions were used as to m orta lity , withdrawal, retirement ages, 
d isab ility , and investment return

2 Accumulated employee contnbutions with interest total $ 9 3 ,4 6 5 (0 0 0 )

3 As with many o f  the comparative plan financial relationships otherwise availab le, an exam ination, 
over pcnods o f  lim e , o f  the relationship between the \a lu e  o f  accumulated p lan  benefits and the 
salue o f  plam assets may give an indication o f  the progress being made toward the funding o f  plan 
benefits H ow tvc r . in the context o f  a 'going concern ’ environment, a point in time comparison 
o f  these two etksc i should not be construed to be indicative o f  the expected ability o f  the p lan  to 
pay fu tu re  benefits *h en  due Furtherm ore, that comparison is not \a lid  f o r  assessing a  p lan  
term ination situation Consideration o f in lla tion  in the assumed return on plan assets while 
ignoring in fla tion 's c flec t on  future benefit leve ls produces a  significant understatement o f  the 
\a lue  o f  accumulated p lan  benefits w hen app l) mg going concern concepts. The accumulated p lan  
oenefit \a lu e  presented in this statement should not be confused wif/i In formation presented 
elsewhere regard ing fund ing requirements

W< im  M ctw fnco 'DO 'J^ f 71



4 . The change in ihe Prcscni Value o f  Accumulated
P lan Benefits during the p rio r fiscal year is as fo llow s :

A . Actuarial Present Value o f  Accumulated
Plan Benefits at June 3 0 . 1993 . (OOO’ s) S 5 72 .095

B. Increase (Decrease) Attributable to

3 . 4 ( a )  S t a t e m e n t  o f  A c t u a r i a l  P r e s e n t  V a l u e
o f  A c c u m u l a t e d  P l a n  B e n e f i t s  -  " P o l i c e / F i r e "  ( c o n t i n u e d )

i. Additional Benefits Accumulated, 
including Actuarial Experience 64 .803

ii. Increase due to Decrease in 
the Discount Period 48 .974

iii. Estimated Benefits Paid to Participants (2 4 .7 9 0 )

iv M a'cna l System Changes 0

v Change in Assumptions m

C Actuarial Present Value o f  Accumulated 
P lan Benefits at June 30 . 199*1 (0 00 's ) S 6 6 2 .2 7 9

W -  > r .  V  V c fC * *  l n c < y p O ' * t * J



3 . 4 ( b )  S t a t e m e n t  o f  A c t u a r i a l  P r e s e n t  V a l u e
o f  A c c u m u l a t e d  P l a n  B e n e f i t s  -  " O t h e r s "

Actuarial Present Value o f  Accumulated Plan Benefit*;
at June 3Q. 19*  (W i ) __________________
Retired participants and beneficiaries 
o f  deceased participants S 1 .4 3 3 .2 1 6

Term inated participants with deferred benefits 4 9 1 ,0 6 7

Active participants • Vested 1 .4 00 .7 35

Active participants - Non-vcstcd 37 ,391

Tota l Actuaria l Present Value o f  
Accumulated Plan Benefits S 3 .3 6 2 .4 0 9

Notes to the Statement o f  Accumulated Plan Benefits.

1. The actuarial present value o f  accumulated plan benefits presented in this statement was
determ ined using the fo llow ing assumptions:

a Future salary was not considered.

b. Future service was considered on ly to the extent that it would permit active plan
participants to become e lig ib le fo r benefits attributable to service rendered p rio r to the 
date o f  determ ination.

c Regu lar valuation assumptions were used as to m orta lity , w ithdrawal, retirement ages, 
d isab ility , and investment return

2. Accumulated employee contributions with interest total S 5 2 2 .4 6 0 (0 0 0 ) .

3 . As with many o f  the comparative plan financial relationships otherwise availab le, an
exam ination, over pcnods o f  time, o f  the relationship between the sa lue o f  accumulated

* p lan  benefits and the valwe o f  p lan assets may give an indication o f  the progress being 
made towaart the funding o f  plan benefits. However, in the context o f  a 'going concern' 
c n v iro ra a f lt . a point in time comparison o f  these two values shou ld not he construed to be 
indicative o f  the expected ability o f  the p lan  to p a \ fu tu re benefits when due Furtherm ore.
that com parison is not so lid  f o r  assessing a  p lan  term ination situation Consideration o f
in fla tion in the assumed return on plan assets while ignoring in fla tion s effect on future 
benefit leve ls produces a  significant understatement o f  the value o f  accumulated p lan  
benefits when applying going concern concepts The accumulated p lan  benefit \a lue  
presented in this statement should not be confused wtth in form ation presented elsewhere 
regard ing fund ing requirements

W *a m  M V<*c®* lnco*po»at«1
73



3 . 4 ( b )  S t a t e m e n t  o f  A c t u a r i a l  P r e s e n t  V a l u e
o f  A c c u m u l a t e d  P l a n  B e n e f i t s  -  " O t h e r s "  ( c o n t i n u e d )

4 . The change in the Present Value o f Accumulated
P lan Benefits during the p rio r fiscal year is as fo llow s :

A Actuarial Present Value o f  Accumulated
P lan Benefits at June 30 . 1993 . (0 0 0 ’ s) S 3 ,0 7 6 .4 5 6

B. Increase (D ecrease ) Attributable to:

i. Additional Benefits Accumulated.
including Actuarial Experience 149 .713

ii. Increase due to Decrease in
the D iscount Period 2 7 2 .9 4 8

iii. Estimated Benefits Paid to Participants (1 4 2 ,7 0 7 )

iv . M ateria l System Changes 0

v. Change in Assumptions  5 .9 9 9

C  Actuarial Present Value o f  Accumulated
P lan Benefits at June 30 . 1994 (0 0 0 's ) S 3 .3 6 2 .4 0 9

•< * m t i  n
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Alaska State Senate
S e n a t e  F i n a n c e  C o m m i t t e e

M. ill Slop (I'H)
Stair Capitol 

Iiiimmw Alaska ‘ Hihiii i is j

- SB  1 4 8 -

- A N  A C T  R E L A T IN G  T O  A D E F IN E D  C O N T R IB U T IO N  R E T IR E M E N T
P L A N  FO R  S T A T E  E M P LO Y E E S  -

SB  148 is a d e fin e d -c o n tr ib u t io n  re t irem en t p la n  w ith  s im i la r i t ie s  to 
the U n iv e rs i t y  o f  A la s k a ’s O p t io n a l R e tirem en t P la n  e s tab lish ed  in  1989. Th is 
le g is la t io n  w o u ld  c re a te  a T IE R  I I I  re t irem en t sy s tem  a p p lic a b le  to  a ll new  
sta te  e m p lo y e e s  h ire d  o n  o r  a fte r  Janu a ry  I ,  19% .

U n d e r  SB  148, th e  e m p lo y e r  c on tr ib u t io n  is based o n  7 .5  T o : the 
em p lo y e e 's  c om p en s a t io n , the  em p lo y e e 's  c on trib u t io n  ra te  is a ls o  set at 7 5 "  
o t c om p en sa t io n . F rom  the d a te  o f  the c on trib u t io n  fo rw a rd , the p r in c ip a l 
a nd  e a rn in g s  o f  th o se  c on tr ib u t io n s  a re  in ves ted  and  se p a ra te ly  a ccoun ted  fo r  
in  the n am e  o f  the em p lo y e e . Because th is is a d e fin e d -c o n tr ib u t io n  p la n , 
th e re  ts n o  p o te n t ia l f o r  u n fu n d ed  lia b i li ty  to the state. The s t a t e s  P en s ion  
In v e s tm en t B o a rd  w o u ld  c h oo se  the c om pan ie s  to  m an age  the m o n e y , but 
a l lo w  th e  a llo c a t io n  ch o ic e  am on g  these c om pan ie s  to  be s e lf-d ire c te d  bv  the 
e m p lo y e e  T h e  A la s k a  S ta te  P en s ion  In ve s tm en t B oa rd  a ls o  w o u ld  o v e rse e  
the a d m in is t ra t io n  a n d  o p e ra t io n  o f  th e  p la n  and  be re sp on s ib le  to  a ssu re  IR S  
c om p lia n c e .

T h e  b i l l a l lo w s  a p o lit ic a l s u b d iv is io n . R E A A , U n iv e rs ity  o f  A la sk a , 
s c h o o l d is t r ic ts  o r  p u b lic  o rg a n iz a t io n s  to  in c lu d e  th e ir new  e m p lo y e e s  in the 
d c t in e d -c o m r ib u t io n  re t irem en t p la n  A s o f  June .10, 1994, th e re  w e re  155 
e m p lo y e rs  in th e  P E R S  sy s tem ; T R S  em p lo y e rs  n um be red  61

4
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The ad v an tag e s  o f  a d e fin e d -c o n tr ib u tio n  p lan  o v e r  a d e fin ed -b en e fit 
p la n  in c lu d e :

R em ov e s  the q u e s tio n  ab ou t w h e th e r the re t irem en t p o o l is o f  
su ffic ie n t s ize  to c o v e r a ll re tirem en t bene fits . T h is  is because each 
em p lo y e e 's  c o n tr ib u t io n s  and  e a rn in g s  b e lo n g  100%  to that em p lo y e e  
and  c an no t be sh o r t - fu n d e d  n o r  used to p ay  the b ene fits  o f  a n o th e r 
e m p lo y e e ;

The  e m p lo y e r  and  em p lo y e e  k n ow  the fu l l  cost and  rece iv e  fu l l  v a l u e  
o f  the re t irem e n t c o n tr ib u t io n s  m ad e  on  the e m p lo y e e ’s b e h a lf ;

T h e  re t irem en t accoun ts  a re  p o rta b le ;

E m p lo y e e s  g a in  m o re  c o n tro l o v e r  the in ve s tm en t o f  th e ir  re tirem en t 
fu n d s  i f th e  p la n  o f fe r s  in ves tm en t o p t io n s . (T h e  state's d e fe r re d -  
c om p en sa t io n  p la n  is an  e x am p le  o f  th is .)

E m p lo y e r  costs are re a d i ly  p red ic tab le , d o  not re q u ire  lo n g -te rm  
ac tu a ria l c a lc u la t io n s , and  a re  pa id  at the tim e b ene fits  a re  e a rn ed , 
p re v e n t in g  the p o s s ib i li ty  o f  a lo n g -te rm  acc rued  lia b ility .

In d iv id u a l m em be rs  o f  a d e fin ed  c on tr ib u t io n  p la n  can ta i lo r  an 
in v e s tm en t p ackag e  a c c o rd in g  to in d iv id u a l p re fe ren ce s .

