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SB 141 Bill V ersion C om parison

Changes contained In CS for 
Senate Bill 141(FIN) HCS for Senate Bill 141(STA)

Page, Line (or 
Sec.)

HCS for Senate B ill 141(FIN ) 
Work Draft ’ C*

Page, Line (ot 
Sec.)

House Finance Workgroup

|d c  RETIREMENT ACCOUNT

1 Benefit Formula Increased employer 
contribution by 1% lor a total 
(employee + employer) 
contribution of 12.5%

12.5% annual contribution 
(cmployer+employee contribution) 
to the DC account

NO CHANGE

2 Rollover Rollover accepted from qualified 
programs and you can roll over 
into a qualified program

NO CHANGE

[c o n t r ib u t io n  DETAILS

3 Employee Contribution Rates DB Plan: Changed maximum 
increase to 50 basts points 
per year (.5%).

DB Plan: All changes eliminated. 
Existing employee contribution 
rates remain unchanged.

NO CHANGE

4 Employer Contribution Rates DB Plan: Employer cost is the 
difference between the actuarially 
calculated cost (normal rate + past 
service rate) less the member 
contribution rate, but may not be 
less than 11% for TRS and 10% 
for PERS.

P 7-8, Sec. 9 
and P 72, Sec. 

94

NO CHANGE

5 Base Salary

6 DC Plan: Redl|trtbuted 825% 
employer contribution

♦ 4.50% to DC account
♦ 175% to Medical
♦ 2.00% to HRA 

0 25% Total

DC Plan Increased contribution
lor medical by 2% (3 75% TRS. 
3 5% PERS) New total

«• 4 50° o to DC account 
» 3.75% lo Medical 
♦ 2 00% toHRA 

10 25% Total TRS 
10 00-a Total PERS

P16.L 12 and
P 83. L 22

DC Plan Returns to Medical 
Benefits in CSSB 141(FIN) and 
Increases HRA contribution

+ 4 50% to DC account
♦ 1.75% to Medical
♦ 3.00% to HRA 

9.25% Total
*

P 15. L 17 and
P 83. L 1 and 

P 58, L2

VESTING DETAILS

House Finance Committee A nanrw . A \ ‘3D\o5
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SB 141 Bill Version Com parison

Changes contained In CS for 
Senate B ill 141(FIN) HCS for Senate B ill 141(STA)

Page, Line (or 
Sec.)

HCS for Senate Bill 141(FIN ) 
Work Draft "C*

Page, Line (or 
Sec.)

House Finance Workgroup

13 Health Reimbursement Arrangement (HRA) Clarified HRA can be used 
even if not participating in 
State's medical insurance plan.

A person is eligible to apply for 
reimbursement from the HRA if 
they have met the eligibility 
requirements (AS 14 25.470 or AS 
39.35.870) e/cept the person 
does not have to retire directly 
from the system.

P 59, Ls 28-31 NO CHANGE

14
i

*
Employer contributes 2 ‘ o ot
anou.it average employers
jr.n-l i. imp. r.b.ltOO

Employer contributes 2°« ot annual
averajn empijy. • : / OjO 
comp, r'sjtion

Employer coninbutes 3°o ol annual
a vc .l )• empl.-yor s ;> ' ;■ 
compensat.on

P 58 L 2

15

-

Cn.i"g* t livo-year return 
n-qu"- m-nt Irnm 'same" 
employer to ,i participating
o" i ' . t

Removed live-year return'wmjoiv 
a n j adJc-d accumulated interest 
d jrm g intervening time to re .torcd 
account balance

P 59 Ls 24-27 A'towi a 10 year window I or
terminated non vestej pomon la 
return to service Acc- unt re crd Will 
be restore ) without • t •.» other 
'adiustment

P M  L H t5

RETIREMENT BOARDS

16 Board S tructure Added transition: ASPIB 
continues until 9/30/05; ARMB 
effective 10/1/2005

NO CHANGE

17 Board Members

s

Aaded definition ot recognized Changed trustees to 3 appoint,.-j 
competence' as a pe*son with by Governor ioniy on.-* a nan 
a ilia s i 10 years warning or participaoti ana -J c-iect..-1 2 
nach.ng .n the specite-J t.eids PERS 2 TRSi Elections

conducted by a r m  B i.va 
Rc-mo.-ed requirement i r t j t .# / 
membi 's h jve  recognized 
competence m specified fields 
only required ot Governor 
appointees

P 47 L i t  Ihru 
P 48 L 5 .

r
1

Returns to boarj structure m CSSB 
141 FIN| where all truSt-.-eS ir'O 
a; t'O.nted Returns to a non 
oeneltoancsiand 1 Irom PERS and 1 
rom TRS Adds Ian j j . i  ]■ 
egaroing PERS and TRS m. mbt-rs 
who may be selected trorr ,i i.x* 0t 
lommees put forward by the 
appropnatej bargaining units '

*

P 40 Ls 10-15 

t  ,

Houia Finance Committee 4/29/2005



SB 141 Bill Version C om parison

Changes contained In CS lot 
Senate B ill 141(FIN) HCS for Senate Bill 141(STA)

Page, Line (or 
Sec.)

HCS for Senate B ill 141(FIN) 
Work Draft *C*

Page, Line (or 
Sec.)

House Finance Workgroup

18 Lost PFD eligibility requirement tor 
elected boan members

Appointed trustees must be eligible 
lor an Alaska Permanent Fund
D'vdend

P 45 Ls 28 29

19 Board Terms .
'  1

£ < year terms >• tv. i  
sec jt've  terms One ye .v

L»r«\lh

P 48 Ls 6 9 Four year terms, maximum ot%vo
;jnsecu:ive ternis One year b ’eak 
required

P 46 Ls In 19

20 Board Duties A : : i ; ' ... • t -  n; i • 
n i* t • .• -  :

. , A ~ y  ■■ .
.1-. • . j"  | ' r'N i. 1 ‘ •
■ • S- »l l> •- •',
i *!ii.l*. ■

A jos rcuuircmi nt lor ARI.IB t j
.ynr j . i i i f evaluate d- ■' • r-t ,• • ■ e- 
lor mod'cai insuMni- . i t ; .  '• ' 
Co.- • r 'i.. - ;• -1

P 48 Ls ' '> 32 

1 1

21 There Is a moratorium period 
alter initial implementation ol 
the act for the new board to 
present initial findings and 
recommendations to the 
Legislature.

22 Board Compensation

•

S150 per day nciuding travel 
days

y

y

New: Increases per dem to S400 
per day to m "c r APFC Board

P 50 L G

23 Office of Admlnatratlve Hearings (OAH) NO CHANGE

CHANGES TO EXISTING RETIREMENT PLANS

24 AK Resident COLA Reinstated NO CHANGE

25 Ad hoc PRPAs Oefinod ‘ financial condition of 
the retirement fund’ tor ad hoc 
PRPAs as 110S  ratio of 
assets to liabilities (see Editor's 
notes under Ab 14 25143 &
AS 39 3r> 483)

NO CHANGE

House Finance Committed



SB 141 Bill V ersion C om parison

Changes contained in CS for 
Senate B ill 141(FIN) | HCS for Scnato B ill 141(STA)

Page, Line (or 
Sec.)

HCS tor Senate B ill 141(FIN ) 
Work Draft “C“

Page, Line (or 
Sec.)

House Fiftanoe Workgroup

26 Refunded Prior Members NO CHANGE

2 / University of Alaska Optional Retirement Program Changed AS 14.40.661- 
14 40.799 giving the Board of 
Regents flexibility to design 
both optional and mandatory 
retirement programs for future 
University employees.
Specilios the University's 
retirement programs are not 
subjoct to collective bargaining. 
Also provides a one-time 
op'ion for current employees 
who chose to participate In 
PERS or TRS to transfer into 
tho existing optional retirement 
program.

NO CHANGE

House F manct* Committee dr*Q/?nn*



SB 141 Bill Version C om parison

Changes contained In CS fo 
Senate Bill 141(FIN)

r
HCS for Senate B ill 141(STA)

Page, Line (or 
Sec.)

HCS for Senate B ill 141(FIN ) 
Work Draft "C "

Page, Line (o 
Sec.)

House Finance Workgroup

OTHER BILL COMPONENTS

28 Transfer of Employee to DC Plan Added option lor the transler o 
current nonvested (TRS Tier I 
and PERS Tier III) employees 
lo the DC plan. Unlimited 
enrollment period. Employer 
must mako now contribution 
(cannot take from DB trust) 
and has first option to allow a

NO CHANCE

29 Prescription Drug Changes NO CHANGE

30 Participating Employers Addod an option lor political 
subdivisions and public 
organizations who do not 
currently participate in PERS 
and TRS to join the DC plan in 
the future.

NO CHANGE

31 Added specific employers 
already participating in PERS 
and TRS to allow their future 
employees to participate in the 
DC plan (dolmed benefit plans 
closed on July 1.2005).

NO CHANGE

32 Membership Service Added language identical to 
current statutes that prevents 
members that participate in 
both PERS and TRS Irom 
claiming more than one year ol 
servico (ex., a full-time teacher 
n TRS that works part-time in 
i  PERS position during

NO CHANGE

33 3ennlty for False Statcmcnls AS 14.25.210

•

t
r
i
L

1

Removed the existing language 
hat a person who knowingly 
nakes a false statement ‘ forfeits 
til rights under this chapter*, 
.anguage conforms to PERS AS 
I935O70.

P 13. Sec. 25 NO CHANGE

Muuso Finance Committee 4/20/2005



SB 141 Bill V ersion C om parison

Changes contained In CS for 
Senate B ill 141(FIN) HCS for Senate B ill 141(STA)

Page, Line (or 
Sec.)

HCS for Senate Bill 141(FIN ) 
W ork Draft " C

Page, Line (or 
Sec.)

t
House Financo Workgroup

t

34 Definition of "teacher" AS 14.25.220 (DB plan) and AS 14.25.590 (DC 
plan)

I

Allow DOL instructors to remain in 
TRS i( they wure previously a TRS 
member.

P 14. Sec. 30, 
Ls 16-20

Deleted. The Dept, ol L&WD has 
changed all positions at AVTEC lo 
non-certilicated. Mandating that 
certificated teachers participate in 
TRS even though employed in a non- 
certilicated position opens the door 
to discrimination lawsuits.

35 Legislative Intent Added intent language in Sec 1 
that fl&B implement by regui.il on 
cost-saving measures in the retiree 
health carc system and g iv s  

rumples

P 2. Sec 1 Deleted. Intent language that R&B 
implement by regulation cost-saving 
measures irXhe 'ciuee health care 
system and give examples

36 Reporting Requirement

1 *
reqjires annual report to 
i-gislatum by R&B on 
mpiementation of c o s ts ... ng 
measures

P 1 10 Sec 
0 9

Deleted. The annual report to the 
legislature by R&B on 
implementation of cost saving 
measures

* *

House Finance Committee 4/29/2005 7 o t7



SB 141 Bill Version C om parison
m a l e s '

Senate Bill 141 DC Plan
Changes contained in CS fo r 

Senate Bill 141(FIN)
Page, Line (oi 

Sec.)
Changes contained in HCS for 

Senate B ill 141(STA)
Page, Line (oi 

Sec.)

Changes contained in HCS for 
Senate Bill 141(FIN ) Work Draft

"C"
Page, Line (or 

Sec.)
DC RETIREMENT 
ACCOUNT
Benefit Formula 11.5% per year to DC account + 

investment earnings.
Increased employer contribution 
by 1% for a total (employee + 
employer) contribution of 12.5%

P 1 6 ,L 8 and 
P 82. L 6

Rollover Rollover accepted from qualified 
programs and you can roll over 
into a qualified program

CONTRIBUTION DETAILS

Employee Contribution 
Rates

DC Plan: 8% all members (PERS 
& TRS)
DB Plan: TRS 8.65% or 1/2 of the 
normal cost rate. PERS: 6 75% 
and 7.5% (Polico/Fire) or 1/2 of 
the normal cost rate. Maximum 
increase of 5% per year.

DB Plan: Changed maximum 
increase to 50 basis points per 
year (.5%).

P 7. L 30 and 
P 69, L 13

DB Plan: All changes eliminated. 
Existing employee contribution 
rates remain unchanged.

Employer Contribution 
Rates

DB Plan: 50% of normal cost plus 
past service cost. May not be less 
than total normal cost after 
subtracting the member 
contribution

DB Plan: Employer cost is the 
difference between the actuarially 
calculated cost (normal rate + past 
service rate) less the member 
contribution rate, but may not be 
less than 11% for TRS and 10% 
for PERS.

P 7-8. Sec. 9 
and P 72, Sec. 

94

Base Salary

DC Plan: 8.25% total.

+ 3 50% to DC account 
♦ 3.75% to Medical 
+ 1 00% to HRA

DC Plan: Redistribute 8 25% 
employer contribution:

+ 4.50% to DC account 
+ 1.75% to Medical 
+ 2.00% to HRA

P 16, Ls 8&10 
and P 82, Ls 
6&8; P 58, L 

10

DC Plan: Increased contribution 
for medical by 2% (3.75% TRS, 
3.5% PERS) New total.

+ 4.50% to DC account 
+ 3.75% to Medical 
+ 2 00% to HRA

P16. L 12 and 
P 83, L 22

DC Plan Returns to Medical 
Benefits in CSSB 141(FIN) and 
in c rc a s o s  HRA contribution:

+ 4.50% to DC account 
+ 1.75% to Medical 
+ 3.00% to HRA

P 15, L 17 and 
P 83, L 1; and 

P 58, L2

8 25% Total B 25% Total
10.25% Total TRS 
10.00%  Tota l PE R S

9.25% Total

House Finance Committee April 28. 2005 1 of 7



SB 141 Bill Version Com parison

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
Changes contained in HCS for 

Senate Bill 141(STA)
Page, Line (or 

Sec.)

Changes contained In HCS for 
Senate Bill 141 (FIN ) Work Draft

“ C"
Page, Line (or 

Sec.)

VESTING DETAILS
Vesting Immediate for employee 

contributions. Fully vested in 
employer contributions after 5 
years (1st year 0%, 2nd yr 25%, 
3rd yr 50%, 4th yr 75%, 5th yr 
100%)

MEDICAL PROGRAM
Medical Benefits Must retire directly from system 

with minimum of 10 years of 
service for medical coverage and 
access to HRA.

Removed requirement to "retire 
from system" and added option to 
defer participation to a date 
specified.

P 16, L 3 and 
P 92, L 1

Restored requirement to retire 
directly from system with minimum 
of 10 years of service for medical 
coverage.

P 26, Ls 5-18 
and P 93, Ls 

15-28

Returns to CSSB 141 (FIN): No  
requirement to retire directly from 
the system.

P 25, L10-13 
and P 92, L 25 

29

Access to medical coverage at 
Medicare eligible age (currently 
65) with 10 years of service, or at 
any age after (1) 25 years for 
peace officer/firefighter, or (2) 30 
years for all others.

Access to medical coverage at 
"normal retirement age" (60 
months prior to Medicare eligible 
age) with 10 years of service.

P 26, Ls 23-30, 
and P 93. Ls 

15-28

Access to medical coverage at 
Medicare eligible age (currently 
65) with 10 years of service, or at 
any age after (1) 25 years for 
peace officer/firefighter, or (2) 30 
years for all others.

P 25, L10-13 
and P 92. L 25 

29

Retiree share of medical premium 
at Medicare eligible age based on 
years of service:

+ 10-14 years = 30%
+ 15-19 years = 25%
+ 20-24 years = 20%
+ 25-29 years = 15%

=> 30 years = 10%

Upon reaching normal retirement 
age, employer subsidy of medical 
premium is 30% for 10 years of 
service, incremented by 3% each 
year. Maximum subsidy is 90% for 
30 years or more. The only thing 
that changes at Medicare eligibility 
s the i. bsidy base premium dollar 
amount.

P 27. L 30 thru 
P 28. Ls 1-6 

and P 95. Ls 9- 
16

Retiree share of medical premium 
at Medicare eligible age based on 
years of service

+ 10-14 years = 30%
+ 15-19 years = 25%
+ 20-24 years = 20%
+ 25-29 years = 15%

=> 30 years =10%

P 26. L 21 thru 
P 27. L 4 and 

P 92,

I

Retiree and survivors pay full 
premium until Medicare eligible.

'Early retirees" (meets service but 
not age requirements) and 
survivors pay full premium until 
normal 'otirement age

P 27, Ls 28 29 
and P 95, Ls 7- 

8

House Finance Committee April 28. 2005 2 of 7



SB 141 Bill Version Com parison

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
Changes contained in HCS for 

Senate Bill 141(STA)
Page, Line (or 

Sec.)

Changes contained .n HCS for 
Senate Bill 141 (FIN ) Work Draft

"C"
Page, Line (or 

Sec.)
Added a limitation on dependent 
medical coverage: if a spouse or 
dependent child was not the 
spouse oi dependent child of an 
eligible member when that person 
was an active member, they do 
not qualify for coverage.

P 27, Ls 8-11 
and P 94, Ls 

18-21

Deleted. This situation is already 
handled in CSSB 141 (FIN) which 
provides medical coverage only foi 
the dependent children of the 
eligible member if they are 
dependent on the surviving 
spouse. (Example: the children of 
a surviving spouse from a second 
marriage will not be covered).

Health Reimbursement 
Arrangement (HRA)

Retiree reimbursed for qualified 
medical expenses from HRA.

Clarified HRA can be used even if 
not participating in State's medical 
insurance plan.

P 26, Ls 13-14 A person is eligible to apply for 
reimbursement from the HRA if 
they have met the eligibility 
requirements (AS 14.25.470 oi AS 
39.35.870), except the person 
does n o t  have to retire t  irecily 
from the system.

P 59. Ls 28-31

Employer contributes 1% of 
employer’s average annual group 
compensation

Employer contributes 2% of 
annual average employer's group 
compensation

P 58. L 10 Employer contributes 2% of 
annual average employer's group 
compensation

Employer contributes 3% of 
annual average employer’s group 
compensation

P 58, L 2

Changed five-year return 
requirement from ’ same” employer 
to "a participating” employer.

P 58, L 19 Removed five-year return window 
and added accumulated interest 
during intervening time to restored 
account balance

P 59, Ls 24-27 Allow a 10-year window for 
terminated, non-vested person to 
return to service Account record 
will be restored w ith o u t interest or 
other adjustment.

P 58. L 11-15

RETIREMENT BOARDS
Board Structure Consolidates 3 existing boards 

IPERS, TRS, ASPIB) into 1 board 
Alaska Retirement Management 
Board [ARMB]).

Added transition: ASPIB 
continues until 9/30/05; ARMB 
effective 10/1/2005

P 106, Sec. 
134 and Sec. 

135

House Finance Committee April 28. 2005 3 of 7



SB 141 Bill Version Com parison

Senate B ill 141 DC Plan
Changes contained In CS for 

Senate B ill 141(FIN)
Page, Line (o 

Sec.)
Changes contained in HCS for 

Senate B ill 141 (STA)
Page, Line (oi 

Sec.)

Changes contained In HCS for 
Senate Bill 141 (FIN ) Work Draft

"C "
Pago, Line (or 

Sec.)
Board Members All trustees must have recognized 

competence in one or more fields 
of investment management, 
finance, banking, economics, 
accounting, pension 
administration, or actuarial 
analysis. Includes non­
beneficiaries and representatives 
from school districts and 
municipalities.

Added definition of "recognized 
competence" as a person with at 
least 10 years working or teaching 
in the specified fields.

P51, Ls 6-9 Changed trustees to: 3 appointed 
by Governor (or.ly one a non- 
participant; and 4 elected (2 
PERS, 2 TRS). Elections 
conducted by ARM Board. 
Removed requirement that all 
members have "recognized 
competence" in specified fields; 
only required of Governor 
appointees.

P 47, L 11 thru 
P 4 8 L 5

Returns to board structure in 
CSSB 141 (FIN) where all trustees 
are appointed. Returns to 3 non- 
benefioaries and 1 from PERS 
and 1 from TRS. A d d s  language 
regarding PERS and TRS 
members: "who may be selected 
from a list of nominees put forward 
by the [appropriate] bargaining 
units."

P 46 Ls 10-15

Appointed trustees must be 
eligible for an Alaska Permanent 
Fund Dividend.

Lost PFD elig'hility requirement for 
elected board members.

I Appointed trustees must be 
eligible for an Alaska Permanent 
Fund Dividend.

P 45, Ls 28-29

Board Terms Three year terms, maximum of 
three consecutive terms. Onp 
year break required.

Six year terms, maximum of two 
consecutive terms. One year 
break required.

P 48, Ls 6-S F o u r  year terms, maximum of two 
consecutive term.- One year 
break required.

P 46, Ls 16-19

Board Duties ARMB assumes prior duties of 
ASPIB plus coordinates with 
retirement system administrator on 
annual actuarial valuations, sets 
employer contribution rates, and 
determines interest rates to be 
credited to members’ individual 
accounts (DB plan and HRA)

Added a requirement for the Board 
to require a second actuarial 
opinion on the assumptions used 
in the valuation by the State’s 
primary actuary.

P 107, Sec. 
138

Adds requirement for ARMB to 
annually evaluate t^at employer 
rate for medical insurance is 
adequate to cover projected costs

P 48, Ls 16-22

Added direction to the new Board 
to prepare a report for the 2nd 
session of the 24th Alaska 
Legislature.

P 49, Ls 4-6

Board Compensation S150 per day including travel days New: Increases per diem to S400 
per day to mirror APFC Board

P 50. L 6

House Finance Committee Apiil 28, 2005 4 of 7



SB 141 Bill Version Com parison

Senate B ill 141 DC Plan
Changes contained In CS for 

Senate B ill 141(FIN)
Page, Line (or 

Sec.)
Changes contained in HCS for 

Senate Bill 141(STA)
Page, Line (or 

Sec.)

Changes contained in HCS for 
Senate B ill 141(FIN ) Work Draft

"C "
Page, Line (or 

Sec.)
Office of Adminstrative 
Hearings (OAH)

Appeals of benefits decisions 
made by the retirement system 
administrator transferred to the 
CAH, an independent quasi­
judicial agency.

CHANGES 1 0  EXISTING 
RETIREMENT PLANS
AK Resident COLA Repeals Reinstated

Ad hoc PRPAs Defined "financial condition of the 
retirement fund" for ad hoc PRPAs 
as 110% ratio of assets to 
liabilities (see Editor's notes under 
AS 14.25.143 & AS 39.35.483)

P 11 Sec. 17, 
P 11 Sec. 18, 
and P 77 Sec. 

113

Refunded Prior Members Closes window for reinstating past 
service indebtedness.

University of Alaska 
Optional Retirement 
Program

Changed AS 14.40.661-14 40.799 
giving the Board of Regents 
flexibility to design both optional 
and mandatory retirement 
programs for future University 
employees. Specifies the 
University's retirement programs 
are not subject to collective 
bargaining. Also provides a one­
time option for current employees 
who chose to participate in PERS 
nr TRS to transfer into the existing 
optional retirement program.

P 38, Sec. 35 
thru P 42, Sec. 

51

.
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SB 141 Bill Version C om parison

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (ot 

Sec.)
Changes contained in HCS for 

Senate Bill 141(STA)
Page, Line (or 

Sec.)

Changes contained In HCS for 
Senate Bill 141(FIN ) Work Draft

"C"
Page, Line (or 

Sec.)
OTHER BILL 
COMPONENTS
Transfer of Employee to 
DC Plan

Added option for the transfer of 
current non-vested (TRS Tier II 
and PERS Tier III) employees to 
the DC plan. Unlimited enrollment 
period. Employer must make new 
contribution (cannot lake from DB 
trust) and has first option to allow 
a transfer.

P 30, L 2 and 
P 96. L 1

Prescription Drug 
Changes

None

Participating Employers Added an option for political 
subdivisions and public 
organizations who do not 
currently participate in PERS and 
TRS to join the DC plan in the 
future

P 98. Ls 9-22

Added specific employers already 
participating in PERS and TRS to 
allow their future employees to 
participate in the DC plan (defined 
benefit plans closed on July 1, 
2005).

P 32. L 2C thru 
P 33. L 28 and 
P 93. Ls 2-17

Membership Service

_ .

Added language identical to 
current statutes that prevents 
members that participate in both 
PERS and TRS from claiming 
more than one year of service 
ex., a full-time teacher in TRS 
hat works part-time in a PERS 
position during summer)

P 32, L 10 and 
P 98, L 23

House Finance Committee April 28. 2005 6 of 7



SB 141 Bill Version Com parison

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
Changes contained in HCS for 

Senate Bill 141(STA)
Page, Line (or 

Sec.)

Changes contained In HCS for 
Senate Bill 141(FIN ) Work Draft

MC"
Page, Line (or 

Sec.)
Penalty for False 
Statements 
AS 14.25.210

Removed the existing language 
that a person who knowingly 
makes a false statement "forfeits 
all rights under this chapter". 
Language conforms to PERS AS 
39.35.670.

P 13. Sec. 25

Definition of "teacher" 
AS 14.25.220 (DB plan) 
and AS 14.25.590 (DC 
plan)

Adds AVTEC instructors to the 
definition of "teacher" and 
"member" for participation in TRS 
regardless of whether the position 
requires a certificate if the 
instructor is certified.

P 14. Sec. 30, 
Ls 16-20

Deleted. The Dept, of L&WD has 
changed all positions at AVTEC to 
non-certificated. Mandating that 
certificated teachers participate in 
TRS even though employed in a 
non-certificated position opens the 
door to discrimination lawsuits

Legislative Intent Added intent language in Sec 1 
that R&B implement by regulation 
cost-saving measures in the 
retiree health care system and 
gives examples.

P 2, Sec. 1

Requires annual report to 
legislature by R&B on 
implementation of cost-saving 
measures

P 110, Sec 
139

House Finance Cornmillee April 28. 2005 7 of 7



FISCAL NOTE

STATE OF A LA S K A  Fiscal Note Number: ______________________
2005 LE G IS L A T IV E  SESSION Bill Version: HCS CSSB141 (STA)

() Publish Dale: ______________________

Revision Dale/Time (Note if correction):__________________________ Dept. Affected: ____________ Administration_________
Title An Act relation to TRS and PERS creating a RDU Centralized Administrive Servicer
defir.:J contribution and health reimbursement plans .................Component  Retirement and Benefits
Sponsor Senate Finance Committee_______________________  ___________________________________
Requester Senate Finance Committee_______________________ Component No. 64

Expenditures/Revenues_________________________________ (Thousands of Dollars)______________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 276.5 227.5 163.1 163.1 163.1 163.1
Travel 37.5 17.5 3.5 5.0 5.0 5.0
Contractual 667.0 327.0 352.0 397.0 397.0 397.0
Supplies 18.0 5.0 5.0 5.0 5.0 5.0
Equipment 30.0
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure) (12.5) (41.5) (41.5) (41.5) (41.5) (41.5)

TOTAL OPERATING 1.01C.5 535.5 482.1 528.6 528.6 528.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1G03GF Match
1004 GP 1,029.0 577.0 392.7 285.1 142.5 0.0
1005 GF/Program Receipts
1037 GF/Mental Health
1029 PERS (2.0) (4 1) (4.1) (4.1) (4.1) (4.1)
1034 TRS (10.5) (37.4) (37.4) (37.4) (37.4) (37.4)
Other (Specily Type-Do not abbreviate) 130.9 285.0 427.C 570.1

TOTAL 1.01G.5 535.5 482.1 528.6 528.6 528.6

Estimate o f any current year (FY2005) cost: u 0
Check this box (X) if fund ing  fo r th is b ill is included in the Governor's FY 200G budget proposal: 

POSITIONS
Full-time 2 2 2 2 2 2
Part-time 0 0 0 0 0 0
Temporary 3 2 1 1 1 1

lANALYSIS: (Attach a SLParcitu payo
I This bill will create a new defined contribution retirement plan and a health reimbursement arrangement lor 
new employees ol the PERS and TRS lured jfter the effective date of July 1, 2005. As the new plan 
significantly differs from the current defined benefit plans, the division will be required lo reprogram its 
computer systems, set up and account for two new plans, create new plan publications and forms, train staff, 
employer contacts and new members, create new employed benefit education methods on the web, benefit 
seminars and one on one appointments, awfl to contract for financial planning services lor members of the 
new plan. The fiscal nole assumes fund manager fees, custody, and record keeper's individual account fees 
are separate. It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by 
payments to the Ollice cl Administrative Hearings to conduct disability hearings, previously conducted by the 
boaids.
Prepared by: 
Division

Approved by 
Agency

Melanie Millhorn, O ec to r Phono 465-4408
Retirement find Benefits Dalo/1 imo 4/22/05 3:29 PM

Miku Tibbies. Deputy Commissioner Date .1/22/2005
Department .if Administration
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F IS C A L  N O T E

STATE OF A L A S K A  H IL L  NO. HCSCSSB141 (STA)

2005 L E G IS L A T IV E  SESSION

ANALYSIS CONTINUATION

The estimated administrative costs lo the division by fiscal year are as follows:
FY 2006 FY 2007 FY 2008 FY 09-11

PERSONAL SERVICES:
1 - Non Perm Analyst-Pgmr III - DC-Benefits Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant II - Range 16 52.0 52.0 52.0 52.0
1 - R&B Tech I/ll - ER Rpting / Conlrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech II or Spec I - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1
TRAVEL:

Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0
CONTRACTUAL:

Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0

667.0 327.0 352.0 397.0

SUPPLIES: Office supplies, calculators, desk-top sol ware 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,

telephone, set-up costs 30.0 0.0 0.0 O.C

MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)
Board Member Election 2006/2008 0.0 0.0 0.0 0.0
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -4U.5
Travel Members/Staff -24.0 -24.0 -24.0 -24.0
Honorarium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Hearings-Office of Administrative Hearings 116,0 87.0 87.0 87.0

-12.5 -41.5 -41.5 -41.5

TOTAL 1,016.5 535.5 482.1 523.G

The above funding source is initially listed as General Fund because the exiling tiers of PERS / TRS are Defined 
Benefit plans, and the present DC plans. SBS and DCP are legally separate from the intended plan. It is assumed that 
by FY2008, as more employees are l.ired into the new tiers, that program costs will be funded through an assessment 
on DC accounts, similar to the S9G program currently in place. General funds will be reduced 25% per year from 
FY2008-2011.

The now plan effective date is July I, 2u05. Therefore, slartep costs will start in FY 05. The startup costs are not costs 
of the PERS and TRS Defined benefit plans. Tiers 1, 2, and 3 are logically related; however, tier 4 PLRS and Tier 3 
TRS would not be. The purpose of the bill is to separate the DB and DC side. A legal opinion was sought to determine 
how the funding and accounting needs to occui for the now DC plan



Alaska Retirement System Boards

Board Alaska State Pension Investment 
Board (ASPIB)

Alaska Teachers' Retirement Board Public Employees’ Retirement Board
O I 'A \

Mission Provide prudent and productive 
management and investment of state 
pension funds

Prescribe policies and regulations 
necessary to administer the TRS 
system

Prescribe policies and regulations 
necessary to administer the PERS system

Trustee of retirement system assets; manage 
and invest these assets in a manner that is 
sufficient to meet the liabilities and obligations 
of the system

Statutory
Authority

AS 37.10.210 AS 14.25.035 AS 39.35.030 SB 141 (37.10.210)

State
Department

Revenue Administration Administration Revenue

Board Members 8 Trustees 5 5 9 Trustees
Composition • Commissioner of Revenue

• 3 -  Appointed by Governor from 
public at large

• 2 -  Elected from PERS members 
■ 2 -  Elected from TRS members

• 5 -  Governor appointed from 
public at large

• 3 -  Appointed by Governor from 
public at large

• 2 -  Elected from PERS membership

All Aooointed bv the Governor
• Commissioner of Revenue
• Commissioner of Administration
• 3 Alaska residents who do not participate 

in the retirement systems
• 1 finance officer of a political subdivision
• 1 finance officer of a school district
• 1 PERS member (active or retired)
• 1 TRS member (active or retired)

Special
Requirements

• One appointee must represent a 
system employer other than the 
State of Alaska

• Appointees must have business and 
investment experience

• One appointee must be a resident 
receiving benefits from the system

• One appointee must have been 
employed by other than the State of 
Alaska at some time

• All trustees must have recognized 
competence in one or more fields of 
investment management, finance, 
banking, economics, accounting, pension 
administration, or actuarial analysis

Terms ■ 4 yr staggered terms
■ No term limits

• Appointed -  3 yr overlapping
• No term limits

• Appointed members -  6 yr scattered
• Elected members -  6 yr
• No term limits

• Staggered throe years
• Limited to three consecutive terms
• A year break before serving again

Special
Members

3 to 5 member Investment Advisory 
Council

4 4 Optional Investment Advisory Council

Composition • Appointed by ASPIB for 3 yr 
staggered terms

• Dr. William Jennings (6/30/05)
• Dr. Jerrold Mitchell (6/30/07)
• Tim O'Brien (6/30/06)

• 2 -  Physicians
• 2 -  Physician alternates
• All appointed by the Governor
• PERS & TRS Boards may make 

recommendations to the Governor

• 2 -  Physicians
• 2 -  Physician alternates
• All appointed by the Governor
• PERS & TRS Boards may make 

recommendations to the Governor

3 to 5 member Investment Advisory Council

Special
Requirements

• Shall possess experience & 
expertise in financial investments, 
portfolio management, etc

• Licensed in Alaska
• Hear medical disability eligibility 

appeals only

• Licensed in Alaska
• Hear medical disability eligibility 

appeals only

■ Shall possess experience & expertise in 
financial investments, portfolio 
management, etc.