T o  c on tra s t the p la n  in SB 148 w ith  the  sta tus q u o , s u m m a r iz e d  b e low  
a re  a few  p o in ts  ab ou t the e x is t in g  PERS  an d  TR S  p lan s :

Tin* sta te 's P I-R S  and  TR S  re tirem en t p la n s  a re  d e fin e d -b e n e fit  system s 
w h ich  sp e c ify  the  le v e l o f  fu tu re  benefits  p a y ab le  lo  an em p lo y e e ; the 
c o n tr ib u t io n s  o f  th e  e m p lo y e r  an d  em p lo y e e  a re  p o o le d  an d  re tirem en t 
p a ym en ts  to  a re t ire e  a re  d ra w n  from  the p o o l T h e re  is n o  necessa ry  
re la t io n sh ip  b e tw een  the am ou n t c on trib u ted  o n  a p e rson 's  b e h a lf and  that 
p e rson 's  e v e n tu a l b en e fits



As o f  June 30 , 1994 , the PERS  system  w as u n d e r fu n d e d  b y  $ 240 ,8 70 ,0 0 0  
o r  9 4 .8%  fu n d ed ; T RS  w as u n d e r fu n d e d  by $ 288 ,4 52 ,0 0 0  o r  8 9 .5%  fu n d ed .
Th is rep re sen ts  a to ta l s ta te  u n fu n d e d  lia b ility  o f  S 5 29 ,322 ,000 . T hese  num be rs  
a re  p e r io d ic a lly  a c tu a r ia lly  a d ju s te d  to re flec t ce rta in  m o r ta lity  a s sum p tion s , 
fu tu re  ra tes o f  in f la t io n , a c tu a l e xp e rien ce  and  an tic ip a ted  exp e rien ce , 
expenses , changes in s ta tu to ry  p ro v is io n s , changes in a c tu a ria l a s sum p tion s  
o r  m e th od s , etc.

FY 96  PE R S  a ve rag e  e m p lo y e r  c on trib u tio n s  a re  12 .82%  o f  an 
em p lo y e e 's  c om p en sa tio n ; (E Y 9 7  is an tic ipa ted  at 12 .14% ). The  em p lo y e e  ra te  
is set in s ta tu te  (A S  3 9 .3 5 .1 5 0 ) at 6 .7 5% . (T h e  excep tion  is the peace o ffic e rs  
and  firem an  em p lo y e e  c o n tr ib u t io n  ra te  c u r re n t ly  set at 7  5% ; EY 96 e m p lo y e r  
c on tr ib u t io n  is 1 5 .2 2% .)

FY 96  an d  FY 97  TRS  e m p lo y e r  c on trib u tio n s  a re  12 48%  and  14 .96% , 
re sp e c t iv e ly , a n d  a re  “ sm o o th e d "  to  12 .00%  o f  an em p lo y e e 's  c om p en sa t io n  
fo r  bo th  FY 96  and  FY 97 ; the  em p lo y e e  ra te  is set in sta tu te  (A S  1 4 .2 5 .0 5 0 ) at 
8 .6 5% .
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March 14. 1905

W IL L IA M  M .
MERCER

State of Alaska 
Teachers' Retirement Board 
Department of Administration 
Division of Retirement & Benefits 
P.O. Box 110203 
Juneau. AK 90811-0203

Dear Members of the Board:

Actuarial Certification

The actuarial valuation required for the State of Alaska Teachers* Retirement System has 
been prepared as of June 30. 1994 by William M. Mercer. Incorporated The purposes of 
the report include:

(I I a review of experience under the Plan for the year ended June 30. 1094;

(2) a determination of the appropriate contribution rate for each empioycr in the 
System:

(3) the provision of reporting and disclosure information for tlnancial statements, 
governmental agencies, and other interested parties

In preparing this valuation, we have employed generally accepted actuarial methods and 
assumptions, in conjunction with employee data provided to us by the System's staff and 
financial information provided by the audited report from KPMG Peat Mansick. to 
determine a sound value for the System liability. This data has not been audited, but it 
has been reviewed and found to be consistent, both internally and with prior years' data. 
The actuarial assumptions arc based on the results of experience studies presented to the 
Board in October 1091 and October 1004

The contribution requirements arc determined as a percentage of payroll, and reflect the 
cost of benefits accruing in PY95 and a 25-year rolling amortization of the unfunded 
jeerued liability. The amortization period is set by the Boajd. Contribution levels are 
recommended by the Actuary and adopted by the Board each year The ratio of assets to 
liabilities decreased from 93.1% to 80.6% during the year, primarily due to a change in 
economic actuarial assumptions Over the years, progress has been made toward achieving 
the funding objectives of the System
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I here were no significant changes in the demographic actuarial assumptions or actuarial 
methods used in the determination of system liabilities this year. However, there was a 
change in the economic actuarial assumptions and asset valuation method. Ihe 
assumptions and methods, when applied in combination, fairly represent past and 
anticipated future experience of the System.

The total intlation assumption was changed from 5% to 4% annually. This in turn affected 
the economic assumptions, including investment return, salary scale, and health cost trend. 
The following table shows the prior and new economic assumptions:

1
Prior

Assumption
New Assumption 

6/30/94

Intlation 5.0% 4.0%
Investment Return 9.0% 8.0%
Salary Seale:

Intlation 5.0° h 4.0%
Productivity 0.5% 0.5%
Merit (first 5 years) l.P% 1.0%

Health Cost Trend:
FY95 9.5% 9.5%
FY96 8.5% 8.5%
FY97 7.5% 7.5%
FY98 7.5% 6.5%
FY99 & later 7.5% 5.5%

The method for calculating valuation assets was changed I hc new asset valuation method 
smooths the difference between expected investment return and actual return during a 
given year Ihe method spreads the results over five years by recognizing 20% ot the 
investment gain or loss in each of the current and preceding four vcars By spreading the 
asset gain or loss, only the investment return is smoothed, producing a less \olalilc result, 
leading to overall contributions which .ire easier lo budget and at the same time remain 
appropriate to properly fund the system.
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Future contribution requirements may Jitte r from  those determined in the valuation 
because o f:

( 1 ) differences between actual experience and anticipated experience based on the 
assumptions:

(2 )  changes in actuarial assumptions o r methods;

(3 )  changes in statutory p rovisions: o r

(4 )  differences between the contribution rates determined by the valuation and
those adopted by the Board .

The undersigned arc members o f  the American Academy o f  Actuaries and are fu lly  
qualified to provide actuarial serv ices to the Slate o f  A laska.

\\'c believe that this report con fo rm s with the requirements o f  the A laska statutes, and
where applicable, other federal and accounting laws, regulations and rules, as wel l  as 
generally accepted actuarial principles and practices.

S incerely.

Managing D irector

n iM iw ivmno.t

Peter L. G od frey . FI A 
Principal
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Highlights

This report has been prepared by W illiam  M. Mercer. Incorporated to:

( 1) present the results of a valuation of the Alaska Teachers' Retirement System as of 
June 3D. 1994:

(2) review experience under the plan for the year ended June 30. 1994;

(31 determine the ap ate contribution rate for each empioycr in the System:

(4) preside reporting and disclosure information for financial statements, governmental 
agencies, and other interested parties.

The report is divided into three sections Section I contains the results of the valuation. It 
includes the experience of the plan during the 1994 Fiscal Year, the current annual costs, and 
reporting and disclosure information.

Section 2 describes the basis of the \aluation It summarizes the plan provisions, provides 
information relating to the plan participants, and describes the funding methods and actuarial 
assumptions used in determining liabilities and costs.

Section 3 contains additional exhibits showing historical information on system experience, 
unfunded liabilities, and the \alue of accumulated benelits.

The principle results are as follows:
1993 1994

Funding Status as of June 30:
(a) Valuation Assets* S 2.261.082 S 2.472.957
(b) Accrued Liability*

i) Non-Medical Benelits 2.016.852 2.281.178
ii) Total Benefits

(including medical) 2.429.456 2.761.409

K) Funding Ratio, (a) / (b)
i) Non-Medical Benefits 112.1% 108.4%

i i )  lotal Benefits (including medical) 93.1% 89 6 %

* In thousand*

r "  V  */«*»«*» i"co*nflM trti
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Employer Contribution Rates
for Fiscal Year:

(a ) Normal Cost Rate

(b ) Past Service Rate

(c ) Total Contribution Rate

<d) Actuarial Projection Rate

19% 1997

9.06% 9.70%

3.42% 5.26%

12.48% 14.96%

12.00% 12.00%
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A n a l y s i s  o f  I h c  V a l u a t i o n

As shown in ihc Highlights section o l the report, the funding ratio as o f  June 30. I'W4 has 
decreased from 93 1% to 89 6**. a decrease d ; 5% The total cmploscr contribution rate has 
increased from 12 48’ <* o f  pasroll for FY*>6 to 14 96%  for I Y97 . an increase o f  2 48%  o f  payroll 
Ihc reasons for the change in the funded status and contribution rate are explained below

( I )  Re t i ree  Medical  I n s u ra n c e

Ihe follossing table summarizes the monthls premium per benefit recipient since retiree 
medical benefits h u e  been prosiJcJ under Pi Rb and TRS

Monthls Premium Annual Average Annual
Fiscal
J U iL

1077

Per Retiree 
For Health Cos cf ace

Percentage
Increase

Increase 
Since 1978

S 34 75 •• ••
l ‘»78 5 7 * 4 66% ••
|*)70 69 10 20% 20* •
1*480 64 70 • 6% 6%
l*)SI 96 34 4 9 % 19%
l*>82 %  34 0% 14%
| ‘>83 115 61 20% 15%
1*454 156 07 35% 18%
1*485 191 85 23% 19**
1*48* 168 25 • 12% 14%
1*48* 165 00 • 2** 12%
1*488 140 25 •15% 9%
1*489 211 22 51% 13%
1990 252 83 :o % 13%
{991 243 98 .  4% 12%
1*492 24 s 98 0% 11%
199} 226 90 . 7% 10%
J9U4 309 72 37% 11%
1*495 336 05 9% 11%
1996 350 50 4% 11%

\s s o j can sec from the aK>sc tab'c the monthls retiree medical premium increased 
during the scar, to 5336 05 Ihc premium lot the |9 9 6  fiscal sear ha* increased to 
53<0 50. an increase o f V » Smce h i ’ , annual premium rate change* have ranged fr*>m 
51% up to 15% down. Kit the average annual increase has Men al*>ut 9%

;



Hiis >car. in an attempt to better predict the long-term incrca.sc in medical premiums, the 
Board adopted a health cost trend assumption which varies by scar, declining to an 
ultimate rate equal to inflation plus 1.5% . or 5 5** for FY 99  and later. I f  Ihc long-term 
assumption remains reasonable, short-term gains and loiscs from the annually -determined 
medical premium rate ssill offset each other over time

I o help asoid the volatility in the funding and solvency o f  the System from bringing large 
health-related gams and losses into the Svstem every sear, ssc hasc been using the health 
cost trend assumption to determine actuarial liabilities for retiree medical benefits Due 
to the change in the health cost trend assumption this sear, ssc made an adjustment back 
to the actual medical premium as the basis for going forward Ihc difference between the 
assumed rate and the actual rate ssill be tr ickcd annualls and reduced i f  the gap becomes 
too wide Also, adjustments ssill be made again, i f  necessary , lo the assumed medical 
premium rate every four to fisc years when a formal cvpericnce analysis is performed

The effect o f  the .adjustment back to actual premium this sear svas a small loss to the 
SsMcm sshich increased the employer contribution rate by 25**

(2) Inv e s tm e n t  P e r f o r m a n c e

Ihe \vsct Valuation Method has been changed this year In the past, the system used an 
asset valuation method sshich multiplied ihe fisc-ycar average o f  the ratio o f  actuarial 
(generally market! to book value by the current book value to determine valuation awcts 
this number had to fa ll within the range o f  book axsd actuarial value

One purpose o f us ng asset valuation methods is to smooth investment returns By using 
ihc fu ll actuarial and book values in the valuation method, additional components o l the 
change in the value o f asvctv including contributions benefit payments, and expenses arc 
includcJ in the smoothing technique M ikc  investment return is a direct result o l actual 
money flows instead o f  artificially sm**othcd flows, this method ssill distort the investment 
return for the year

The new awct valuation method only -months the dillcrcncc between expected investment 
return and actual return dunng a given scar Use method spreads the results over fisc 
scars by rccogni/mg 20** o f  the investment gam or loss in each o f  the current and 
preceding four years By sprcaJmg the awct gam or loss, only the investment return is 
-.moothed. producing a lew volatile remit, cadmg to overall contributions which arc easier 
to buJ^ct and at the same time remain appfopfuic to properly lund the system Ihc new 
methodology it more widely used and awcptcd than the pnor method m both the public 
and private vectors because it directly addresses ihe»>bjcctivc o f smoothing onls investment 
returns and it is allowable under I K Is  \

In order to establish an appropnaic basis lor going forward, we measured Ihe I 
investment low  using the market value ot 4»»ets at func JO. 109 ) This resulted tn an

<
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increase in the Valuation Assets at June 30. 1994 o f  S48.909.000 and a reduction in the 
employer contribution rate o f  0 .8 9 V

lo  protect the s.stem from the unlikely cscnt that saluation assets differ markedly from 
market value, a limitation that valuation assets must fall between 80%  and 120% o f  market 
value is included with this asset valuation method The new method w ill be phased in 
over the next Jive sears.

Ihc approximate rate o f  return in FY ‘>4 based on market value o f  system assets was 
2 .4 1% . Ihe new asset valuation method produced a rate o f  return based on valuation 
assets o f  7 <>3%. compared to the 9.00%  investment return assumption This produced a 
loss o f  approximately $30 ,309 ,000 to the System from investment performance, which 
decreased the funding ratio bv I 1% and raiseJ the employer contribution rate bv 0  55% 
o f  total payroll

( J )  Salary Increases

In recent years salary increases have been less than anticipated in the valuation 
assumptions This was again true last year Salary experience resulted in an actuarial gain 
which generated a rcJuction in the total employer contribution rate equal to 20%  o f  total 
pay ro ll.

(4 ) F.mploycc Data

Section 2 2 provides statistics on active and inactive participants The number o f  active 
participants increased 0  3%  from 9.459 at June 30. 1993 lo  9 .489 at June 30. 1**94 This 
wav less than the expected population increase scenario reviewed last year, and produced 
a loss to the System from fewer tie r 2 actives entering the System than expected. The 
average age o f  active participants increased from 43 06  to 45 32 and average credited 
service increased from 10 92 to 11 06 years

The number o f  retirees and beneficiaries increased 6 2** from 3.891 to 4.134. and their 
avctagc age increased from 62 47 to 62 73 There was a 13.0% increase in the number 
o f  vested terminated participants from 823 to 930 Iheir average age increased from 4^ 51 
to 48 10.

Ihe overall ctfcct o f  these participant data changes was an actuarial loss to the System 
resulting in an increase in the contribution rate equal to 4T% o f  total payroll

($ ) K conom k \ssum ptlon Changes

Based on a study o f  the inflation component o f  economic assumptions presented to the 
Hoard in tk tohc r |9 9 4 . the total inflation assumption was changed from 5%  to 4 ' .  
annually This m curn affected the economic assumptions, including investment re tu rn

r»
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salary scale, and health cost trend I he following table shows the prior and new economic 
assumptions:

P rio r
Assumption

New Assumption 
6/30/94

Intlation 5.0% 4 .0%
Investment Return 9 .0% 8.0%
Salary Scale:

Intlation 5.0% 4.0%
Productivity 0 .5% 0 .5%
Merit (first 5 years) 1.0% 1.0%

Health Cost Trend:
FY95 9 5% 9 .5%
FY96 8.5% 8.5%
FY97 7.5% 7.5%
FY98 7 5% 6 .5%
FY99 & later 7.5% 5 5%

Ihe overall effect o f  the assumption changes was to decrease the funding ratio by 5 
and raise the employer contribution rate bv 2.30%  o f total payroll.

(6 ) Actuarial P ro jections

At the Fall I9 9 | Board Meetings, the TRS Board approved the use o f  an enhanced 
actuarial projection system in the valuation report this year The same actuarial cost 
method is used, but the enhanced system projects population growih patterns and their 
associated liabilities 25 years into the future By also projecting plan assets, this report in 
effect produces an actuarial valuation for each o f  the next 25 years Section I 6. Vctuan.il 
Projections, contains the results o f  this analysis

Ih is type o f  information can be especially useful to twodicrcd systems, such as IK S  A ll 
o f  the projected new entrants w ill be covered under the cost savings provisions o f  the 
second tier, so that the ultimate effect o f  the second tier on plan liabilities can \ <  

anticipated As you can sec in Section I 6. based on the actuarial assumptions anJ c« \ \  

method, future contribution rates are expected to decline. anJ then level out in 15 to 20
scar*•

Provided the Board adopts a long-term strategy consistent with the nature o f the System, 
ound actuarial principles would support leveling out this contribution pattern to anticipate 

the second tier provisions coming into clfcvt In this way. a more stable contribution 
pattern coulJ be aJoptcd to help the employers belter budget retirement expenv-w Ihis 
enhanced projection technique would be used annually ♦«' that a continuous tracking o f  the

; \ . a ' * ' V  V « r t * »  l» \ : o*po»3t*d



contribution rate to the requirements could be made Appropriate adjustments to the rate 
would still be proposed annually, but they should be much smaller than those seen in the 
past.

We recommend that the empioycr contribution rate adopted tor FY97 remain 12.00°* 
under this approach

Ihis rate includes a degree o f  conservatism for the following reasons:

(a ) Actuarial valuations arc based on several assumptions, and the projection technique
adds more. Actual s>stcm experience will \ar> from that assumed, so a degree o f
margin is appropriate when adopting a longer term rate

(b> Sound actuarial principles also suggest that retirement systems should fund
employees’ benefits while they arc working By leveling out the two-tier
phenomenon, intcrgcnerational inequities could occur Since current contribution 
requirements arc higher, the level rate is set higher than it theoretically needs to be. 
to allocate proportionately more o f  the cost to current generations and thus reduce 
the inequities.

W » "» M  Vr'ce* incorporated
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Summary

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

Last scar's total employer contribution r a t e .............................................................. 12.48%

Change due to

Retiree medical insurance ............................................................................ 0 25%

Investment perform ance...................................................................   0 .55%

Salary in c reases ......................................    (0 ,20% )

Demographic exp e rien ce ......................................................................................... 0 .47%

Economic Assumption C h a n g e s ..........................................................................  2 .30%

Asset Valuation Method Change . ...............................................  (0 .8 ‘>%)

Total cmplover contribution rate this ycar ........................................................... 1 4 % %

Effect o f  enhanced Actuarial Projection svstem .   • (2 .% % )

Proposed employer contribution rate .......................................................  I2 .004 »

i'xo*r'ooi«*d
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S e c t i o n  1

Ih is section sets fonh the results o f  the actuarial valuation

Section I l(a» shows the distribution o f  the assets as o f  June 30. 1994

Section I Mb) shows the transactions o f  the plan's fund during FY94

Section 1.1(c) develops the expected valuation assets and investment return as o f  June 30. 1994 

Section I Md) develops the actual valuation assets as o f  June 30. 1994

Section I 2  shows the actuarial present values as o f  June 30. 1994

Section I 3 calculates the total contnbut on rate for FY97.

Section I 4 calculates the actuarial gain or loss for I Y94

Section 1 5 provides disclosure information required bv G A S B Statement No. 5

Section I • contains the financial projections

V a l u a t i o n  R e s u l t s
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1.1(a) S t a t e m e n t  of N e t  Assets as of J u n e  30, 1994 (in thousands)

Cash and Cash Equivalents

I'nitcd States Government Bonds

Other I  nitcd States Government Securities

BookA'aMic Actuarial Value

S 449 S 449

Corporate Bonds

Commercial Paper

Other Dollar Dominated Securities

I nitcd States Common Stocks

International SttK’ks

(■merging Markets Stocks

Real I state Equities

Mortgages (net o f  reserves)

Net Accrued Receivables

lotal Assets

450.631

22.392

428.871

69.640

83.824

859.198

188.873

20.700

93.501

3.733

27.250

487.181

22.856

436.999

69.617

79.909

923.925

2 0 9 . 1 4 8

21.255

69.397

3.733

S 2.249.062 S 2.351.719

.V a - r y  V  Inco'DOOt**!



1.1(b) C h a n g e s  in N e t  Assets D u r i n g  Fiscal Y e a r  1994 (in thousands)

( I ) Net Assets. June 30, 1093, (market value)

(2 ) Additions:
(a ) Employee Contributions S 47.904
(b ) Employer Contributions 60.490
(c ) Contributions for Retirement 

Incentive Program -
Empioycc Contributions 0
Empioycr Contributions 0

<d) Interest and Dividend Income 118.155

tc i Realized G a ia (L oss ) 64.314
( 0  Unrealized Gam (Loss)

on Investments (119 .208)
tg ) Other t 30)

(3 )  Deductions:
<a) Medical Benefits S 15.725
(b ) Retirement Benefits 100.767
(c ) Refunds o f  Contnbutions 2.258
(d ) Administrative Expenses __

(4 ) Net Assets, June 30. 1994. (market value)

Approximate Market Value Investment Return 
Rate During the Year. Net o f  Administrative Expenses

V  V m c w  iivcofpofatisl

S 2.306.503

171.625

5 2.551.719

2 4 1 * .



1.1(c) D e v e l o p m e n t  of E x p e c t e d  Valuation Assets

as of J u n e  30, 1994 (in thousands)

(1 ) June 30. 1903 Market Value. (Item ( I )  from 1 lib n

(2 ) Total Contributions for FY94.
(Item (2a ) * .'2b) -  (2c ) from 1.1(b))

(3 )  Total Benefit Payments for FY94 . 
(Item (3a ) ♦ (3b ) *  (3c ) from 1.1(b))

(4) Expected ln\cstment Return. Net ol Expenses, 
for the period 7 I 03 through 6 30 04 
( ( I t  * .5 x |t2> • c3>)> x 9.0%

(5 ) Actual Investment Return. Net o f I xpcnscs. 
for the period 7.1 03 through 6 30 04 
(Item (2d ) -  (2c ) * ( 2 0  -  (2g> • <3dl 
from  I 1(b))

l6 t  Total Investment Gain'(l.oss) (5 ) * (4 )

(7 )  Expected Valuation Assets.
( I ) - (2 )  • (3 ) * (4 )

S 2.306.503 

108.304 

118.750

207.110

55.572

(151 .547 )

2 .503.266

• V V  V.0  c I n c o r p o r a t e d



1.1(d) D e v e l o p m e n t  of Valuation Assets as of J u n e  30, 1994

(in thousands)

a  B  c

Gaitv(Loss) 
Total Gain.(Loss) Recognized this

Investment Recognized in Fiscal Year 
C ianuLo??) Prior Fiscal Years . -lA.:.5l...