Terms Pleasure of ASPIB Pleasure of the Governor Pleasure of the Governor Pleasure of the ARMB

SB 1 11 Prepared by Senate Finance Committee March 17"'. 2005



Board Alaska State Pension Investment 
Board (ASPIB)

A liska Teachers' Retirement Board Public Employees’ Retirement Board

Powers/Duties AS 37.10.220
• Hold regular meetings
• Establish investment policies
• Submit quarterly & long-range 

investment 'cports to LB&A
• Select and retain external investment 

managers and custodians
• Develop annual operating budget 

and present to OMB
■ May assume fiduciary and 

management responsibilities for 
other state funds

• Hold public hearings
• Adopt system policies and 

regulations
• Set regulations and procedures for 

conduct of the Board
> Act as an appeals board
• Acquire biennial actuarial valuation
• Set employer contribution rate
• Determine employee's past service 

liquidation amounts
• Waive benefit adjustment 

requirements when appropriate
• Adopt regulations for the election 

and removal of ASPIB trustees

AS 39.30.155
• Hold public hearings
• Hold board elections
• Adopt system policies and 

regulations
• Set regulations and procedures for 

conduct of the Board
• Act as an appeals board
• Acquire biennial actuarial valuation
• Set employer contribution rate
• Determine employee's past service 

liquidation amounts
» Prescribe interest rates
• Prescribe policies for the 

supplemental employee benefit 
program

■ Waive benefit adjustment 
requirements when appropriate

• Adopt regulations for the election 
and removal of ASPIB trustees

• Adopt a contribution surcharge (AS 
39.35.160)

SB 141 (AS 37.10.220)
• Manage the assets of the defined 

benefits trust fund to meet pension 
liabilities.

• Adopt investment policies for each of the 
funds entrusted to the board

• Annual actuarial valuation of system 
plans

« Analysis of actu,. !al assumptions 
experience:
o Health costs assumptions annually, 
o All other assumptions not less than 

every four years.
• Audit of actuary not less than every four 

years.
• Rate setting:

o Employer contribution rates, 
including “normal cost" and "past 
service cost", 

o Employee contribution rates to the 
extent that the normal cost rate 
increases so that 50 percent would 
be higher than the current rates set 
in statute.

o Interest rates credited to individual 
employee accounts, 

o Interest rates credited to employee 
HRA account records.

• Provide a range of investment options for 
all employee-directed accounts.

• Select and retain investment managers 
and custodians for the funds

• Obtain an external performance review to 
evaluate the investment policies and 
performance of each fund

• Submit regular reports on the financial 
condition of the systems

SB 141 - Prepared by Senate Finance Committee March I7 ,h. 2005



t.

Tr ft'fV  r̂ , ‘V I *|'- X • • - , » • '  . «..
p e r s  tibt i - 1/ ;

'. - 1/1/61 - 5/30/85

- w ; .  r i v i -
: ; V '  S - ' f f . :  ‘■■it1 PEKS.TierII > 1 . ; /  .

' ■ Entered on or after 7/1/86 7;
v . '• ; - i.  ’7 ”^ '

p e r s m

. i ,  ...Entered on or after 7/1/96 . ! ”
% r . ' / V v . r , \  -. '

SB 141 
Proposed DC Plan 

Entered on or after 7/1/2006

Employee Pre-tax Contribution:
6.75% beginning 1/1/87—all others 
7.5% beginning 1/1/07—police and fire 
9.6% beginning 7/1/99—school district

Employee Pre-tax Contribution 
6.75% beginning 1/1/87—all oth.-rs 
7 5% beginning 1/1/87—police ard fire 
9.6% beginning 7/1/99—school a -.trict

Employee Pre-tax Contribution:
6.75% beginning 1/1/87—all others 
7.5% beginning 1/1/87—police and fire 
9.6% beginning 7/1/99—school district

Employee Pre-tax Contribution: 
8.0 % beginning 7/1/2005

Members vest with 5 years of service. Members vest with 5 years of serv.ee. Members vest with 5 years of service. • Employee is immediately vested in Iheir own contributions

• Employee’s gradually vest in employer contributions

• 25% after two years
•  50% after three years
•  75% after four years
• 100% after five years

• Normal retirement age is 55

• Early retirement age is 50

• Police/fire members can retire at any age after 20 
years of police/fire service

• All other members can retire at any age after 30 years 
of membership service.

• Normal retirement age is 60

• Early retirement at age 55

• Police/fire members can retire at any age after 20 
years of police/fire service

• “All other' members can retire at any a e after 30 
years of membership service

• Normal retirement age is 60

• Early retirement at age 55

• Police/fire members can retire at any age after 20 years 
of police/fire service

• ‘All other' members can retire at any age after 30 years 
of membership service

• Retirement Savings: Employee can terminate at any age and take 
vested account balance with them, leave it in the plan or rollover to 
another qualified plan.

• Medical Benefits Member is eligible for benefits if:
• 65 years of age and at least 10 years of service; or
• 25 years of service police/firefighters
• 30 years of service all others

• 2% defined benefit formula for first 10 years and all 
years of service prior to July 1, 1986

• 2.25% for the next 10 years; 2.5% per year thereafter 
(average of the high three consecutive years' salary).

• Police/Fire - 2% benefits formula for first 10 years and 
2.5% for all years after 10

• 2% defined benefit formula for first 10 yea-s

• 2.25% for the next 10 years, and 2.5% per /ear 
thereafter. Benefit calculation is determiner, on the 
average of the high three consecutive year.-' salary.

• Police/Fire - 2% benefit formula for first 10 years and 
2.5% for all years after 10.

• 2% defined benefi formula for first 10 years

• 2.25% fo' (he next 10 years, and 2.5% per year thereafter 
(benefit calculation is a<'°rage of the high five 
consecutive years'sal ,y).

• Priicc.Fire - 2% benefit formula for first 10 years and 
1.5% for all years after 10 (benefit calculation is thrco 
consecutive years regardless of tier (effective 2002).

• 8.25% employer contribution broken out as:

• 4.25% to employee retirement savings account
• 1.75% to retiree medical plan
• 2.00% lo Health Reimbursement Account

• Medical coverage is provided to all benefit recipients 
and their eligible dependents. The retiree medical plan 
premium is paid by the retirement system.

Medical coverage is provided to disabilitants, regardless of 
age and benefit recipients over age 60 or

• police/fire members with 25 years of police/foe st'vi'.e

• all other members with 30 years of membership 
service

and their eligible dependents. The retirement system pays 
the retiree medical plan premium. Retirees and survivors 
under age 60 must pay the full premium cost if they want 
coverage

Medical same as T.er II.

• Except, employees must accrue a minimum of 10 years 
of credited service", to have system-paid coverage at 
age 60.

• Employees with less than 10 years must pay the full 
premiums as long as they wish to continue medical 
coverage.

• Employees must retire rcclly from the system with a minimum of 10 
years of service to be eligible for meaical plan and access lo HRA

• Early retirees get 'access' to retiree medical plan but must pay full 
premium until they reach age of Medicare eligibility

• Once reaching Medicare age eligibility, retiree pays only a portion cf 
monthly premium based on years of service

• 10-14 years = Retiree pays 30% cf premium
• 15-19 years = Retiree pays 25% of premium
• 20-24 years - Retiree pays 20% of premium
• 25-29 years = Retiree pays 15% of premium
• 30+ vears = Retiree pays 10% of premium

• The automatic PRPA legislated in 1986 applied to all 
members regardless of hire date.

• COLA of 10% of base benefit is payable to benefit 
rec'oients who remain domiciled in Alaska after 
retirement

• Automatic PRPA adjustments to disabled members, 
retirees 60 and over, and those who have received 
benefits for 5 years.

• COLA of 10% of base benefit is payable to benefit 
recipients 65 or older or disability benefit recipients 
regardless of age who remain comiciled in Alaska after 
retirement.

• Automatic PRPA adjustments to disabled members, 
retirees 60 and over, and those who have received 
benefits for 5 years.

• COt A is payable to benefit recipients 65 or older or 
disability benefit recipients regardless of age who remain 
domiciled in Alaska after retirement. The allowance is 
S50 or 10% of the base benefit, whichever is greater.

None



TRS Tier 1 
7/1/55 -  6/30/90

TRS Tier II 
Entered on or after 7/1/90

SB 141 
Proposed DC Plan 

Entered on or after 7/1/2006

Employee Pre-tax Contribution: 
8.65%  beginning 1/1/91

Employee Pre-tax Contribution: 
8.65%  beginning 1/1/91

Employee Pre-tax Contribution: 
8.0 % beginning 7/1/2005

Members vest with 8 years of service. Members vest with 8 years of service. •  Employee is immediately vested in their own contributions

•  Employee's gradually vest in employer contributions

•  25%  after two years
•  50%  after three years
•  75% after four years
•  100% after five years

■ Normal retirement age is 55

•  Early retirement at age 50

•  Teachers can retire at any age after 20 years of membership 
service.

■ Normal retirement age is 60

•  Early retirement at age 55

•  Teachers can r J r e  at any age alter 20 years

•  R etirem ent Savings: Employee can terminate at any age and take vested 
account balance with them, leave it in the plan or rollover to another qualified 
plan.

•  M edical B enefits: Mem ber is eligible for benefits if:

•  65 years of age and at least 10 years of service; or
•  30 years of service

■ 2%  defined benefits formula for the first 20 years and all years of 
service p rio r to Ju ly  1 ,1 9 9 0

•  2.5%  thereafter, Benefit calculation is determined on the average of 
the high three contract salaries.

2%  defined benefit formula for the first 20 years

•  2.5%  thereafter. Benefit calculation is determined on the average of the 
high three contract salaries.

•  8.25%  em ployer contribution oroken out as:

•  4 .25%  to em ployee retirement savings account
•  1.75%  to retiree medical plan
•  2.00%  to Health Reimbursement Account

•  Medical coverage is provided to all benefit recipients and their 
eligible dependents.

•  Medical premiums are paid for all disabilitants regardless of age and

■ Retirees and survivors over age 60 and for retirees with at least 25 years 
of service including eligible dependents.

•  Retirees and survivors under age 60, with less than 25 years of 
membership service must pay the full premium cost if they want 
coverage.

•  Employees must retire directly from the system with a minimum of 10 years 
of service to be eligible for medical plan and access to HRA

•  Early retirees get 'access* to retiree medical plan but must pay full premium 
until they reach age of Medicare eligibility

•  Once reaching Medicare age eligibility, retiree pays only a portion of monthly 
premium based on years of service

•  10-14 years = Retiree pays 30%  of premium
•  15-19 years = Retiree pays 25%  of premium
•  20-24 years = Retiree pays 20%  of premium
•  25-29 years = Retiree pays 15% of premium
•  3 0 +  years = Retiree pays 1 C% of premium

•  Automatic PR PA  legislated in 1590 applied to all members 
regardless ol hire date.

•  COLA is payable to recipients who remain domiciied in A 'aska after 
retirement, COLA is 10% of the base benefit,

•  Automatic PRPA adjustments to disabled members, retirees 6C and 
over, and those who have received benefits for 8 years.

•  COLA is payable to recipients 65 or older or disability benefit recioients 
regardless of age who remain domiciled in Alaska after retirement. 
COLA is 10% of ta s e  benefit

None



SB 141 Bill Vers ion  C om parison

Senate B ill 141 DC Plan
Changes contained In CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
Changes contained in HCS fort 

d e r a t e  BlTlF41(STAy1'
Rage, Line (or
3̂ : - Sec:)'. V.t

DC RETIREMENT 
ACCOUNT
Benefit Formula 11.5% per year to DC account + 

investment earnings.
Increased employer contribution by 
1% for a total (employee + 
employer) contribution of 12.5°/.

P 16, L 8 and F 
82, L 6

Rollover Rollover accepted from qualified 
programs and you can roll over 
into a qualified program

CONTRIBUTION DETAILS

Employee Contribution 
Rates

DC Plan: 8% all members (PERS 
& TRS)
DB Plan: TRS 8.65% or 1/2 of the 
normal cost rate. PERS: 6.75% 
and 7.5% (Police/Fire) or 1/2 of the 
normal cost rate. Maximum 
increase of 5% per year.

DB Plan: Changed maximum 
increase to 50 basis points per 
year (.5%).

P 7, L 30 and P 
69, L13

DB Plan: All changes eliminated. 
Existing employee contribution 
rales remain unchanged.

Employer Contribution 
Rates

DB Plan: 50% of normal cost plus 
jast service cost. May not be less 
than total normal cost after 
subtracting the member 
contribution.

DB Plan: Employer cost is the 
difference between the actuarially 
calculated cost (normal rate + past 
service rate) less the member 
contribution rate, but may not be 
ess than 11% for TRS and 10% 
for PERS.

P 7-8, Sec. 9 
and P 72, Sec. 

94

DC Plan: 8.25% total.

+ 3.50% to DC account 
+ 3.75% to Medical 
+ 1.00% to HRA

DC an: Redistributed 8.25% 
employer contribution:

+ 4.50% to DC account 
+ 1.75% to Medical 
+ 2.00% to HRA

P 16, Ls 8&10 
and P 82, Ls 

6&8; P 58, L 10

DC Plan: Increased contribution 
or medical by 2% (3.75% TRS, 
3.5% PERS). New total:

+ 4.50% to DC account 
+ 3.75% to Medical 
+ 2.00% to HRA 

10.25% Total TRS 
10.00%  To ta l P E R S

P16, L 12 and 
P 83, L 22

8.25% Total 8.25% Total

Senate Finance Cnmmittee April 22,2005 '  '  ^  ^  ^  1 of 7



SB 141 Bill Version C om parison

Senate B ill 141 DC Plan
Changes contained in CS for 

Senate B ill 141 (FIN)
Page, Line (or 

Sec.)
Changes contained in HCS for J

^ ® s f f i t e B iM ^ 4 l ( S T A ) f>
Page'Ll neTor

VESTING DETAILS

Vesting Immediate for employee 
contributions. Fully vested in 
employer contributions after 5 
years (1 st year 0%, 2nd yr 25%, 
3rd yr 50%, 4th yr 75%, 5th yr 
100%)

MEDICAL PROGRAM

Medical Benefits Must retire directly from system 
with minimum of 10 years of 
service for medical coverage and 
access to HRA.

Removed requirement to "tetire 
from system" and added option to 
defer participation to a date 
specified.

P 1 6 ,L 3 and P 
92, L 1

Restored requirement to retire 
directly from system with minimum 
of 10 years of service for medical 
coverage.

P 26, Ls 5-18 
and P 93, Ls 

15-28

Access to medical coverage at 
Medicare eligible age (currently 65) 
with 10 years of service, or at any 
age after (1) 25 years for peace 
officer/firefighter, or (2) 30 years 
or all others.

Access to medical coverage at 
"normal retirement age" (60 
months prior to Medicare eligible 
age) with 10 years of service.

P 26, Ls 23-30, 
and P 93, Ls 

15-28

Retiree share of medical premium 
at Medicare eligible age based on 
years of service:

+ 10-14 years = 30%
+ 15-19 years = 25%
+ 20-24 years = 20%
+ 25-29 years = 15%
=> 30 years = 10%

Upon reaching normal retirement 
age, employer subsidy of medical 
premium is 30% for 10 years of 
service, incremented by 3% each 
year. Maximum subsidy is 90% for 
30 years or more. The only thing 
that changes at Medicare eligibility 
s the subsidy base premium dollar 
amount.

P 27, L 30 thru 
P 28, Ls 1-6 

and P 95, Ls 9- 
16

Retiree and survivors pay full 
premium until Medicare eligible.

'Early retirees" (meets service but 
not age requirements) and 
survivors pay full premium until 
normal retirement age.

P 27, Ls 28-29 
and P 95, Ls 7- 

8

Senate Finance Committee April 22, 2005 2 of 7



SB 141 Bill V ers ion  C om parison

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141 (FIN)
Page, Line (or 

Sec.)
(Changes contalnedlrTHCSvor.*, 

-S e n a te B illiW (S T A )^ ^
Page* Ulne (or 
%  Sec . )

Added a limitation on dependent 
medical coverage: if a spouse or 
dependent child was not the 
spouse or dependent child of an 
eligible member when that person 
was an active member, they do not 
qualify for coverage.

P 27, Ls 8-11 
and P 94, Ls 

18-21

Health Reimbursement 
Arrangement (HRA)

Retiree reimbursed for qualified 
medical expenses from HRA.

Clarified HRA can be used even if 
not participating in State's medicr.l 
insurance plan.

P 26, Ls 13-14 A person is eligible to apply for 
reimbursement from the HRA if 
they have m ^  the eligibility 
requirement (AS 14.25.470 or AS 
39.35.870), except the person 
does n o t  have to retire directly 
from the system.

P 59, Ls 28-31

Employer contributes 1% of 
employer's average annual group 
compensation

Employer contributes 2% of annual 
average employer's group 
compensation

P 58, L 10

Changed five-year return 
requirement from "same" employer 
to "a participating" employer.

P 58, L 19 Removed five-year return window 
and added accumulated interest 
during intervening time to restored 
account balance.

P 59, Ls 24-27

RETIREMENT BOARDS
Board Structure Consolidates 3 existing boards 

PERS, TRS, ASPIB) into 1 board 
Alaska Retirement Management 

Board [ARMB]).

Added transition: ASPIB continues 
until 9/30/05; ARMB effective 
10/1/2005

P 106, Sec. 
134 and Sec. 

135

Senate Finance Committee April 22. 2005 3 of 7



SB 141 Bill Vers ion  C om parison

Senate Bil! 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)

A9H. Changes contained in HCS for 
r Senate B ill/1 .41(S TA )^^

P a j®  Llne(6r

Board Members All trustees must have recognized 
competence in one or more fields 
of investment management, 
finance, banking, economics, 
accounting, pension 
administration, or actuarial 
analysis. Includes non­
beneficiaries and representatives 
from school districts and 
municipalities.

Added definition of "recognized 
competence" as a person with at 
least 10 years working or teaching 
in the specified fields.

P51, Ls 6-9 Changed trustees to: 3 appointed 
by Governor (only one a non­
participant) and 4 elected (2 
PERS, 2 TRS). Elections 
conducted by / »RM Board. 
Removed requirement that a ll 
members have "recognized 
competence" in specified fields; 
only required of Governor 
appointees.

P 47. L 11 thru 
P 4 8 L 5

Appointed trustees must be eligible 
for an Alaska Permanent Fund 
Dividend.

Lost PFD eligibility requirement for 
elected board members.

Board Terms Three year terms, maximum of 
three consecutive terms. One year 
break required.

Six year terms, maximum of two 
consecutive terms. One year 
break required.

P 48, Ls 6-9

Board Duties ARMB assumes prior duties of 
ASPIE plus coordinates with 
retirement system administrator on 
annual actuarial valuations, sets 
employer contribution rates, and 
determines interest rates to be 
credited to members' individual 
accounts (DB plan and HRA).

Added a requirement for the Board 
to require a second actuarial 
opinion on the assumptions used 
in the valuation by the State's 
primary actuary.

P 107, Sec. 
138

Added direction to the new Board 
to prepare a repor. for the 2nd 
session of the 24th Alaska 
Legislature.

P 49, Ls 4-6

Office of Adminstrative 
Hearings (OAH)

Appeals of benefits decisions 
made by the retirement system 
administrator transferred to the 
OAH, an independent quasi- 
udicial agency.
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SB 14J Bill Vers ion  C om parison

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
;Changes/con t a i ned in fHCS for 

Senate BHi >141 (ST
Page, Line (or

CHANGES TO EXISTING 
RETIREMENT PLANS
AK Resident COLA Repeals Reinstated

Ad hoc PRPAs Defined "financial condition of the 
retire nent fund" for ad hoc PRPAs 
as 110% ratio of assets to liabilities 
(see Editor's notes under AS 
14.25.143 & AS 39.35.483)

P 11 Sec. 17, 
P 11 Sec. 18, 
and P 77 Sec. 

113

Refunded Prior Members Closes window for reinstating past 
service indebtedness.

University of Alaska 
Optional Retirement 
Program

Changed AS 14.40.661-14.40.799 
giving the Board of Regents 
flexibility to design both optional 
and mandatory retirement 
programs for future University 
employees. Specifies the 
University's retirement programs 
are not subject to collective 
bargaining. Also provides a one­
time option for current employees 
who chose to participate in PERS 
or TRS to transfer into the existing 
optional retirement program.

P 38, Sec. 35 
thru P 42, Sec. 

51
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SB 141 Bill Vers ion  C om parison

Senate B ill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
^Changes iconLa ined In HCS for 

f t f  f ^ t e B  Ilj!l41 (ST A)V '■
Page, Line (or

OTHER BILL 
COMPONENTS
Transfer o f Employee to 
DC Plan

Added option for the transfer of 
current non-vested (TRS Tier II 
and FERS Tier III) employees to 
the DC plan. Unlimited enrollment 
period. Employer must make new 
contribution (cannot take from DB 
trust) and has first option to allow a 
transfer.

P 30, L 2 and P 
96, L 1

Participating Employers Added an option for political 
subdivisions and public 
organizations who do not 
currently participate in PERS and 
TRS to join the DC plan in the 
future.

P 98, Ls 9-22

Added specific employers already 
participating in PERS and TRS to 
allow their future employees to 
participate in the DC plan (defined 
benefit plans closed on July 1, 
2005).

P 32, L 20 thru 
P 33, L 28 and 
P 93, Ls 2-17

Membership Service Added language identical to 
current statutes that prevents 
members that participate in both 
PERS and TRS from claiming 
more than one year of service (ex., 
a full-time teacher in TRS that 
works part-time in a PERS position 
during summer).

P 32, L 10 and 
P 98, L 23
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SB 141 Bill V ers ion  C om p ariso n

Senate Bill 141 DC Plan
Changes contained in CS for 

Senate Bill 141(FIN)
Page, Line (or 

Sec.)
SChangesi:ontal|wf ii^ fc S  for 

^'^i^ato;SB|(j1f?1 (S T A )V ^ %
F?flgB',,LinB'(or

Penalty fo r False 
Statements 
AS 14.25.210

Removed the existing language 
that a person who knowingly 
makes a false statement "forfeits 
all rights under this chapter". 
Language conforms to PERS AS 
39.35.670.

P13, Sec. 25

Definition o f "teacher" AS 
14.25.220 (DB plan) and 
AS 14.25.590 (DC plan)

Adds AVTEC instructors to the 
definition of "teacher" and 
"member" for participation in TRS 
regardless of whether the position 
requires a certificate if the 
instructor is certified.

P 14, Sec. 30, 
Ls 16-20

Legislative Intent Added intent language in Sec. 1 
that R&B implement by regulation 
cost-saving measures in the retiree 
health care system and gives 
examples.

P 2, Sec. 1

Requires annual report to 
egislature by R&B on 
implementation of cost-saving 
measures.

P 110, Sec. 
139
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KEY:
Changes made in House Slate Affairs
"(Proposed Amendments)”

Walkthrough House State Affairs CS to SB141
Tht’ languagm for this document was taken from CSSli Id 1 Walkthrough provided by SB 141 sponsors. 
Applicable changes were made to existing document with with some rearranging of sections.

Changes to Existing Retirement System

■Ad-hoc Post Retirement Pension Adjustm ents Sec. l(><og 10), Sec 17 (pg II). Sec. I l l  (pg77)

Defines “ financial condition of the retirement fund" for the ad-hoc post retirement 
pension adjustment as a 110% ratio o f  assets to liabilities applicable only to tier 1 
retirees). (See ed itor’s notes under AS 14.25.143 and AS 39.35.483)

Changes to the Hoard

■Consolidation o f  Boards 
•Eliminates:

"Public Em ployees’ Retirement System Board.
"Teachers Retirement System Board.
"Alaska Stale Pension Investment Board.

•Creates new Alaska Retirement M anagem ent Bo;ird (ARM  Board) See. 59 (pg 4<>) 
®3 trustees appointed by the Governor

"Com m issioner o f  Administration 
"Com m issioner o f  Revenue
°1 Alaska resident who does not participate in the retirement 
system
"I finance officer ol ;f political subdivision 
°l finance officer o f  a school district 
"2 PERS m em bers (active or retired)
2 TRS m em bers (active or retired)

“PERS tfc T R S  m em bers are elected by their m em ber groups 
**(PERS & TRS m e m b e rs  o re  a p p o in te d  by the  governor from a  
selection of nom inees  p u t  forward by tho  a p p ro p r ia te  bargain ing  
until .)"

•All appointed trustees must have recognized com petence (working or teaching) 
in one or more of the fields of' investment m anagement, finance, banking, 
economies, accounting, pension administration, or actuarial analysis.
•'T e rm s

j Staggcred three years
"limned to two consecutive term-, with a required one-year break 
r6 vcji term limits

■ Powers and duties of the ARM  board Set f>I (pgd'>-52>
•Manage the assets and set the investment objective-, o f  the d c lu i id  benefit 
trust fund to met pension liabilities,
•Annual actuarial valuation of system plans, coordinating with the 
retirement system administrator.

I



K E Y :
Changes made in House Stale Affairs
“ (Proposed Amendments)"

•Analysis o f  actuarial assum ptions experience, including a second opinion: 
-Health costs assum ptions annually.
°A11 other assumptions not less than every four years.

•Audit o f  actuary not less than every four years.

Medical Program Elements

■Required Contribution bv Em ployer for M ajor Medical Plan 14.25.350(b) (pg 16), 39.750(b) 
(ps 83)

•3.75%  of  em ployee compensation Tor TRS 
•3.5% of  em ployee compensation for PERS 
**(2,5% of employer? compensation)**
■Contribution is made to group health and life insurance trust fund to be used for 
em p loyee ’s share o f  retiree 's  montuly medical prem ium s

■ Eligibility 14.15.470(pg 2b) 39.35.870 (pg 91)
•A m em ber is eligible to elect medical benefits if the member:

j is age 60 m onths prc-M edicare eligible and has at least 10 years of 
service and retires directly from the system or 
“has 30 years of service
**(has 25  years  of service a s  a  p e a c e  officer/fire fighter) **

•A m em ber’s sp >use and dependents are eligible for benefits if they were 
dependents during the m em ber’s active service.

■ Benefits I4.25.4S0 (pg2(>) 39.35.880 (pg 93)
•Medical benefits include access to a major medical insurance and the health 
reim bursem ent arrangement (HRA).
•Access means that an eligible person may not be dented insurance coverage 
except for failure to apply the required premium.
•An eligible person may participate in the medical insurance, the HRA, or both. 
•An irrevocable decision to elect major medical insurance must be made by age 
70.S.

■M ajor Medical Insurance 14.25.4SO(pg2(>) 39.35.8SO(pg 92)
•Insurance coverage for an eligible m em ber includes the m em ber 's  spouse and the 
m em her 's  dependent children.
•Insurance coverage for a surviving spouse includes the m em ber’s dependent 
children if they are dependent on the surviving spouse.
•Each participant shall pay a separate prem ium  amount with the subsidy based on 
the m em ber’s years o f  service.
■Retirees who met the required years of service, but who arc less that 60-monlhs 
prc-M edicare eligible (presently age 60), must pay the full prem ium  to receive 
coverage.
•Retirees who tire 60 m onths prc-M edicare eligible will pay only a portion o f  a 
monthly mcdieal prem ium  based on years o f  set vice. The percentage subsidy



K E Y:
Changes made in House State Affairs
"(Proposed Amendments)”

from the plan applied to the prem ium  is determined by using a subsidy base that 
increases by no more than 5% per year.

DThe percentage subsidy is 30% for 10 years o f  service, incrementing by 
3% for each additional year of service until the m em ber  has 30 years of 
service, or a 90% subsidy.

•'(Retirees who are Medicare age eligible will pay only a  portion of monthly 
m edical premiums depending on years of service:

• 10-14 years = 30%
• 15-19 years = 25%
•20-24 years = 20%
•25-29 years = 15%
•30+ years = 10%)**

■Health Reimbursement Arrangem ent (HRA) 39.30.300 (px 5$)
■Employer Fund

°The HRA Trust is an em ployer ow ned fund. 39.30.350 (pg 59)
“Employee contributions are not permitted
“Em ployers m ay use surplus funds held in the trust to credit individual 
employee records with the annual contributions ow ed by the employer.

■ Required Contributions 39jo.37U(p^ 59)
■Employer contributes an annual (and equal) dollar am ount per employee to the 
health insurance trust fund.
•Am ount is 2% o f  em ployer’s annual average group compensation 
"^(Am ount Is 3% of employer's annual average group compensation)*’

“Contribution is recorded in both an individual em ployee  account and an 
em ployer record.

•interest is posted to individual accounts annually, the rate determined by the 
A R M B
•Contributions and interest accumulate over working lifetime o f  employees.

■Termination o f  Em ploym ent 39.3<> 3So (px 59)
•individual accounts are maintained for an indefinite period of time.
■A person who returns to work is attributed the account balance recorded in their 
name on the date o f  termination plus any accum ulated interest or adjustments.

■ Rcimbuiftements
•W ho is eligible

“I’ei^ons who meet the eligibility requiiem cnts for medical benefits 
"Dependent children are eligible if both retiree and spouse die 
"A person may vest in their HRA after If) years o f  service and have 'tccess 
to it upon reaching normal retirement age regardless of weather oi that 
m em ber retires directly from the system.

•Reim bursem ents made for qualified medical expenses under IRC 213(d). 
including medical prem ium  payments. 39.3o.-iou(pi; on).
•Total rc im b u iw m c n tta re  limited to individual’s recorded account.

3



K E Y :
Changes made in House Slate Affuirs
"(Proposed Amendments)"

•no set limits other than exhaustion o f  account balance.

Defined Contribution (DC) Plan Elements

■ Required Contributions
■Employee: 8% of  compensation, deducted pre-tax by em ployer. 14.25.340(a) (pg 
15), 39.35.730(a) (pg 82).
■Employer: 4 .5%  of  em ployee com pensation.
■Total individual account contributions: 12.5%.

■Optional Contributions
■A m em ber m ay elect to contribute additional earnings not to exceed the limits 
established by the Inlcrnai Revenue Code. 14.25.340 ypg 15), 39.35.730(pg S2)

■ Rollovers 14.25.360(pg 116), 39.35.760(pg 83)
•Em ployees can take their individual account with them when they leave 
employment.
■Employees can “roll" in o ther qualified funds when they are hired.

■ Vesting I4.25.390(pg ISO, 39.35.790(pgS5)
■All m em bers of the D C  plan arc imm ediately vested in their own contributions 

and related earnings.
■Members are gradually vested in the em ployer contributions and related 

earnings on the following schedule:
°25% after two years;
“50%. after three years;
°75% after four years; 
n100%' after five years.

■ Investment Accounts 14.25.400(pg IS), 30.35 soo(pg s*)
■The Alaska Retirement M anagem ent Board w ill provide a range of investment 
options.
■Participants direct the investment of their funds.

■ Distribution o f  Accounts 14.25.4lo  (pg lo t - 14.25.440 </ g 22), 39.35 S10 (pg SO) -  39,35.S to (pg 
SO)

’Employee m ay elect a distribution upon termination o f  em ploym ent, altci 60 
days.
•Subject to IRC regulations
■May receive funds p rior to 60 days lor financial hardship.
•Rale setting:

“Employer contribution rate, including "norm al cost"  and "past service 
cost".
“Employee contribution rales if one-half  ol the "norm al cost is h igher than 
the current rales set in statue.



KEY:
Changes made in House State Affairs
*• (Proposed Amendments)* *

“Interest rates credited to individual employee accounts.
“Interest rates credited to em ployee H R A  account recorded.

■Provide a range o f  investment options for all employces-directed accounts.

■Other Duties o f  the former PERS and T P S  Boards Transferred 
■To the Com m issioner of Administration:

“Adoption o f  regulations governing the retirement system.
14.25.006 (pg 5). 39.35.006 (pg 65), See. 129 (pg 107)
“Requests for a waiver o f  any adjustment made to the retirement system  
accounts due to a change o r  error in contributions or benefits 
computations. See. 21-.23(ps 13)

■to the Office of Adm inistrative Hearings:
“Adjudication o f  appeals related to decision of the retirement system 
administrator. 14.25.nno (pg 5). 39.35.006 (pg 64). See. 129 (pS 107)
“Adjudication o f  appeals related to the denial o f  a waiver for repaym ent of 
overpayments. See. 24-25 (ps 12-13)

■ Conditional Service Retirement Benefits See. I l l  (pg 77)
■Changes the credited service requirement to 120 days for legislative em ployees 
under AS 39.35.385(f).

■ Repeal
•Refunded prior m em bers Sec. 131 (pg 1071 <AS 14.25.062 wul AS 39.35.35u>

“Repealed effective June 30. 2010.
"The intent o f  the repeal is to relieve the “off books” liability o f  hundreds 
o f  millions o f  dollars represented by more than 77,000 people who have 
refunded out o f  the S tate’s retirement system but who could return to work 
and be restored to the tier status they held prior to terminating by repaying 
the amount refunded plus interest.
“In medical prem ium s alone, this amount stands at greater than $107 
million for one year in today 's  dollars.