( I )  Fiscal Year ending June 30. 1994 5 (1 51 .5 4 7 ) S O S  (30 .309 )

(2 )  Total Gaitv(Loss) Recognized
this Fiscal Year (30 .309 )

(3 )  Expected Valuation Assets.
June 30. 1994. (Item (7 ) from 1.1 (c )) S 2 .503 .266

(4 ) Valuation Assets at June 30. 1994.
(2 ) -  (3 ). but not outside a corridor 
o f  80%  to 120° o o f  the market value o f
assets S 2.472.957*

Approximate Valuation Assets Investment Return Rate
During the Year. Net o f  Administrative Expenses 7.68%

* Reflects a change in the asset valuation method Sec Item (2 ) in the Analysis o f  the 
Valuation on page 5 for a fu ll description o f the change

.V sm V  Vercnr. Ineo'pnr.ned
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1.2 Actuarial Present V a l u e s  as of J u n e  30, 1994 (in thousands)

Active Members

Normal
Cost

Accrued
Liabilities

Retirement Benefits S 60.092 S 1.009.893

Termination Benefits 3.119 36.098

Disability Benefits 1.432 35.071

Death Benefits 1.366 22.866

Return o f  Contributions 3.485 18.636

Medical Benefits 18.448 252.239

Indebtedness _Q (32.9001

Subtotal S 87.942 S 1.341.903

Inactive Member?

Not Vested S 0 S 12.870

Vested Terminations • Retirement Benefits 0 118.392
• Medical Benefits 0 47.884

Retirees &  Beneficiaries » Retirement Benefits 0 1.060,252
• Medical Benefits 9 180.108

Subtotal s o S 1.419.506

Totals S 87.942 S 2.761.409



1.3 D e v e l o p m e n t  of Total E m p l o y e r  Contribution R a t e  - F Y 9 7

(in thousands)

Netnwl 0^1 Rate
( h  Total Normal Cost S 87.942

(2 ) Total Salaries 476 .098

(3 ) Normal Cost Rale, ( I )  / (2 ) 18.47%

( 4 1 Average Member Contribution Rate 8 .77%

(5 ) Empioycr Normal Cost Rate. (3 ) - (4 ) 9 .70%

Past Sen ice. Rate

( I t  Accrued Liability S 2 .761.409

( I t  Valuation Assets 2.472.957

(3> Total Unfunded Liability. ( I )  • (2 ) 288.452

<4> Amortization Factor (25 year) 11 >28758

(5 l  Past Service Cost. (3 ) / (4 ) 25 .020

(6> Total Salaries 476 .098

(7 )  Past Service Rate, (5 ) / (6 ) 5 .26%

Total I mplover Contribution Rate

If*



1.4 D e v e l o p m e n t  of Actuarial Gain/(Loss) for F Y 9 4  (in thousands)

(1 ) L'nl'undcd Liability. June 30. I9Q3 S 168.374

(2 ) Normal Cost for FY94 82.107

(3 ) Interest on ( I ) and (2 ) at 9%  22.543

(4 ) Employee Contributions for FY94 47.904

(5 ) Empioycr Contributions for FY94 60.490

(6 ) Interest on (4 )  and (5 ) at 9°»
for one-half year J -8 8

(7 ) Increase (Decrease) due to
assumption changes 103.791

(8 ) Increase (Decrease) due to
asset valuation method change (48 .909 )

(9 ) Expected Unfunded Liability. June 30. 1994.
( I )  * (2 )  -  (3 )  • (4 )  - (5 ) • (6 ) *  (7 ) * (8 ) 214.634

(1 0 ) Aciual Unfunded Liability. June 30. 1994 2 88 ,4 5 .

( I I )  \ctuarial Gain (Loss) for the Year.
( 9 ) .  (1 0 ) *

17



1.5 Disclosure for  G.A.S.B.  S t a t e m e n t  No. 5

Stale o f A laska - T .R .S .
Disclosure fo r G .A .S .B . Statement 5 ('000  Omitted) 

Totals F o r A ll Employers 
. . . . . . . . . . . . . . . .  pf0jCCtej  Henctit Obligation • • • • • • • • • • • • • •

Valuation
Dale

Current 
Retirees A 
Terminated

i
l

l

• • • •  Cunenl E m ployees...........................
• • • •  Empioycr Financed • • • •  
Vested Son-Veiled T >tal

June 30. 198" S 578.468 S 210.493 S 353.326 S 68.622 S 1210.909

Junc 30. I 'm 6S8.0O0 225-21 "7 381.726 49.826 1.347.859

June 30. 1989 '79 .296 253.436 456.431 88.480 1.557.643

June 30. IOOO 940.475 269.491 587.835 9*229 1.895.030

June 30. i w 1.056.455 293.136 <98.527 127.289 2.075.405

June 30. |9 » ; 1.110.981 341204 655.821 123.740 2231."46

June 30. 1993 1.223.220 3*0.66" 146.208 89.361 2.429.456

June 30. 1994 1.419.506 398 ‘>911 8*0.300 72.604 2.’ 6) 409

Valuation
Date

Net \ tK l i
Available Unfunded 1 
For Benefits f’B<>

\w «ts as 
Percent 
o f PBO

..............................Maries w j u c  /ssvciv
Net Assets Assets as 
Available Infunded  Percent 
For Benefits P‘JO  of PBO

June 30. 19**? S 1.225.000 S (14.100) 101% S 1.303.464 S 192.555) 108*.

June 30. OSS I J J  1.905 15.934 99*, 1.356.57$ (8.716) 101%

June 30. I 'm 1.410.389 77.254 95% 1.545.877 11.766 90%

June 30. I W 1.662242 232.718 t t% 1.*06.346 181 614 90*.

June 30. |9 9 | l.7*9.3?0 295.126 1(1% 1.824.663 250.742 81%

June 30. 1902 2 0 0 I . J 6 4 220 812 'X I* , 2 .0 )1 .9 J I 199 808 0 1%

June 30. 1003 2.261.012 I 6 I J M 93% 2.306.503 122.95) 05%

June 30. 1004 2.4*2.957 218 452 90% 2)51.710 409 690 85%
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 â
 art ^

 art â
 a

A
 
a
O
 a

A
 

 ̂
J
 

 ̂
S 

-S 
J

 
9

s
llfliiifllis

s
fs

s
iiIs

s
ls

a
l

3 s ; a s 3 s a j s s’ s’ s’ s’ c a 3 3’ 7 s’ s’ s’ a s s’ 3
w

 
w

 
w

 
w

 
w

 
—

 
—

 
—

 
—

 
—

 
—

 
«
N. *

*
 
A
. 

»
* 

n
*
 rs. 

X
*
 A

. 
„
 

 ̂
r
*

W
W
W
W
W
W
W
W
V
W
S
«
W
W
W
>
«
V
W
W
W
W
W

SSslsSISSIsSSsSIISSsSSiSaS
s a S s s’ 2 a s £ 5 2' R 3 3 s * 2 e a s s’ 3 c s' s s’ 
2^2?22raj!2^£i5g»2;<^c«3r;s2£

<Nt 
O

 ^
 
O

O
N

^
J

h
.
^

^
O

A
K

^
O

^
W

*
%

>
t

C
i
#

a
*

s
2

*
a

a
a

a
a

«
%

a
a

a
a

a
a

a
a

a
a

a
a

a
a

a
a

a
a

8
!5 

^ 
i
O

i
^

N
O

*
a

/
-
A

>
 < — O C •*-

O
C

O
«

-
a

*
a

>
f
V

%
A

a
a

A
A

4
s
n

l̂
«

»
v

K
.
«

)
>

l
W

t
f
»

^
3

*
,k 

»
v

o
5

-
«

w
-

S
 

i
‘ 

-
 

f
K

O
N

y
'

^
o

•
•

*
a

a
a

»
a

a
a

a
.

»
a

.
.

»
«

t
«

a
a

a
a

a
a

 
N
A
^
^
»
s
C
>
-
.
%
s
#
C
«
5
Q
N
*
"
C
 -
 

«
>
^
c
n
,
s

V
 
-#

*
#

-#
 
y

 
-#

 
 ̂
«

 
«
3 

>
 
>

 
O

 
O

C
 ̂

 -C O
 
!>

 
-#
 O
 

>
 
O

 <0 
-** 

✓
» 

■# 
^

A
«

p
A

s
g

>
K

f
\

a
O

*
^

s’ s’s' 3 i i s’ 2 =’ e s's' a s’ s’ a’ s’ s’ s’ s’ s’ s s’ s' s' 2
Iiiiii§ii§iis§gs§g§§£ss££s
a

a
a

a
a

a
a

a
a

a
 

a
a

a
a

a
a

a
a

«
a

a
a

a
a

a
#

>
 
>

 
«

 
«

 
«
3

iSE
SsSsiasaesassseSssasaa 

515 i = a 3 it 1S 2 312 2 312 S s s' 1
2 2 ?' S

•
 

•
 

a
 

a
 

•
«
■
 
A

 A
 •

•
 V

>

SSiaSSSgSSC
SC

rS^
ScH

^
SaSS 

s a 5 a i i i z a* 3 5 
3 3 5 a 2 & « 5 s' 4 4 5 2 s

.* -9-9 «# -.4 4 ^ ^ ^ wV ^ ^ ^

2ss5 5!;!;55csg*:scs5sj:tf«*;5t:ss 
s’ s 2 i i £ i i z, i i g g 2 2 i i i s 5 s si s ? s s'

in
^
 r* ** pn *s

f
 2

s
S
a

s
i
t
*

o*« S 2 0
^
 0 •• 

^
4 •+«* ■

4-4-4^V'^'^>4'V'V'4,'0
0

0

£ 5 S 5 5 51 3 i g ? £ £ c § ~ I 5 5 ̂ 2 e s 5 5 i
r< 

^ > 0*^0®KN**KqV C 
O •• o N A p â* o O* X
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S e c t i o n  2

In this section. the basis o f  the valuation is presented and desenbed. I his information--thc 
provisions o f  the plan and the census o f  participants--!! the foundation o f  the valuation, since 
these arc the present facts upon which hcnctis pavrncnts will depend

A summon o l plan provisions is provided in Section 2.1 and participant census information is 
shown in Section 2.2

The valuation is based upon the premise that the plan will continue in existence, so that future 
events must also be considered These future cscnts arc assumed to occur in accordance with the 
actuarial assumptions and concern such events as the earnings o f  the lund. the number o f 
participants who w ill retire, die. terminate their services, their ages at such termination and their 
expected hencfils.

The actuarial assumptions and the actuarial cost method, or funding method, which have been 
adopted to guide the sponsor in funding the plan in a reasonable and acceptable manner, arc 
described in Section 2 .1

B a s i s  o f  th e  V a l u a t i o n



2.1 S u m m a r y  of  the Alaska  T e a c h e r s ’ R e t i r e m en t  S y s t e m

(1 ) Effective Date

July I . 1955. with amendments through June 30. 1994 Chapter 97 . 1990 ScsMon Laws 
o f Alaska, created a two-tier retirement system Members who were first hired under the 
TRS before July I .  1990. arc eligible for Jiffcrcnt benefits than members hired alter June 
30. 1990

(2 ) Adm inistration o f P lan

The Commissioner o f Administration is responsible for administering »hc system The 
Teachers’ Retirement Board prescribes policies and regulations and perforins other 
activities necessary lo  carry out the provisions o f the system The Alaska State Pension 
Inscstmcnt Board. Department o f Revenue. Treasury Division is responsible for investing 
TRS funds The Attorney General represents the svstcm in legal proceedings

(3) Membership

Membership in the Alaska TRS is mandatory for the following employees

• certificated full time and part-time elementary and secondary teachers, vcrtificaicd 
school nurses, and certificated employees in positions requiring teaching certificates.