■Fiscal Note
•Appropriates $69.5 million directly to the retirement trust fund:-. on behalf  o f  all 
PERS participating em ployers (includes small amount of TRS). This amount 
represents the 5% increase in PF.RS employer’costs from FY2005 to FY2006. 
•PERS and TRS for school districts ($38.1) is rolled into the BSA at $-1,919.

O th e r  P lan E lem en ts

■Option to Convert from BD to D C Plan 14.25.540(pg 30). 3 U 35 Q40\px  97)
•Unvested, a e t i \e  m em bers o f  PERS and TRS are eligible to convert to DC plan. 
•Em ployer must first m ake the choice to offer this option to all their employees.



K E Y :
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•Participation in DC plan is in lieu o f  the DB plan; all rights to DB plan arc 
forfeit.
■A m em ber’s individual account balance will be rolled into a new account under 
the D C  plan.
■A m em ber’s em ployer shall m ake a 100% m atching contribution with new funds 
(i.e., cannot transfer em ployer portion from the DB trust fund).
■A m em ber’s years o f  service under the DB plan will be counted towards the 
years o f  service required for medical benefits eligibility.

■Participating Em ployers
■Mechanism is included for political subdivisions and public organizations that do 
no t c u r r e n t ly  participate in PERS to jo in  the D C  plan in the future. 39.35.950- 
39.35.955 (pg 100)
■Includes specific em ployers already participating in PER S and TR S to allow 
their future em ployees to participate in the D C  Plan (DB plan closes on July 1, 
2005). 14.25.560-14.25.5S0 (pg 33). 39.35.965-39.35.970 (pg 100-101)

“Legislators w ho have been teachers 
“National Education Association employees 
“Special Education Service A gency em ployees 
“Arm y and Air National Guard em ployees 
“North Pacific Fishery M anagem ent Council em ployees
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S ta te  o f A la ska
D iv is io n  o f  R e tire m e n t & B e n e fits
N o rm a l C o s t Rate and A c tu a r ia l C om pu ted  Rate fro m  FY 1983 th ro u g h  FY 2006

Valuation 
report date 

June 30

Fiscal 
year of 

rate

N orm al 
C os t ra le  

PERS

Actuaria l 
C om puted 
Rate PERS

N orm al
C ost
rate
TRS

Actuaria l 
Com puted 
Rate TRS

1980 1983 11.46% 13.78% 11.95% 16.84%

1981 1984 12.03% 13.68% 13.51% 17.42%

1982 1985 11.36% 13.62% 13.64% 17.96%

1983 1986 11.82% 13.59% 13.13% 17.36%

1984 1987 12.31% 13.84% 13.91% 13.28%

1985 1988 11.13% 9.55% 11.62% 13.28%

1986 1989 10.20% 9.38% 9.36% 11.16%

1987 1990 9.23% 9.30% 9.14% 8.19%

1988 1991 10.37% 12.00% 11.86% 12.27%

1989 1992 12.00% 14.20% 13.26% 15.16%

1990 1993 12.83% 13.58% 14.07% 19.65%

1991 1994 10.18% 13.72% 9.05% 15.59%

1992 1995 10.90% 13.70% 8.57% 13.36%

1993 1996 11.29% 12.82% 9.06% 12.48%

1994 1997 10.36% 12.14% 9.70% 14.96%

1995 1998 10.61% 11.90% 10.10% 14.94%

1996 1999 9.85% 7.74% 8.97% 10.52%

1997 2000 9.89% 7.36% 9.21% 13.00%

1998 2001 8.67% 7.03% 8.99% 10.55%

'1 9 9 9 2002 8.07% 6.56% 8.88% 7.09%

2000 2003 10.07% 6.12% 9.40% 8.29%

2001 2004 9.53% 6.77% 10.36% 14.44%

2002 2005 13.31% 24.91% 14.76% 35.57%

2003 2006 13.24% 25.63% 14.28% 38.85%

Normal Cost Rate: present value of benefits, which are 
during the year beginning on the valuation aate.

expected to be credited with respect to service

Actuarial Computed Rate; after comparing plan assets and liabilities, an actuanal rate is computed that would fully 
fund the retirement systems over 25 years. There are two components; the normal cost rale fond the past service 
rate necessary lo pay any unfunded liability. Both rates account for differences Between actual experience versus 
anticipated results, changes in actuarial assumptions and / or methods, changes <n statutory provisions, and the 
difference butwoen the rate actually adopted by the Boards for a particular year versus thu computed rate
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HI Katie:
I wanted to let you know that Mercer lias costed the medical benefits for House CS for 
CS for Senate Bill No. 141 (STA)

Mercer states, "we have analyzed the expected liabilities associated with the new tier 
described in House Bill 238 medical provisions. The analysis is based on die following: 
• Coverage Is available only to members who retire from the System
a t normal retirement (age 60 with 10 years of service) or after 30 years of service.

Members or their spouses who are less than age 60 pay the full cost for Uieir
coverage.

Upon reaching age 60, members (or dieir spouses) arc eligibe for System- 
subsidized medical coverage. They will receive a defined subsidy am ount based on 
Medicare eligibility sta tus and service duration (3% per year of service, up to 30 years). 
Based on these provisions we estimate that the current normai cost rate (as a 
percentage of total payroll) will be 1.0% for TRS and 1.1% for PERS."

It took longer because I asked Mercer to run the models again. Please let me know if 
you have any questions. Thanks.

Melanie Millhorn, Director 

State of Alaska

Department of Administration - Division of Retirement & Benefits 

PO Box 110203 

Juneau, AK 99811-0203 

(907) 465-4408 (voice)

(907) 465-3655 (fax)

(800) 821-2251 Toll-Free

Confidentiality Statement

This message (including any attachments) contains confidential information intended for a 

specific individual and purpose, and is protected by law. If you are not the intended recipient, you 

should delete this message. Any disclosure, copying, or distribution of this message, or the taking 

of any action based on it, is strictly prohibited.



Cost to retiree h ired today pre- 
Medicare eligible (each yr)

S F IN  SB  141 LIST A SB 141

10 yrs service, age 64 $15,122 $11,518
20 yrs service, age 64 $24,033 $13,096
30 yrs service, age 64 $40,124 $11,936
C ost to r e t i re e  h i red  to d ay  
I 'ost-iYledicare e ligible (each  y r)
10 yrs service, age 65 $2,331 $5,439
20 yrs service, age 65 $2,531 $6,759
30 yrs service, age 65 $2,062 $6,205



P E R S  (SB  141)

8%  em p lo y e e  an d  4 .5%  e m p lo y e r  c o n tr ib u tio n  = 12 .5%  D C  a cco u n t
P ro jec ted  B en efits  -  R a te  o f  R etu rn  8 .25%

F E M A L E
N um ber  of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $68,664 $3,742 67%
20 $243,985 $9,220 88%
30 $663,081 $17,374 114%

M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $68,664 $4,057 72%
20 $243,985 $9,995 95%
30 $663,OS 1 $ 1 S.S34 123%

Assumptions;
Beginning Salary 32,000
Defined Contribution pension account percentage 12.5%
Anchorage CPI 3.73%
Real rate o f  interest 4 .52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Pmplover contribution to DC account 4.5'ti
Employer contribution to Medical Plan 2.5';'
Employer contribution to I IRA B9r
Total Employer contribution 10%
2d year average employer contribution I0 W  -11.191
5 year average employer contribution I0.S% • 11.5%

Prepared by the office o f Rep. Paul Seaton K m  model provided by Prolessor Richard Solic



T R S  (SB  141)

8%  e m p lo y e e  an d  4 .5%  e m p lo y e r  c o n tr ib u tio n  =  12 .5%  in  D C  a cco u n t
P ro jec ted  B en efits  -  R a te  o f  R e tu rn  8 .25%

F E M A L E
N um ber of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity  in 
2004 dollars

% funded com pared  to current DB 
plan

10 80,547 4,390 67%
20 286,210 10,816 88%
30 777,835 20,380 109%

M A L E
N um ber  of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity  in 
2004 dollars

% funded com pared  to current DB 
plan

10 80,547 4,759 72%
20 286,210 11,725 95%
30 777,835 22,094 119%

A ssum ptions :
Beginning Salary 37,538
Defined Contribution pension account percentage 12.5%
Anchorage CPI 3.73%
Real rate o f  interest 4 .52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Employer contributitrn to DC account 4.5%
Employer contribution to Medical Plan 2.5%
Employer contribution to UK A 3%
Tola 1 Employer contribution 1(1%
24 year average employer contribution •o

5 year average employer contribution 10.s% - 11.5%

Prepared by (lie office o f Kcp. ra id  Seaton using model provided by Professor Richard Solie



T R S  (A ltern a tiv e )

8%  em p lo y e e  a n d  5%  em p lo y e r  co n tr ib u tio n  =  13%  in  D C  a cco u n t
P r o jec ted  B en efits  -  R a te  o f  R etu rn  8 .25%

F E M A L E
N um ber o f  
years worked

DC account 
lump sum  at 
tcrmi nation

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $83,769 $4,566 69%
20 $297,658 $11,248 92%
30 $808,948 $21,196 114%

M A L E
Num ber o f  
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $83,769 $4,949 75%
20 $297,658 $12,194 99%
30 $808,948 $22,978 123%

Assumptions:
Beginning Salary 37,53S
Defined Contribution pension account percentage 13%
Anchorage C1JI 3.73%
Real rate o f  interest 4 .52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Employer contribution to DC account 5 r/r
Employer contribution to Medical Plan 2.5%
Employer contribution to 1 IRA yy,
Total Employer contribution 10.5%
24 year average employer contribution u A k i  i i , i %
5 year average employer contribution 10.8% - 1 f f i ' i

Prepared by the n flicc o f Kcp. Paul Sc.ilon using model provided by Professor Kieluird Solie



P E R S  (A m en d m en t)

8%  em p lo y e e  a n d  5%  e m p lo y e r  c o n tr ib u tio n  =  13.5%  in D C  a c co u n t
P r o je c ted  B en efits  -  R a te  o f  R etu rn  8 .25%

F E M A L E
N um ber  of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $71,410 $3,892 69%
20 $253,745 $9,5S9 92%
30 $689,604 $ IS,069 118%

M A L E
N um ber  o f 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $71,410 $4,219 75%
20 S253.745 $10,395 99%
30 $689,604 $19,588 128%

Assumptions:
B eginning Salary 32,000
Defined Contribution pension account percentage 13%
A nchorage CPI 3.73%
Real rate o f  interest 4 .52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Employer contribution to DC account felt
Emplovcr contribution to Medical Plan 2.5%
Employer contribution to 1 IRA i f
Total Employer contribution 10.5*6
24 year average employer contribution I0W * - 11.1'!>
5 year average employer contribution 1 o.s';;,. 11.5%

Prepared by the office of Rep. Paul Seaion usin f model provided by Professor Richard Solie



A laska State L egislature

Stale Capitoi, Room 103
Juneau. AK 99S02
Phone: 465-2689
Fax:465-3472
Toll Free (800) 665-2689
Rcprcscnlativc.PauLSeatontG'Icpis.state.al;.us

345 W. Sterling Highway 
Suite 102B 

Homer, AK 99603 
Phone: 235-2921 

Fax: 235-400S

R e p r e s e n t a t iv e  Paul Seaton
District 35

April 27, 2005
Committee Members,

During Saturday's House Finance meeting Representative Hawker requested the dollar amount increase or the 
medical benefits in SB 141 as amended by House State Affairs. The medical benefit in SB 141 as it came to House 
State Affairs was system subsidized medical insurance only for post-Medicare eligible age (currently age 65).
House Stale Affairs changed the medical component to a plan based on Mercer’s tier proposal the committee had 
been working on for weeks that provides medical benefits 60-monlhs pre-Medicaru eligible age (currently age 60). 
This required an increase in employer contribution of 2% (TRS) and 1.75% (PERS) bringing the employer 
contribution rate for medical coverage up from 1.75% in SB 141 to 3.75% (TRS) and 3.5% (PERS). For fiscal year 
2007 this represents a total increase of S37.918.353, or SI 1,122,649 for TRS and 526,795,704 for PERS (see table 
bellow). These numbers are based on Mecer’s projections, which assumes a 1% annual employee population 
growth (enclosure).

FY07 dollar amount % of Salary
Total employer normal cost in SB 141 (PERS+TRSi 172.203.531 8.25 I
Total Employer normal cost in House STA CSSB 141 
(PERS+TRS)

2I0.I21.8S4 10PERS 
10.25 TRS

Difference between the two 26,795,704 1.75 PERS 
2 TRS

It is important to note that the figures adopted by House State Affairs reflect the Mercer tier study. In fact, a 
slight additional cost savings can be expected because both the pre and post-Medicare medical plan include a 
cost sharing of health care inflation. This means that (lie plan does not subject itself to another possible 
unfunded liability if health care was to increase more than actuarial!)' predicted. A plan without cost-basis 
adjustment could be greatly impacted if federal Medicate rates or coverage change and leave the State's plan 
holding the bag for unanticipated coverage.

1 would also like to emphasis that the total employer contribution rale (including pension and niddlr.il 
contributions) under the House State Affairs CS to CSSBI4I is 10.25% for TRS and 10%, for PERS. This is less 
than the 24-year average normal cost rate that employers are accustomed to contributing. 11.11 rw lor TRS and 
10,S6% for PERS (enclosure).

Please let me know if I can provide any additional information or assistance.

Representative Paul Seaton



State of Alaska Public Employees' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Annual Payment To Past Service Cost (000's) A Present Value ol Past Service Cost Payments (OOO'sl"
Valuation

Yoar
Fiscal
Year Tier 1 Tier 2 Tier 3 Tier 4 Total Tior 1 Tier 2 Tier 3 Tier 4 Total

r*9/)25,483 328,745 385,141 500,233 F l 660,287 2,874,406
2003 2006 - - - - *- - - - p----------;----- -
2004 2007 - - - - - - - - - -
2005 2003 17,062 17,356 21,383 5,223 61,024 13,451 13,683 16,857 4,117 48,108
20 06 2009 37,866 38,986 46,758 23,097 146.707 27,576 28,392 34,052 16,821 106,841
2007 2010 56.481 59,269 70,090 53,09/ 238,945 37,998 39,874 47,159 35,721 160,752
2008 2011 60,548 64,671 76,335 78,725 280,279 37,630 40,192 47,441 48,926 174,189
2009 2012 56,021 63,061 75,074 98,932 295,088 33,311 36,205 43,101 56,799 169,416
2010 2013 55,292 61,191 73,799 120,062 310,344 29,325 32,454 39,140 63,677 164,596
2011 2014 52,367 58,990 72,422 142,659 326,448 25,657 28,902 35,483 69,900 159,942
2012 2015 49,239 56,745 70,815 166,451 343,250 22,286 25,683 32,052 75,337 155,358
2013 2016 45,896 54,206 69,101 191,666 360,869 19,190 22,664 28,892 80,138 150,884
2014 2017 42,451 51,531 67,178 218,188 379,348 16,397 19,904 25,947 84,275 146,523
2015 2018 38,891 48,854 65,141 245,867 398,753 13,877 17,432 23,243 87,728 142,280
2016 2019 35,178 46,472 63,011 275,138 418,799 11,595 14,988 20,7/0 90,690 138,043
2017 2020 31,388 41,997 60,030 305,494 439,709 9,557 12,788 18,522 93,022 133.089
2018 2021 27,64/ 38,426 58,610 337,093 >61,776 7,777 10,809 16,486 94,821 129,893
2U19 2022 ✓3,904 35,013 55,973 369,989 484,079 6,212 9,098 14,545 96,142 125,997
2020 2U23 20,393 32,05? 52.542 404,164 509,151 4,895 7,694 12,613 97,019 122,221
2021 2024 17.032 39.047 46,970 439,645 534.694 3.777 6,441 10,859 97,4£3 118,570
2022 2025 13,990 26,096 45,306 476,267 661,667 2,867 5,346 9.281 97,565 115,059
2023 2026 11,355 23,215 41,724 513,787 590.081 2,149 4,393 7,096 97,229 111,667
2024 2027 0,953 20,409 38,132 552,345 619,919 1,565 3,582 6,666 96,560 108,373
2025 2020 6,887 17,621 34,402 589,722 648,832 1,112 2,870 5,556 95,237 104,783
2026 2029 2.192 6.473 13,174 264.403 286,242 327 966 1,965 39,445 42,703
2027 2030 1,24 7 4,334 9.420 220,532 235,583 172 597 1.298 30,400 32.467
2028

Total

2031 331

714,619

1,3/9

896,674

3,215

1,233,413

88,171

6.180,777

93,096

9.025,483

42 176 409 11.225 11,852

• Expected employer contributions paid duiing fiscal year ** Expected employer centribulions durincj fiscal year, discounted to Juno JO, 2003 at 8.25%



State of Alaska Public Employees' Retirement Rvstem 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Number of Active Mombers
Valuation

Yocii
Fiscal
Year Tier 1 Tier 2 Tier 3 Tier 4 Total

2003 2006 8,814 9,747 15,503 34,064

2004 2007 8,047 8,982 13.585 3,790 34,404

2005 2008 7,405 8,317 12,108 6,919 ■ 34,749

2006 2009 6,774 7,707 10,932 9,683 35,096

2007 2010 6,186 7,130 9,982 12,150 35,448

2008 2011 5,629 6,580 9,189 14,404 35,802

2509 2012 5,102 6,053 8,483 16,522 36,160

2010 2013 4,596 5,541 7,828 18,556 36,521

2011 2014 4,116 5.060 7,221 20,490 36,887

2012 2015 3,657 4,598 6,662 22,338 37,255

2013 2016 3,227 4,163 6,142 24,096 37,628

2014 2017 2,823 3,759 5,662 25,760 38,004

2015 2018 2,442 3,351 5,209 27,382 38,384

2016 2019 2,088 2,970 4,785 28,925 38,768

2017 2020 1,765 2,612 4,387 30,392 39,156

2018 2021 1,466 2,286 3,998 31,797 39.547

2019 2022 1,204 2,003 3,604 33,132 39,943

2020 2023 971 1,739 3,229 34,403 40,342

2021 2024 769 1,499 2,876 35,601 40,745

2022 2025 602 1,281 2,551 36,719 41,153

2023 2026 457 1,007 2,248 37,773 41,565

2024 2027 342 914 1,965 30,759 41,980

2025 2028 251 761 1,726 39,662 42,400

2026 2029 176 629 1,516 40,503 42,824

2027 2030 1?i 513 1,324 4ft294 43,25?

2028 2031 82 413 1,14/ 42,043 43,685

Projectod Salaries

Tier 1

445,612,413
467,087,982
443,170,178
424,502,518
403,437,555
382,811,771
361,864,984
340,672,881
318,726,365
296,324,286
273,207,199
250,100,955
227,013,934
203,568,141
180,221,422
157,594,474
135.374,479
114,803,685
95.361/69
77,984,925
62,993,027
49,492,319
38,098,152
28,813,450
20,882,176
14,715,638

Tier 2

444,684,916 
466,115,785 
450,811,828 
437,058.318 
423,347,289 
408,881,345 
393,298.549 
377,023,399 
359,035,502 
341,498,361 
322,670.777 
303,593.105 
285,172,271 
263,142,249 
241,135,972 
219,036,817 
198,287,761 
180,436,391 
162,631,692 
145.383,837 
128.788,268 
113,259,938 
98.589.336 
8b,087,382 
72,570,8b8 
61,276,477

Tier 3

570,485,671
597,979,304
555,400,922
524,190,528
500,700,859
482,626,935
468,217.939
454,701,421
440,790,891
426,172,270
411.338.155 
395,776,219 
380,239,911
364.638.155 
349,270,550 
334,095,610 
316,989,771 
295,789,651 
274,183.515 
252,406,495 
231,466.581 
210,793,089 
190,319,061 
173.172.799 
157,741,958 
142.887,499

Tier 4

135,653,981
258,937,144
379,263,597
497,736,640
617,020,112
739,749,209
868,339,057

1,001,713,372
1,140,931,235
1,285.453,959
1,435,170,115
1,592.183,766
1,754,077,565
1,921,629,073
2.095,331,248
2.275,266,070
2.461,558.447
2.653,379,532
2,050,292.445
3.053,333,799
3,262,437.964
3.475,706,069
3.693.564,973
3.910,714.657

Total

1,460,783,000
1,531,103,071
1.585.036.909
1.644.688.508 
1,706,749,300
1.772.056.699 
1,840,401,584
1.912.146.910 
1,986,891,815 
2,065,708,289 
2,148,147.366 
2,234,924,238 
2,327,596.231 
2,423,532.311
2.524.705.509 
2,632,256,774 
2.745.983,259 
2.866,295,797 
2,993,735,123 
3,129,154,789 
3,273,540,321 
3.426.879,145 
3,509.444.513
3.762.779.700 
3,944,767,975 
4.137,594,271

2



Slntc of Alaska Teachers' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Annual Payment To Past Service Cost (OOP's)*
Valuation

Year
Fiscal
Year Tier 1 Tier 2 Tier 3 Total

2003 2006 .
6,641,180

2004 2007 6,980 9,593 - 16,573
2005 2008 17,788 24,905 3,006 45,699
2006 2009 25,439 39,182 10,938 75,559
2007 2010 32,308 52,810 22,625 107,743
2008 2011 37,667 65,879 38,629 142,175
2009 2012 41,798 78,123 59,033 178,954
2010 2013 44,603 90,110 84,663 219,376
2011 2014 41,368 91,262 104,203 236,833
2012 2015 36,134 89,494 122,882 248,510
2013 2016 32,120 86,133 142,453 260,706
2014 2017 28,198 82,184 163,044 273,426
2015 2018 24,584 78,105 184,063 286,752
2016 2019 21,092 73,696 205,866 300,654
2017 2020 17,728 68,979 228,378 315,085
2018 2021 14,436 64,019 251,717 330,172
2019 2022 11,255 58,561 276,071 345,887
2020 2023 8,295 52,544 301,457 362.296
2021 2024 5,958 45,885 327,731 379,574
2022 2025 4,?43 40,041 353,458 397,742
2023 2026 3,016 34,630 379,047 416.695
2024 2027 2,077 28,560 405,767 436,404
2025 2028 1,412 21,9/2 431,092 464,476
2026 2029 631 13,123 312,993 326,750
20? 7 2030 297 9,099 264.947 274,343
2028 2031 129 5,595 203,072 208,796

Total 459,561 1,304,484 4,877,135 6,641,180

* txpec iod  employer contributions paid during liscal yuar

Present Value ol Past Service Cost Payments (OOP's)** 

Tier 1 Tier 2 Tier 3 Total
Valuation Fiscal

Year Year

234,981 556,468 1,292,193[ 2,083,642
- - - - 2003 2006

6,197 8,518 - 14,715 2004 2007
14,590 20,427 2,465 37,482 2005 2008
19,275 29,688 8,288 57,251 2006 2009
22,614 36,965 15,837 75,416 2007 2010
24,356 42,598 24,978 91,932 2008 2011
24,967 46,666 35,263 106,896 2009 2012
24,612 49,724 46,718 121,054 2010 2013
21,088 46,521 53,118 120,727 2011 2014
17,016 42,143 57,866 117,025 2012 2015
13,973 37,469 61,970 113,412 2013 2016
11,332 33,027 65,521 109,880 2014 2017
9,126 28,995 68,331 106,452 2015 2018
7,233 25,274 70,601 103,108 2016 2019
5,616 21,853 72,352 99,821 2017 2020
4,225 18,736 73,668 96,629 2018 2021
3,043 15,832 74,638 93,513 2019 2022
2,072 13,123 75,290 90,485 2020 2023
1,375 10,587 75,614 87,576 2021 2024

904 8,534 75,335 84,773 2022 2025
594 6,818 74,631 82,043 2023 2026
378 5,195 73,803 79,376 2024 2027
237 3,692 72,434 76,363 2025 2028

98 2,037 48,582 50,717 2026 2029
43 1,305 37.901 39,339 2027 2030
17 741 26,859 27,657 2028 2031

234,981 556,468 1,292,193 2,083,642

Fxpeclnd empluyor contnbutiuns during liscal year, discounted to Junu 30, 2003 at 0.25%
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Stale of Alaska Teachers' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Number ol Active Members__________________  Projected Salaries
Valuation Fiscal

Year Year Tier 1 Tier 2 Tier 3 Total Tier 1

2003 2006 3,533 6,342 ■9,875 •224,321,356
2004 2007 3,250 5,878 846 . 9,974 234,219,606
2005 2008 2,778 5,474 1,821 10,073 223,184,546
2006 2009 2,461 5,113 2,600 10,174 197,505,616
2007 2010 2,165 4,794 3,317 10,276 181,302,565
2008 2011 1,903 4,499 3,977 10,379 165,278,628
2009 2012 1,655 4,224 4,604 10,483 150,568,581
2010 2013 1,421 3,960 5,206 10,587 135,653,981
2011 2014 1,180 3,701 5,812 10,693 120,738,837
2012 2015 1,002 3,408 6,390 10,800 104.129,396
2013 2016 842 3,115 6,951 10,908 91,516,579
2014 2017 703 2,841 7,473 11,017 79,515,576
2015 2018 579 2,575 7,973 11,127 68,718,148
2016 2019 468 2,320 8,451 11,239 58,527,452
2017 2020 368 2,075 8,908 11,351 48,901,037
2018 2021 278 1,831 9,356 11,465 39,625,543
2019 2022 201 1,586 9,792 11,579 30,763.576
2020 2023 142 1,336 10,217 11,695 22,597,174
2021 2024 99 1,125 10,588 11,812 16,196,454
2022 2025 70 940 10,920 11,930 11,524,721
2023 2026 47 745 11,257 12,049 8,200,329
2024 2027 32 548 11,590 12,170 5,650,344
2025 2028 21 462 11,809 12,292 3,869,034
2026 2029 12 389 12,013 12,414 2,535,473
2027 2030 7 321 12,211 12.539 1,484,959
2028 2031 4 260 12,400 12,664 887,477

Valuation Fiscal
Tier 2 Tier 3 Total Year Year

308,308,644
•

532,630,000 2003 2006
321,912,859 - 556,132,465 2004 2007
312,480,238 37,711,792 573,376,576 2005 2008
304,204,838 84,924,658 586,G35,112 2006 2009
296,350,944 126,966,178 604,619,687 2007 2010
289,067,834 169,500,401 623,846,863 2008 2011
281,424,078 212,655,302 644,647,961 2009 2012
274,058,655 257,489,490 667,202,126 2010 2013
266.359,405 304,130,800 691,229,042 2011 2014
257,896,541 354,113,311 716,139,248 2012 2015
245,407,254 405,873,541 742,797,374 2013 2016
231,752,432 459,769,165 771,037,173 2014 2017
218,322,646 514,504,374 801,545,168 2015 2018
204,500,661 571,260,238 834,288,351 2016 2019
190,275,091 629,969,112 869,145.240 2017 2020
175,721,394 690,920,442 906,267,379 2018 2021
160,070,010 754,611,837 945,445,423 2019 2022
143,143,575 821,249,702 986,990,451 2020 2023
124,733,989 890,898,931 1,031,829,374 2021 2024
108,766,612 960,136,374 1,080,427,707 2022 2025
94,088,348 1,029,847,409 1,132,136,086 2023 2026
77,695,776 1,103,866,284 1,187,212,404 2024 2027
60,221,757 1,181,532,316 1,245,623,107 2025 2028
52,493,844 1,251,970,579 1,306,999.896 2026 2029
45,493,666 1,324,737,179 1,371,715,804 2027 2030
38,582,813 1,400,496,073 1,439.966.363 2028 2031
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S t a t e  of A la s k a
D iv is ion  of R e t i r e m e n t  & B e n e f i t s
N o rm al  C o s t  R a te  a n d  A c tu a r ia l  C o m p u te d  R a te  f ro m  FY 1983 th ro u g h  FY 2006

Valuation 
report date

Fiscal 
year of 

rate

N orm al 
C o s t  r a te  

PE R S

Actuarial 
Computed 
Rate PERS

N orm al
C o s t
rate
TRS

Actuarial 
Computed 
Rate TRS

1980 1983 11.46% 13.78% 11.95% 16.84%

1981
1982
1983
1984
1985

1934
1985
1986
1987
1988

12.03%
11.36%
11.82%
12.31%
11.13%

13.68%
13.62%
13.59%
13.84%

9.55%

13.51%
13.64%
13.13%
13.91%
11.62%

17.42%
17.96%
17.36%
13.28%
13.28%

1986
1987
1988
1989
1990

1989
1990
1991
1992
1993

10.20%  
9 .23%  

10.37%  
12.00%  
12.83%

9.38%
9.30%

12.00%
14.20%
13.58%

9.36%
9.14%

11.86%
13.26%
14.07%

11.16%
8.19%

12.27%
15.16%
19.65%

1991
1992
1993
1994
1995

1994
1995
1996
1997
1998

10.18%
10.90%
11.29%
10.36%
10.61%

13.72%
13.70%
12.82%
12.14%
11.90%

9.05%
8.57%
9.06%
9.70%

10.10%

15.59%
13.36%
12.48%
14.96%
14.94%

1996
1997
1998
1999
2000

1999
2000  
2001 
2002  
2003

9.85%
9.89%
8.67%
8.07%

10.07%

7.74%
7 36%
7.03%
6.56%
6.12%  
C *7*70/

8.97%
9.21%
8.99%
8.88%
9.40%

4 n mo/_

10.52%
13.00%
10.55%

7.09%
8.29%

1A Ad<>/~

2002
2003

2005
2006

13.31%
13.24%

24.91%
2.5.63%

14.76%
14.28%

35 .57%
38 ,35%

Normal Cost Rate; present value of be nufits, which arc expected to be credited with respect to service 
during the year beginning on tho valuation date

'Vctunrial Computed Rale: after comparing plan assets and liabilities, an actuarial rate is computed that wouid rally 
urid the retirement systems over 25 years. There are two components, the normal cost rat and the past scrvi. e 
atu necessary to pay any unfunded liability both rales account for differences between a dual experience versus 
mtiapated results, changes in actuarial assumptions and I or methods, changes m statutory provisions, and th 
Jifterunce between the rate actually adopted by the Boards for a particular year versus the .omputed rate

Page 24



TRS

Possible Medical Scenarios for member before Medicare eligible (currently age 60 -  
65) according to IIP 238 -  2% IIRA contribution

T R S  early  hire, 30 years, retires at 60 mo. 
Pre-M edicare -  90%  subsidy

Am ount in dollars

Cost of medical 301,491

Am ount o f  subsidy 200,739

A m ount paid by H R A 213,838

Net out o f  pocket expense to retiree 60 mo. 
Pre-M edicare m edical coverage

-113,086

Page 12

T R S late hire, 20 years, retires at 60 mo. 
Prc-M edicare -  60%  subsidy

Am ount in dollars

Cost of medical 145,022

Am ount o f  subsidy 64,373

A m ount paid by HRA 79,518

Net out o f  pocket expense to retiree 60 mo. 
Pre-M edicare m edical coverage

1,131

Page 14

TRS late hire, 20 jea rs ,  retires at 60 mo. 
P re-M edicare with spouse -  60% subsidy

Am uunt in dollars

Cost o f  medical 290,044

Amount ol subsidy 128,745

Am ount paid by HRA 72,101

Net out of pocket expense  to retiree 60 mo. 
Prc-M cdicarc medical coverage

89,198

Page 15



PERS

Possib le  M ed ica l  S c e n a r io s  fo r  m e m b e r  b e fo re  M e d ic a re  elig ib le  ( c u r re n t ly  age  60 -  
65) a c c o rd in g  to IIB  238 - 2 %  I IR A  c o n tr ib u t io n

PERS “other" early hire, 30 years, retires at 
60 mo. Pre-M edicare -  90%  subsidy

Am ount in dollars

Cost o f  medical 304,491

Am ount o f  subsidy 200,739

Am ount paid by HRA 160,578

Net out o f  pocket expense to retiree 60 mo. 
Pre-M edicare medical coverage

-56,826
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PERS “other" late hire, 20 years, retires at 
60 mo. Pre-Medicare with spouse -  60%  
subsidy

Am ount in dollars

Cost o f  medical 1 290,(144

Am ount of subsidy 128,| | f

Amount paid by 1 IRA M .563

Net out o f  nockcl expense to retiree 60 mo. 
Pre-M edicare medical coverage

106,736
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PERS "other” late hire, 20 years, retires at 
60 mo. Pre-Medicare - 60% subsidv

Amount in dollars

Cost of medical 1 15,022

Amount of subsidy 64,373

Amount paid by HR A 59.536

Net out o f  pocket expense to retiree 60 mo. 
Pre-M edicare medical coveiage

21,113

P age *1
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You have asked three questions regarding application o f  proposed legislative
modifications o f  the state’s public em ployees’ (PERS ) and teachers’ (TRS) retirement 
system s to current members o f  the systems. Those questions are:

1. Is it allowable to increase PERS and TRS contribution rates for individuals 
who became members o f  the sysiem s before the effective date o f  the rate 
increases?

2. Is it allowable to discontinue pre-funding the medical component or set a rate 
that targets less than 100 percent funding for existing members or new  
members?