• the Commissioner o f the Alaska Department o f Education and certificated 
supervisors employed by the Dejsartment of Education in permanent positions 
requiring teaching certificates.

• University o f Alaska full-time and part time teachers, and full tunc administrative
employees in positions requiring academic standing if approved by the TRS
administrator.

• certain full-time or part time teachers of Alaska Native language or culture who have 
elected to be covered under the TRS.

• members on approved ubtv»(k.al leave under AS 14 20 310. and

• certain Stale legislators who have elected to be covered under the TRS

Employees participating m the University of Alaska's Opt ional  Ret irement  Plan or other
reti rement plans funded by the State are not coveted by the TRS

16



Employee? who work half-time in the TRS anti Public Employees* Retirement System 
(PERS) simultaneously arc eligible for half-time TRS and PERS credit

(4 ) Credited Service

TRS members receive a year o f membership credit if they work a minimum o f 172 days 
during the school year (Ju ly 1 through June 30 o f the following year) Fractional credit 
is determined based on the number o f days worked Members receive one-half 
membership credit for each day o f  pan-time service Credit is granted fo r all Alaskan 
public school service

Members may claim other types o f  service, including:

• Outside teaching serv ice in out-of-state schools or Alaska private schools (not more 
than ten yean may be claimed).

•  M ilitary service <not more than live years o f military service or ten years o f 
combined outside and military service may be claimed).

•  Alaska Bureau o f Indian A ffairs (B IA ) service.

• Retroactive Alaskan service that was not creditable at the time it occurred, but later 
became creditable because o f legislative change.

• I'nuscd sick leave credit after mcmhc s retire, and

• laravc of absence without pay

Except fo r rctnvactivc Alaska service that occurred before July I . 1955. and unused sick 
leave, contributions arc required for all claimed service

Members receiving TRS disability benefits continue to earn TRS credit while disabled

(5 ) Employer Contributions

TRS employers contribute the am-Hints requited, tn addition to rmployccs contributions, 
to fund the benefits f the system

(6 ) Member Contributions

Mandatory ContribaioM Members arc rrquircd to contribute 8 65*5 o f their have 
salaries Members' contributions jic dcdvxtcd from grosi salaries before federal income 
uses are withheld

37
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Contributions for Claimed Serv ice: Member contributions arc also required for most o f 
the claimed service described in (4 ) above.

l'T Supplemental Contributions Members who joined the system before July 1. 1982. 
and elected to participate in the supplemental contributions provision, arc required to 
contribute an additional 1% o f their salaries Under the supplemental provision, an 
eligible spouse or dependent child w ill receive a survivor’ s allowance or spouse’ s pension 
if the member dies (see (10 ) below )

Interest Members’ contributions cam 4 5 ^  interest, compounded annually on June 30.

Refund o f Contributions: Terminated members may receive refunds o f their member
contribution accounts, which includes their mandatory contributions, indebtedness 
pasmcnts. and interest earned Terminated members' accounts may be attached to satisfy 
claims under Alaska Statute 09 .38 065 . federal income tax levies, and valid qualified 
domestic relations orders.

Reinstatement o f Contributions Refunded accounts and the corresponding TRS service 
may be reinstated upon reemployment in the TRS Accounts attached to satisfy claims 
under Alaska Statute 09 38 065 or a federal tax levy may be reinstated at any time 
Interest accrues on refunds until paid in fu ll or members retire

Retirement Benefits

Eligibility

tai Members, including defcncd scsted members, arc eligible for normal retirement 
at age 60* . o r early retirement at age 55. if they hasc at least.

( i )  eight scars o f  paid-up membership service.

(n ) 15 >can o f paid-up creditable service, the last five vcars which are
membership service, and they were first hired under the TRS bctorc 
July 1. 1975;

( mi) five >cars o f paid-up membership service and three scars o f paid-up 
Alaska Bureau o f Indian A f  airs service.

(iv ) 12 scars o f combined part-time and fu lltim e paid-up membership service, 
or

•
(v ) two )cars of paid up membership service if they are vcvtcd in the Public 

F.mplovecs' Retirement System (PERS )

Members participating before July 1. 1990. arc eligible for normal retirement at age 55 or 
earl> retirement at age 50



( i) 25 >ears o f  paid-up creditable service, the last five years which arc
membership service.

( in  20 years o f paid-up membership service.

(m i 20 years o f  combined paid-up membership and Alaska Bureau o f Indian
\ffa irs service, the last five years which arc membership service; or

( i s ) 20 years o f combined paid-up part-time and full-time membership service

Benefit Tvpc Lifetime benefits arc paid to members Eligible members may receive 
normal, unreduced benefits when they ( I ) reach normal retirement age and complete the 
service required, or (2 ) satisfy the minimum service requirements to retire at any age 
under (h i above Members may receive early, actuarially reduced bcnclits when they 
reach early retirement age and complete the service required

Members may also select joint and survivor options I ’ndcr those options and early 
retirement, benefits arc actuarially adjusted so that members receive the actuarial 
equivalents o f their normal benefit amounts

Benefit Calculation Retirement benefits arc calculated by multiplying the average base 
salary (A BS ) times the total TRS service times the percentage multiplier Ihc ABS ts 
determined by averaging the salaries earned during the three highest school years 
Members must earn at least 115 days o f  credit in a school year to include it in the ABS 
calculation Phc TRS pays a minimum benefit o f 525 00 per month for each year o f 
service when the walculated benefit ts less

The percentage multipliers arc 2 ‘T for the first 20 years and 2 5^  for all remaining 
service Service before July I . I9*X). is calculated j i 2*t

Indebtedness Members wfso terminate and refund their TRS contributions are not 
eligible to retire, unless they return to TRS employment and pay hack their refunds, plus 
interest, or accrue additional service which qualifies them for retirement TRS refunds 
must be paid in full if live corresponding service is to count toward the minimum service 
requirements for retirement Refunded TRS service is included in total service for the 
purpose o f  calculating retirement bcnclits However, when refunds arc not completely 
paid before retirement, benefits arc actuarially relumed for life

(8 ) Reemployment o f Retired Members

Retirement benefits arc suspended while retired members arc rccmplovcd under Ihc IR S  
During reemployment, members earn additional IR S  serstcc and contributions arc 
withheld from their wages

«h) Members may retire at any age when they have

*.•>



Members retired under the Retirement Incentive Programs (R IPs) who return to 
employment under the TRS . Public Employees' Retirement System (P E R S ). or the 
University o f Alaska’ s Optional Retirement Plan w ill:

la i forfeit the three years o f  incentive credits (hat they received;

ib ' owe the TRS 110*7 o f  the benefits that they received under ihc R IP . which may 
include costs for ncalth insurance, excluding amounts that they paid to participate; 
and

(c ) be charged 7 ft interest from the date that they arc rccmploycd until their 
indebtedness is paid in lu ll or they retire again. I f  the indebtedness is not 
completely paid, future bcnclits w ill be actuanally reduced for life

(9 ) Disability Benefits

Monthly disability benefits arc paid to permanently disabled members until they die. 
recover o r become eligible fo r normal retirement To be eligible, members must have 
at least five years o f paid-up membership service

Disability benefits arc equal to 5 0^  o f the member’ s base salary at the time o f  disability 
The benefit ts increased by 10*7 o f the base salary for each minor child, up to a 
maximum o f 40*? Members continue to earn TRS >crvice until eligible fo r normal 
retirement

Members arc appointed to normal retirement on the first o f the month alter they become 
eligible

(10 ) IX*ath Benefits

Monthly death benefits may be paid to a spouse or dependent children upon the death o l 
a member I f  monthly benefits arc not payable under the supplemental contributions 
provision or occupational and nonoccupational death provisions, (lie designated 
beneficiary receives (he lump sum benefit described below

Occupational Death- When an active member dies from occupational causes, a monthly 
survivor’ s pension may be paid to the sp>*use. unless bcnclits arc payable under the 
supplemental contributions pros iston (below» The pension equals 40*7 o f  live member's 
ban. salary on the date o f dejth or disability, if earlier i f  there is no spouse, the 
pension may be paid to the member's dependent children On the member’ s normal 
retirement dale, the benefit cons cm  to a normal retirement benefit The normal benctit 
is based on ihc member’ s average base salary as existed on the date o f death and sers ice. 
including service accumulated from the date o f  the member's death to the normal 
retirement date
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Nonoccunatrnal Death When a vested member dies from nonoccupational causes, the 
surviving spouse may elect to receive a monthly 50% joint and survivor benefit or j  
lump sum benefit, unless benefits arc payable under the supplemental contributions 
provision (below). The monthly benefit is calculated on the member's average base 
salary and TRS service accrued at the time o f death

I.umn Sum Benefit Upon the death o f an active member who has less than one scar o f 
service o r an inactive member who is not vested, the designated beneficiary receives the 
member's contribution account, which includes mandatory contributions, indebtedness 
payments. and interest earned. Any supplemental contributions will also be refunded 
I f  ihc member has more than one year ot IR S  service, the beneficiary also receives
S I .000 and $100 for each year o f TRS service, up to a maximum o f $3 ,000 An 
additional $500 may be payable if the member is survived by dependent children

Supplemental Contributions Provision Members arc eligible fo r supplemental coverage 
if they joined the TRS before July I . 1982. elected to participate ?n the supplemental 
provision, and made the required contributions A survivor’ s allowance o r spouse's 
pension (below ) may be payable if the member made supplemental contributions for at 
least one year jnd  dies while in membership service o r while disabled under the TRS 
In addition, the allowance and pension may be payable if the member dies while retired 
or in deterred vested status i f  supplemental contributions were made for at least live 
years.

(at Survivor's A llowance: I f  the member is survived by dependent children, the
surviving spouse and dependent children arc entitled to a survivor's allowance 
The allowance fo r the spouse is equal to 35% o f the member's base salary at the 
time o f death or disability, plus 10% for each dependent child up to a maximum 
o f 40%  The allowance terminates and a spouse's pension becomes payable when 
there is no longer an eligible Jcpcndcnt child

(h i Spouvc s Pension. The spouse's pension is equal to 50% o f the retirement benefit 
that tlsc deceased member was receiving or would have received if retired at the 
time o f death. The spouse's pension begins on the first o f the month alter the 
member s death or tcrm tuncn o f the survivor's allowance

Death Attcr Retirement If a joint and sur.ivor option was selected at retirement, the 
eligible spouse receives continuing, lifetime monthly benefits alter the member dies A 
survivor's allowance o r spouse's pension may N: payable if the member participated in 
tbc supplemental contributions provision It a joint and survivor option wav not selected 
and benefits are not payable under the supplemental contributions provision, the 
designated hcncficurv receives the member's contribution account, less any bcnclits 
already paid

■ t! ' . I

41



( I I )  Post Retirement Pension Adjustments

Post retirement pension adjustments (PRPAs) are granted annually to eligible benefit 
recipients vs hen the consumer price index (C P I) increases during the preceding calendar 
year PRPAs are calculated by multiplying the recipient's base benefit, including pH  
PRPAs. times:

(a ) 75*c o f the CPI increase in the preceding calendar year or 9 ^ .  whichever is less,
if the recipient is at least age 65 or on TRS disability; or

(b i 5 0£  o f the CPI increase in the preceding calendar year or 6 % .  whichever is less, 
if the recipient is at least age 60 . or under age 60 if the recipient has been receiving 
benefits for at least eight years

Ad hoc PRPAs. up to a maximum o f 4 ^ .  may be granted to eligible recipients who were 
first hired before July I .  1990. i f  the CPI increases and the financial condition o f the 
tund w ill permit an increase

(12 ) A laska Cost o f Living A llowance

Eligible benefit recipients who reside in Alaska receive an Alaska cost o f living
allowance tCOLA ) equal to 10^  o f  their base benefits The following benefit recipients
arc eligible

la ) members who were first hired under the TRS before July I . 1990. and their 
survivors;

(b» members who were first hired under the TRS after June 30. ’ 990. and their
survivors if they arc at least age 65. anJ

(C) all disabled members.