3. Is it allowable to prospcctively not pay existing members new [or additional]

While we believe that definitive answers to these questions will only be provided 
by the Alaska Supreme Court, based on our review o f  existing case law our, short 
answers to these questions arc:

ad hoc post retirement pension adjustments (PRPAs)? If not, could a new  
statutory provision reduce the existing number o f  members eligible for this 
benefit prospcctively to reduce costs to the system?

1. PERS and TRS contribution rates may be increased for individuals who  
became members o f the systems before the effective date o f  the rale increases 
i f  the increases are accompanied by comparable enhancements to benefits.
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2. Pre-funding o f  the medical component o f  PERS and TRS benefits, to the 
extent that pre-funding would be considered an accrued benefit, may not be 
discontinued for members who were employed during the period that statutes 
required pre-funding. Funding o f  medical benefits may be set at less than 
100% funding for new members.

3. I f  the financial condition o f  the funds does not permit payment o f  the PRPA, 
it is allowable to prospectively not pay existing members new [or additional] 
ad hoc PRPAs. A  new statutory provision cannot reduce the existing number 
o f  members who retain a vested right to a PRPA i f  one is awarded, unless the 
new statutory provision includes comparable enhancements to benefits.

The above responses might be different i f  it were established that application o f  
modification o f  the retirement system s to current members is necessary to allow the 
retirement system s to pay current benefit claims.

A L A SK A  C A SE LAW

Each o f  these questions raises substantial legal issues under Alaska Constitution 
article XII, section 7, as interpreted by the Alaska Supreme Court. That constitutional 
provision provides:

R etirem ent System s. Membership in employee retirement system s 
o f  the State or its political subdivisions shall constitute a contractual 
relationship. Accrued benefits o f  those system s shall not be 
diminished or impaired.

There is a substantial body o f  Alaska jurisprudence interpreting article XII, 
section 7 o f  the Alaska Constitution. Since this case law guides our advice on the issues 
you have raised, w e provide the following synopses o f  the most pertinent Alaska 
Supreme Court cases.

State ex rel. H am m on d  v. A llen , 625 P.2d 844 (A laska 1981)

The Alaska Supreme Court first interpreted Alaska Constitution article XII, 
section 7 in the case o f  State ex r e l Hammond  v. A llen , 625 P.2d 844 (Alaska 1981). 
That case involved the Elected Public Officers' Retirement System (EPORS), which was 
established by the enactment o f  chapter 205, SLA 1975. A referendum petition to repeal 
the Act was filed in September 1975, before the Act became effective on
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January 1, 1976.1 Following passage o f  the referendum by a substantial majority o f  the 
voters in an election on August 24, 1976 (effective October 14, 1976), the state filed an 
action for declaratory judgment, arguing that article XII, section 7 did not apply and that 
the repeal was effective as to “officials who were participating in EPORS at the time o f  
its repeal, but who were not then entitled to benefits.” 625 P. 2d at 845.

The court held that article XII, section 7 did apply, and that even “the extreme 
likelihood o f  the subsequent repeal” o f  EPORS did not constitute an implicit condition 
subsequent that would extinguish the state’s contractual obligation to provide benefits 
under EPORS.2 The court concluded that “[a]ll elected officials who were participating 
in EPORS at the time its repeal became effective w ill, therefore, be entitled to the 
benefits provided by that system upon retirement.” Under this holding, the state was 
required to permit even those EPORS members who had not met the minimum age or 
service requirements for retirement to continue to participate in the repealed retirement 
system.

H am m on d  v. H offbeck. 627 P.2d 1052 (A laska 198U

Later in 1981, the court issued its opinion in Hammond v. Hoffbeck, 627 P.2d 1052 
(Alaska 1981). In that case, public safety employees challenged statutory changes 
enacted in 1976 regarding PERS occupational disability and death benefits. Two o f  the 
challenged statutory changes reduced the amount o f  benefits, and one m odified the 
eligibility requirements for occupational disability benefits.

The court first had to address whether an em ployee’s rights to benefits under 
PERS vest on employment and enrollment in ihc system or only at the time when the 
employee becom es eligible to receive those benefits. The court ruled that under the 
Alaska Constitution, the former applied.3 The court stated

1 The repealed provisions o f  EPORS arc set out in the editor’s notes to AS 39.37.

The court observed “[w]e believe that i f  the possibility o f  repeal o f  a law could 
function as an implicit condition subsequent to a contract formed under that law, the 
protection o f  contract rights afforded by article XII, section 7, would be seriously 
eroded.”

The court noted that it had "previously held that the phrase ‘accrued rights’ is 
synonymous with ‘vested’ rights. Bidwcll v. Schecle, 355 P.2d 584, 586 (Alaska I960).” 
Id. at n.4.
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We are o f  the view  that the plain meaning o f  Alaska Const. Art. XII,
§ 7, as well as the purposes underlying its adoption, compels such a 
conclusion. Furthermore, a review o f  the relevant case authority 
from several jurisdictions has persuaded us that this rule represents 
the better reasoned o f  the alternative approaches that have been 
adopted. The rule that regards members’ rights in public em ployees’ 
benefits system s as vested only at the time which an individual 
em ployee is eligible to receive payment o f  those benefits necessarily 
depends in som e degree upon the anachronistic notion that such 
benefits are in the “nature o f  a bounty springing from the 
appreciation and graciousness o f  the sovereign.” . . . .  Under the rule 
mandated by Alaska’s Constitution, on the other hand, these benefits 
are regarded as an element o f the bargained-for consideration given  
in exchange for an em ployee’s assumption and performance o f  his 
employment. This approach, in our view, more accurately reflects 
the realities o f  public employment in Alaska.

Id. at 1056-57 (citations omitted). Therefore, the court held

that benefits under PERS are in the nature o f  deferred compensation 
and that the right to such benefits vests immediately upon an 
em ployee’s enrollment in that system.

Id. at 1057.

Recognizing that “rigid adherence to labels like ‘gratuity,’ ‘com pensation,’ 
‘contract,’ and vested rights’ has not allowed the courts the flexibility necessary to deal 
properly with legitimate legislative response to changing economic and social 
conditions," the court found California’s ‘“ limited vesting’ approach to be instructive.” 
Id. The court agreed with the California court’s analysis4 and held

Citing Betts v. B oard o f  Administration o f  the Public E m ployees' Retirement 
System, 582 P.2d 614, 617 (1978) (1974 amendment changing “fluctuating” computation 
method to less beneficial “fixed" computation method included no comparable new  
advantages and could not constitutionally be applied to official whose employment was 
performed before the amendment); Allen  v. City o f  Long Beach, 287 P.2d 765 (CA 1955) 
(invalidating city’s increase in em ployee contribution rate, change in method o f  
computing benefits, and change in contribution requirements upon reinstatement o f  
employment following absence for military service).
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the fact that rights in PERS vest on employment does not preclude
modifications o f  the system; that fact does, however, require that any
changes in the system that operate to a given em ployee’s 
disadvantage must be offset by comparable new advantages to that 
employee.

Id. The court reserved judgment on changes to the retirement system that might be
needed to sustain a retirement system that could not pay all the benefits it owed. In
footnote 11, the court stated:

We are not called upon to consider the problem, which has 
frequently arisen in other jurisdictions, presented by a pension fund 
that is insufficient to satisfy all em ployee claims brought under its 
provisions. W e intimate no view as to the appropriate legal analysis 
o f  any legislative alteration in employee benefits system s made in 
response to such circumstances.

Id.

Addressing the amendment to the method o f  computation o f  PERS occupational 
disability benefits, the court held that “at least as to some individuals, the new system  
cannot be said to offer advantages which outweigh its obvious disadvantages.” Id. at 
1058.

Regarding the change in eligibility requirements for occupational disability 
benefits, the court rejected the state’s argument that eligibility standards were not part o f  
the vested benefits protected by article XII, section 7. The court stated that the protected 
vested benefits “necessarily include not only the dollar amount o f  the benefits payable, 
but the requirements for eligibility as w ell.” The court regarded “it as self-evident that 
this change will entail serious disadvantage” to certain injured public safety em ployees. 
Id.

The court rejected the state’s argument that modification to PERS death benefits 
could be applied to current em ployees because rights to those benefits do not vest until 
the death o f  an em ployee. The court reasoned
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It is not the vesting o f  survivors’ benefits that is at issue; it is rather 
the vesting o f  em ployee benefits. The fact that part o f  an
em ployee’s benefit package is, effectively, a life insurance policy, 
the proceeds o f  which will never be received by the employee, does 
not make that whole package any less an element o f  the 
consideration that the state contracts to tender in exchange for 
services rendered by the employee.

Id. at 1059.

The court concluded that the three challenged modifications to PERS “violate 
Alaska Const. Art. XII, § 7, as to those public safety em ployees who are adversely 
affected by them.” The court noted “that a determination o f  whether vested rights to 
benefits have been diminished must be made on a case-by-case basis" and that the 
“choice is best made by each affected individual.” Id. However, the court reversed the 
superior court’s holding that the amendn rnts were invalid as to all public safety  
em ployees. The court’s interpretation rendered “the 1976 amendments . . . constitutional 
except as to public safety employees hired before July 1, 1976, who opt to receive 
benefits under the system in effect at the time they were hired.” Id.

S h effie ld  v. A PE A . 732 P.2d 1083 (Alaska 19871

The court next interpreted Alaska Constitution article XII, section 7 in the case o f  
Sheffield  v. APEA, 732 P.2d 1083 (Alaska 1987). That case involved statutes allowing 
em ployees to take early retirement, and also requiring that early retirement benefits be 
actuarially adjusted. “Actuarial adjustment” was statutorily defined as “equality in value 
o f  the aggregate expected payments under two different forms o f  pension payments, 
considering expected mortality and interest camings on the basis o f  tables adopted from 
time to time by the board.”

A new, more accurate table o f  early retirement factors adopted by the board in 
1981 resulted in computation o f  slightly lower early retirement benefits than the 1972 
table o f  factors previously in effect. APEA sued to prevent application o f  the factors in 
the new table to employees hired before the board adopted the new table. APEA also 
stipulated that the factors set out in the new table came “closer to achieving equality in 
value o f  aggregate payments as between early and normal retirement than would be 
possible under the old factors.” Id. at 1084
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The court quoted favorably from a case interpreting M assachusetts’ law regarding 
contractual rights to public em ployee retirement benefits:

The minimal meaning ... is that the “contract” is formed when a 
person becomes a member by entering the employment, and he is 
entitled to have the level o f  rights and benefits then in force 
p reserved  in substance in his fa v o r  w ithout any modification  
dow nw ards.... When we speak o f  the level o f  rights and benefits 
protected by [this statute] w e mean the pra ctica l effect o f  the whole 
com plex o f  provisions  not excluding the [em ployees’ contributions], 
for an increase in the [rate thereof] is little different from a 
diminution o f  the allowance.

Id. at 1087, quoting Opinion o f  the Justices, 303 N.E.2d 320, 327 (Mass. 1973) (emphasis 
added by court). Adhering to its case-by-case diminishment analysis in Hoffbeck, the 
court held that em ployees had a vested right to application o f  the more-favorable factors 
in effect during their employment. The court noted that

If the PERS board repeatedly revises the tables during the course o f  an em ployee’s 
employm ent, we think the employee should be permitted to elect which o f  those tables 
w ill apply to the computation o f  his or her PERS early retirement benefits. Cf. Hoffbeck, 
627 P .2d at 1059 n. 13 (“Upon remand the state is to give requisite notice to and a 
reasonable time for all those public safety employees affected to exercise their right to 
choose which system  they desire to come under.”).

Id. at 1089 n.13. The court explained

To hold tha,. em ployees have a right only to early retirement benefits which are 
subject to actuarial changes until retirement would vitiate Alaska’s constitutional 
protection o f  accrued benefits fo* those employees who anticipate early retirement: they 
could not count on any particular amount o f  pension but only that they wiE receive one. 
We therefore hold that the plain meaning o f  Alaska Const. Art. XII, § 7 should be 
interpreted to cover the diminution in early retirement benefits at issue, without regard to 
the fact that the diminution is accomplished through regulations (the actuarial factors) 
contemplated by the PERS statutes.

Id. at 1089.
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F lisock  v. State, Div. o f  R etirem ent and Benefits, 818 P.2d 640 (A laska 19911

In 1991, the court again interpreted Alaska Constitution article XII, section 7 in 
the case o f  Flisock v. State, Div. o f  Retirement and Benefits, P18 P.2d 640 (Alaska 1991). 
That case involved a claim by a TRS member that the determination o f  the “base salary” 
to be used in the computation o f  his benefit should include a lump sum payment he 
received for unused leave he accrued during a six  year period o f  employment with one o f  
his employers.

The court stated the first issue in the case as being whether the Alaska Constitution 
required “that F lisock’s retirement benefits be calculated in accordance with the law and 
practice in 1969, the year in which he first entered” TRS. Id. at 643. Citing the Hoffbeck  
and Sheffield cases, the court held that “Flisock is entitled to have his benefits calculated 
according to 1969 law .” Id. The court interpreted the law in effect in 1969 as allowing  
Flisock to include in his base salary the portion o f  the lump sum that represented 
compensation for unused leave accrued during the three years used for computation o f  his 
benefit. Id. at 644.

M unicipality o f  A n ch orase  v. Gallion, 944 P .2d 436 (Alaska 1997)

In 1997, the Alaska Supreme Court issued its opinion in the case o f  M unicipality 
o f  Anchorage  v. Gallion, 944 P.2d 436 (Alaska 1997). That case involved a challenge to 
a Municipality o f  Anchorage (MOA) ordinance that affected the funding o f  the 
Anchorage Police and Fire Retirement System (APFRS). APFRS consisted o f  three 
plans with different levels o f  benefits and eligibility requirements, and with membership 
based primarily on date o f  hire. In 1994, Plans I and II were more than 100 percent 
funded, and Plan III was 89 percent funded. Although M OA had historically funded the 
plans separately under its ordinances, in 1994 M OA enacted an ordinance providing that 
contributions were not required i f  “the Board’s actuary determines that the funds 
necessary to pay the actuarial liability for the benefits for system members contained 
herein are available from the total assets o f  the system .” Id. at 439. MOA had already 
suspended contributions to Plans I and II. Based on the new ordinance, and the fact that 
the system considered as a whole was funded at over 100 percent o f  projected liabilities, 
MOA discontinued contributions to Plan III.

Anchorage Police and Fire Retirement System members sued on behalf o f  Plans I 
and II, contending that M O A's diversion o f  funds from those plans violated Alaska 
Constitution article XII, section 7. In discussing the constitutional standard to be applied, 
the court pointed out that, in the Sheffield case, it had adopted the reasoning o f  the 
Massachusetts Supreme Court when
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we made it clear that the benefits in force at the time o f  enrollment 
in the system will be protected, stating:
[A member] is entitled to have the level o f  rights and benefits then in 

force preserved  in substance in his fa v o r  without any 
modification downwards. ... When we speak o f  the level o f  
rights and benefits protected by [this statute] we mean the 
p ra ctica l effect o f  the whole complex ofprovisions....

Id. at 1087 (quoting Opinion o f  the Justices, 364 Mass. 847, 303 
N.E.2d 320, 327 (1973) (emphasis added)).

Id. at 441. D ispelling any notion that rights protected by the constitution are limited to 
the amount o f  and eligibility requirements for benefits,5 the court held that M O A’s 
ordinance impaired

the vested right o f  members o f  Plans I and II to have the actuarial 
soundness o f  those plans evaluated and maintained separately 
without being affected by the soundness o f  other plans. That failure 
impairs the ability o f  Plans I and II to withstand future 
contm gencies, such as increases in plan obligations, declines in 
investment revenue, and inability by MOA to fund any shortfall. It 
is therefore unconstitutional.

Id. at 444. The court declined to adopt the reasoning o f  case law from other jurisdictions 
that upheld allocations o f  fund earnings or surpluses to supplemental benefits because 
those allocations did not diminish or impair payment o f  full benefits6 or to an 
underfunded plan because the system remained actuarially sound.7 Instead, the court was 
persuaded by Valdes v. C o iy , 139 Cal. App.3d 773, 189 Cal. Rptr. 212 (1983). In Valdes, 
the Court o f  Appeal for the Third District o f  California held that provisions o f  emergency

In the 1988 case o f  Rice v. Rice, 757 l'.2d 60 (Alaska 1988), the court mentioned 
that “[t]hc modifications to PERS which wc have found to operate to disadvantage an 
em ployee are those changes which reduce the dollar amount o f  the benefits payable or the 
requirements for eligibility.” 757 P.2d at 62 (citations omitted).

6 Poggi v. C ity o f  N ew  York, 109 A.D.2d 265, 491 N .Y .S.2d 331 (1985), aff'd, 67 
N.Y.2d 794, 501 N .Y .S.2d 397 (1986); H alstead v. C ity o f  Flint, 127 Mich. App. 148, 
338 N.W .2d 903 (1983).

State ex rel. Dadism an  v. Caperton, 413 S.E.2d 684 (W. Va. 1991).
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legislation passed by the California legislature suspending employer contributions to the 
state’s retirement systems for three months during a budget crisis interfered “with vested  
contractual rights o f  PERS members.” 189 Cal. Rptr. at 223. The Alaska Supreme Court 
explained that, although the California legislature’s action

had not reduced em ployee benefits under the system, the [California] 
court determined that the state could not suspend its statutorily 
defined contributions absent actuarial input to insure that the system  
would remain actuarially sound. Id. at 223. The court stated that 
although an employee may not suffer out o f  pocket expenses, “the 
interest o f  the em ployee at issue here is the security and integrity o f  
the funds available to pay future benefits.” Id. at 222.

944 P.2d at 445.

Duncan v. R etired  Public E m ployees o f  A laska, 71 P.3d 882 (Alaska 2003)

The Alaska Supreme Court’s most recent case interpreting Alaska Constitution 
article XII, section 7 is Duncan v. R etired Public Em ployees o f  Alaska , 71 P.3d 882 
(Alaska 2003). In that case, Retired Public Employees o f  Alaska and other plaintiffs 
challenged modifications to the retiree health plan made by the state in 1999 and 2000. 
Som e o f  the modifications “provided greater benefits; others were disadvantageous to 
retirees.” Id. at 885. In its overview o f  article XII, section 7, the court quoted from its 
HoJJbeck analysis o f  the vesting o f  an em ployee’s right to benefits upon employment and 
enrollment in the system , and explained that “[t]his means that system benefits offered to 
retirees when an em ployee is first employed and as improved during the em ployee’s 
tenure may not be ‘diminished or impaired.”’ Id. at 880-87. The court reiterated that 
vested benefits arc subject to reasonable modification, *‘[b]ut to be sustained as 
reasonable, changes that result in disadvantages to em ployees should be accompanied by 
comparable new advantages.” Id.

The court rejected the state’s argument that health insurance ocncfits, which were 
not provided by territorial retirement systems when the Alaska Constitution was ralifie \  
were not intended to constitute “accrued benefits.” The court observed that its “case law 
suggests that ‘accrued benefits’ should be defined broadly." Id. at 887. The court 
concluded
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that the term "accrued benefits” is not limited to just the benefits that 
were provided to public employees at the time o f  ratification o f  the 
constitution. Instead, the term includes all retirement benefits that 
make up the retirement benefit package that becom es part o f  the 
contract o f  employment when the public em ployee is hired, 
including health insurance benefits.

Id. at 888. The court acknowledged “that medical costs are rapidly rising, making 
health insurance increasingly difficult to provide. But we do not believe that this fact is 
o f  sufficient weight to change the meaning o f  the plain language o f  article XII, 
section 7.” Id.

The court also rejected the state’s argument that the “accrued benefit” was not the 
level o f  coverage provided, but was the highest amount o f  the monthly premium for 
retiree health coverage in effect during an em ployee’s employment. The court stated

The natural and ordinary meaning o f  “benefits” in a health insurance 
context rcfeis to the coverage provided rather than the cost o f  the 
insurance. Further, the various em ployee publications promise 
coverage, not merely payment o f  a particular premium.

Id. at 888-89. The court acknowledged that “[t]he state’s argument that the pension 
system may at som e point be threatened by increasing costs o f  health care is a serious 
one. Again however, we do not believe that this argument is sufficient to change the 
meaning o f  the constitutional language in question." Id.

The court agreed with the state's third argument, concluding that the determination 
o f  whether detrimental changes in retiree health coverage are offset by comparable new  
beneficial changes must be made from a group standpoint rather than on an 
individualized basis. The court reasoned that

Changes to fixed streams o f  income such as occupational disability 
and pension payments can be much more readily evaluated on an 
individual basis to determine whether they result in a net benefit than 
can changes to health insurance. Pension and occupational disability 
payments are, for the most part, predictable and fixed, while health 
insurance benefits change according to the unpredictable, changing 
medical needs o f  each individual.

Id. at 891. The court cautioned that
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equivalent value must be proven by reliable evidence. Just as with 
an individual comparative analysis, offsetting advantages should be 
established under the group approach by solid, statistical data drawn 
from actual experience—including accepted actuarial sources—rather 
than by unsupported hypothetical projections.

Id. at 892. The court indicated that som e individuals could suffer serious hardship from 
changes in medical coverage that are constitutionally acceptable from a group standpoint. 
Contrasting the serious hardship established in H offbeck  with the examples o f  detriments 
offered in the Duncan  case, which amounted to “at most several hundred dollars a year, 
without consideration o f  [offsetting] benefits,” the court stated that individuals who 
show ed serious hardship caused by substantial detriments that are not offset by  
comparable advantages “should be allowed to retain existing coverage.” Id.

R E SP O N S E  T O  Q U ESTIO N S

1. PERS and TRS contribution rates may be increased for individuals 
who became members of the systems before the effective date of the 
rate increases if the increases are accompanied by comparable 
enhancements to benefits.

Alaska Supreme Court case law summarized above is clear in establishing the date 
o f  enrollment in a public retirement system as the date upon vh ich  an em ployee’s rights 
are “vested” or “accrued” r der the retirement sy stem .8 That case law also establishes 
that “accrued benefits” protected by article XII, section 7 broadly include not just the 
amount o f  and eligibility requirements for benefits, but also “the practical effect o f  the 
w hole com plex o f  provisions” o f  the systems. Gallion, 944 P.2d at 441; Sheffield, 732 
P.2d at 1087 (both quoting Opinion o f  the Justices, 303 N.E.2d 320, 327 (Mass. 1973)).

Although a majority o f  the Alaska Supreme Court has not addressed the specific 
issue o f  the circumstances under which the state’s retirement system s may be amended to 
raise em ployee contribution level';, cases that the court has cited, and on which the court 
has relied, do address the issue.

Following the Alaska Supreme Court’s issuance o f  its opinion in Hoffbeck, this 
office advised the commissioner o f  administration that the state could not, by statute, 
raise the em ployee contribution rate for teachers employed before the rate increase. 1983 
Inf. Op. A tt’y. Gen. (366-329-83; February 14).
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The Alaska Supreme Court cited the 1955 case o i  Allen  v. C ity o f  Long Beach, 287  
P.2d 765 (CA 1955), in Hoffbeck, adopting the California Supreme Court’s “limited 
vesting” and “comparable advantage” approach. Hoffbeck, 627 P.2d at 1057. In the C ity  
o f  Long Beach  case, the California court specifically considered the 1951 modification o f  
a pension plan by the city, increasing the contribution rate o f  em ployees hired before
March 29, 1945, from 2 percent to 10 percent. The court stated that the change to the
c ity ’s charter:

substantially decreases plaintiffs’ pension rights without offering any 
commensurate advantages, and there is no evidence or claim that the 
changes enacted bear any material relation to the integrity or 
successful operation o f  the pension system established by section 
187 o f  the charter.

The provision raising the rate o f  an em ployee’s contribution to the
city pension fund from 2 percent o f  his salary to 10 percent
obviously constitutes a substantial increase in the cost o f  pension 
protection to the em ployee without any corresponding increase in the 
amount o f  the br cfit payments he w ill be entitled to receive upon 
his retirement.

287 P.2d at 767. The court invalidated the city charter provision increasing the 
contribution rate.9

Other California contribution rate cases include Wisley v. City o f  San D iego, 188 
Cal.App.2d 482, 10 Cal. Rptr. 765 (1961) (successive amendments gradually increasing 
employee contribution rates from one percent to eight percent were obviously detrimental 
and there was no showing o f  commensurate benefit or that increases were necessary to 
the integrity or successful operation o f  the pension program; holding that the contribution 
rate increases could not be sustained as reasonable as applied to the plaintiffs); and City 
o f  D owney  v. B oard o f  Administration. Public Employees Retirem ent System, 47 Cal. 
App.3d 621, 121 Cal. Rptr. 295 (1 9 /5 ) (detrimental change in contribution rate from 
individual actuarial computation o f  portion o f  benefits employee would receive to flat 
seven pcrv.mt o f  salary was outweighed by increase in retirement allowance, reduction in 
mandatory retirement age, and option o f  benefit for spouse).
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The Massachusetts case Opinion o f  the Justices, 303 N.E.2d 320 (Mass. 1973), on 
w hich the court relied in adopting the interpretation that “accrued benefits” include “the 
practical effect o f  the w hole complex o f  provisions” o f  the retirement system s (Gallion , 
944 P.2d at 441; Sheffield, 732 P.2d at 1087) also involved proposed legislation to raise 
the em ployee contribution rate.10 The Massachusetts court explained that a proposed 
increase in the em ployee contribution rate from five percent to seven percent

would mean a forty percent increase o f  the member contributions 
providing the annuity snare o f  the yearly allowance, and a 
comparable decrease in the pension share provided by the 
government, for the pension share represents roughly the difference 
between what the member has created in the way o f  an annuity and 
the fixed yearly retirement to whi *h he is entitled. The member 
would pay m or;  without any enlargement o f  the benefits.

303 N.E.2d at 324. The Massachusetts court stated

Legislation which w o ild materially increase present members’ 
contributions without any increase o f  the allowances finally payable 
to those members or any other adjustments carrying advantages to 
them, appears to be presumptively invalid-invalid, that is to say, 
unless saved by the reserved police powers. . . . That the 
maintenance o f  a retirement plan is heavily burdening a 
governmental unit has n*,t itself been permitted to serve as 
justification for a scaling down o f  benefits figuring in the ‘contir''' ’ 
although no case presenting proof o f  a catastrophic condition o f  the 
public finances has been put.

Massachusetts does not have a constitutional provision comparable to Alaska 
Constitution article XII, section 7. The court applied Massachusetts statute section 25(5) 
o f  G.L.. c. 32, which provided that the retirement system statutes “shal! be deemed to 
establish . . . membership in the retirement system as a contractual relationship under 
which members who are or may be retired for superannuation are entitle'! to co"h‘actuaI 
rights and benefits, and no amendments or alterations shall be made that will deprive any 
such member or any group o f  such members o f  their pension rights or benefits provided 
for thereunder, i f  such member or members have paid the stipulated contributions . . . .” 
303 N.E.2d at 322-23.
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Id. at 329-30 (citatio itted). The Massachusetts court concluded that the proposed 
increase in contribution ^ te  o f  members o f  the retirement system was presumptively 
invalid. Id. at 331. The court also concluded that the contribution rate could be applied 
to em ployees hired after enactment o f  the new rate. Id.

In addition to these cases from other jurisdictions on which the Alaska Supreme 
Court has relied, the case o f  Hudson v. Johnstone, 660 P.2d 1180 (Alaska 1983), provides 
insight as to the probable outcome o f  a challenge to application o f  increased contribution 
rates to current em ployees. In Johnstone, the Alaska Supreme Court considered 
amendments to the Judicial Retirement System (JRS). Before July 1, 1978, judges were 
not required to make contributions to JRS. Amendments enacted in 1978 kept JRS non­
contributory forju dges appointed before July 1, 1978, and made JRS contributory for 
judges hired after that date. AS 22.25.011. The court upheld the amendments, without 
citing Alaska Constitution article XII, section 7. Justice Rabinowitz wrote a concurring 
opinion analyzing that constitutional provision, and opined:

. . . .  under the provisions o f  article XII, section 7, justices and 
judges appointed on or before July 1, 1978, are constitutionally 
entitled to receive benefits under the non-contribution retirement 
system established prior to the enactment o f  AS 22.25.011. Thus the 
legislature is precluded from requiring such judges to contribute 
toward their retirement benefits even when they commence new  
“terms o f  office.”

Id. at 1187. Justice Rabinowitz reviewed the 1981 cases o f  State  v. Allen  and Ham m ond  
v. Hoffbeck, and stated his view that those cases “preclude the legislature from requiring 
the members o f  the judiciary appointed on or before July 1, 1978, from contributing 
toward their retirement benefits, absent some offsetting comparable new advantage.” Id. 
at 1188.

In your request for advice, you mention a mcmor; ndum dated January 29, 2005, 
from the Legislative Affairs A gency’s Division o f  Legal and Research Services (“LAA  
memorandum") to Representative Mike Kelly regarding “[ajccrued benefits o f  public 
employm ent retirements systems and legislative changes to the em ployee contribution 
rate.” That memorandum acknowledges that, under H o ff eck, a challenge may be raised 
to an increase in employee contributior rates, but states th. t
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[a] strong counter argument could be made that the employee 
contribution rates are not part o f  the ‘accrued benefit’ to which 
members are entitled. The accrued benefits are the rights to receive 
the retirement and medical plan offered upon employment; the rights 
accrue as they are earned. A person’s contribution rate cannot be 
changed retroactively for benefits that have already accrued, 
however, it can be argued that the employee contribution rate can 
change prospectively to pay for vested benefits.

T hese statements and the analysis that follows them in the LAA memorandum are not 
consistent with the Alaska Supreme Court’s repeated rulings that an em ployee’s rights 
under the retirement systems vest -  i.e., are “accrued” -  at the time the em ployee first 
enrolls in the system, and that those accrued rights include not only the amount o f and 
eligibility requirements for benefits, but also “the practical effect o f  the whole complex o f  
provisions” o f  the system s.11 In the one case cited by the LAA memorandum in which an 
increase in the contribution rate o f  a group o f  teachers was approved, the Michigan 
Supreme Court relied on Michigan constitutional history indicating that the framers 
intended to protect retirees from diminishment o f  rights "after the service has been 
performed.” Request fo r  A dvisory Opinion, In re Enrolled Senate B ill 1269, 389 Mich. 
659, 209 N .W .2d 200, 202 (Mich. 1973). There is no comparable Alaska constitutional 
history, and this is contrary to Alaska case law regarding accrual o f  benefits under the 
Alaska Constitution.12

1 The LAA opinion discusses the Hoffbeck case, then states that “the next discussion  
o f  Article XII, sec. 7 by the Alaska Supreme Court occurred in 2003” citing the Duncan 
case. The LAA memorandum docs not address the earlier H ammond  v. Allen case, or the 
intervening Sheffiela v. APEA, Flisock v. State, and MOA v. Gallion cases.

The case cited in the LAA memorandum in support o f  the proposition that public 
em ployees could choose to resign instead o f  paying increased contributions did not 
construe a retirement statute. In Cook v. City o f  Binghamton, 398 N.E.2d 525 (N.Y. 
1979), the court upheld changes to a general law that provided for continued payment o f  
salary and medical benefits to certain firemen who were disabled by injuries while 
performing their duties.
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1 he LAA memorandum correctly points out that increases in contribution rates 
have been applied to current employees in the past -  specifically in 1986 for PERS 
members and in 1990 for TRS members -  without creating a new tier and without 
drawing legal challenges.13 However, the 1986 and 1990 legislation that raised the 
contribution rates included provisions intended to enhance benefits to offset the rate 
increases. For example, in addition to increasing the PERS contribution rate, the 1986 
legislation added the automatic actuarially funded PRPA, increased som e o f  the 
multipliers for computation o f  benefits, and made contributions pre-tax. Ch. 82, SLA  
1986.

The bill review  that the attorney general’s office provided to the Governor in 1986 
described the increase in the contribution rates for PERS members, and explained that 
because o f  the pre-tax treatment, little if  any change in the take-home pay o f  em ployees 
w ould r e s u l t .T h e  bill review also explained that the bill provided ‘‘additional benefits 
to . . . offset any diminution in benefits resulting from the increase in the contribution 
rate. The most significant and valuable o f  these additional benefits is the automat::, 
actuarially funded (PRPA) . . . .” Other provisions o f  the 1986 legislation that would  
constitute diminishments o f  benefits, such as the increase in early and normal retirement 
ages, the requirements that retirees under the age o f  60 pay full premiums and retirees 
betw een the ages o f  60 and 65 pay half premiums for medical coverage, and lim its on 
inclusion o f  geographic cost o f  living differentials in computation o f  benefits, were made 
applicable only to em ployees hired after July 1, 1986 (this created PERS Tier II).

Similarly, Ch. 97, SLA 1990 raised the TRS contribution rates, and also made 
offsetting changes making the contributions pre-tax, increasing a multiplier, and adding 
the automatic actuarially funded PRPA. Again, the increase in the early and normal 
retirement ages for teachers with less than 20 years o f  service and the medical coverage 
premium requirement applied only to teachers hired after June 31, 1990 (this created TRS 
Tier II).

Footnote 3 o f  the LAA memorandum mentions that the contribution rate was "last 
increased in 1999" for PERS school district employees. However, the 1999 contribution 
rate increase was not imposed on school district PERS em ployees. Under the 1999 
legislation, noncertificatcd PERS employees o f  school districts who worked during the 
school year, and therefore did not accrue a whole year o f  service credit under PERS each 
year, were allowed to eject to pay a higher contribution rate in exchange for accrual o f  a 
full year o f  service credit. Ch. 22, SLA 1999.

File no. 883-86-0140.
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In applying Alaska Supreme Court case law interpreting Alaska Constitution 
article XII, section 7 to your first question, w e conclude that legislation increasing the 
PERS and TRS contribution rates for employees who became members o f  the system s 
before the effective date o f  the rate increases is likely to face a serious legal challenge. 
Because this kind o f  dispute is resolved on a case-by-case basis, only a definitive opinion 
o f  the Alaska Supreme Court will provide certainty as to the outcome o f  the challenge. 
However, w e can say that i f  the increases are accompanied by comparable enhancements 
to benefits, the prospects o f  prevailing are increased.

2. Pre-funding of the medical component of PERS and TRS benefits may 
not be discontinued for members who were employed during the 
period that the statutes required pre-funding. Funding of medical 
benefits may be set at less than 100 percent funding for new members.

State law requires employer contribution rates to be calculated in amounts 
sufficient, when combined with em ployee contributions, “to provide the benefits 
ea rn ed .. . . ” AS 39.35.250; see also  A S 14.25.070. Under PERS each employer, 
including the state, is required to provide in its budget for the payment o f  the 
contributions, and to remit the payments monthly. A S 39.35.260, 39.35.270, and 
39.35.280. Additionally, AS 39.30.095(b), requires the com m issioner o f  administration, 
after obtaining the advice o f  an actuary, to determine and set the rate o f  employer 
contribution and em ployee contribution, i f  any, required for payment to the group health 
and life benefits fund for payment o f  benefits including retiree health benefits.

As explained in the summary o f  the Duncan case above, the Alaska Supreme 
Court has held that health benefits provided by the state's retirement system statutes are 
part o f  “the retirement benefit package that becom es part o f  the contract o f  employment 
when the public em ployee is hired.” 71 P.3d at 888. As such, retiree health benefits arc 
am ong the benefits that must be included in the PERS and TRS employer contribution 
rates under AS 14.25.070, AS 39.30.095, and AS 39.35.250-39.35.290. We understand 
that, in accordance with these statutes, employer contribution rates have historically been 
set to fully fund retiree health benefits.

In a memorandum o f  advice dated December 2, 1992, this office addressed the 
question o f  "whether the governor is constitutionally or statutorily mandated to include in 
the budget, and the legislature is constitutionally mandated to appropriate, those 
em ployer contributions that arc prescribed by the boards o f  the various retirement 
system s to keep the system s actuarially sound." 1992 Inf. Op. Att’y Gen. (663-92-0073; 
December 2). We advised that “we believe the court would hold that article XII,



Hon. Ray M atiashowski, Commissioner
Department o f  Administration
Re: Retirement system  amendments -  constitutional issues

April 20, 2005
Page 19

section 7, requires the funding o f  the retirement systems . . . . ” Id. at 3. That advice was 
tempered by the lack o f  Alaska case law directly addressing the question, and by the fact 
that recent case law from other jurisdictions created some uncertainty.

Since 1992, the Alaska Supreme Court decided the Gallion  case, holding that 
em ployees’ vested interest in the integrity and security o f  their plans could not be 
diminished by com bining the plans with a plan that was less actuarially sound. In 
G allion , the court was persuaded by the California Court o f  Appeal case relied upon in 
our 1992 memorandum o f  advice, Valdes v. C o ry }5 The court also declined to adopt the 
rationale o f  one o f  the cases that created uncertainty, State ex rel. Dadisman  v. Caperton, 
supra, n.7.

We adhere to the advice w e gave in 1992. We believe that the Alaska Supreme 
Court would hold that the “the practical effect o f  the whole complex o f  provisions” o f  the 
system s in which em ployees have accrued rights includes the statutory provisions for 
employer contributions and the state’s practice o f  establishing employer contribution 
rates that fully fund retiree medical benefits in accordance with those statutes.

The legislature may change the employer contribution statutes to provide for less 
than full funding o f  the retiree medical benefits o f  employees hired after the effective 
date o f  the legislation.16 We understand that no Governmental Generally Accepted 
Accounting Principle requires a public entity to fully actuarially fund retiree medical 
benefits. I f  the legislature chooses to enact such a change, in accordance with the court’s 
holding in the Gallion  case, past and future contributions for fully funded medical 
benefits for em ployees hired before the effective date o f  the legislation should be kept 
separate from contributions for underfunded medical benefits in the trust fund, in order to 
maintain the integrity and security o f  the fully funded benefits.

15 139 Cal. App.3d 773, 189 Cal. Rptr. 212 (1983). See also Board o f
Administration o f  the Public E m ployees' Retirement System  v. Wilson, 52 Cal. App.4th 
1109, 61 Cal. Rptr.2d 207 (1997) (state PERS em ployees’ contractual right to an 
actuarially sound system  was unconstitutionally impaired by amendment to employer 
contribution portion o f  funding methodology).

I,! It is also possible that such a change could be applied to benefit recipients whose
benefits arc based solely on service performed before the legislature first enacted 
legislation providing for employer-paid retiree medical benefits in 1975. Ch. 200, SLA  
1975. Those benefit recipients would not have a contractual right to prc-fundcd medical 
benefits arising from employment with the state.
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3. If  the financial condition of the funds does not permit payment of the 
PRPA, it is allowable to prospectively not pay existing members new 
[or additional] ad hoc PRPAs. A new statutory provision cannot 
reduce the existing number o f members who retain a vested right to a 
PRPA if one is awarded, unless the new statutory provision includes 
comparable enhancements to benefits.

Before July 1, 1986, for PERS, and before July 1,1990, for TRS, the retirement 
system  statutes provided for granting o f  post retirement pension adjustments to retirees i f  
the administrator determined that the cost o f  living had increased, and that the financial 
condition o f  the funds permitted. A S 14.25.143 (TRS); AS 39.35.475 (PERS). The 
amount o f  the PRPA was based on the increase o f  the cost o f  living since retirement, with 
a cap o f  four percent o f  the base benefit compounded for each year o f  retirement. The 
PRPAs were not automatic, and were considered discretionary or "ad hoc." Potential 
future PRPAs were not included in the actuarially-determined employer contribution 
rates.

In 1986 for PERS, and in 1990 for TRS, the legislature repealed the ad hoc 
PRPAs, and replaced them with actuarially funded automatic PRPAs. Sec. 41, ch. 82 
SLA 1986; scc.12, ch. 97 SLA 1990. The automatic PRPAs are paid to retirees age 60 or 
older, or who have been retired for at least five years from PERS or eight years from 
TRS. The amount o f  the PRPA for members who are at least 65 years old or who are 
receiving disability benefits is the lesser o f  75 percent o f  the cost o f  living increase in the 
preceding calendar year or nine percent. For other retirees eligible for PRPAs, the 
amount is the lesser o f  50 percent o f  the cost o f  living increase in the preceding calendar 
year or six percent.

Follow ing repeal o f  the PERS ad hoc PRPA and enactment o f  the automatic PERS 
PRPA in 1986, this office advised the commissioner o f  administration that the PERS and 
TRS ad hoc PRPAs could be withheld " if the administrator o f  the system s makes 
appropriate, factually supported findings regarding the condition o f  the retirement funds.” 
1990 Inf. Op. Att’y Gen. (663-90-0206; January 19). In that memorandum o f  advice, we
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acknowledged that “[bjecause the right to receive a specific type o f  retirement benefit, 
including the PRPA, vests upon the date o f  employment, the ad hoc PRPA remains viable 
for members o f  PERS hired before the effective date o f  ch. 82, SLA 1986.” Id. at l . 17

Based on the Alaska Supreme Court case law summarized above, the 
administrator must continue to consider annually whether the cost o f  living has increased 
and whether the financial condition o f  the retirement funds permits awarding o f  ad hoc 
PRPAs to retirees. It is not constitutionally allowable for legislation to reduce the 
existing number o f  members eligible to receive an ad hoc PRPA if  one is awarded, unless 
that legislation provides comparable offsetting benefits. However, as we noted in our 
memorandum o f  advice in 1990,

[t]o the extent possible, the division should also weigh other 
advantages provided by ch. 82, SLA 1986 [and ch. 97 SLA 1990]
(such as the increased [PERS] “multipliers” in the benefit formula 
applied to service accrued after June 30, 1986 in excess o f  10 and 20 
years) in determining whether a retiree is actually disadvantaged by 
the change in the . . .  PRPA.

Id. a t 2 .18

Legislation that limits the administrator’s discretion -  for example, legislation that 
allows award o f  an ad hoc PRPA only i f  a retirement fund is actuarially funded at over 
100 percent and employer contribution rates are set at less than eight percent -  would 
also be subject to challenge under the Alaska Supreme Court cases summarized above.

We also acknowledged this in pleadings filed in litigation filed by and on behalf o f  
retirees after the TRS ad hoc PRPA was repealed. National Education Association -  
Alaska  v. Usera, Case No. 3AN-91 8274 Civil. That litigation was settled in October 
1996. Each year since then, the administrator has considered whether to grant an ad hoc 
PRPA based on the increase o f  the cost o f  living and the financial conditions o f the 
retirement funds. The administrator denied ad hoc PRPAs for 2003 and 2004.

,h As with medical benefits, it is possible that there are benefit recipients whose 
benefits are based solely on service performed before the PRPA was first enacted for 
TRS in 1966 (ch. 151 SLA 1966) or for PERS in 1968 (ch. 235 SLA 1968). Such a 
benefit recipient would not have a contractual right to the ad hoc PRPA arising from 
employment with the state, and would be eligible only for the automatic PRPA.
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The constitutional rights o f  members regarding the ad hoc PRPA include the right to 
consideration o f  award o f  a PRPA based on the discretion existing under the repealed 
statu ter 19

4. The above responses might be different if it were established that 
application of modification of the retirement systems to current 
members is necessary to allow the retirement systems to pay current 
benefit claims.

A s explained above, the Alaska Supreme Court has not ruled on application to current 
members o f  changes to the retirement systems that might be necessary i f  a pension fund 
were “insufficient to satisfy all em ployee claims brought under its provisions.” H offbeck, 
627 P.2d at 1057 n.l 1. Although the Alaska Supreme Court has not established standards 
to be applied in such a case, analysis by the California court in the Valdes case may be 
instructive:

On the other hand, a substantial impairment may be constitutional if  
it is “reasonable and necessary to serve an important public 
purpose.” . . .

Both the California and United States Supreme Courts have 
identified iactors which may warrant legislative impairment o f  
vested contract rights on the grounds o f  necessity: “(1) the 
enactment serves to protect basic interests o f  society, (2) there is an 
emergency justification for the enactment, (3) the enactment is 
appropriate for the emergency and (4) the enactment is designed as a 
temporary measure, during which the vested contract rights are not 
lost but merely deferred for a brief period, interest running during 
the temporary deferment.”

189 Cal. Rptr. at 225-26 (citations omitted).

Using the above example o f  potential legislative restrictions, i f  the administrator 
historically awarded a PRPA when a retirement fund was at least 95 percent funded, 
employer contribution rates were set at 10 percent, and no other facts existed that would 
cause the administrator to determine that the condition o f  the fund did not permit the 
award o f  a PRPA, the legislative restrictions would diminish or impair the vested rights 
o f  retirees i f  those historical conditions were ever achieved again.
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If the Alaska Supreme Court adopted these standards for approving impairments 
based on reasonableness and necessity, it would consider the facts specific to the 
legislative enactment. W e are not in a position to express an opinion as to the adequacy 
under these standards o f  the reasons advanced by legislators in support o f  amendments to 
the retirement system s currently under consideration. W e must emphasize the 
importance o f  establishing as complete a record as possible for any justifications 
supporting the change i f  we are to conduct an effective defense.

Please let us know if  you need additional advice regarding these matters.

VBR:rca



Defined Benefits Plans vs. Defined Contribution Plans
Get the true facts

Defined Contribution plans don’t cost less, THEY COST MORE.

The ad m in istra tion  c o s ts  o f defined con trib u tion  p lan s are h igh er th an  defined benefit p lan s. The average co st  
of ad m in ister in g  a  defined  contribu tion  p lan  is  a b ou t 2% o f a sse ts ;  the average co st ol ad m in isterin g  a defined  
benefit p lan  is often tim es a s  low a s  0 .01%  o f total a s se ts . T his m ea n s  2% le s s  m oney into you r  retirem ent 
system  and  m ore for large in vestm en t firm s.

Call A lask a  PERS at 4 6 5 -4 4 6 0  an d  a sk  w h at their ad m in istrative  c o sts  are. Call th e A nchorage Police and  Fire 
R etirem ent sy stem  a t 3 4 3 -8 4 0 0  and  a sk  w h at the ad m in istra tive  co st are. Call any defined b en efits  p lan  in  
the S ta te  o f  A laska and  com pare th o se  co sts; you'll find th ey ’re m u ch  lower.

Defined Benefit plans outperform Defined Contribution plans in down markets.

A ccording to W atson W yatt W orldwide, a global co n su ltin g  firm for corporations, defined benefit p lan s do 
better th an  defined  contribu tion  p lan s in dow n m arkets. D efined benefit p la n s have better diversified  
portfolios and  are m ore p rofession ally  m anaged .

D on’t take our word, call W atson W yatt a t 2 1 2 -7 1 5 -7 0 0 0 .

( k v t r i l ik h o u
Defined Benefit plan outperform Defined Benefit plans in up markets.

A 2 0 0 0  stu d y  found th at ovet 2 0  years, public  em p loyees in a m andatory defined con trib u tion  p lan  posted  an  
average return o f 6-7%  com pared to 11% for the s ta le s  w ith  defined benefit p lans.

D on’t take our word, call the N ebrask a’s  PERS at 4 0 2 -4 7 1 -7 0 5 3  and  confirm  th ese  facts an d  see  w hy the  
State o f N ebraska converted  from a defined contribu tion  plan to a defined benefit plan. T hat is  why  
N ebraska’s  m iss io n  sta tem en t is: “The N ebraska Public E m p loyees’ R etirem ent S ystem  recogn izes the  
im portance o f a su c c e ss fu l retirem ent and  is  ded icated  to providing the h ig h est quality service n ecessary  to 
a ss is t  m em b ers in ach iev in g  th is g o a l.” S h o u ld n ’t th at be the S ta te  o f A lask a’s m ission  sta tem en t too?

Most large private companies use Defined Benefit plans.

Only 17% of Fortune 100 com p an ies u se  a defined con trib u tion  plan a s  their prim ary benefit according to 
W atson W yatt. S in ce  1985 there w as an  actu a l in crease  in the nu m b er o f large em ployers th at offered a 
defined benefit accord in g  to Em ployee B en efits  R esearch In stitu te  (EBRI). T his occurred du rin g  periods of 
m any large corporate m ergers, w here com p a n ies  had a u n iq u e opp ortu n ity  to select defined contribution  
plans.

D on’i take o u r  word, call W atson W vatl at 2 1 2 -7 1 5 -7 0 0 0 . Call E13R1 at 2 0 2 -0 5 9 -0 9 7 0  and  see  w here the trend  
in the private sector  is really going.

We know you have difficu lt and com p lex  problem s to  so lve and are being told inform ation that m uch  
of w hich  is  in c o n s is ten t and factually  untrue. We urge you to  stop ...tak e  som e tim e and understand  
the im pact o f  SB 141. The change you arc about to m ake will affect our children's future, the next 
generation  o f  our public workforce. It will also deeply im pact our ability  to  recruit and retain  the best  
public sa fe ty  officers in the country.

T his inform ation is provided to you  by the:

A nchorage Police D epartm ent E m ployees A ssocia tion , the International A ssocia tion  o f 
Firefighters, and  the Public Safety  E m ployees A ssociation



Defined Benefits Plans vs. Defined Contribution Plans
Get the true facts

Defined Contribution plans don’t cost less, THEY COST MORE.

T h e  a d m i n i s t r a t i o n  c o s t s  o f  d e f i n e d  c o n t r i b u t i o n  p l a n s  a r e  h i g h e r  t h a n  d e f i n e d  b e n e f i t  p l a n s .  T h e  a v e r a g e  c o s t  
o f  a d m i n i s t e r i n g  a  d e f i n e d  c o n t r i b u t i o n  p l a n  i s  a b o u t  2 %  o f  a s s e t s ;  t h e  a v e r a g e  c o s t  o f  a d m i n i s t e r i n g  a  d e f i n e d  
b e n e f i t  p l a n  i s  o f t e n  t i m e s  a s  lo w  a s  0 . 0 1 %  o f  t o t a l  a s s e t s .  T h i s  m e a n s  2 %  l e s s  m o n e y  i n t o  y o u r  r e t i r e m e n t  
s y s t e m  a n d  m o r e  f o r  l a r g e  i n v e s t m e n t  f i r m s .

C a l l  A l a s k a  P E R S  a t  4 6 5 - 4 4 6 0  a n d  a s k  w h a t  t h e i r  a d m i n i s t r a t i v e  c o s t s  a r e .  C a l l  t h e  A n c h o r a g e  P o l ic e  a n d  F i r e  
R e t i r e m e n t  s y s t e m  a t  3 4 3 - 8 4 0 0  a n d  a s k  w h a t  t h e  a d m i n i s t r a t i v e  c o s t  a r e .  C a l l  a n y  d e f i n e d  b e n e f i t s  p l a n  in  
t h e  S t a t e  o f  A l a s k a  a n d  c o m p a r e  t h o s e  c o s t s ;  y o u ' l l  f in d  t h e y ’r e  m u c h  lo w e r .

Defined Benefit plans outperform Defined Contribution plans in down markets.

A c c o r d i n g  to  W a t s o n  W y a t t  W o r l d w i d e ,  a  g l o b a l  c o n s u l t i n g  f i rm  fo r  c o r p o r a t i o n s ,  d e f i n e d  b e n e f i t  p l a n s  d o  
b e t t e r  t h a n  d e f i n e d  c o n t r i b u t i o n  p l a n s  i n  d o w n  m a r k e t s .  D e f in e d  b e n e f i t  p l a n s  h a v e  b e t t e r  d i v e r s i f i e d  
p o r t f o l i o s  a n d  a r e  m o r e  p r o f e s s i o n a l l y  m a n a g e d .

D o n ’t  t a k e  o u r  w o r d ,  c a l l  W a t s o n  W y a t t  a t  2 1 2 - 7 1 5 - 7 0 0 0 .

C btifr'illkh oti
Defined Benefit plan outperform Defined B t i i e f i t .  plans in up markets.

A 2 0 0 0  s t u d y  f o u n d  t h a t  o v e r  2 0  y e a r s ,  p u b l i c  e m p l o y e e s  i n  a  m a n d a t o r y  d e f i n e d  c o n t r i b u t i o n  p l a n  p o s t e d  a n  
a v e r a g e  r e t u r n  o f  6 - 7 %  c o m p a r e d  to  1 1 %  fo r  t h e  s t a t e s  w i t h  d e f i n e d  b e n e f i t  p l a n s .

D o n ’t  t a k e  o u r  w o r d ,  c a l l  t h e  N e b r a s k a ’s  P E R S  a t  4 0 2 - 4 7 1 - 7 0 5 3  a n d  c o n f i r m  t h e s e  f a c t s  a n d  s e e  w h y  t h e  
S t a t e  o f  N e b r a s k a  c o n v e r t e d  f r o m  a  d e f i n e d  c o n t r i b u t i o n  p l a n  to  a  d e f i n e d  b e n e f i t  p l a n .  T h a t  is  w h y  
N e b r a s k a ’s  m i s s i o n  s t a t e m e n t  is :  “T h e  N e b r a s k a  P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m  r e c o g n i z e s  t h e  
i m p o r t a n c e  o f  a  s u c c e s s f u l  r e t i r e m e n t  a n d  i s  d e d i c a t e d  to  p r o v i d i n g  t h e  h i g h e s t  q u a l i t y  s e r v i c e  n e c e s s a r y  to  
a s s i s t  m e m b e r s  in  a c h i e v i n g  t h i s  g o a l . ” S h o u l d n ’t t h a t  b e  t h e  S t a t e  ol A l a s k a ’s  m i s s i o n  s t a t e m e n t  t o o ?

Most large private companies use Defined Benefit plans.

O n ly  1 7 %  o f  F o r t u n e  1 0 0  c o m p a n i e s  u s e  a  d e f i n e d  c o n t r i b u t i o n  p l a n  a s  t h e i r  p r i m a r y  b e n e f i t  a c c o r d i n g  to  
W a t s o n  W y a t t .  S i n c e  1 9 8 5  t h e r e  w a s  a n  a c t u a l  i n c r e a s e  in  t h e  n u m b e r  o f  l a r g e  e m p l o y e r s  t h a t  o f f e r e d  a  
d e f i n e d  b e n e f i t  a c c o r d i n g  to  E m p l o y e e  B e n e f i t s  R e s e a r c h  I n s t i t u t e  (E B R I) . T h i s  o c c u r r e d  d u r i n g  p e r i o d s  o f  
m a n y  l a r g e  c o r p o r a t e  m e r g e r s ,  w h e r e  c o m p a n i e s  h a d  a  u n i q u e  o p p o r t u n i t y  to  s e l e c t  d e f i n e d  c o n t r i b u t i o n  
p l a n s .

D o n ’t  t a k e  o u r  w o r d ,  c a l l  W a t s o n  W y a t t  a t  2 1 2 - 7 1 5 - 7 0 0 0 .  C a l l  E B R I a t  2 0 2 - 0 5 9 - 0 6 7 0  a n d  s e e  w h e r e  t h e  t r e n d  
in  t h e  p r i v a t e  s e c t o r  is  r e a l ly  g o in g .

We know you have d ifficu lt and com p lex  problem s to so lve and are being to ld  inform ation th at m uch  
o f w hich is  in c o n s is te n t and factually  untrue. We urge you to  stop ...tak e  som e tim e and understand  
the im pact o f  SB 141. The change you arc about to m ake will affect our ch ild ren’s future, the next 
generation  o f  our public workforce. It w ill also deeply im pact our ab ility  to  recruit and retain the best  
public sa fe ty  officers in the country.

T h i s  i n f o r m a t i o n  i s  p r o v i d e d  to  y o u  b y  th e :

A n c h o r a g e  P o l ic e  D e p a r t m e n t  E m p l o y e e s  A s s o c i a t i o n ,  t h e  I n t e r n a t i o n a l  A s s o c i a t i o n  o f  
F i r e f i g h t e r s ,  a n d  t h e  P u b l i c  S a f e t y  E m p l o y e e s  A s s o c i a t i o n
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New information about em ployee preferences

Preference* about plan types

(\/iyth CFrRloyet* prefer QC plain.

.When given a choice between retirement- 
plans, employee} often ehoov: to  slay with 
the DO plan!

It Is widely believed that employee* generally prefer 
DC plans, pardcularly 401(k) plans, when given a 
choice of retirement plan typos Yet when traditional 
plans have been convened to DC plan; and employees 
ore given a choice between a DR or a DC plan, employ* 
cos, including younger ones, often opt for the DB p lm . 
Why? One possible explanation is that they tend to 
favor what they have. Another may be that upon 
learning the pros and cons o f each plan, they prefer 
that the employer make the investment decisions and 
bear the risk.

The controversy over cash balance plans and the 
desire to enhance the pctcoivcd value of retirement 
programs has prompted em ployett to offer employees 
mote retirement plan choices Usually, it's between 
a nadltlonal DB plan and cither a new hybrid w ith in  
the DB plan (usually a cash balance formula) 01 an 
enhanced DC plan In nut view, a substantial poition 
of the w o ik fo ic r frequently views traditional DB p ro ­

grams as competitive w ith  or even superior to hybrid 
nr DC plan designs - especially i f  employeis clearly 
communicate the DB plan's benefits

Consider the following examples

■ A large electronics employer ofleied It5 workers n 
choice between a traditional final average pay plan 
and a DC alternative (an enhanced match plus an 
annual contribution that was a fixed percentage of 
pay) To the employer's surprise, two thirds of Its 
employees, Including a substantial portion of its 
younger employees, chotc to rem ain Under the 
traditional formula and furcgo the DC alternative.

■ A large health care employer offers employees an 
annual option to forego additional benefit accruals 
In their DB plan In exchange for a substantially 
enhanced march on theu 401(V) contributions that 
vest Immediately In the fus t year o f the program, 
80 percent of the employees either chose or defaulted 
into (bp traditional DB program, despite the 
enhanced 401(k) matching contributions

_ . ^ , ' j . . . .
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^fe*£ms research surprising?

Experience adds insights
Mercer has acquirrd insight and understanding in 
helping employers and other plan sponsors w ith 
(heir rc tiicm ent benefit offerings. Some findings are 
consistent w ith  or complement more recent analysis 
We have long understood that:

■ What people say and how they act are sometimes 
different Bur by providing better communication, 
we can close this gap an • bring people’s intentions 
more in line w ith  their actions

■ When private sector employees are given a choice, 
older employees and those w ith  longer service 
want to stay w ith  their traditional DB plans

■ Public sec.or employees, when given a choice o f a 
DC or a traditional DB plan, often choose the DB plan.

■ Rewards o f expected high investment returns look 
great, but they are not guaranteed and may entail 
significant risk, which affects when employees can 
afford to retire.

Publicly available studies have consistently shown 
that workers misunderstand Investment risk, invest­
ment options, and the impact o f variability. Many 
employees erroneously th ink that money market 
m utual funds include stocks or tha t a diversified stock 
portfo lio is nskier than company stock.

In sum m ary
Traversing the future retirement landscape w ill be 
challenging because o f the decline in  the prevalence 
of DB plans, low  savings rates in  the United Stales, 
Increasing retiree longevity, and the la llure of many 
employees to plan for ro tirrm cn t e ffec tiv e ly .

As research has shown, there i t  widespread ignonnce, 
general confusion, and startling misperceptions about 
retirement planning. And any system that shifts too 
much o f the financial burden onto employees is likely 
to leave some people w ithou t adequate irsou ic rs

Employee ran  adopt several different stiategies to 
enhance their employees’ recrement futurrs. including

■ Designing plans that Uuo employer dollars most 
effectively and to add the most value, ensuring that 
plans enable em p lo yees  to retire in  accordance 
w ith  company policy

■ Designing plans (hat make It easier fo i employees 
in  save For rxom p lr, using * modest DB plan as a 
base and adding voluntary sav inp  Or including 
automatic enrollm ent, befault invstuncn t options, 
and a mechanism to direct pay increases automati­
cally m lu the DC plan to m inim ize decision making 
and m axim ize retirement savings

■ Augmenting education w ith  fact-based research 
so employees can understand the iinpbcation* o f 
their choices

■ M aintaining a meaningful level o f employer contri­
butions to lenrem ent programs, whether DB or DC.

■ Managing plan administrative expenses

.; 6 fi o r DC -  a  plan sponsor
T l »  rippemb <m . w . , v ,
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Municipality of Anchorage
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M a yo r M ark  B cyicli
D e p a r t  m e n t  o f  E m p l o y e e  R e l a t i o n s

N ov em b er  19, 2004

Public  E m ployees’ Retirement Board 
PO Box 110203 
Juneau, A K  99811-0203

M em bers  o f  the Public Employees Retirem ent System  Board:

The M unicipality  o f  Anchorage has followed the TIER  IV developm ent over  the past 
year with m uch anticipation o f  and interest in the outcome. The M unicipality  is the 
second largest PERS employer, second only to the State o f  Alaska, and the decision m ade 
by the Board will potentially ha • significant impact on the M unicipality  o f  A nchorage 
and its future em ployees. As the TIER IV design concept approaches finalization, the 
M unicipality  o f  Anchorage  would like to offer an opinion on the two options before the 
Board for consideration. The M unicipality o f  Anchorage strongly urges the Board adopt 
the “ Second Alternative” or Defined Contribution Alternative as the final TIER IV 
design. This  design holds the least liability for employers going forward while still 
o ffering a  com petitive  retirement product for our future employees.

The M unic ipality  o f  A nchorage thanks the TIER Comm ittee and the Board for its diligent 
efforts on b e h a lf  o f  the M unicipality and its PERS employees.

S incere ly , ^ 5

Director. Em ployee  Relations

.  K y a s a i x i L J , '  P u ' e  o c

Community, Security, Prosperity



A laska Stale Legislature

Stale Capitol, Room 103 /^llliskJuneau. AK 99S02
Phone: 465-2689
Fax: 465-3472
Toll Free (800) 665-26S9
Reprcscniative_l)aiiLSeau>iH“ lcgis.state.uk.us

R e p r e s e n t a t i v e  Paul Seaton
District 35

A ctua l P ro je c t io n s  o f  Pension A m o u n ts  

INDEX

1. I IP 238 TRS projected benefits -  rate o f  re* 111 8.25%
2. I IB 238 TR S projected benefits -  rale o f  return 6.25%
3. U P 238 PERS projected benefits -  rate o f  return S.25%
4. i IP 238 PERS projected benefits -  rate o f  return 6.25%
5. SB 141 TRS projected benefits -  rate of return 8.2591 
(). SB 141 TRS projected benefits -  rale o f  return 6.25%
7. SB 141 PERS projected benefits -  rate o f  return S.25%/
8. SB 141 PERS projected benefits -  rale o f  return 6.25%

345 W. Sterling Highway 
Suite I02B 

Homer, AK 99603 
Phone:235-2921 

Fax: 235-400S



T R S
H B  238  P ro jected  B en efits  -  R a te  o f  R etu rn  8 .25%

P P M  A L E
Num ber o f  
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $9. ’67 $5,356 81.2%
20 $349,176 $13,195 107.34%
30 $948,959 $24,864 138.93%

M A L E
N um ber o f  
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

%  funded compared to current DB 
plan

10 $98,267 $5,806 88.02%
20 $349,176 $14,304 116.37%
30 $94 S,959 $26,954 150.61%

A ssum ptions :
B eg inning  Salary 37,538
Defined Contribution pension account percent Ac 15.25%
Anchorage CPI 3.73%
Real rate o f  interest 4.52%
Salary increase 3%
Based on 2000 mortality table (M ercer 's  protections arc based on a 1004 mortality tank )

I ’t (*|>;iicii by flic ofTitv til K ip .  Pan] Seaton ttsmp model pro 1 Jail l>> PrtJTc.sstfi K 'th n id  Solie I
I



T R S
H B  2 3 8  P ro jec ted  B en efits  -  R a te  o f  R eturn  6 .25%

F E M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $88,037 $3,999 60.62%)
20 $282,592 $8,809 71.66%)
30 $678,771 $14,671 81.97%)

M A L E
Num ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

%i funded compared to current DB 
plan

10 $88,937 $4,428 67.12%
20 S282.592 $9,754 79.35%)
30 5678,771 $16,245 90.77%

A ssu m p tio n s :
Beginning Salary 37.>38
Defined Contribution pension account percentage 15.25%.
Anchorage CPI 3.73%
Real rate o f  interest 2.32%,
Salary increase 3%
Based on 2000 mortality table (M ercer 's  projections are based on a l 5 (J l  mortality table)

l ’tcp;tu\l bv ilic ill (ice oj Kcp. Paul .Scalnn i i s i i i i '  mudcl pioviilcd bv I’mlccsor Kubanl SuIic
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P E R S
IIB  238  P ro jected  B en efits  -  R a le  o f  R etu rn  8.25%

F E M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  lo current DB 
plan

10 $79,650 $4,341 77.2%
20 $283,023 $10,695 102.06%
30 $769,174 $20,153 132.09%

M A L E
N um ber of 
years worked

D C account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  lo current DB 
plan

10 $79,650 $4,706 83.69%
20 $283,023 $11,594 110.64%
30 $769,174 $ 2 1 ,84S 143.2%

A ssu m p tio n s :
Beginninii Salary 32,000
Defined Contribution pension account percentage 14.5'.7 
Anchorage CPI 3.73%
Real rale o f  interest -1.52%
Salary increase 3%
Based on 2000 mortality table (M ercer 's  projections arc based on a 100-1 mortality tabic)

I’d i a i t ' d  by llie o ! Ik'L* M  Rep. Paul Sea ton  u.tuQj m odel p io . i d e d  by PreTestPU Kii ba id  S n jic



P E R S
H B  23 8  P ro jec ted  B en efits  -  R a te  o f  R etu rn  6.25%

F E M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current D% 
plan

10 $72,0S7 $3,241 57.64%
20 $229,053 $7,140 68.14%
30 $550,174 $11,892 11 .94%

M A L E
N um ber o f  
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

%  funded com pared to current DB 
plan

10 $72,087 $3,589 63.82%
20 $229,053 $7,906 75.45%
30 $550,174 $13,167 86.3%-

A ssum ptions :
Beginning Salary 32,000
Defined Contribution pension account percentage 14.5%
Anchorage CPI 3.73%
Real rale o f  interest 2.52%
Salary increase 3j%
Based on 2000 mortality table (Mercei s proiectioiis are based on a 1994 mortality table)

I ' rq u m u i  In  the o l l u e  ul Rep I'.ml Sea ton  iismi' im uM  p to vn lr i l  In iVGfcssnJ Kit hau l Sidic
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P E R S
SB  141 P ro jec ted  B en efits  -  R a te  o f  R etu rn  S .25%

F E M A L E
N um ber of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

%  funded com pared lo current DB 
plan

10 $68,664 $3,742 66.5%
20 $243,985 $9,220 87.99%
30 $663,081 $17,374 113.87%)

M A L E
N um ber of 
years worked

D C account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

%  funded com pared to current DB 
plan

10 $68,664 $4,057 72.15%
20 $243,985 $9,995 95.38%
30 $663,081 SI 8.834 123.45%.