2.2(a) Participant C e n s u s  I n f o rmation as of J u n e  3 0

Aclive M cm brn

( I )  Number

(2i Average Age

|3 l  Average Credncd
Service

(4) Average Annual
Salarv

I ooo

1.58b 
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10 62
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4.SOO

I op
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(3> Average Monthlv Benefit

Bate 

C O L A  

I 'R P A  

A«l|uumcnt 

final
V r i l e d  Tee m m a t i o m

i l l  Number

l2 l Average Age

151 Average Mmihlv Benefit

No« Veiled lerm m aU oat VV ilh Account Balance*

( I )  Number g **

<2l Average Account Balance I  IO N *

A*?!)*.

3.1X4 

62 45

1.401

in») 
262 
N A 

1153

116 

ih  *4 

I 2<4

8.00? 
42 28

1048

S 47.4 '3  

5.060 

5 7 0 * ,

3.544 

61 64

1.587 

105 

238 

N A 

1.0)0

64)

45 $7 

I«7

1222

9.238

42.74

1075

S 48.51? 

5.422 

58 ”*•

3.602 

61 97

1.(01 
102 
297 

S  A 

2.000

710 

46 22 

1.017

9.4J0 

43 06

10 92

S 48.604 

5.604 

59 2*.

3.891 

62 4-

1331

1. 59*

0*
210

0
l.9?6

123 

4 - 51 

IJ?6

004

1001 1.0)7 1.013

S 102*0 5 10.411 S 11201

9.480 

43 32

II 06

S 50.1*4 

<562 

58 6*.

4.1 *4 

62*3

1 >4? 

102 
: i )

o
2 02)

<1/0 
41 lu 

i :•»!

• •/*#>
• • V(-

45
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2.2(b) Dist r ibu t ion o f  Active Pa r t i c ip a n t s

Annual Laming* B> Age ••*••**•.......
Number Total Average

Age of Annual Annual
O tpup* People Etfnuuu Earning*

0-19 0 s o S 0
20*24 58 1.902.801 32.807
25*29 595 21 587.118 36.281
30*34 949 38.811.28 1 40.89T

3509 1.449 65.718. U0 45.354
40-44 2.275 114.745.716 50.438
45*49 2.244 121.633.824 54.204

50*54 1.292 74.379.656 57.569

55*59 446 26.412.790 59.222
60-64 144 8.6*8.964 60.2*1
65*69 29 1.789.167 61.695
:o*"4 6 320.721 53.454
*5-'Q m 117.534 58*67

SO* O 0 0

Total 9 i89 5 4'6.09 *.749 S 50. r 4

Annual Earning* By Credited Service..........
Year* Number Total Average

of of Annual Annual
People Earning* Famine

0 158 S 5.320.369 S 36.838
1 621 22.729.436 36.601
y 598 22.907.414 38.307
3 601 24.311.023 41.283
4 656 27.982.454 42 656
0* 4 2.634 104.250.701 39.5*9

5* 9 2.101 100.552.552 47.859
10*14 2.286 124^53.958 54.354
15*19 1.554 90 *09.104 58 371
20*24 679 41.243.684 60*42
25*29 207 13.041.323 63.002
30*34 24 1.799.383 "4,9'4

35*39 4 24’ .044 M.*6I
40* 0 0 9

Total 9.489 S 4*6 1)97."49 S <0T4

 ̂car* of Credited Service B* \ge

U s 0*4 <■0 If i iH 15*19
Year* of Service 

20-24 J<• 29 30*34 35*39 40* Total

0* |9 0 0 0 0 0 0 0 0 0 0

20*24 51 0 0 0 0 0 ) 0 0 58

25*29 538 57 0 0 0 0 0 0 0 595

30*34 <33 341 75 0 0 0 C 0 0 949

33*39 47J 461 440 73 0 0 0 0 0 1.449
40*44 468 522 712 498 75 0 0 0 0 2.275

45*49 328 402 590 577 302 45 0 0 0 ’  M4

50*54 154 202 321 289 220 101 5 0 0 1.292

55*59 56 74 104 91 51 46 14 3 0 446

60*64 23 35 34 I I IS 12 4 0 0 144

65-69 0 4 9 6 5 3 1 1 0 29

70*74 0 2 1 1 0 0 0 0 6

7J-79 1 1 0 0 0 0 0 0 0 -

80* ____2 ___ 2 _ 2 — 2 0 _ 2 J1 St s 1*

foul 2 634 2.101 2 216 1 554 679 207 24 4 0 9 489

I *

V  •  . r; • ,,(l



2.2(c) S c h e d u l e  of Active M e m b e r  Valuation D a t a

Valuation
Date Number

Annual 
P ay ro ll (000 ’ s)

Annual 
Average Pay

Percent 
Increase 

In Average Pay
June 30. 1994 9 .489 S 476 .098 S 50.174 3 .2%

June 30. 1993 9 .459 459 .746 48 .604 .2%

June 30. 1992 9 .238 448 .186 48.515 2 .2%

June 30. 1991 8.903 422 .655 47 .473 4 .6%

June 30. 1990 8.586 389.702 45 .388 1 8%

June 30. 1989 8.527 380.267 44 .596 . . 4 *

June 30. 1988 8 .218 361 .310 43 .966 -1 .7%

June 30. 1987 7.797 348.606 44 .710 .6%

[ June 30. 1986 8.824 392 .136 44 .440 7 .8%

j June 30. 1985 8.684 358 .110 41 .238 4 6 %  j

W  J i m  V  I n c O ' P O ' J l t t K )



2.2(d)  Stat is t ics  on New Ret irees  Dur ing  the Y e a r  E n d i n g  J u n e  30

Sen ice
( | > Number

(2> Average Age
At Retirement

(3> Average Month!)
Benefit

Disability

( 1) Number

(2) Average Age
At Retirement

(3f Average Monthly
Benefit

Sunivinu Spouvcv
( I f  Number

(2f Average Age
At Retirement

t3 i Average Monthly
Benefit

Total

11 > Number

(2 l Average Age
Vt Retirement

(*>) Average Monthl)
Benefit

IQ'V)

11 » )  

52 44 

S 2.0?"

K

In 48 

S 2.185

I

6 i ‘16 

s r 203

2 0 8  

<2 2? 

S 2'»<0

|QQ|

507 

51 56 

S 2.13?

8

45 46 

S 2.448

4

4? 40 

S 435

519 

51 42 

S 2.124

I0Q2

no

53 04 

S 1.926

8

43 SI

S 3.230

v

49 46 

S 620

120 

52 37 

S 1.991

I99J

158 

52 62 

S 2.086

4

48 69 

S 2.431

3

49 37 

S 930

165 

52 47 

S 2.07)

a'y V  V«*»C*r tncorptvratnd



2.2(e) S c h e d u l e  of A v e r a g e  Benefit P a y m e n t s  -

N e w  Retirees

Period 7/1/93 - 6/30/94 : 
Average Monthly Benefit* 
Number o f  Active Rclirants

Period 7/1/92 - 6/30/93 : 
Average Monthly Benefit* 
Number o f  Active Retir.mts

Period 7/1/91 - 6/30/92 
Average Monthly Benefit 
Number o l Active Rclirants

Period 7/1/90 6/30/91: 
Average Monthly Benefit 
Number o l Active Rclirants

Period 7/1/89 ■ 6/30/90. 
Average Monthly Benefit 
Number o f Active Rctiranls

Period 7/1/88 • 6/30/89: 
Average Monthly Benefit 
Number o f  Active Rclirants

Years o f  Credited Service 
0 - 4  5 *  9 10 - 14 15 - 19 20 - 24 25 - 29 30 +

$  1,161 S 576 S 1.151 $ 1.605 $ 2 .354 $ 3 .176 $ 3.685
7 I I  35 24 107 72 24

S 408 $ 1.002 $ 1.015 $ 1.561 $ 2 ,258 $ 3 .090  $ 3.043
7 17 23 9  62 37 10

$ 819 $ 1.205 $ 1.9 4 1 $ 2 .256 $ 2 .290  $ 3 ,159 S 3.930
4 27 25 17 38 8 I

S 949 S 1.093 S 1.689 $ 2 .085 $ 2 .540  %  2.944 $ 4 .173
14 53 95 155 160 37 5

$ 1.161 S 1.215 S 1.551 $ 2 .295 $ 2 .394 $ 3.852 $ 3.733
6 36 33 70 55 6 2

$ 1.174 $ 1.327 $ 1.491 $ 2 .249 $ 2 .312 $ 2.817 S
3 33 33 61 68 3

0
0

* "Average Monthly Benefit" included post'retirement pension adjustments and cost of-living increases.



2.2(f) Statistics o n  All Retirees as of J u n e  3 0

I wo 1991 i go: 1323 1 2 2 1

Service Rcliremenli

( 1) Number. FiscjI Year Start
(2) Net Change During I Y
(3) Number. Fiscal Year End
(4) Average Age At Retirement
(5) Average Age Now
(6) Average Monthly Benefit

2.870 
78 

2.048 
54 80 
62 84 
1.879

2.948 
374 

3.322 
54 14 
61 82 
1.950

3.322 
30 

3.352 
53 83 
62.15 
2.013

3.352 
284 

3.636 
53 75 
62 60 
1.998

3.636 
195 

3.831 
53 85 
63 00 
2.052

Surviving Spouse's Benefit*

( I t  Number, Fiscal Year Start
(2) Net Change During FY
(3> Number. Fiscal Year End
(4t A venge Age At Retirement
(5> Average Age Now
(6) Average Minthlv Benefit

103 
5 

108 
55 76 
f)7 79 

794

108
17

125
54 44
65 95 
1.093

125 
25 

150 
54 04 
6 5 9 0  
1.339

150
II

161
53 9| 
66 72 
1.187

161
*9

2n) 
51 51 
r>4 25
t :•*»

Survivor'* Benefit* (other than spouses)

HI
12)
l3>
(■*>
15)
I6»

Number. Fiscal Year Stan 
Net Change During FY 
Number. Fiscal Year End 
Average Age At Retirement 
Average Age Now 
Average Monthly Benefit

31 
0 

31 
35 42 
44 7} 
1.661

31
(30)

I
23 81
41 68 

544

I
1

50 47 
S90I 
3.013

<2)
0

0
i)
4

S*
42 S’
2

Disabilities

(1)
(2)
(3)
(4)
(5)
(6)

Number. Fiscal Year Stan 
Net Change During FY93 
Number. Fitcal Year End 
Average Ag* At Retirement 
Average Age Now 
Vverage Moothlv Benefit

94 97 96 98
3 <l> 2 (4)

97 96 98 94
44 18 44 15 43 30 42 85
50 14 50 33 49 97 49 9"
2.304 S 2.358 S 2.552 2.484

44
0

94
i:«ii 
•••:« 
• v »

Total Number o f Retirees 3.184 3.544 3.602 3.J9I 1 34

W ' jfs* '.1 W e * 1 locevpoMtKl



S t a t e  o f  A l a s k a  -  T R S  R e t i r e e s  |

Normal 
Retirem ent!

D isability

40

Av«rOQ« Uo^tt^

11 ooo U  I I 1------1------1------1------1------1------1------1------1------ 1------ L
< t f * V W k

Normal 
Retirem ent!

Disability

U.000

12^00

12.000

$1^00

i.000

4 .000

i.000

2.000

t.

,s * \ { p  4 ?  S *  W*' 4 0  it *



2.2(g) Di s t r ibu t ion  of  Annua l  Benefi ts  for  Benefi t  Recipient s

—  Annual Benefit B> Age
N'umbcf Total Average

Age of Annual Annual

Group* Pw b Is 1?c t k I!1 Benefit

0-19 3 S 17.181 S 5.727

: o- :j 1* 9.768 4.884

25-29 0 0 0

30-34 1 29.792 14.896

35-39 J 54.989 18.330
40-44 29 797.787 27.510

45-19 251 6.385.175 25.439

50-54 711 18.434.004 25.927

55-59 842 2l.Oo8.894 25.022
60-M 746 18.509.658 24.812

65 69 592 14.3 70.305 24274

70-74 431 10.031.189 23274

75-*0 263 5.628.691 21.402

so- ;?9 5.252.4-9 20 280

toui 4.134 s 100.519.912 s 24.332

. . .  Annual Benefit l)> Yean Since Retirement —
Yean Number Total Average
Since of Annual Annual

Retirement P?0Plf D«i«Gi fiiETfll

0 280 S 7.946.175 S 28.379

1 168 4.1-8.806 24.874

m 125 2.850.576 22.805

3 529 13280.528 25.105
4 m mm 5.398.655 24.318

0- 4 1.324 33.654.740 25.419
5-9 1.334 35.480.724 26.597
10-14 689 15.381.354 22.324

15-19 554 11.554.758 20.857

20-24 177 3.542.792 IS 886
25-29 44 879.148 19.981
30-34 I I 273.420 24 856
35-39 0 0 0
40- _____ I 22.9-6 :  2-9*6

Total 4.134 S 100.589.912 S 24.332

Y e an  Since Retirement B ) Vge

• •••»«««#«»♦«1|I|I[T_, , . _ ---- Yean Since Retirement . . . . . . . . . . . . . .

A tt 5-9 H M i 15-19 20-24 ; t . ;9 30-34 2*^9 40- T>>ta!

0-19 1 0 ym 0 0 0 0 0 0 }

20-24 0 0 5 0 0 0 0 0 0

25-29
30-34

0
Jm

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
0

0
*•

35-39 1 1 0 0 1 0 0 0 0 3

40-44 23 5 0 1 0 0 0 0 0 29

45-49 195 44 7 4 1 0 0 0 0 251« 1 a
50-54 451 224 20 8 1 0 0 0 0 7| 1

55-59 317 371 76 6 • 0 0 0 0 842

60-64 169 364 174 35 3 1 0 0 0 746

65-69 70 203 199 111 6 1 0 0 592

70-74 15 99 130 177 10 0 0 0 0 431

7J.79 2 20 6) 145 31 0 0 0 263

SO- ___ I ____ 1 _ ia -42 122 J 2 14 .4 1
M9

Total 1.324 1J34 619 554 177 44 I I 0 1 4.134

M lnco*t>o*aici)

51



Amount o f Number  I^D£_efJiclirsiD<aiL_  OCliL'Q Sgto ltaLf .

2.2(h) S c h e d u l e  of Retired M e m b e r s  b y  T y p e  of Retirant

a n d  O p t i o n  Selected - J u n e  30, 1994

Monthly o f
Ikncfu Reim s* X 2 .

S 1 - S 300 52 36 16
301 * 600 178 139 39
601 - 9<X) 244 204 40
901 - 1200 314 284 26

1201 - 1500 382 360 n  •» *»
1501 * 1800 511 492 13
ISO! - 2100 633 605 15
2101 M 00 560 540 7
2401 2700 432 404 7
2701 • 3000 285 265 5
over 30<X) 543 _ t^
totals 4 .134 3.831 209

liOLAlLBsiUETKfU

1 • Normal retirement
2 Survivor p. ymcnt
3 Disability inurement

Option I • Wh k  I-ifc Annuity 
Option 2 75 » Joint anJ Contingent Annuity 
Option 3 • 50%  Joint and Survivor Annuity 
Option -I • 66%  % Joint and Survivor Annuity

JL a c t a Qe l J 9|ML3 <JPLJ

0 39 8 5 0
0 137 28 8 5
0 189 36 11 8
4 244 46 19 5
0 333 27 18 4
6 434 43 31 3

13 529 68 30 6
13 479 48 26 7
21 364 49 16 3
15 238 32 I I 4
D 492 _54 19 J<
94 3.448 439 I'M 53

• J



2.2(i) S c h e d u l e  of Retiranls a n d  Beneficiaries A d d e d  to a n d  R e m o v e d  f r o m  Rolls

Year
Ended

Added lo  Ro lls Removed from  Rolls Ro lls - End o f  Y ear Percent
Increase in 

Annual 
Allowances

Average
Annual

AllowanceNo.* Annual
Allowances*

No. • Annual
Allowances*

No. Annual
Allowances

June 30. 1994 280 S 8,923,551 37 S  616 .360 4.134 S 100,589,912 9.00% S 24.332

June 30. 1993 344 8 .557 .344 55 1,044,709 3.891 92.282.721 6.74% 23.717

June 30 . 1992 120 5 .799 .044 62 1.436,106 3.<>02 86 .452 .653 5 31% 24.001

Juiy 30. 1991 519 14.827 .829 159 3.535,365 3,544 82 .089 .715 15.95% 23.163

June K). l ‘ M̂> 208 0 . IK 1.779 122 2.<*48.864 3,184 70.797.251 5 25% 22.235

June 30. 1989 201 5.730.311 75 1.593.075 3 .098 67 .264 ,336 6  55% 21.712

June 30. 1988 639 16.668.442 43 856 .302 2.972 63 .127 .1 (8 ) 33 42% 21.241

June .30, 1987 301 8 .922 .546 23 425 .546 2 .376 47 .314 .960 21 89% 19.914

June 30. 1986 189 3 .685 .188 113 2 .079 .652 2.098 38 .817 .960 4 31% 18.502

June 30. 1985 289 9 .844 .034 31 489.552 2.022 37.212,424 33 58% 18.404

• Number* an: csiinuicd. and include odtcr in lcrm l transfer*



2.3 Ac tuar ia l  Basis

The demographic assumptions used in this valuation were adopted at the Fall 1991 TRS Board 
Meeting. Economic assumptions were adopted as a result o f a presentation to the Board in 
October 1994 The funding method used in this valuation was adopted June 30. 1985. The five- 
year smoothing method used to determine valuation assets was changed effective June 30. 1994

V a lu a t io n  o f  L ia b i li t ie s

A. Actuaria l Method - Projected Unit Credit (no change). Liabilities and contributions shown 
in the report arc computed using the Projected Unit Credit method o f  funding. The 
unfunded accrued liability is amortized over a rolling 25 years. Any funded surpluses are 
amortized over five years.

The objective under this method is to fund each participant's benefits under the plan as they 
accrue Thus, each participant's total pension projected to retirement with salary scale is 
broken down into units, each associated with ay .ar o f  past or future serv ice. The principle 
underlying the method is that each unit is funded in the year for which it is credited. 
Typically, when the method is introduced there w ill be an initial liability for benefits 
credited for service prior to that date, and to the extent that this liability is not covered by 
Assets o f the Plan there is an Unfunded Liability to be funded over a chosen period in 
accordance with an amortization schedule

\n  Accrue J Liability is calculated at the valuation dale as the present value o f  benefits 
credited with respect to service to that date

The 1 nfundcd Liability at the valuation date is the excess o f  the Accrued Liability over the 
Assets o f  the Plan The level annual payment to be made over a stipulated number o f  years 
to amortize the Unfunded Liability is the Past Scn-icc Cos!

Ihc \ i  rmal Cost is the present value o f  those benefits which arc expected to be credited 
with respect to service during 'he year beginning on the valuation date.

Under this method, differences between the actual experience and tha: assumed in the 
determination o f  costs and liabilities w ill emerge as adjustments in the Unfunded Liability, 
subject to amortization.

I). A c tu a r i a l  A s su m p t io n s  •

1 Investment Return 8%  per year, compounded annually, net o f  expenses

2 Salary Scale Inflation • 4 0%  per year
Productivity • 0  5% per year
Merit tfirst 5 years o f  employment) ♦ I 0%  per year

Wi'Vjm V  Incofpo'Jtcd
54



3. Total Inflation Total inflation as measured by the Consumer Price 
Index for urban and clerical workers for Anchorage 
is assumed to increase 4%  annually.

Health Cost Trend TY95 - 9 .5%
F Y %  - 8 .5%
FY97 - 7.5%
FY98 - 6 .5%
FY99 and later - 5.5%

5. Mortality

6. Turnover

7. Di ability

8 Retirement Age

9. Spouse's Age

1984 Unisex Pension Mortality Table, set forward 
one vcar for male members and set backward four 
years for female members. A ll deaths arc assumed 
to result from nonoccupational causes.

Based upon the 1986*90 actual total turnover 
experience. (See Table 1).

Incidence rates based upon the I ‘ >86*90 actual 
experience, in accordance with Table 2  

Post-disability mortality in accordance with rates 
published by the Pension Benefit Guaranty 
Corporation to reflect mortality o f  those receiving 
disability benefits under Social Secarity

Retirement rates based upon the 1986*90 actual 
experience in accordance with Table 3

Wives .ire assumed to be four years younger than 
husbands.

10. Dependent Children

11 Contribution Refunds

Benefits to dependent children have been valued 
assuming members who arc not single have one 
dependent child

100%  o f those terminating after age 35 who arc 
vested will leave their contributions in the fund and 
thereby retain their deferred vested benefit A ll 
others who terminate arc assumed to have their 
contributions refunded

nn V  ViMCOf In co 'PO ’ J tcd



12. C.O.L.A. O f those benefit recipients who arc eligible for the 
C .O .L .A .. 66%  are assumed to remain in Alaska and 
receive the C.O.L.A.