A ssum ptions :
Beginning Salary 32,000
Defined Contribution pension account percentage 12.5%'
Anchorage CPI 3.73';?
Real rate of interest -4.52%
Salary increase 3%
Based on 2000 mortality table (M ercer 's  projections are based on a l (J9 4 mortality table)

I’lepareil  !•)■ I lie n l l iu -  y l  Rep. I ’snil Sea ton  u s m r  m odel |>iov tiled l»v 1’iofesMU K icha id  Suite



T R S
SB  141 P ro jected  B en efits  -  R a le  o f  R etu rn  6 .25%

F E M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $72,899 $3,278 49.69%
20 .$231,632 $7,221 58.74%
30 $556,370 $12,026 67.19%

M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $72,899 $3,629 55.02%
20 $231,632 $7,995 65.04%
30 $556 37(1 $13,316 74.40%

A ssu m p tio n s :
Beginning Salary 37,538
Defined Contribution pension account percentage 12.5%
Anchorage CPI 3.73%
Real rale o f  interest 2.52%<
Salary increase 3%
Based on 2000 mortality table (M ercer 's  projections are based on a 199-1 mortality table)

I ' l l  paiL'il liv ili.* o ff ice  ot Kcp. Paul Seaton  nsm p imulel p ro w d c d  l>v Pint 'cssur k ic h a u l  So  In*



T R S
S B  141 P ro je c ted  B en efits  -  R a te  o f  R etu rn  8 .25%

F E M A L E
N um ber of 
years worked

D C  account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared lo current DB 
plan

10 80,547 4,390 66.55%
20 286,210 10,816 87.99%
30 777.835 20.3S0 i 13.87%

•M ALE
N um ber of 
years worked

DC account 
lum p sum at 
termination

Beginning 
annuity in 
2004 dollars

%  funded compared to current DB 
plan

10 80,547 4,759 72.15%
20 286,210 11,725 95.38%
30 777,835 22,094 123.457

A ssum ptions :
Beginning Salary 37.538
Defined Contribution pension account percentage 12 3 %
Anchorage CPI 3.73%
Real rate o f  interest 4 .52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections .ire based on a 1904 mortality table)

I 'repaid.! by  the o f h u  ul l lcp  Paul S ea ton  u a n g  model p/nviilltd by I'lolc.ssor Uicli m l Solie
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P E R S
SB  141 P ro je c ted  B en efits  -  R a le  o f  R etu rn  6 .25%

F E M A L E
N um ber of DC account Beginning % funded com pared  to current DB
years worked lump sum at 

termination
annuity in 
2004 dollars

plan

10 $62,144 $2,794 49.6%
20 $197,460 $6,155 58.747c
30 $474 28S $10,251 67.19%

M A L E
N um ber o f 
years worked

DC account 
lump S’im at 
termination

Beginning 
annuity in 
2004 dollars

%  funded com pared  to current DB 
plan

10 $62,144 $3,094 55.02%
20 $197 460 $6,816 65.04%
30 $474,288 $11,351 74.4%

A ssu m p tio n s :
Beginning Salary' 52.000
D.Tined Contribu 'ion  pension accounl pcivcnlage 12.5%
A nchorage CPI 3.73%
Real rale of interest 2.52%
Salary increase 3%
Based on 2000 n o ilah ly  table (M ei\.cr‘s projections arc ba>ed on a 1004 m ouah iy  table)
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NEA
A f f i l ia t e d  w ith

- A l a s k a
the N a t io n a l E d u c a tio n  A ssocia tion

T E S T IM O N Y  ON SB 141 
H O U S E  F IN A N C E  A P R IL  23, 2005

T O M  H A R V E Y , E X E C U T IV E  D IR E C T O R , N E A -A L A S K A

Good afternoon, Co-Chair  Clienault, Co-Chair M eyer and members of the House Finance 
Committee. M y name is Tom  H arvey and I serve as the Executive Director for the 12,500 public 
school employees o f NEA-Alaska.

I appreciate this opportunity  to speak with the committee about Senate Bill 141. T he  House State 
Affaiis Committee greatly improved SB 141 during the thirty-six hours it was in committee. NEA- 
Alaska recommends those improvements to you. As you might suspect our  m em bers cannot 
support this legislation in its present form. The main reason for our lack of support  is SB 141 docs 
not provide for a retirement with dignity for public school employees. There  a re  several reasons 
why SB 141 docs not meet retirem ent needs.

DC PLAN TO REPLACE DR PLAN:

One only needs to hear the testimony o f  the independent actuary, Joe Esuchanko, hired by the Legislative 
Council, to understand why a Defined Contributions (DC) plan is not Retirement Security for public 
school employees. Quoting him, “in general the defined contributions are not a reliable vehicle for a . 
secure retirement..." The reasons he gave are the same provided by NEA-Alaska last May. When asked 
about a combination plan, his response was "that would be a very good pian."

The TRS/PERS committee voted unanimously to OPPOSE a strict DC plan. Dr. Richard Solie, an 
appointee of Governor Murkowski's to the TRS Board, testified that the Tier Committee "voted 
unanimously to support the hybrid plan." Even the present employers arc against a complete shifting of 
risk to the employee. NEA-Alaska recommends lit at House Eina.tce adopt the ARM Board as proposed 
by House State Affairs and charge the ARM Board to examine the "blended plan" fashioned by the 
jo in t committee o f  PERS/TRS.

It is worth noting that Mercer is using a methodology that only 11-16% of public systems utilize to 
determine liability o f  the systems. O f  further noie is the fact that the method being used lends to higher 
liability costs.

It has been NEA-Alaska's request since last May that the issumptions being used match the 
experience in Alaska.

Mercer's Assumptions A laska's Experience
Inflation ill be 3.5% 2.0 Vo over any ten year p e r io d ,u s e s  3% and Ciov. uses 3%
Wage Growlli 3.75-4 3% 1.36%
Investment return K.25% *)% over any ten-year period
Health Care Costs 12.5% * 5% H% (7.5% according to 1-siichanko)

Assumptions attached to Alaska's reality could definitely lead to a different liability amount.

A N C  liotuuir. K l ( i l i ) N A I .  o n  T C P. •  I IO U  f c i e i i J o l  10 ' i l l  •  A ll, In .I J e t .  ,M 1-k .i i f t f j '  •  i v u  2 * 4  Ci£5<> • I A \  v i r  ? 7 |  nssi 
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There are many valid reasons why a DC program is not the option o f  choice for large employers, 
especially public employers. You have received a handout from your staff illustrating that only one slate 
(Michigan) continues with a DC plan. P.ecently, Governor Schwarzenegger dropped plans in California 
to implement a DC plan. l ie  suggested more time is needed to understand the complexities. Nebraska 
and West Virginia have recently decided against their Defined Contribution plans. A common theme is 
emerging; a DC plan does not allow a public employee to retire  w ith  dignity.

Alaska is NOT a Social Security state for public school employees. That means even if they earned 
Social security benefits in other jobs, they lose two-thirds o f those benefits under federal law. Last year 
this legislature unanimously passed a resolution urging repeal o f  the law. Until that happens public 
school employees lack the safety net of retirement benefits that is available to private sector employees 
and to public sector employees in most other states. Two other non-Social Security states, Texas and 
California, ha \e  explored DC plans and backed-off.

One of the major reasons that the Defined Contributions (DC) is being considered is its piedictability.
The State will know what its liabilities are and can fund them. A major reason why the Defined Benefits 
Plan is not as predictable is the political whim o f  the legislator. When interested parties came to you for a 
benefit increase, you made the change because the actuary told you it would not add liability. Today we 
know belter. NEA-AIaska recommends that you fix iliis loophole with an amendment regarding fiscal 
notes (SEE ATTACHMENT).

H arvey  testim ony
House Finance (4 /23/05)
Page 2

COMPOSITION OF A NEW BOARD:

We do not believe the current boards have erred. In fact we believe the three Boards have done an 
excellent job o f  advising the administration and Commissioners. AS1MB has invested better than the 
professional Permanent Fund trustees. TRS has advised against reducing the contribution rate contrary to 
the recommendation o f  the actuary. PERS has handled a large volume o f  hearings without much conflict 
or reversal.

NEA-Alaska understands the rationale o f  assuring that the revenue (ASPIB) and expense sides 
(TRS/PERS) o f  the equation are dealt with simultaneously. All parties get to question the actuary and 
receive the answers in a consistent manner.

NCA-Alaska strongly supports the amendments made by the House State AJfairs Committee anil urges 
I louse Finance to concur with those amendments. The changes by I louse State Affairs provide a good 
balance of gubernatorial appoints and elected representatives of the participants in the retirement systems



Ila rv e y  Testim ony
House Finance (4/23/05)
Page 3

POWERS AND DUTIES OF ARM BOARD:

NEA-AIaska believes that the adjudication o f  appeals related to decisions of the retirement system should 
be retained by the ARM Board. The Board could establish a subcommittee for PERS appeals and a 
subcommittee for TRS appeals. Each subcommittee should have five members. The main purpose o f  our 
proposal is to ensure that the appellant is heard by peers. Quoting Dr. Richard Solic, “because the boards 
act as a jury o f  peers in essence, I believe the board approach reduces the risk o f  further litigation and 
gives the beneficiaries a greater sense that their cases has been truly heard." Just look at the record of the 
present Boards to find the supporting evidence.

EMPLOYER/EMPLOYEE CONTRIBUTION TO THE DEFINED BENEFITS PLANS:

House State Affairs amended SB 141 to maintain the employee contribution at the present statutory 
levels. For TRS members that is 8.65%. NEA-AIaska applauds that amendment for three reasons: 1) 
prevents unrealistic employee contribution rate; 2) avoids a drain on the educator work force; and 3) stays 
out o f  troubled legal waters. Details o f  each issue arc printed b e  j \ v .

The establishment of a iloor for the employer contribution rate by House State Affairs i s : wthcr 
improvement to SB 141. In the recent past (1998 -  2002) the lowering of the employer rate led to fewer 
earnings from investments. There needs to be a stable How into the system, which will lead to 
appropriate investment returns.

1) After the initial stopping o f  hearts all throughout Alaska at the idea of losing 5% of  their salary 
(original SB 141, Page 7), Sen. Stedman made the promised changes to the language and SB Ml required 
only a '/; of  1% increase to meet the "normal cost share of benefits." This proposal sounds fairly benign 
at first blush. But. when put into a proper context it is not such an easy pill to swallow. In 2020 the 
actuarially calculated costs for TRS sets the contribution rate at 52%. Thus, the employee and the 
employer would each contribute 26% o f salary and payroll respectively. Can you imagine paying 26% of 
your salary for retirement benefits you are already promised'.' No. 1 he House Slate Affairs amendment 
prevents this unrealistic contribution level.

If the cost share component in the original SB 141 were implemented it is conceivable that a number o f 
veteran educators, who have 20 years o f  service, would choose to leave public service and probably leave 
the State o f  Maska in lieu of paying increased contributions. Not only does this mean a bruin drain, it 
means a greater ineiease in the liability o f  the system with fewer high salaried employees contributing and 
a longer period o f  time for these participants to receiving benefits. The House State Affairs 
amendment avoids the brain drain and increased liability to the system.

One last remark on increasing employees’ contributions without increasing corresponding benefits...this 
is clearly charting a course to troubled legal waters per Alaska’s constitution. Dr Richard J. .Solic. u 
Go’vrnor Murkowski appointee to the I R’S Board, has testified that the J’RRS/TRS Tier Committee did 
not consider this approach because of the concern "about the response of the judiciary." The House State 
Affairs amendment steers clear oj this leyal matter.



D EFIN ED  C O N TR IB U TIO N  P L A N  ELEM ENTS:

SB 141 requires the employee to contribute 8% of compensation for pension purposes while the employer 
would contribute 4.5%. That is a total o f  12.5%. NEA-Alaska testified before House State Affairs on 
April 19'1' that is not enough for investment purposes to provide for a retirement with dignity. This was 
verified by Joe E suchanko in h is presentation  to Legislative Council.

If a teacher starts their career in Sitka this fall, they will have a salary o f  S35,5 7 1 (SEE ATTACHMENT 
#2A & B). After a thirty-year career (That is 3 more years than the present average), the teacher will have 
S800.129 in their account. That assumes a return on investment o f  8.3%, which is 2.3% higher than an 
individual averages presently and is more the rate o f  return by ASPIB. They will also have an HRA of  
S 131,772. Their access to major medical insurance will cost 596,602 in the first year (given an 8% 
annual inflation o f  medical costs). At age 62 the public servant will have no medical coverage or be in 
debt by 5141,897. T h is is  n o t re tir e m e n t w ith  d ign ity . W hat is retirement with dignity? 70-80% 
o f  a person’s salary at retirement according to most national studies and affirmed by Joe Esuchanko in his 
report to Legislative Council. For an educator today that would be approximately 539,000.

The immediate response from the craftcrs o f  SB 141 is the employee can contribute more up to the IRC 
limits. Since 1989 the Teacher Average Salary has increased by a small 1.36% per annum, while inflation 
in Alaska averaged about 2.6%. Public school employees have steadily lost ground since 1989. The 
reality is the employee does not earn sufficient salary to make the added contributions. NEA-Alaska  
recom m ends an increase in the em p lo yer’s  contribution rate fo r  pension  to 8.25%  an d  the em ployee’s 
contribution rate to 11%. This would create a to ta l em ployer's contribution rate o f  14% an d  provide  
f o r a  19.25%  f o r  pension.

You might respond that the assumptions NEA-Alaska has made are not appropriate. N E /  -Alaska 
believes that the assumptions made by the actuary are not appropriate or based in reality o f Alaska’s 
experience over the past three decades. B efore a true plan  can be developed, agreem ent on the  
assum ptions sh ou ld  be  reached so  »»r can determ ine what a public servan t's retirem ent w ill actually 
provide.

You might also respond that a thirty-year career is too short. In fact SB 141 actually assumes a person 
directly out o f  college would have a forty-two (42) year career. I low many teachers do you know that 
have taught past forty-two years? The answer i<| very few. The reason is stress. You have recognized 
that a peace officer or lirefightei has served well after twenty-five years. Why would you expect an 
educator to serve over forty-two years or leave and get another job for twelve years lo have medical 
coverage until age 65?

The medical Program in SB 141 called for a 1.75% contribution from the employer instead of the original 
3.75%, which is what is minimally needed to sustain a meaningful major medical plan. What happens 
when the 1.75% cannot cover the major medical plun? Are the benefits reduced? Arc the premiums 
increased? N E A -A laska com m ends the am endm ent by H ouse S tate A ffairs that raised  the m edical 
contribution  to 3.75% . It should be noted that Joe Esuchanko testified that a contribution rale of 5% 
would be required to maintain a major medical plan for retirees.

Ila rv e y  Testim ony
Mouse Finance (4 /23/05)
Page 4
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Coupled with the HRA o f  2% and the pension rate o f  8.25% recommended above, the 3.75% medical 
contribution would yield a total employer’s contribution rate of 14%, which is the actual amount the state 
and local government contributed at statehood.
Immediately after statehood, the cost share for public employees was spilt into about equal thirds; one- 
third from the State, one-third from the employer and one-third from the employee. When the State 
dropped their share (about 7% of  salary) the promise was the State would increase revenue sharing to 
offset those costs. The Stale has deserted that commitment by no longer funding revenue sharing in the 
budget. Now the State proposes to shift its obligation to the employee. Instead o f  following the axiom 
that stuff flows downhill, the State should maintain the 14% original obligation. Remember this 
obligation was made before we had OIL!

It has been stated to House State Affairs that NEA-Alaska asked for a vesting period o f  five years. Let 
me correct the record, in testimony before the Senate Finance Committee wc confirmed five years is a 
standard vesting period and wc had no objection. Wc also pointed out that the five-year period coincided 
with the “five-year itch" that infects educational employees. The data is clear. Wc arc losing 50% of  new 
employees over the first five years. If an employee can now take their contribution and return home, 
portability is not a factor that benefits Alaska’s schools. However, i f  you are going to implement a 
Defined Contribution (DC) Plan, then we suggest that you provide the same benefit that NEA-Alaska 
provides to its employees, immediate vesting.

The investment method outlined in SI3 141 is a standard approach for DC plans. Sen. Stcdman has 
confirmed to NEA-Alaska that most national data demonstrates that an individual making investment 
decisions is more conservative than a group responsible for investing. In fact the difference is 1 to 3% 
annually. NEA-Alaska recommends that the investment responsibility be handled by ASPIB or the 
ARM Board.

TIMEFRAME:

Mr. Chairman, I realize my time here is waning and there are so many other issues to touch on. I have 
addressed only the tip of the iceberg and have not even mentioned the mass o f  the iceberg which is 
containing medical costs/health insurance. This piece is estimated to be almost 70% of the unfunded 
liability problem. There have been many suggestions about how to contain these costs. 1 am confident 
that a "blended plan" with a major medical component that has built-in cost containment methods could 
be fashioned by all the stakeholders in six months.

I would like to go on record with a word o f  thanks for Sen. Stcdman, Rep. Seaton and their staff. NEA- 
Alaska representatives have spent several hours with both legislators and their stafl assigned to the 
I’ERS/TRS legislation. However, that time cannot serve as a substitution for meetings o f  all the 
stakeholders to provide a complete analysis o f  the legislation and its affect on public servants.



As we sit here on the 104U| legislative day, I urge this committee to take the interim to truly study the 
retirement system and to make competitive changes in the retirement plan that affects over 70,000 
Alaskans.

NEA-AIaska is fortunate to have many members that have served on the TRS board and understand 
retirement issues well. We look forward to working with all of  you this summer and fall to design a plan 
that works for Alaska and Alaskan workers.

I appreciate your time and I would be happy to attempt to answer questions.

H arvey Testim ony
House Finance (4/23/05)
Page 6



A T T A C H M E N T //!

A M E N D M E N T

O F F E R E D  IN H O U S E  FIN A N C E  

TO: H ouse  CS for CS for SB 141 (STA)

Insert new  sections to read:

* S e e  . AS 24.08.035(a) is amended to read:

(a) Before a bill or  resolution, except an appropriation bill, is reported 
from the com m ittee  o f  first referral, there shall be  attached to the bill a fiscal note 
contain ing an estimate o f  the am ount o f  the appropriation increase or decrease that w ould  
result from enactm ent o f  the bill for the current fiscal year and five succeed ing  fiscal 
years or, i f  the bill has no fiscal impact, a s ta tem ent to that effect shall be attached. T h e  
fiscal n o te  o f  a bill t h a t  m a k e s  a n y  c h a n g e  to th e  b en e f i t  s t r u c tu r e  o f  the  s t a t e ’s 
r e t i r e m e n t  sy s tem  sh a ll  in c lu d e  the  a d d i t io n a l  a na ly s is  r e q u i r e d  in AS 24.08.036. The 
fiscal note or s ta tem ent shall be prepared in conform ity  with the requirem ents o f  this 
section b y  the departm ent o r  departments affected and m ay  be reviewed by  the office o f  
m anagem ent and budget. E xcep t  as a llow ed in AS 24 .08 .036 , [T] the  fiscal note  or 
sta tem ent shall be  delivered to the com m ittee  requesting it w ith in  five days o f  the request 
o r  within two days i f  the request is m ade  after the 90th day  o f  a regular session, o r  during 
a special session o f  the legislature. I f  the bill is presented by  the governor for 
introduction in accordance with A S  24.08.060(b) and the uniform  rules o f  the legislature, 
the fiscal note o r  s ta tem ent shall be attached to the bill before the bill is introduced. An 
am endm ent or a substitu te bill proposed by  a com m ittee  o f  referral that changes the fiscal 
impact o f  a bill shall be expla ined  in a revised fiscal note or sta tem ent attached to the  bill.

* S e c  . AS 24 .08 .035(b) is amended to read:

(b) In addition to the fiscal note required by  this section a n d  AS 
24 .08 .036 . the sponsor o f  a bill or resolution m ay  prepare a fiscal note in conform ity  with 
the requirem ents o f  this section, and subm it it to the com m ittee  o f  first referral or the 
finance com m ittee . A com m ittee  m ay prepare  an additional fiscal note  in conform ity  with 
the requirem ents o f  this section.

.* S e c  . AS 24.08 .036  is repealed and reenacted to read:

Sec. 24.08.036. F isca l  no tes  on bills a ffec ting  the  benefi t  s t r u c tu r e  o f  s ta te  
r e t i r e m e n t  sys tem s, (a) In addition to the requirem ents o f  AS 24.08.035, the fiscal note 
o f  a bill that m akes any  change  to the benefit structure o f  the s ta te ’s retirement system  
shall include an actuarial analysis  o f  the b i l l ’s affect on the assets and liabilities o f  the 
retirement system s. Th is  analysis shall be prepared and certified by a m em ber  o f  the 
A m erican  A cadem y  o f  A ctuaries  and coordinated through the division o f  retirement and 
benefits.



A T T A C H M E N T  #1

(b) The com pleted  fiscal note  shall be reviewed by  the C om m iss ioner  o f  
Adm inistra tion and forwarded to the chair o f  the A laska  Retirem ent M anagem ent Board 
for com m ent and recom m endations.

(c) The division o f  retirement and benefits shall be  a llowed 60 days from the time 
they receive a fiscal note request to complete the actuarial analysis, obtain the com m ents 
o f  the Alaska Retirem ent M anagem ent Board and deliver the fiscal note  to the com m ittee  
requesting it.

(d) A com m ittee  o f  referral proposing an am endm ent or a  substitute bill that 
changes the inputs or assum ptions used by the actuary in preparing  the fiscal note 
required in this section m ust obtain a revised actuarial analysis prior to reporting the 
amended bill o r  com m ittee  substitute from committee. Th is  revised actuarial analysis 
shall be p rcfo .m ed  in accordance with this section except that the  division o f  retirement 
and benefits shall have 30 days to deliver the fiscal note to the committee.
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Sitka Teacher Employed 8/15/05

Sitka Salary

of
e

1

Annual 2.6% 
Raise plus step

$35,571.00

o /o i rvo piuo
4.5%

$4,446.38

IIIVB3UUBIU
Return 8.3% 

$48,643.34 2005-06

1.75% Medical 

$622.49 $6,810.07

2% for HRA 

$711.42 $7,782.93
2 $38,685.33 $4,835.67 $48,840.23 2006-07 $676.99 $6,837.63 $773.71 $7,814.44
3 $40,510.58 $5,063.82 $47,194.83 2007-08 $708.94 $6,607.28 $810.21 $7,551.17
4 $42,334.81 $5,291.85 $45,562.84 2008-09 $740.86 $6,378.80 $846.70 $7,290.05
5 $44,160.07 $5,520.01 $43,884.07 2009-10 $772.80 $6,143.77 $883.20 $7,021.45
6 $45,620.06 $5,702.51 $41,856.41 2010-11 $798.35 $5,859.90 $912.40 $6,697.03
7 $46,806.19 $5,850.77 $39,668.24 2011-12 $819.11 $5,553.55 $936.12 $6,346.92
8 $48,023.15 $6,002.89 $37,578.11 2012-13 $840.41 $5,260.94 $960.46 $5,012.50
9 $49,271.75 $6,158.97 $35,598.84 2013-14 $862.26 $4,983.84 $985.43 $5,695.81

10 $50,552.81 $6,319.10 $33,744.00 2014-15 $884.67 $4,724.16 $1,011.06 $5,399.04
11 $51,867.19 $6,483.40 $31,963.15 2015-16 $907.68 $4,474.84 $1,037.34 $5,114.10
12 $53,215.73 $6,651.97 $30,26C 15 2016-17 $931.28 $4,237.30 $1,064.31 $4,842.63
13 $54,599.34 $6,824.92 $28,664.t 5 2017-18 $955.49 $4,013.05 $1,091.99 $4,586.34
14 $56,018.93 $7,002.37 $27,169.18 2018-19 $980.33 $3,803.69 $1,120.38 $4,347.07
15 $57,475.42 $7,184.43 $25,720.25 2019-20 $1,005.82 $3,600.83 $1,149.51 $4,115.24
16 $58,969.78 $7,371.22 $24,398.75 2020-21 $1,031.97 $3,415.82 $1,179.40 $3,903.80
17 $60,502.99 $7,562.87 $23,066.77 2021-22 $1,058.80 $3,229.35 $1,210.06 $3,690.68
18 $62,076.07 $7,759.51 $21,881.81 2022-23 $1,086.33 $3,063.45 $1,241.52 $3,501.09
19 $63,690.05 $7,961.26 $20,699.27 2023-24 $1,114.58 $2,897.90 $1,273.80 $3,311.88
20 $65,345.99 $8,168.25 $19,603.80 2024-25 $1,143.55 $2,744.53 $1,306.92 $3,136.61
21 $67,044.99 $8,380.62 $18,604.98 2025-26 $1,173.29 $2,604.70 $1,340.90 $2,976.80
22 $68,788.16 $8,598.52 $17,626.96 2026-27 $1,203.79 $2,467.78 $1,375.76 $2,820.31
23 $70,576.65 $8,822.08 $16,f 73.73 2027-28 $1,235.09 $2,334.32 $1,411.53 $2,667.80
24 $72,411.64 $9,051.46 $15,840.05 2028-29 $1,267.20 $2,217.61 $1,448.23 $2,534.41
25 $74,294.34 $9,286.79 $14,951.74 2029-30 $1,300.15 $2,093.24 $1,485.89 $2,392.28
26 $76,226.00 $9,528.25 $14,197.09 2030-31 $1,333.95 $1,987.59 $1,524.52 $2,271.53
27 $78,207.87 $9,775.98 $13,490.86 2031-32 $1,368.64 $1,888.72 $1,564.16 $2,158.54
28 $80,241.28 $10,030.16 $12,738.30 2032-33 $1,404.22 $1,783.36 $1,604.83 $2,038.13
29 $82,327.55 $10,290.94 $12,040.40 2033-34 $1,440.73 $1,685.66 $1,646.55 $1,926.46
30 $84,468.07 $10,558.51 $11,403.19 2034-35 $1,478.19 $1,596.45 $1,689.36 $1,824.51

Total $201,636.02 $800,128.71 $31,147.97 $115,300.12 $35,597.68 $131,771.57
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SITKA TEACHER HIRED 8/15/05 RETIREMENT
Si>ka
2 .6%

Annual
Raise

Investment 
Total @ 8.3% Annual Annuity New Balance New Investment 

Return

54 $800,128.71 $38,121.33 $762,007.38 $825,253.99
55 $860,423.56 $38,121.33 $822,302.23 $871,640.36
56 $767,310.36 $38,121.33 $729,189.03 $772,940.37
57 $660,264.37 $38,121.33 $622,143.03 $659,471.62
58 $537,781.62 $38,121.33 $499,660.28 $529,639.90
59 $398,214.90 $38,121.33 $360,093.57 $381,699.18
60 $239,760.18 $38,121.33 $201,638.85 $213,737.18
61 $60,443.18 $38,121.33 $22,321.84 $23,661.16
62 -$141,896.84 $38,121.33 -$180,018.18 -$190,819.27
63 -.$369,621.92 $38,121.33 -$407,743.25 -$432,207.85
64 -$625,314.71 $38,121.33 -$663,436.04 -$703,242.20
65 -$911,797.61 $38,121.33 -$949,918.95 -$1,006,914.08
66 -$1,232,153.92 $38,121.33 -$1,270,275.26 -$1,346,491.77
67 -$1,370,817.67 $38,121.33 -$1,408,939.01 -$1,493,475.35
68 -$1,493,475.35 538,121.33 -$1,531,596.68 -$1,623,492.48
69 -$1,623,492.48 $38,121.33 -$1,661,613.81 -$1,761,310.64
70 -$1,761,310.64 $38,121.33 -$1,799,431.98 -$1,907,397.89
71 -$1,907,397.89 $38,121.33 -$1,945,519.23 -$2,062,250.38
72 -$2,062,250.38 $38,121.33 -$2,100,371.71 -$2,226,394.02
73 -$2,226,394.02 $38,121.33 -$2,264,515.35 -52,400,386.27

** 2. ft

Health
Insurance
Payment
$96,602.00

$104,330.00
$112,676.00
$121,690.00
$131,425.00
$141,939.00
$153,294.00
$165,558.00
$178,802.65
$193,106.86
$208,555.41
$225,239.84

$24,325.90

HRA

$131,771.57
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Sec. 24.08.036. Fiscal notes on bills affecting state retirem ent systems.

Before a bill which would have an effect on the retirement systems of the state is 

reported to the rules committee, there shall be attached to the bill an analysis of 

the long-term and short-term costs to the state if the bill is adopted, as well as the 

impact of the bill on the actuarial soundness of the fund. The analysis is in 

addition to the fiscal note requirements of AS 24.08.035 .
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FISCAL NOTE
S T A T E  O F  A L A S K A
2005 L E G IS L A T IV E  S E S S IO N

Revision Date/Time (Note if correction):_________
Title "An Act relating to (he teachers and pi

Dept. Affected:
' R D U  _________
Component ________

Fiscal Note Number:
Bill Version:
() Publish Date:

Fiscal Note 8 Amended
SB 141
5/1/2005

Administration

Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

E x p e n d itu re s /R e v e n u e s

Component No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

FUND CAPITALIZATION 0.0

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f any c u rre n t year (FY2005) cos t: 0.0
Mark th is  box (X) i f  fu n d in g  fo r  th is  b ill is inc luded  in the G overnor's  FY 2006 budge t p roposa l: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

These costs are not costs necessary to implement this legislation and can be funded through the regular 
budget mechanisms.

Prepared by: 
Division

Approved by: 
Agency

House Finance Committee Phone 465-6619
Date/Time 5/1/05 2:32 PM

Rep. Mike Chonault. Co-Chair House Finance 
Rep. Kevin Meyer Co-Chair House Finance

Date 5/1/2005

( R o / 'M X J O T J V C " !  u W U ) Page 1 of





FISCAL NOTE
STATE O F A L A S K A  Fiscal Note Number:____________________________
2005 L E G IS L A T IV E  SESSION Bill Version: HCS CSSB141 (STA)

() Publish Date: ____________________

Revision Date/Time (Note if correction):__________________________ Dept. Affected: ____________ Administration_________
Title An Act relation to TRS and PERS creating a RDU Centralized Admimslrive Services
defined contribution and heallh reimbursement plans .................Component  Retirement and Benefits
Sponsor Senate Finance Committee_______________________  ___________________________________
Requester Senate Finance Committee_______________________ Component No. 64

Expenditures/Revenues_________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below._________________________
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2006 FY 2009 FY 2010 FY 2011

Personal Services 276.5 227.5 163.1 163.1 163.1 163.1
Travel 37.5 17.5 3.5 5.0 5.0 5.0
Contractual 667.0 327.0 352.0 397.0 397.0 397.0
Supplies 18.0 5.0 5.0 5.0 5.0 5.0
Equipment 30.0
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure) (12 5) (41.5) (41.5) (41.5) (41.5) (41.5)

TOTAL OPERATING 1,016.5 535.5 482.1 528.6 528.6 528.6

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0
1005 GF/Program Receipts
1037 GF/Menlal Health
1029 PERS (2.0) (4.1) (4.1) (4.1) (4.1) (4.1)
1034 TRS (10 5) (37.4) (37.4) (37.4) (37.4) (37.4)
Other (Specify Type-Do not abbreviate) 130.9 285.0 427.6 570.1

TOTAL 1,016.5 535.5 482.1 528.6 528.6 528.6

Estimate o f any current year (FY2005) cost: 0.0
Check th is box (X) if  fund ing fo r this b ill is included in the Governor's FY 2006 budget proposal: 

POSITIONS ________________________
Full-t me 2 2 2 2 2 2
Part-time 0 0 0 0 0 0
Temporary 3 2 1 1 1 1

ANALYSIS: (Attach a separate page if necessary)
This bill will create a new defined contribution retirement plan and a heallh reimbursement arrangement for 
new employees of Ihe PERS and TRS hired af.er the effective date of July 1, 2005. As the new plan 
significantly differs from Ihe current defined benefit plans, the division will be required to reprogram its 
computer systems, set up and account for two new plans, create new plan publications and forms, train staff, 
employer contacts and now members, create new employee benefit education methods on Ihe web, benefit 
seminars and one on one appointments, and to contract for financial planning services for members of Ihe 
new plan. The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees 
are separate. It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by 
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted by the 
boards.

eparod by: Melanio Millhorn, Director Phono 465-4408
Division Retirement and Benefits Date/Time 4/22/05 3 29 PM

Approver D y: Miko Tibbies, Deputy Commissioner_____________________________  Date 4/22/2UU5
Agency Department of Administration____________________________________

OMU) Page 1 of 2



F IS C A L  N O T E

ANALYSIS CONTINUATION

The eslimated administralive costs lo Ihe division bv fiscal year are as follows:

S TA T E  O F  A LA S K A  B IL L  NO. HCS CSSB141 (STA)

2005 L E G IS L A T IV E  SESSION

FY 2006 FY 2007 FY 2008 FY 09-11
PERSONAL SERVICES;

1 - Non Perm Analyst-Pgmr III - DC-Benefits Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant II - Range 16 52.0 52.0 52.0 52.0
1 - R&B Tech I/ll - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech II or Spec I - Range 13 49.0 0.0 U.O 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1
TRAVEL:

Employer Reporting Software Upgrade Install ? Jp 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0
CONTRACTUAL:

Communications & Fostage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2.500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accling, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0

667.0 327.0 352.0 397.0

SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,

telephone, set-up costs 30.0 0.0 0.0 0.0

MISCELLANEOUS (BOARD RECONFIGURATION. HEARINGS)
Board Member Election 2006/2008 0.0 0.0 0.0 0.0
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel Members/Staff -24.0 -24.0 -24.0 -24.0
Honorarium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Hearings-Office of Administrative Hearings 116.0 87.0 87.0 87,0

-12.5 -41.5 -41.5 -41.5

TOTAL 1.016.5 535.5 482.1 528.6

The above funding source is initially listed as General Fund because the exiling tiers of PERS / TRS are Defined 
Benefit plans, and the present DC plans, SBS and DCP are legally separate from the intended plan. It is assumed that 
by FY2008, as more employees ar j  hired into the new tiers, that program costs will be funded through an assessment 
on DC accounts, similar to the SBS program currently in place. General funds will be reduced 25% per year from 
FY2008-2011.

The new plan effective date is July 1. 200b. Therefore, startup costs will start in FY 05. The startup costs are not costs 
of the PERS and TRS Defined Benefit plans, Tiers 1, 2. and 3 are logically related; however, tier 4 PERS and Tier 3 
TRS would not be. The purpose of the bill is to separate the DB and DC side, A legal opinion was sought lo determine 
how tho funding and accounting needs to occur for tho new DC plan.______________________________________________





FISCAL NOTE
S TA T E  O F A LA S K A
2005 L E G IS L A T IV E  SESSION

Revision Dale/Time (Note if correction):_________
Title An Act relating to the teachers’ and pn

Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept. Affected:
‘ r d u

1
CSSB 141(FIN)
4/8/05

Administration
Central Administrative Services

Component Office of Administrative Hearings
Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2771

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

98.0 74.0 74.0 74.0 74.0 74.0
4.0 4.0 4.0 4.0 4.0 4.0

11.0 8.0 8.0 8.0 8.0 8.0
1.0 1.0 1.0 1.0 1.0 1.0
2.0

TOTAL OPERATING 116.0 87.0 87.0 87.0 87.0 87.0

CAPITAL EXPENDITURES I
CHANGE IN REVENUES ( ) I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Malcn
1004 GF
1007 Interagency Receipts
1037 GF/Mental Health
Other (Specify lype-D o not abbreviate) In!

116.0 87.0 87.0 07.0 87.0 B7.0

TOTAL 116.0 87.0 87.0 87.0 87.0 87.0

Estimate of any curren t year (FY2005) cost: 0 0
Mark th is  box (X) if funding fo r th is b ill is included in the Governor's FY 200G budget proposal: 

POSITIONS
Full-time 1
Part-time 1 1 1 1 1
Temporary

ANALYSIS: (Attach a separate* paye it necuszary)
This bill tranters to the Office of Administrative Hearings (OAH) adjudicatory hearing functions now 
performed by the PERS and TRS boaids with assistance from contract legal counsel. OAH would conduct 
hearings, exercise equitable powers, and issue final decisions, as well as perform ancillary pre-hearing 
functions presently performed by staff of the Division of Retirement and Eenef.ts.

The numbers of cases referred and hearings conducted, as well as the number that might be resolved 
through alternative dispute resolution o' on motions without an evidentiary hearing, likely would vary 
somewhat each year. To handle the additional caseload. OAH likely would need to add to the 
Administrative Law Judge (ALJ) staff a 3/*1 PPT in all years except in FY 06, when an ALJ PFT would be 

j needed due to the existing backlog of approximately 150 cases likely to carry over into FY 06.___________
Prepared by: Terry L. Thurbpe thief Administrative Law Judge (Acting)______  Phone 405-1 ph6
Division Office of Auminic live Hearings D^tc. ’Time 3/20/05 11:20 AM

Approved by: Midhael_A Tibbies, Deputy Commissioner______________________  D.de 3/29/2005
Agency Department of Administration___________________________________
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FISCAL NOTE
STA TE  O F A LA S K A
2005 L E G IS L A T IV E  SESSION

Revision Dale/Time (Note if correction): 
Title An Act relation to TRS and PERS creating a 
denned contribution and health reimbursement plans ............
Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

E xp e n d itu re s /R e ve n u e s

Fiscal Note Number:
Bill Version:
(S) Publish Date:

Dept. Affected: 
RDU
Component

Componen' No.

CSSB 141(FIN)
4/8/05

Administration
Centralized Adminislrive Services 

Retirement and Benefits

6*1

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise nuted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure)

276.5 227.5 163.1 163.1 163.1 163.1
37.5 17.5 3.5 5.0 5.0 5.0

667.0 327.0 352.0 397.0 397.0 397.0
18.0 5.0 5.0 5.0 5.0 5.0
30.0

(92.5) (41.5) (121.5) (41.5) (41.5) (41.5)
TOTAL OPERATING 936.5 535.5 402.1 528.6 528.6 528.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE_______________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Piogram Receipts 
1037 GF/Menlal Health 
1029 PERS
1034 TRS
Other (Specify Type-Do not abbreviate)

1,029.0 577.0 392.7 285.1 142.5 0.0

(9.0) (4.1) (12.1) (4.1) (4.1) (4.1)
(83.5) (37.4) (109.4) (37 4) (37.4) (37.4)

130.9 285.0 427.6 570.1
TOTAL 93G.5 535.5 402.1 528.6 528.6 528.6

Estimate of any current year (FY2005) cost: 0.0
Check this box (X) if funding fo r th is b ill is included in the Governor's FY 20JG budget proposal: 

POSITIONS
Full-time 3 3 3 3 3 3
Part-time 0 0 0 0 0 0
Temporary 2 1 0 0 0 0

ANALYSIS: (Attach a separata paqe if necessary)
This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for 
new employees of the PERS and TRS hired after the effective date of July 1, 2005. As the new plan 
significantly differs from the current defined benefit plans, the division will be required to reprogram its 
computer systems, set up and account for two new plans, create new plan publications and forms, train staff, 
employer contacts and new members, create new employee benefit education methods on the web, benefit 
seminars and one on one appointments, and to contract fur financial planning services for members of the 
new plan The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees 
are separate, It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by 
payments to the Office of Administrative Hearings to conduct disub'lity hearings, previously conducted by the 
boards.
Prepared by: Melanie Millhorn, Director__________________________________________ Phone 465-4408
Division Retirement and Benefits Date/Time 4/5/05 1:25 Pf.l

Approved by: Mike Tibbies. Deputy Commissioner_____________________________  Date 4/5/2Q05
Agency Department of Administration____________________________________

  n r .  r r o c u n u i i ) Page 1 of 2



F IS C A L  N O T E  H 2

S T A T E  O F  A L A S K A
2005 L E G IS L A T IV E  SESSIO N

HILL NO. CSSB 141 (FIN)

ANALYSIS CONTINUATION

The eslimated administrative costs lo the division by fiscal year are as follows:

PERSONAL SERVICES:
1 - Non Perm Analyst-Pgmr III - DC-Benefits Sys - R 16 
1 - Accountant II - Range 16
1 - R&B Tech I/ll - ER Rpting / Contrib. Recon. - Range 12 
1-Non Permanent Publications Tech II or Spec I - Range 13 
1-Non Permanent Retirement Counselor - Range 18

TRAVEL:
Employer Reporting Software Upgrade Install & Help 
Employer Plan Education 
Regional Counselor travel

CONTRACTUAL:
Communications & Postage
Computer System Redesign (Est. 2,500 hours in FY06) 
Audit, Accling, Tax, Benefits Consulting, Legal 
Training \ Risk Management 
Employee financial planning services

. PPLIES: Office supplies, calculators, desk-top software
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers, 

telephone, set-up costs

MISCELLANEOUS (BOARD RECONFIGURATION. HEARINGS)
Board Member Election 2006/2008
Board Training
Board Attorney
Travel Members/Siaff
Honorarium'Board Memoers
National Seminars (NASRA - NCTR)
Disability Hearings--Office of Administrative Hearings

FY 2006 FY 2007 FY 2008 FY 09-11

64.4 64.4 64.4 64.4
52.0 52.0 52.0 52.0
46.7 46.7 46.7 46.7
49.0 0.0 0.0 0.0
64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1

30.0 15.0 0.0 0.0
7.5 0.0 0.0 0.0
0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0

82.0 17.0 17.0 17.0
320.0 30.0 30.0 30.0
100.0 75.0 50.0 50.0

15.0 5.0 5.0 0.0
150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0

18.0 5.0 5.0 5.0

30.0 0.0 0.0 0.0

-80.0 0.0 -80.0 0.0
-15.0 -15.0 -15.0 -15.0
-40.5 -40.5 -40.5 -40.5
-24.0 -24.0 -24 0 -24.0
-29.0 -29.0 -29.0 -29.0
-20.0 -20.0 -20.0 -20.0
116.0 87.0 87.0 87.0
-92.5 -41 5 -121.5 -41.5

TOTAL 535.5 402.1 528.6

The above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined 
Benefit plans, and the present DC plans, BBS and DCP are legally separate from the intended plan. It is assumed that 
by FY2008, as more employees are hired into the new tiers, that program costs will be funded through an assessment 
on DC accounts, similar to the SBS program currently in place. General funds will be reduced 25% per year frum 
FY2008-2011.

The new plan effective' date is July 1, 2005. Therefore, startup costs will start in FY 05. The startup costs are not costs 
of the PERS and TRS Defined BeneHt plans. Tiers 1, 2, and 3 are logically related; however, tier 4 PERS and Tier 3 
TRS would not be, The purpose of the bill is to separate the DB and DC side. A legal opinion was sought to dutermino 
how the funding and accounting needs to occur for the new DC plan.

Page 2 o| 2



FISCAL NOTE
S TA TE  O F A LA S K A  Fiscal Note Number: ______________
2005 L E G IS L A T IV E  SESSIO N Bill Version: CSSB 14UFIN)

i )  Pulilish Date: 4/8/05__________

R evision Date/T im e (Note il correction).______________________ Dept. AfT&tlml____________Revenue tt 1
Tiiln An Acl relating lo the teachers' and public_________RDU  Taxation & Treasury
_______________ employees' retirement systems___________________ Component __________ Treasury Division
Sponr.rir Finance__________________________________________ _____________________________
Requester __________________________________________________Component No. 121

Expenditures/Revenues________________________________ (Thousands of Dollars)_______________
Note: Amounts do not include inflation unless otherwise noted boiov;
OPERATING EXPENDITURES FY 2000 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 214.5 214.5 214.5 214 5 214.5 214.5
T ravel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 214.5 214.5 214.5 214.5 214.5 214.5

CAPITAL EXPENDITURES | 1

CHANGE IN REVENUES ( ) I

FUND SOURCE (Thou. of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
10U5 GF/Program Receipts 
1017 Benefit Systems (SB5/DC)
IA fiom Aljst.o Reliremeiil Mrrjnml SQuid

0.0

0.0
214.5 2I-1 5 2 M b 214.5 214.5 214.5

TOTAL 214.5 214.5 214.5 214.5 214.5 214.5

Estimate o f any current year (FY2005) cost: 0 0
Mark th is box (X) if fund ing for th is  b ill is inducted in the Governor's FY 2036 budget proposal: 

POSITIONS
T uli-time 3 3 5 3 3 3
Part-iime
Tem puiurv

ANALYSIS: ( A u . t t .h  : i  i»v>.t/<ir<* /».*!<• i t  " t/C -  • s .n y l

S et' .ilt.ached analysis

I TiJparcd by: Bully Martin. Cumphollei t'tioni.* 405-2352
I iivn.mn Trr usury_______________________________  D ili T im e 4 '5/05 3:28 i M

Ani'iuved by t urn Boutin. Deputy Cniiiin issii m r ________  D.ile-V5/2005__________
A'.ti.'iii.y Department of Revr rtuo________________________________________
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SB M l creates j new o member Alaska Retirement MatfcgcfiMm (ARM ) B i i n l and nadaccs the current S 
■ember Alaska Stale Pension Investment Board I ASPIB) staffed by I he Trcasife Division. It also crMtcs a 
iJelineii contribution plan with employee and employer contributions, a separate defined benefit lua ltli fund 
and a health eate leimbnrsemeni trust Funds currently budgeted under the ASPIB w ill be transfcried to the 
uev. board. A summary of the fiscal notes follows.

St m a p . ' o l  1 iseal N'oles I v r t C 1 V07 FMIX 11 00 i YI O I M I

1 reasury D u i s i  >n l iscal  nol e  n 1 214.5 214 5 214 a 714 5 214.5 214 S

Alaska Stale Pens i on  In ies iuu-ni
Hoard l iscal  note  "7

-4,141.4 I 144.4 4 144.4 J . 144.4 4. 144 4 - 4.144. 4

\ K M  Hoard fiscal noie 4.7 t - l n 4.4 IO.ii 4 . 4 1 0 0 4 . 4 | n  fi 4 . 410 .0 4. 41 0. 0

A S P l l l  (. list «J \  atul M a n a g e m e n t
I ees fiscal note .‘*4

l. 'M.Vo - c l . 017.0 7 1.015.0 - c i . u i c . n -51 VMU< - 51 .0 15  0

\ P M  Hi a r d C ' i i s U h I v and
M.iiiajji' iiii 'nl 1 r e s  l iscal nole  a s

*! (t |  (j i  1 71 i  (. c l . ' ; * 51.01 i .o d / I P i , 5 1 . 01 3. 0

1 c a l Mt4 7 4st i  7 4MI 7 •It'll ■ 4 S 0 . 7 ■ISO 7

Re.cl: i n i  IA be tw ee n  die i wo !
. u u u B w i i l s  ' -21 4 5 -214.5 214 5 214.5 -214.5 -214.5  |

SI S 24 1 1 nt al  i n c V t m e n t a l  m i l s i o n . 2 200.2 2(i(i.2 2(.<i.2 | 2o(.,2 2oo.2

.Note I < u m n i n  1 (>(»'■ ot the I S t s u r v  I m  personal  * c i i u e - .  r ^ - 4  are  i nc l uded  in the  I i i a - a r s  D u  h  .-n
eouijii ' i i .-ut under  pi isun. il  se r .  lees I In >e m c t e m e i M l  e are i nc l uded  in the new A R M  m n l W t  (a-  m the pr i .u 
A S l ’Ill budge t  a* a cvotTTT.Ui.il e s p e u s e j  v>nnpl> nddr i j '  the two QideetC wo ul d  d o u bl e  c o u n t  this nntouni

I lie follow in;1 table, show s the breakdown ol iiieiemeiual cost:- h< budget category I ollowm:; are discussed 
the assumption. we lin n  made .mi! how these tot.il oM s haw  been allocated between liscal note I and .V

1 5 no 1 Y07 1 .Yus I ’lt'O 1 \  Hi 1 M il

I ’m oti.il 'c n n e - 214 5 214 c 214.5 214 5 '14 5 71 1 5
1 r.ncl 25 11 120 12 0 IJ.H 12 0 17 0

( enii.iciuai 15" t f t  2 i«i ' •'t 2 >‘t .0 1

Sii| phi-' 14 ' s 5 5 . s
S III4 I 1 * la l in e ic m in la l msts ?0(i.2 2oo.2 2oo.2 2oo.2 2oo,2 2oo.2

\ .smnp’ iens

I s l o w :: e aie the .i unpPon* u:>ed in a i r i M u j :  at t h e  c B i n . d c  o t  the i t twienient . i l  i i d ' s i t  ti

1 \  new del.ik .i u •iitrd'.iltoi; plan w ill ha \c a Muolai number ..ml n.peol options .is ihecuiicn i Supplement 
Metii lit*. item. Ml option, would be mailable on das oite ol the new plan \  plan imilar to S)is w ill 
lesnl! in flic line ol nppioMiaalch <> ni.i;iaeci,s and the establnhtncTl! ol o \e t fit additiona' ..itck.ccpnip’ 
.KYoni'ls at the custodial ban! and associated . .> o rut,ti-.' tecords

2 I heii o a neiS to add 2 additional p i^ 'e  w u a ! am! I .uidiWi f!W tee in i .fl .1, 'I to n . lud. a Stale
I n . i . l inen:  l i l l i c i t  II a n  V . eo t in ' .nn l  15 a n d  .:i M » u n t i r  e  I e .  h n i i i . m  II.  I h e  t o la !  i os t  o n  b i d e d  m  t l . e  

l i ' .v.d n o t e s  I'l l *i ul o l  t i n  w s t a l l  i s  5 2  I 4,5.

’  I in lii c lot one esii.i boaid iiieetitiv ii I lit* 111 > t seat lo r 'lie new boutd loo ip .in  /e atul ie.» iw  siart up 
training as m II as lund nc I"  te lle i t I .uldilion.il boaul rncnilvt ti.i.e lw ft (i utienl hudt ■ t in. Ind< >'. iaisRtJI
meiubeis)
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5. In year one. the cost for the esicriial consultant lo assist lire hoard in seleetini: h new managers. I lie 
curiVnt cor,line! cost lot iiintusycr sdrcMN is !i*3(i.U per se.ireli.

(i I lie cost* o l  a n  c f l c r n a l  c o n s t  I tanl  t o  c a l c u l a t e  p c r l o r n i . i n c e  o l  t h e  k i n d s  q u a r t e r l y .  I  o s ' s  a r e  e x p e c t e d  t o  

la? v .'m,<i y e a r  h a - e d  o n  t h e  c u t  r e n t  c o n t r a c t .

7, In I 1 JfMKi Slff l r .O in c o v c i  t h e  c o s t s  o f  a n  i i i d c p c u d e f l  a u d i t  l ev lew " I  t h e  pe t  l o n n a n c e  c o n s u l t a n t .  It is a 

t c i | i n i c i n c n i  in S H I 4  I t ha t  t h i s  c o n t r a c t ® '  h e  a t n l i i e J .  \V c e x p e c t  t h a t  . mo i l  t o  o c c u i  e v e r y  4 t o  5 w a r s  . i l tcr  

III.  i n i t i a l  a u d i t  r e v i e w

S. I lieie is a Y4ti 0 icducticn in cuneut cost* associalcil w il l )  the election ol incmheis .o the new boaftj wi l l  

he appointed In tiie "uvc-mor

I u  a s m  v D i v i s i o n  fisca l no te  --1

1 he I icasurs Division's lisc.il note include*S?I4.5 each year lor pcisonai m-i \ icc I lieie ire cvonuimcs i»l 
scale in inanaeine no csimcn's. I low ever, the lie '' Itiiui?. created hy Senate B ill l-*l wouK icijuire 
toiisideraWe additional icspoii .ih ilitic  l l  the u in D e ro ! option*. {paralleled the cMsiine SlrS IMan. that 
would lr.:ii*l.di o 11 new inunayc; am*'lints. a4 new itisloiha! accounts an J new - els ol monthly linaiicial 
tatcineii; with annual audit rci|iu iem ei\ti I lit  Deportment o| !\c\ cntrc ct.iientlv mauni'c*. a h ip c  nniuhci ol 

liiinis w ill: a limited insestiiieni and hack *dticc stall In oulc: to prm'cnll; meet the prospective* demand■ d 
Somite Mill ! H I u-iLs'un would need to hire alt addiiH ini m w ■linen! tat1 arid 2 middle Iw i.  o lticc tail

ll.ickyioaiiil

I ’tudcal aiui px-am li c management o l  u i \ csliiic.' il*. w .) P e - o u i c c  Intuiirivc p r o c e s s ,  'danat'tip a rnodeii' 
po:in In* is a Iroad x  pm f f l i l i j  w liuh  icqum's significant expertise m-d lnyh attention to detail.

I n .  e  l i icn!  m . U i . p c n n  tit r e  *p< ■■•siluliiu s i r c h n i c  l i i B c i u n p  : i ivcs in ic" i l  p o l x  y y u n i e l i n e s  d e v e l o p s  /  e i . - . tom 

. . s*e'  a l l o c a t i o n s ,  e o r n i . i e t t n e  i n v e s t : : , c M  n u m a p e i  sea iche.*.  | > e : h • m i m e  : m e  t m c n i  i i i .mai ' e :  i . . n  d i l i e c n v c  
n e . ' o ’i . i lme  a m i  . o i i i r .  e l m p  v  i tn  p : o * p  1 1 e.e- i i i auRnci T ni.itj.ii*iri n i v e . i n i c n t  uinii.ijrc-i i i ’l . t n  . lups .  

jAMWTurnt* p e r i l  ih{ p m f U ' I n .  i c h . i l a a e m . : ,  i n o n d o i i i i p  . .ml  o v . i l u a ' m u  • . n U s t m e n !  p e t l o n i t M i e e .  p r c s e n t i l  c 
a n d  c t ' i i s i i l i iuo  - ,u; | i  o ' . i T . . i | h t  o i p a n  iion**. iml  l o l l ow im* d e v e l o p m e n t s  in i x i  s i n i c n 1. i c . c a i c l i  a n d  a n n h l i c

t o o l s .

I I .i.la d u 'ii. ifM i's tiifC lit 111a11:i} 'c irle'111 ;c i|n iic s a  s ipn ilican l m le rt.u e  w !l li  ,.ek .uu! lOdd.e o ih c e  lu iis 'ho i, 
u u h n h i.y  Iiiih I a< co iiiiiin e  and audit, lua flne iny cm tod', and f  o f f l i n e  rel.itn i h :;o . cash man., 'i-uu-n' 
e .a ii iK  . Icnd iiic  d ip u a x lm y  n .*v l-. tu I com pliance n« i t " : in *

S m a l l  l i i l l  1 II wofff i j  e i c a t c  the e-sjuix. l ieI 1 ot t o m  n e w  t .u  als l<• n t . m . u t  |'C  i(^ipl>*v«e* I V h i u i !
< o  i p t . i O i n  \ i  c o u n t s .  P i e  E m p l o y e r  V e  t i n e  \  Vi Mb. tf.c ^ fc il.e a ' I ’- opuf l t i  I aTid, anil the J le. iltli  

I ' o i m I m i - e ia e i  t \ i  r. in i  i i u  lit I n u t .

11.1 I hiplovcc I S tiiu d I on tn l'iition Aciou iils  w i-iilil lik i l i  otter m p lo w t.* .- »e -i>e*n.ii-l wiilei.mpe ol 
on intciU option*. V u i oinp.iii-.on. l l , . 'Mii’p'eniciilal Ik* c"''s > U :n o ! li is a  lute ol (• u iye t *>l l i l i  
(a lc hinds .mil S m par.ill- assoi ela.*> kind*. t«’i a loial ol t < pim- . rli.it pailii ip.mi. ui.'r si-lcei tioin 

I *es i ill uu on | lie- ■ r i v ol in-> cs'iucnt *k !es |o o lle i. eau lime lor and lining in-, i - .sin cut inaii.rtei > .aid 
ix.iliia iiu  1 and upoMinp on investment iiianaj’ci pertoiin.iiu e v-.ouldlie; consultA dd-on  I'oirin uiideiiakim'

-I I in- cos ts  o l  c o m p u te r s .  o f f ui* e q u ip m e n t  unit  ot ' l ice  s p a c e  r e c o n l i jm ra ln m  is in c lu d e d  in vea l o n e  lor the
new sta ll .  In ail \cafc» h in iB j . '  is niclii ileil Air t ra in in g  in v e s tm e n t  k<J'twaic- su b s c r ip t io n s  (B lo o m tu - iy .
A fcIJbowk. S.V l* |:n<1 Mooiiv s r a t in e  i-rv ices )  anil m isc e i lu n c o i r .  s u p p l ie s  lo r  n e w  J laf t

I’iiy i 1 o l S
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I'lic l-mplnyei Vesting /u  counts the Medical Program bund, and the Health Reimbursement Arrangement 
I'rust would all likely call lot separate custom asset allocations. A ll three would indi\ idttalh require 

evaluation, reporting. ami periodic portfolio rebalancing. They would also require .separate custodial and 
accounting records including monthly financial reporting and audits.

I here is likely to be an additional consequence o! the change <o a defined contribution plan. Currently there 
is .a population ot 'participants in SBS and Deferred t 'ompens.T.ion that monitor tb.eir accounts daily. They 
olteii h.'ijrc questions w hcne\ ci tiicre are apparent anomalies in the change in the daily pi ices o f  the option* 
As .1 general rule, we Would say that members o fu  defined benefit plan are not as price sensitise. The new 
plan w ’ II greatly Incica*o the number ot mdi\ iduJs who are monitoring on-line data on a daily basis. This 
w ill correlate directly to an increase in the amount ol time we spend answering questions.

Alaska Mate Pension Investment Board fiscal note »2 
\laska Retirement Management Board fiscal note

W D c  |ieasut> may rc.i’ i / c  lee IcotiuimeU from existing investment 'relationships. it is un like ly  that the
contributions in tins heeounl can be commingled wi'tll existing accounts. That means that there would ne a
completely new set o f  account: lo r custodial and .i\_cour.ling purposes.

fiscal null 1 linnslcis the existing ASPIB budgeted tjjndmg to the new VKM Hoard. I Ins fiscal note also 
mehides the A KM boaul s sliaie of costs expected due to the implementation ol SB I -t 1,

f

' M ’lH hu h  cted lundum fuFal n o n

1 Vl in I v%S 1 VOS 1 Y0<> I A ’ 10 1 V II
4. 144  4 4 . 144  4 4 , 1 44  4 4 144 4 1 144.4 4 . ;44 4

In. ii ' i .eni . J  c o . i s  f rom S B  Id 1 v n  12 L'nr. ' t Jon 2 ' : o n : J nn . 2 2nn 2

total . o s t s  or, ns^al noi c  ' ? P .7.4-1 n 4 d in n 4 . - n o n  | •1.4 111 n 1 *1(1.0 4 4IO I.

M ini ETr| t ye.n lo ,;s in lAcal note a t me ludc Is I Mi u lot ihaliagel scLstioii: I Oii.U Ibr an audit M 'lhe
boatd 'spcrh’rn; m eeflftsu ltaul l Hits audit isa new leciinemeii! ol SUM !. It doesnol h a \ l lo  occur in the 
liis t . i . i i . but once done we would expect i' to occur e .cry 4 in :> V l.us I. M 5.1 assoJ.Ued w ith one 
additional meeting Ibr orgum/mg and aluV.itmg the new boaid member.: ami. .S2‘AH lot tompulcrs and the 
i tt'uc setup lo; the new wsjling,-. I hese total start up costs ate SA33 0

i 0 'going . o\t v inchi.Il mleig.geiu . L.uiigcbat k lo tin. ARM loi ll.e l ost.s (■! Ihe 4 new positions totaling 
'2 IT 5  ti.oe! Tin the additional ocrd member uhc vu iun t iva id  lias S membei* s-er.ar- ihe new board with 
11 in; inbef »; '  well a men -cd vine diiiccnee <■! ihe m-w fund man..gets,uni training lot ihe new Mid Cm the 
amount ol  ̂ i l ii, • l ‘ I m tin ’ ongoing cost ol phone*. information tu'lmolnoy l I aige tacks. .supplies .uni 
i.;iYv-.i:in*iji .script ion m t\ m s  lor I lie new stall ( I hew inchnk Bhioinbeig. A’ tdtllvWi’L. S»\ I’ and Moody ‘ 
/lid I i.ulew eh), a .V Ion  lednct'on m cmicnl cost as elections w id be eliinnsited: (».U p r ,eat lor the

v.ilci l.ilnui o| tl e new lunds1 petloimance By ;ui l sternal ro ii-u lt nt l ln  >e total or.-going costs ate >200.2.
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Stale Pension Cuslu ih and Management I- ces AM 
Alaska Retirement Management Hoard I'ecs HS

Fiscal nole N  n misters the budgeted Juiidin^. o f the Stale Pension CumMly and Management I ees to a new 
Alaska Retirenieii! Management Hoaid I ees component (fiscal note* A5) in the Department o f Revenue I'm 
the* new ARM Hoard Plus component includes llie investment management and custody costs ol'the cxistiny 
delined bene lit plans and \\ ill not be impacted in the foreseeable future by SM14!. Plea.-w note that in a 
delined contribution plan, invest manager lees and custodian costs are deducted liom  the individual accounts 
daily (through an adjustment to the per share pr.ee o f the investments). These costs are not included in the 
Department's budget.

1 3 on M 0 7 1 Y 0 | IT 0 9 1 V 10 1 V I 1

ASI'IM Custody and Management fees 
lisi-al note r,--| -31.‘M3 (i -3I3M3 '» -31.‘M i |ri -31 ffl3 .fr -31.‘M3.fr -3 l. lM3 o
ARM Hoard Custody and Management 
U  es fiscal note 5 31.'M3.fr 31 I3.i, 3 1.913.0 31.'M3.fr 31.913.0 3 1.9H.fr
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FISCAL NOTE
S I A l l: O F  A L A S K A
2(105 U X . ’I S L A T I V I - ;  S E S S I O N

Revision D a le /T im e (Note if correction):______________
Tille An Acl rdalinci lo the leacnerjL .and public

________________employees' reliromonl systems___________

Dept. Alleeted:
‘ RDU _
Component

FiS 'li Note N jniDcr;
Hill /nrsion:

Publish Date.
CSSB 141 (FIN) 
4/6/05__________

Revenue 1(2
Taxation & 1 reasury

Alaska State Pension
oponsor
Requester

Finance Investment Board

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

19731

Note' Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travc'l 
Contractual 
Supplies 
Et|uif»irieiJ 
Land & Slruelures 
Grants & Claims 
Miscellaneous

(127.9) (127.9) (127.9) (127.9) (127.9) (127.9)
(3.81)6.5) (3.896.5) (9.R96.5) (3.896.5) (3.896.5) (3.896.5)

(50.0) (50.0) (50.0) (60.0) (50.0) (50.0)
1/0.0) (70.0) (70.0) (70 0) (700) (70.0)

TOTAL OPERATING (4.144.4) (4,144.4) (4.144.4) (4.144.4) (4,144.4) (4,144.4)

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands a ' Dollars)
1029 Pl-RF Retirement (2.563 5) (2,553.5) (2.553.5) (2.553.51 (2.553.51 (2.553.5)
1034 Teachers Retire ment (1.277 3) (1.277.3) (1.277.3) (1.277.3) (1 277.3) 11.277.3;
1042 Judicial Relrem enl (31.61 (31 6) (31.61 (31.11) (31.0) 131.0)
1045 Neti'rnal Guard Retirement (63.0) (63 0) (83.0) (83.C) (83 0) (63.0)
1917 OeneMs Systems (SBS C O (1990) 1190.0) (199.0) (199.0) (199.0) (199 9)
Other (Spi-u!/ Tvr.e -D’j  nui aPLvev ih-;

TOTAL (4.144.41 (4.144.4) (4.144.41 (4.144.4) (4.144.41 (4.144.4)

Estimate of any current year (FY2005) cost. 0 0 ___ ____________
Mark th is box (X) it fund ing fo r th is b ill is inc luded  in Ihe Governor's FY 2P0G budget proposal

POSITION'S
* j i l  time 
Part-mne 
1 emporury

1

1

ANALYSIS: lAU-ich o cryi.tvto rorje it eerv.'  if*
Sec attnr.hod .nria lysi.

Hi it* M f t  r Coniptruller
I n i p ry

Pn , :ir» : t > 
rn.iM Jii

Appro*ed by Tr n Boutin, Deputy Comm . uiiuf
Ai|cnry  Department nf Ri.-vnrnin____________

Phone 465-2952
O at./rim e  4 G * j  3 I'It PM

Date 4 s/?aor.

f '.-igi* 1 uf £»



SU N ) crt-iiiCsLi new 0 mc-nibfi Al;iska Retirement Manuyemenl (ARM ) Board ami replaces the current S 
member Alaska Sij.tl* I'cusion Investment Board (ASPIB) stalled by llic I'rcaitiry Division. It also creates a 
defined contribution plan with employee and employei contributions. a .separate delincd benefit health fund 
and a health care reimbursement trust, l unds curiently bmPetpd under the ASPIB w ill he. transferred to the 
new hoard. A .summary o f the liseal notes follows.
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Su m m ary  | . f  f i s c a l  N otes 1 YOO I Y 0 7 1 Y0S F YOO 1 YIO 1 I V I 1

I 'fwjsur.  D iv is io n  itscul no te  *.‘ 1■ 2 f t  A 214 5 214 .5 214 .5 214 S 214 .5
\l;iska ‘Mate Pensinn  I rn es tm e n i  

B oard  liseal nole  "2
-1 .144.4 -4 1 14 4 4.144.4 -4 .144  4 -4.144.4 -4.144 4

ARM B oard  fiscal no le  Q 4.73-l .n 4 .41 0 .0 •1.410.0 4 .4 1 0 .0 3 J  10.0 4 .4 1 0  6
A S I 'IB  r u s in d v  yud M uuaeem ee.l  
1 ees  liseal no le  *-:4

-3I.OI3.r> -31 .013  0 * 1.01 i 0 31 .013 0 -31 .013 .0 l .o  n r ,

A R M  B oan!  I uslody and 
M a n a p e m e n l  1 ees  fiscal no te  *5

31 .013  r. 3 1.0 13. 6 ; 1 o 13 o <1.013 0 3 1.01 ?,(> 31.013 r.
Total S04 1 4 Ml 5 4 S i f t 4MI.7 4* 0 .7 -ISO. 7

Back oul 1 \  b e tw ee n  the iwo 
to i i .p o n en is 214.5 214.5 - 2 1 4 . ' -214 .S -21 1 i -214. s

SP.M1 Tota l i i iv r r rn c n tn l  cos ts 5011.2 : n n .2 2 n 0.2 2 O0.2 200.2 , 200.2

Note P < unentp 1"0" 1-1 die iw tsu ry  D i \ imoii's personal scrv i. l*s costs ire included in the treasury Division 
i i ’.'iiponeni under per s.'ii;d s. r\ n es I l.esc mrreniciual >. O'ls are ineliWi’J in llic new AI7M tuidpc; (.if n  l ie  pn< r 
A s l ’IB InnhMl as a i oiiroeiir.il expense). dimply tWrtine Pie iwo budireis would double Yount tin. amount

I Tie follow ine table how s the breakdown o! iAremenl.il eo Is by hudpet category I'o llow in.’ are dismissed 
the assumptions we h..vc niaele M :l hov\ these total costs have been allocated between lise.ri note I and ?