13. New Entrants Growth projections arc made for the active IR S  
population under three scenarios:

Pessimistic: 0%  per vcar
Median: 1% per year
Optimistic: 2%  per year

14. Sick Leave 4.7 days o f  unused sick leave for each year o f 
service will be available to be credited once the 
member is retired

15. Expenses Expenses are covered in the investment return 
assumption.

V u lu u t io n  o f  A sse ts

Effective June 30. 1994. the asset valuation method recognizes 20%  o f  the investment gain or 
loss in each o f  the current and preceding four years. A ll assets arc valued at market value. 
Assets are accounted for on an accrued basis and arc taken directly from audited financial 
statements provided by KPMG Peat Marwick. Valuation assets cannot be outside a range o f  80%  
to 120%  o f  the market value o f  assets

V a lu a t io n  o f  M e d ic a l B en e fits

Medical benefits for retirees arc provided by the pavmcnt o f premiums trom the fund A prc-65 
cost and lower post-65 cost (due to Medicare) arc assumed such that the total rate for all retirees 
equals the present premium rale assumption. These medical premiums arc then increased with 
the health inflation assumption. The actuarial cost method used for funding retirement bcnclits 
is also used to fund health benefits.

For FY9f>. the prc-65 monthly premium is $458 17 and the post-65 premium is S I74 54. based 
on an assumed total blended premium o f  $350.50 For FY96. the actual blended premium ts 
$350 50 The FY 96  blended premium was provided bv the Slate ot Alaska Division o l 
Retirement and Benefits

VV V  V«tfc«r incorporated



T a b ic  1

A la s k a  T R S  

T o ta l T u r n o v e r  A s s u m p t io n s

Select Rates o f  Turnover 1 I'imatc Rates o f Turnover
During the First 10 Y'cars A f cr the First 10 Years

o f  Kmnlovmcnt o f  Employment
Year o f

Employment Bate AiSS Bills

I .26 20 .39 .03
2 .24 4 0 -  .02
3 .16
4 .12
5 .11
6 .10
7 .09
8 .09
9 .09

10 .09

5 "



Tab ic  2
A la s k a  T R S  

D is a b ility  R a te s  
A n n u a l R a te s  P e r  1 ,0 0 0  E m p lo y e e s

\\ \< W rc * ' lncorrx>Mt«*<j

Avtc P.Jtc

20 14
21 14
i*> 14
23 .15
24 .15
25 15

26 .15
27 15
28 16
29 16
30 16

31 17
32 17
33 2<

34 34
35 44

36 53
37 64
38 .75
39 87
40 99

41 1 12
42 1 25
43 1 39
44 1 53
45 1 68

46 1 84
47 200
48 2 17
49 2 34
50 2 52

51 2 70
52 2 89
53 3 08
54 3 29
55 3 49

56 3 70
57 3 9 :

55 4 14
59 4 37
60 4 61

61 4 54

62 <09

6) <34

64 <60



A la s k a  T R S  
R e t irem e n t R a te s

Tab le  3

r at 
emcnt

Retirement 
Rate—

50 .10
51 .07
52 .07
53 .07
54 .07

55 .16
56 .16
57 .16
58 .16
59 .13

60 .13
61 .13
62 .13
63 .13
64 .10

65 .47
66 .82
67 1.00

For ages less than 50, teachers arc assumed to retire tvvo years after the earliest age they are 
eligible to retire.

>9
V incorporated



Other Historical Information

3.1 shows the analysis o f  financial experience.

3.2 shows the summary o f accrued and unfunded accrued liabilities.

3.3 shows the solvency test.

3.4 shows the statement o f  actuarial present value o f  accumulated plan benefits.

S e c t i o n  3
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3.1 Analysis  o f  F i n a n c i a l  E x p e r i en c e

i Change in Contribu tion  Kate |
Due to Gains and Losses in Accrued Liabilities ;

! During the Last Five Fiscal Years Resulting F rom  |[ 
| D ifferences Between Assumed Experience and Actual Experience

Type o f 
Gain o r  Ixmk

Change in Contribution Kate During Fiscal Year
94 • 93 92 91 90

( ! ) Health Experience 0,25% 0% 0% •3.01% •2.28%
(2 ) Salary Experience -0 .20% -.45% -.34% -.20% -4 9 %
(3 ) Investment Experience 0 .55% 1.66% 0% .70% 1 tM%

I (41 Demographic Experience 0 .47% 1 23% -.59% .96% 1 10%
< 5) Miscellaneous 0% 0% 0% 0% 44%
(0 ) Gam (or la iss) During Year From Experience. 

( l ) - t - ( 2 )+ (3 )+ (4 )  + (5 ) 1 07% - .88% - 93% -1 .55% -2.27%
Non recurring Changes
(7 ) Contribution Rate Smoothing Method 0% 0% ov; 1.21% 3 96%

(«) Projection Valuation Method 0% 0% •1 36% •4.80% 0%
(9 ) Asset Valuation Method -0 .89% 0% -1 .30% 0% 0%

GO) Assumption Changes 2.30% 0% 0% -2.51% 0%

( ID Plan Clianges 0% 0% 0% 0% 6.76%
Composite Gain (o r I joss )  During Year, 
(6 ) + (7 ) f  (8 ) + (9 ) - e ( I0 )  + ( I  I ) 2 .48% - 88% -3 59% -7 65% .53%



3.2 S u m m a r y  of A c c r u e d  a n d  U n f u n d e d  A c c r u e d  Liabilities

Valuation
Date

Aggregate
Accrued
L iab ility

Valuation
Assets

( ’ 0 0 0 ’ s)

Assets as a 
Percent o f  
Accrued 
Liability

Unf'inded 
Accrued 

Liabilities 
(D A L ) COOO’s)

Annual 
Active 

Member 
Pay ro ll (000's)

UA L  as a 
Percent o f  [i 

Annual Active | 
Member Pay ro ll ||

June 30, 1994"*,, $2 ,761 ,409 $ 2 ,472 ,957 89 .6% $288,452 $ 476 ,098 60 .6%  j

June 30, 1993 2 ,429 ,456 2 ,261 ,082 93 .1% 168,374 459 ,746 36 .6%  j

June 30, 1992"' 2 ,231 ,746 2 .001 ,864 89.7% 229,882 448 ,186 51 .3%

June 30, 1991'" 2 ,075 ,405 1,779 ,579 85 .7% 295 ,826 422 ,655 70 .0%

June 30, 1990"' 1 ,895 ,030 1,662,242 87 .7% 232,788 389.702 59 .7%

June 30. 1989" 1,557,643 1,480,389 95.0% 77.254 380,267 20 .3%

June 30 . 1988’ ’’ 1 ,347 ,859 1,331.905 98 .8% 15.954 361 ,310 4 .4%

June 30. 1987 1 .210,909 1 ,225 ,009 101.2% 0 348.606 0%

June 30. 1986 1,115,773 1,040,173 93 .2% 75.600 392 ,136 19.3%

June 30. 1985"*" 1,042,551 833 ,617 80 .0% 208,934 358,110 58 .3%
"* Change in Asset Valuation Method. | 
'*• Change o f Assumptions. \ 

Change in Plan Provisions.
Cliangc in Funding Method.



3.3 Solvency Test

Aggregate Accrued L iab ility  Fo r: Portion of Accrued L iab ilities |
Covered by Assets |

Valuation
Dale ( I )

M aafcar
la p p H B M U

(2)

Inactive
Members

13)
Active Members 

(Employer- 
Financed Valuation

('000’s) COOO’s) Portion) ( ’000’s) Assets ( ’000’ s) (1) (2) (3)

June 30. 1994""* $ 398,990 $1,419,506 $942,913 $ 2,472,957 1(X)% 100% 69.4%

June 30, 1993 370,667 1,223,220 835,569 2,261,082 100% 100% 79.8%

June 30, 1992"* 341,204 1,110,981 779,561 2.001.864 100% 100% 70.5%

June 30. 1991'" 293,136 1,056,453 725.816 1.779,579 100% 100% 59.2%

June 30, 1990"' 269,491 940,475 685,064 1,662,242 100% 100% 66.0%

June 30, 1989'" 253,436 779,296 524,911 1,480,389 100% 100% 85.3%

June 30, 1988"' 228,217 688,090 431,552 1,331,905 100% 100% 96.3%

June 30. 1987 210,493 578,468 421,948 1,225,009 100% 100% 100%

June 30, 1986 214,192* 426,333 475,248* 1,040,173 100% l(X)% 84.1%

June 30, 1985u,‘' 194,215* 419,694 428,6-12* 833,617 ltx % 100%. 51.3%

♦ Estimated
Change in Asset Valuation Method. 
Chang* of Assumptions.
Change in Plan Provisions.
Clunge in Funding Method.



3 . 4  S t a t e m e n t  o f  A c t u a r i a l  P r e s e n t  V a lu e
o f  A c c u m u la t e d  P l a n  B e n e f i t s

Actuarial Present Value of Accumulated Plan Benefits 
at June 30. 1994 (000’s)________________________________

Retired participants and beneficiaries 
of deceased participants S 1,240,360

Terminated participants with deferred benefits 179,146

Active participants - Vested 1.007.778

Active participants - Non-vcstcd 54.175

Total Actuarial Present Value of 
Accumulated Plan Benefits 2.481.459

Notes to the Statement of Accumulated Plan Benefits.

1. The actuarial present value of accumulated plan benefits presented in this statement was 
determined using the following assumptions:

a. Future salary was not considered.

b. Future service was considered only to the extent that it would permit active plan 
participants to become eligible for benefits attributable to service rendered prior to the 

date of determination.

c. Regular valuation assumptions were used as to mortality, withdrawal, retirement ages, 

disability, and investment return.

2. Accumulated employee contributions with interest total S398.99(XOOO).

VV.n-am V  Vnrcer incorporated



3 . 4 S t a t e m e n t  o f  A c t u a r i a l  P r e s e n t  V a l u e
o f  A c c u m u la t e d  P l a n  B e n e f i t s  ( c o n t i n u e d )

3. As with many nf the comparative plan financial relationships otherwise available, an
examination, over periods of time, of he relationship between the value o f  
accumulated plan benefits and the value o] plan assets may give an indication of the 
progress being made toward the funding of plan benefits. However, in the context 
of a “ going concern" environment, a point in lime comparison of these two values 
should not be construed to be indicative o f  the expected ability o f  the plan to pay 
fu ture benefits when due. Furthermore, that comparison is not valid fo r  assessing 
a plan termination situation. Consideration of inflation in the assumed return on 
pian assets while ignoring inflation’s effect on future benefit levels produces a 
significant understatement o f the value o f  accumulated plan benefits when applying 
going concern concepts. The accumulated plan benefit value presented in this 
statement should not be confused with information presented elsewhere regarding 

funding requirements.

4. The change in the Present Value of Accumulated 
Plan Benefits during the prior fiscal year is as follows:

A . Actuarial Prcscn' Value of Accumulated
Plan Benefits at June 30. 1993. (000’ s) S 2.166.158

B. Increase (Decrease) Attributable to:

i. Additional Benefits Accumulated.
including Actuarial Experience 195.984

ii. Increase due to Decrease in
the Discount Period 189.610

iii. Benefits Paid to Participants (118,750)

iv. Materia! System Change 0

v. Change in Assumptions  48*4^?

C  Actuarial Present Value of Accumulated
Plan Benefits at June 30. 1994 (000’s) S 2.481.459

W.ifcam V  Weft w. Incorporated
65