1 YOU 1A 07 1 Vi IS I YOO 1 3 ill 1 > 11

Per s,'lull .Scr\ ice* 2 1  i  ' - 1 4  5 214 5 '1 4  s 214 5 '1 4  5

1 r.-.v el 2 < 0 12  0 12  (1 1 '  0 12 0 12 0

( eliiravtu.il j  <7.3 ,<o _ 1 30 <0 2 3‘«.2

Suppl ies 14 5 5 s s s r.
M IN I total incremental costs 500.2 2(.o,2 200.2 2(,o.2 2o(,.2 2oo.2

AssnmpljyMs.

I ollow ini' ate the as>nmptiojJ> usPl in a tr i| me at the estimate • •! 11: e tneiemeutal cof Is .it’ SB I l i

1 A new defined eontrdjflH ii plan w ill lum  i stmtlai mnnl'ei and type ot options as tire uieu.t Supplenu nt 
Benelils Sc item. A ll opiums would be available on day one ol the new pi. n A plan sin il.u to '  4<S will 
lesiilt m the hue o! approximately d niunapers and the cstuhliimm*nl ol me r : 1 a il3 llm a l 1 an.' Ja epm;: 
aecouti’ s at the eie.toiital batik .md associated jcP n m liti"  rccoids

2 I iteie is ;i tteeil to add 2 tiOvlitional protee.ioiial .aid I add.lnuiai teeluiw il .tall to Btcluiie a State 
l i ’ .eslment ( >!!nci II, on Ac. outitant IV ami an AeJ.uiiitine I echuiciau III. I he total cost ineluded m ti.e 
I wal noli s pi t year ol these stall rsSJI-! 5

a I in id iiri* lo i one ev tia  houol meetinp in  the I ml y i ai ft 't the new board In nip miM .and te e c iu  la fl-u p  
ti. i i it in p  a . w ell as Tnridine. to Je lled  I rw H tio iia l ho.m l memhet tta v i Imp t iu r ie n t  hudpel m ehid i N cxt-.lm  ' 
invm'het I

P a p e o l  5
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5. In year one. the cost lo r  die external consultant lo  assist the hoard in .selecting f> new manager.-.. The 
current contract cost fo r manager searches is 3P3t>.() per seaieit.

n I he costs, o f  an external consultant lo  ca lcu la te  perform ance o l th c  funds quarte rly . Costs I r e  expected lo  
be !>?<>.<> year based on the current contract.

7. In U f  lU flrf S liK M * to cover the costs o l'a ii independent audit review o l th c  perlbnr.ance consultant. It is a 
tcqu irem cn i in S B I4 I t hint th is  eomi actor he audited. W e expect llra l audit lo  occur every 4 to 5 years after 
the in it ia l audit 're v ie w .

S. I l ie ie  is a S I'M * icd u c lio n  in  current costs associated w ith  the e lection  o i members as the .<cvv hnarii w ill 
Ik  appointed In  the governor.

I reasu rv  D iv is io n  lisca l note ft I

I lie I rw ijfcny D iv is io n 's  lisca l Bute includes !5Jm4„S eacli year I'm pcisonai services. T l ie f l  arc ccoim m iu* o f  
:-c.de in inanaL'inL' invV'Mmcnts. I Iow cv lT . llie  new la n d . created hy senate B il l ]4 |  w ou ld  tcqu ire  
considerab le  a fld ftiona l respon.sibtlitie.s. I '  the num ber o f  options para lle led the existing SBS I'lau. that 
w ou ld  tra iis la le  lo  la  new managei a ccoun t' '»  new custodial .u c o jn ts  and ' new cels o! monthly lii ia iic i. il 
‘■lalcmciits w ith  anim al audit requirement!!. The Departm ent o t Revenue current!), manages a huge m iinhcr o| 
lum B  w ith  a lim ite d  investm ent and hack o ffice  Muff, In ordei to  p ru d cn tli meet liie  prospective dcmaiuls W 
Senate B il l  14!. ! icas iirv  w ou ld  need to hue an additiona l investm ent .sla't and 2 m idd le  back o t l i . c  staff!

Background

I'l iid c n t ami px.d.actU e uium u.'cineiil o* uc.c-tm cnO  is :t icsom cc u iM i- iv c  pioecss Managiln a modem 
p o rtfo lio  14 .i b iond t f l js p o iif& ili iy  w h ich  requires si •m licant i q u T lisv  and Inu'li a tic i.tion  if j  dela.il.

lu v e s tm n j management ! i .p o i-uh iiitics  m i Ind i designing m vc Im ent p o lii y guidelines, developing i  a Jo in  
n-sci a l l .s . .lion-.. c o i k L j i i i .  investm ent in....agci -catches. p c ifo n n iiw  m vestiiicn ; ri.m agci due diligence, 
m g i i i i . i l i i i !1 and I'o n im c lit ig  v\ ilh  p io -.pcc tiv i niatiagci-., managing u ;vc:.tu icn i manager ic 'a tio iisn ips . 
p i i lo in n u g  j 'c r io d ii  p .K ifo lio  ich a la u c iiig . r io m to im g  and c v a lu a lire  investm ent p d lo n n a n c c  p ivseiiling 
and c i'U s iiItn il* w it l i  o vc is ig lit o ig a n n v 1 ons. and follow  u : developm ents in investm ent rcscDch and .a ia k in  
looh-

In a ik lit io ii.  investm ent in.magem cnt requires a s i* t ( f ic a r l it le il't < c w ill) hack and n iddle o ilm . lunvtio : . 
i i i i iu d in g  h ind a i000)11111!’ a.id audit, managing c . r  n dy and hi« k.-mg ic I. li.m s lnps i h in M i^ o iu c n l.
• cent il ie-> h tillin g  . I c  uauh tg a ,.,e!->. .ant co inp .ia iu  e n.ou toi im 1.

‘Jc'ii.r c B ill M l w >:ild wicalc die cqinvalcii I Joui new !imd» li B iiiagu the I inplovic Dcl':fi< 
i'o iiirdu a io ii Accounts, ti.i I i ip lo v u \ ,  •:i r j  ftcco-.inii.. i|,c Medical I'log-am I utni. .aid th e lh  th 
I'l-im b.io emcui Tuaiigcmeni I r id .

I lie I m p loycc D efined <. n i i t i ih u lio ii  U eoun ts  w oald likc iv  o l 'lu  einph'Vces a ica o iiahlv w id. r.m gi o| 
m vc iiu c h l options ‘vs a S n ipan .son . liie  S u-'p lc incntti! Benefits System o l lc i  a m i i i c  o f  n m igc! m l i l i  
; n h  fu n d , and vpa ia le  a .sc* i lass fuuil.s lo i a total o ! 14 op tions lh.il p .u lic ip .m t^  may d e  I liom  
D e rid in g  on the m ix  o| inVcstitiwnl M Vli • to  o lle t sca ic lim g lot and liin n g  m v ts iu ic n i managers, and 
cv a lna ling  and iep< inng  «>u inv i tmem manager n J  lo n iia in  c vm aid he a CTmsirfi-r.ibli* n ii-g-ung m idena1

•! I lie c o s t s  o f  c o m p u t e r s .  o f f i c e  e q u ip m e n t  mid of f ic e  s pace  j c cou f ig i i n j t i on  is i nc luded  in y e a r  one  for the
ne w  staff .  In all  y c a i s  b ind ing  is i nc lud ed  lin t ra ining,  i nves tme n t  s o l i w m e  subs c r i p t i on s  ( B loomberg .
Yieldlwtok,  SAil’ ami  M o o d y ' s  r a t i ng  s e rv i c e s )  a nd  mi see i l ane ou v  supp l i e s  fo r  new  f t  a If.

I ’ m c > o l s
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W h ile  I ic iisurv may r e n l lv  lee economies from  ex is ting  m scstm cn l rcl;itii.>nsliij>s. il is u n like ly  llu il the 
iln lr iV u t iO iis  in th is account cat; he com m ing led  wish ex is ting  accounts. I .nil in '.ms lliu l I here w ou ld  be a 
com p le te ly  new se' o f  accounts fo r custodia l aiul accounting purposes.

Ihe hmploycr Vesting Accounts. I lie Medical I 'Ingram I ind. and I lie Health Re mhutsenienl •\rrangenu nl 
I rust Mould all likely call for separate custom asset allocations. \ l l  three wouli individually require 
evaluation, reporting, and periodic portfolio rebalancing. They would also reqttiic separate custodial ami 
accountinS records including monthly Imanuial reporting and audits.

I here is likcls to be an Additional consequence ol the change to a defined conti nation plan. C uiTcntls there 
is a population ol participants in SHS and Deferred t  oinpensnlioti that monitor heir accounts daily. I hey 
often has e questions w hcncvcr there are appaient anomalies in the change in I hi daily prices ol the options. 
As a general rule « i  would say that members oi a detincd benefit plan arc not ; s price sensitise. I he new 
plan w -II Lieally increase the number o f mdis ideals w ho ate m on ito ria l on-line lata on a daily basis. I Ins' 
w ill correlate directly loan increase in the amount o f lime we.spend an-ovcring ( uestions.

Alaska State Pension Investment Hoard fiscal note #2 
Alaska Retirement Management Hoard liseal note

fiscal note r;2 tran&iers the existing ASI’ IH luidgcled limding to the new ARM I oatd. I Ins fiscal note a «o 
includes the M S t hoard's share o f costs expected due to the implementation ol SH l-: 1

1 YOn F W 7 I S ’V i i U t ' J I V K I  1 J V I I

A S P IH  lu iJce tc ;!  I i . i u ! : : i t i s m l  n lue - i . ; 4-j.-* . .  . 1 — — J j + j  J -1.1 44.-! 4.1-44 4 4 144 4

t iK r e m e n u l  r s . s  If. 15  ^ H 1 -1 1 5U(.».2 2 <>f.: 7 6 F 2 I p l i .2 2 <>n,2 ’ 2 nf).2 1

IoU.I e i " i s  i>n fiscal m a c  :■} q . - r i u n •I. 1 I t ) » 1.4 KM. -l.-lll l.n 4 -110.ii

lo ta i lirs t \ea i i I'sts in fiscal note include ►S'ijS’JJW I**t f ja u a g u  selection i l ’U i 0 lo t an audit |f l '.Ik  
board 's  perform ance cousullant ( I !ns audit is .1 nese ivq u u cm ch l o l £ H M I II cs not base Jo t c. ui in the 
lirs l seat, hut once done we w ou ld  expect it to ocelli cse is -I to 5 seats ). > l j .U  i socia d Ssith one 
add itiona l m eeting lo r o rg a n i/im t and educating I he new hi ..ad m e m b e r s ;  and, Tcflf c v i iE g u ^  .aid llie
o ft ic e  setup fi>: the ness positions. I hcse In!..' start-up v<>-a-; ate v ' . !  ■(l

( t i i . - jo u r : exists m chide m is i.m e.ic c lia ig e h .i.k  to the ARM lo i Ih c v o 't  o l the - tiew p<*Mhon> lo t.dmg 
S3 f t  51 lias el lo : the add itiona l hoaiJ m e.uher (tlic  . uituHt hoatd I..;-. 3 m e m iv t . vcr -us the new m;;td w r l i  
11 m em he is i as w e ll a ncteascd 1I..1 d th e e iK o l  the new h ind  m. uage is .au i It: m ug lo t the new ' . i l l  m the 
..in. i i i ' i l  o l I > <> r J i 'o R '  <Bieowj£ cu.-.i3H>honc iuJ« ti11.it o ti ' c l lino logs ha tgo b.'u Iks. supplies and 
inse intent s u h .c 'ip lu ‘11 e o ic e s to i the new ' !  i l l  ithe.->e la c lu d . H li o a ih . ig .  't a Idh .iok. SA. P and Moods % 
and I rudcw cb l. a > -too  ic d u c lin ti m i mu ut cost i . ekea ions n i l l  he s iin iliu t. 'd : V 't iu  p.n jc .n  h a ''a. 
c.tlf illa tio n  o l i lie liesv lands ' pci li'iin .m e c  h > .at external c .n tv d ! m l I liC'C lo ta  o n -going costs ,ue !s2(»o _
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S tu tf IV iision C uislodv mid Management bets P4 
Alaska Retirement Management Board Fees P5

Fiscal note transient the budgeted landing o f the Stale Pension Custody anil Manugcniciil l ees to a new 
Alaska Retirement Management Board I ees component (fiscal nole "5 ) in the Department ol Revenue J'or 
tile new ARM Hoard. This eomponent melude.s the investment management and euslndy costs o f the exist'tig 
delined htnelit pians and w ill nut he impacted in the Idrcseeuhle liiture by SB 141. Please note that in a 
del fle d  contribution plan, invest manager lees and custodian costs are deducted from the individual accounts 
daily (through an adjustment to the nor share price o f the investments). These costs are not included m the 
I >epailnient’ s budget

I V0(i F V(l7 l-'VOX FYO*) IV  I f IV 11

ASPIB ( ustoilv and Management Fees 
iCval nek •■■■( I V 11 n A |.0 l3  0 A 1 f. A i.n t 3 <i -3 l.u 13.0
ARM Bo.udi LOiod. .hiJ MauuL'ement 
I tvs lu Jfc! Mote -K~ ST.VI3 f, t l .s t t .d J| ,<i 13 (, 31 A t . 3! i  13 (> ’ 13113.0
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FISCAL NOTE
5

CSSB 141 (FIN)
4/8/05__________

Revenue #3
Title An Act relating to the ton-,hers' ana public  RDU  l  uxation & Treasury
_______________ em ployee^ retirement systems___________________Component Alaska Retirement Management
Sponsor Finance__________________________________________  Board_____________
Requester __________________________________________________ Component No. ____________

Expenditures/Revenues__________________________________(Thousands of Dollars)____________________
Nole: Amounts do not include inflal on unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 214.5 214.5 214.5 214.5 214.5 214.5
Travel 23.9 12.0 12.0 12.0 12.0 12.0
Contractual 4,481.7 ■1.183.6 4,183.6 4.183.6 4,183.6 4,183.6
Supplies 14.5 0.5 0.5 0.5 0.5 0.5
Equipment
l.nnd & Structures
Grants & Cluims
Miscullar 'ous

TOTAL OPERATING 4,734.C 4.410.0 4,410.G 4,410.6 4,410.6 4,410.6

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) : 292.6 339.4 386.2

FUND SOURCE (Thousands of Dollars)
1029 PLRS Retirement 2,553.5 2.553.5 2.553.5 2.553.5 2,553.5 2.553.5
1034 Tear,tiers Retirement 1,277.3 1.277.3 1 2/ / .3 1.277.3 1.277 3 1,277.3
1042 Judina. Rutrumenl 31.6 31.fi 31.6 31.6 31,0 31.6
1045 National G j.u r l Retirement b3.0 Lj .U 63.0 83.0 83.0 83.t.
1017 Benefits Systems (SBS/F/C) 199.0 193.0 TS0B 6 332.1 265.6 465.2
1004 OF 500.2 266.2 l>6.6 133.1 199 6 0.0

TOTAL 4,734.0 4,410.0 4,410.0 4.410.0 4,410.0 4,410.6

Estimate of any current year (FY2005) cost: 0 0
Mark th is box IX) if fundinci fo r th is b ill is included in the Governor’s FY 2006 budget proposal; 1 1

POSITIONS
F ull-time
Part-lmr*
Temporary

ANALYSIS: ti . fry 4 I
Sen .Itluche ] an il/w s

l: r« |'.jii'd  t'v Deity t.fadin. C.mn, (M W
Division ^luasuiy__________________________

Approve it by. lo rn  Boutin. Deputy C o rimi s |im i
A jr.ucy Departmr nt ot Ruvonufi

r U n i  465-2352 
I i.i'.n. Time 4:5\J5 370  I'M

I)JIl 4,'5/2005

Revistun Dato,'Tune (Note if correction): Dept Affected.

STATIC O I" A L A S K A  Fiscal Note Number:
2(1(15 L E G IS L A T IV E  SESSIO N  Bill Version:

pj Publish Dato.

I I  j  * . V  ' *  V/MI P,Kji? 1 Of 5
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SH I4 1 creates a new 9 mcmhct Alaska Retirement Management (A R M ) Board and replaces (lie current $ 
member Alaska Stale Pension Investment Board (ASPIB) stalled by Ihe I reason Division. It aKo creates a 
defined contribution plan with employee and employer contributions, a .separate defined benefit heallh fund 
and a health eaie reimbursement trust, funds currently budgeted under the ASPIB w ill be transferred to the 
new board. A summary o f the liscal notes follows.

Summary o ff is c a l Notes I-Y06 1 V»7 IY iiik 1 PY09 i Y 10 P Y II

t reasury D ivision fiscal note *  1 214.5 214.5 214.5 214.5 214.5 214 3
Alaska State Pension Imeslmenl 
Hoard fiscal note "2

-4.144.4 -4.144.4 -4.144.4
1

-4.144.4 -4.144.4 -1.144.4
ARM Board liscal note 73 •t. 734T. 4.4 nu> 4.41(1.6 4.410.0 4.410.6 4.410.6
A S I’IB Custody anJ Manauemcril 
i ees fiscal note •V4

-3 IN  13.0 -31.913.6 -31.913 6 -31.913.6 -3 i . 913.6

1

-31.913,6
ARM Board Custody and 
Management 1 ces fi.s* ill nolc 45

i l.o13 6 31.913.6 31.913.6 31.913.6 31.9! 3.6 31,913 6
1. . ■ I m il 4.SII.7 4 7 4S0.7 4 SO.7 4X0 7

B w  1. m u  TA belwccn the Iwo 
components -214.5 -214.5 •214.5 -214.5 214.5 -214.5
SB241 'Total Im Tcm ental cos's 5911.2 206.2 260.2 206.2 260.2 266.2

Nyte I: Currcntb fflflWtid llie Treasury Dixisiou'f'pciRtftMk'crvBcN costs are indued in the Iloasiiiy Division 
component under personal sen ices These incremental 4n»ts are included in the new ARM budget (as in the prior 
AM'IU buduet as a emitraciuJI esnetisej Simply adding the two hinlects would double count this amount.

l in following table show.s the breakdown ol incteinental costs by buduet calejjory Polhnvini! ure diseussed 
the assumptions w - |i;o e made and how these total eosts have been allocated foriwecu liscal note I anti 3.

PY06 IY07 ! VOX I-Y09 1 Y10 1 V I1
Personal Sm  ices 214.5 214.5 714.5 214.3 214.5 214.5
1 r.ivhil 23.9 12.0 12 (1 12.0 12 0 12 0
0 • •llllMCtll.il 337.3 39.2 .39 2 39.2 .39.2 39.2
.Supplies 14.5 .5 .5 3 .5
SH141 Total incremental costs 5911.2 200.2 260,2 21.0.2 200.2 200.2

\N s iim p iio :i'.

fo llow  flip arc the assumptions used m .iire.ine at tin. estimate ol the inc icm cnlil costs ol SB14I

I. A new defined conniluttio ii plan w ill li.r.c a similai munber and type ol fip lium  as the e iiueri 'Mipplcmciil 
Benefits System A ll options would !>c a\ailublc on day one ol the new plan 'i plan simil.n to SMS wilJ 
icsiill in the hue ofnpproM m auly o managers and llit establishment ol over h> additional sal'ekcepinp 
.Kcoiitit i.' tlie euMedial haiJfc and as't'ciaietl .iccouiitinc lecoiJs

2 I lieu is a need to add 2 additional piolcs.sioha! ami I aildition.il technical slab lo include a Slate
ln \ i intent ( l i ic c r  II. an Accountant IV and an Acenunimjj I celmician I l f  I he total cost in. hided m the
Vv ,1 holes per ye.u f» fthese stall t; $214.5.

V 1 undine lot one c.Mia boaid mectinp in t he  'li/M ye.u l" r  the new ho ml to ilrpam/e and tcceive start-lip 
tum ine as well t i . fundine to hr Meet I additional board menibet ti i vi Im i1 (curtenl budpet inelude M i \istinp 
mcjiihets).

I’a p c  9  o l  5
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5. In year one. the tost for the external consultant to assist the board in selecting 6 new managers. The 
current contract cost for manager searches is SoD.O per search.

0. I tie costs o f an c.xiemai consultant lo laleulale peifomiance o f the fluids quarterly. Costs are expected to 
he S3(J.0.\cnr based on the current contract

7. In FY2<H»h M o f fo  to cover the costs o l'a n  independent audit rev iew  o f th e  perform ance consultant. It is a 
icq tu rcm c iil in SB 14 I that th is  contractor he audited. W e e.xpee! that aud it lo  occui every 4 to 5 ycuiB tdVer 
liie in it ia l a tid i! re v iew

S. 1'heie is a S4U.0 leduclion in current costs associated with the elect."' i 'I members as the new hoard w ill 
Ire appointed hy the governor.

Treasury Division liscal note tfl

l iie Trcasurx I )ivt-,ioris liscal noic includes S2I4.5 each year for personal services. I herc are economies ol 
scale tii managing im  cstmcnK I low ev er, the new lands created In Senate B ill 141 would require 
considerable additional icspun jjhd itio . Il live number ol options paralleled the existing SBS Plan, lli.it 
would translate to 13 new manager accounts. 31 new custodi J  accounts and 4 new set.4 o f monthly iinancial 
slalements with annua! audit requirements. I he Department o f Kcvv mc currently manages a large nnmhci o| 
funds with a lim ited iiivestmenl and hack oflicc staff. In onlei lo prudently meet the piospeclive dcinamls ul 
'senate B ill M l.  livasmv would need to hire an additional investment stall and 2 middle back office staff

Bad 'round

Prudent and p io ilm n v t management o l’ mvestii'cnt is a rcsnitr'ic intensive prowss M bunging. a modern 
po itlo iio  is a broad Icspotisihiliiv vducli require .significant cs’pcidsc and iiigb allcution lo dclad.

In iv sim cnl m anagement n  q n i i  ihdm es m c liiu c  i t  signing inv tu p ic i j i  p o lic y  guidelines. ilcv d o p ing  custom 
a--,cl a llo ca 'io iis . conduc iiug  in v i ' im c i r  man: gei .eaid ics. p e rIn rm un j m v e 'tm c ii! n iatiagci dm diligence 
i ic g o h a iira  . m i c o n in r tT iu  w :ih  prospective m a r ,m e.s. m anaging invesiu.ent manairci id a tio :is ln | ' 
p i i lo im in g  p e rio d ic  p o rtfo lio  rebalancing, m on ito ring  and eva luating investm ent p c r lo !mancc piei.eiumg 
and consu lting  w ith  overn ight organization-., and fo llo w in g  dcvdopm en ts  in investm ent research ami anaivtn 
tools

In addition, investment management icquircs a iigm lkan l m lcilace with bad; and middle niTicd lunctioii. 
mduding Ian.I ...ceoiiiilmg ..mi audit, managing etistodv and biokeiage ivl.jlioiislnps. cash mun.itkinenl, 
ecurilie.s leialing. .sTiIeguaiding assets, and compliance monitoring.

Senate B il l M l  w ou ld  create th e cqu iv. lent o l lout new fu n .Is to  manage, the I m plovcc i k  lined 
( u id n l'w lio n  A m oun ts , d ie  I m p lo yc t V J f f l ig  Accounts, ilnj M c d i.a l P iogm iu  I und ami l l i j  lie , :l 
I 'e im ln u  em eiil A nn iigcm ctU  Ir u d .

l i e  I iitpioyvc D e lin li!(  out! ibulio ii Account1 would Itkdv otter employees a tea .nimbly u n it utugeo! 
im c.im ch! option.'. As .. comparison. the 'siipplcmciatii IV m  tits SvAGTli olTct» a stflleo! <> targe! . i Ilk  

v+c Initvls and v separate asjtC! d a s s  luinK P r ti total ol I ! npti* im that p.irtieipants mav select limn 
I »c idiiiy q lt. u ,|X (1| n iv csiiiii nl si v Is s to oitv i , sc..idling lor at.d liirmn n o c J in e jl niiti.ipen. ,u d 
evaluating ami icpol llug on inv v stnicnt man.uici pci K-iiiam. e vv mdd he a co u s id c ijd i oii-going uiivleitnl mg

J. The ci .sis o f  computers, o ft ice equipment and office space reconligura lion is included in year one for l he­
rn, w staff. In all years funding is included lor training, im cs im eiit software subscriptions (Bloomberg.
Y ieldbuok. S it I’ and M oody's rating services) arid miscellaneous supplies lo r new s ta ff
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While I reasury may realize lee economies from e \is !iii”  investment relationships, il is unlikely that I lie* 
contributions in this nccounl can he comminuted vvilh e.sislinr accounts. I I at means that there would he a 
completely new set o f  accounts for custodial and accounting purposes.

The I-mployer s csliny Accounts, the Medical houram Fund, and the Health Reimbursement Ananecntcnl 
I rust would all like ly call for separate custom asset allocations. A ll three would individually requite 
evaluation, reporting, and periodic portfolio rebalancing They would also require separate custodial and 
accour.liiip records iueludine monthly financial reportin'.1 and audits.

Ilic-c is likely in be an additional consequence n fihe  clianpe to a defined contribution plan. Currently there 
is a population o f parlidpants in SBS and Drferred Compensaltoii that monitor their accounts daily, They 
often have questions whenever there arc apparent anomalies in the chance in the daily prices o f the options. 
As a ceneral rule, we would say that members o f a delined fleiieDt plan are not as price sensitive. The new 
plan w ill crcatly increase the number ol individuals who arc iiK 'n ilorinc on-line data on a daily basis. This 
w ill correlate directly to an increase in the amount ol time wc spend answerinu questions.

Alaska State Pension Investment Board tiseal note #2 
Alaska Retirement Management Board fiscal note "3

b e ,cal nole >72 tra n s fe r, the e x i s t i m '  A S I ’ I U  hndceted fu iu lin e  to the i ic -u  A R M  board. T h is  liseal note also 
include the A R M  hoard ’ s spate o f  costs cspeclcd due to  the im p lem enta tion  ol" S L i  1 4 1 .

rv o o I A0 7 I'YOS } vn<) I 'V  1(1 1 Y l 1
iS l'lB  buJaded l i in d ii i i  fiscal nole ■U 4-t .4 4.144,4 j 4. IM-i.-J 4.144.-; 4.144.4 4.; 44 4

I:u ■■.•meata! iosis from SB 141 sd(l.2 2«f>.2 i 2 fits 2 2('6.2 2M.2 2 t > i ) ,  2
1 nia! lo s t* on liscal Hole ft.l - t.7 g .ti -:.J 1 O r. 7 4.4 10 (. 4.4K.M' 4.4 III A 4.4IOI,

I ota! l i t st scar costs in lisca l uo'.c I'? include SI SO,II lo r manager si lec lion : S io u .li fo r an tiud il o f  :hv 
h o a iifs  p c il i'im a iic c  eonsulu int ( l l i is  audit is a new fe q u iivm e n i o l S B 14 I. Il does not base to oceui in llic  
liiM  Vcai. Ini! onee done we w»>ul.l expect ,| to oecai ewers -I to 5 \a ars ). SI S.I) associated w i l l  one 
ad ib liona l m ectia ij Joi o iu a n i/ in y  and educating llic  new hoa id  m e ir ilK is . and, S2d 0 to r com puters and llic  
m l ic .' selnp lo i the new positions I liese total s ta ll up , osts a ie S *24.(1.

i Jii eom l cost., include m teijeciicy cbaru'chaek to tin ARM tor tile too.-ts o f the 2 new positions lolaline 
S21-1.5: ir.isc! tot t! e addition.il hoard memhe; jtlie  euircnt board has fl members scisiix the new hoard with 
d meniivr.sl a , well as ineieased due diliemee o l’ ilie new luud uiam.eetc and traitiine lor the new .siaff in ihc 
amount ol M.vO. v4 'v T lot tlie niicoinu lost ol phones inform,ition technology ehaiee backs, stipplies arrt 
nnesimeui .t.hsvnpiion sinH n s for tlie now start (these melude BloombeiL’ . 'l icldbook. SAR and Moods’ . 
and W tK & jw bk l ■Ti.li icdudion j i i  ctnieM iost .a, eketm iis ie;ll !v  eliminated: S.R'.Opei seal i’m the 
calculatim i,cf the new liiu ils ' pcrfoi manee Iw ,ul |,xT«#nnl eon allaiil I In e total o ii-uo filr cost., are S>2('('.2,

I k m c  -1 •>( 5



Slate Tension Custody and Management Fees t!-\
Alaska Retirement Management Hoard Fees #5

Fiscal note t'4 translers the budgeted funding n f the Slate Tension Custody and Management Fees to a new 
Alaska Retirement Management Hoard Fees component (fiscal note ;-5) in the Department o f Revenue Ibr 
the new ARM Hoard. This component includes Ihe investment management and custody costs o f the existing 
defined benefit plans and w ill nut he impacted in the forcscv.ublc future by S H I4 1. Please note that in a 
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts 
daily (through an adjustment to the per share price o f the investments). These costs are not included in the 
I >cpnrtmciifs budget.

FN #5

SB M I

1 Y00 IT 0 7 IVOR 1 V I16 FA'Id IY I1

ASTI 11 Custody and Management Fee* 
liscal note /M -.il.d l.V 6 -31.613.6 -31.613.6 -31.613.6 -31.613.6
ARM Board Custody and Management 
Fees lisc.il note •*;? 31.613 0 3 1.'J|3 6 l i t  . t l  3.6 31.61 VO 31.613.6 1| 61.3.0
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FISCAL NOTE
S I A I K  OK A L A S K A
7.1)05 L E G IS L A T IV E  SESSION

Revision D ate/-i'ime (Note if correction):_______________
1 it I t  An Act relating lo Ihe teachers' and public
________________employees' retirement systems___________

Dept. Affected: 
"RDU 
Component

Fiscal Note Number
Bill Version:
£) Publish Date:

CSSB 141 (FIN)
4/8/Q5__________

Revenue )M
Taxation & Treasury

Sponsor
Requester

Finance
Stale Pension Custody and 

Mnnaecrnenl Fees

Expenditures/Revenues

Component No. 

(Thousands o f D ollars)

a n

Note. Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
'1 ravel
Contractual (31.912 p i (3 l.913.ti) (31.013 0) (.31 913 Ii) (31.913.0) (31 913 0)
Supplies
Equipment
Land f. Structures
Grants ft Claims
Miscellaneous

TOTAL OPERATING (31,913.0) (31.913.6) (31,913.6) (31,913.6) (31,913.6) (3 ' 3.C)

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands ol Dollars)
1029 PERS Retirement (2h,092 Z) (20,092.0) (20.G92.fi (20.092.8) (20,092.8) (20,092.0)
1034 Teachers R e K fh e n ! (10.700 9 i (10.7009) (10.700.9) (10.700.9) (10.70U.9) (10.700.9)
1042 Judicial Retirement (320.4) (328.4) (328.4 i (328.4) (328.4) (328.4)
1045 National Guard Retirement (131 .5 (131.5) ( in .5 ) (131.5) (131.5) (131.5)
1057 GF/Mcntdi Heallh
Other (Specify lync—Do ncl Rbhrovintcl

I TOTAL (31,913.0) (31,913 0) (31,013.6) (31,913.6) (31,913.6) (31,913.6)

Estimate of any current year (FY2005) cost o n
Mark th is  box (X) if fund ing  (or this b ill is included in the Governor's FY 2CIGG budget p.nposal I

POSITIONS
Ful tin >f
Part-time
torupufuiy

ANALYSIS: I Attach n m tu </i‘ / ’•' l' •'
See nti.ichr-rl analysis

Prepared tiy Belly Ma'lin. Comptroller 1 ’t i l  a i i  i i  *G-L' 'If •! ’

Q.v.sjprJ T roasury lA itrM im i i t i  05 3 211 I ’M

Approved |>y Turn (tin,tin. D‘.|»ulv Commissioner 1 r.iti 4/5/2005
Am rn y 1 Icp.iilmehl el Kevr n.i
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SB H I eiealcs a new 9 membci Alaska Retirement Management (AR M ) Board ami replaces llic current ft 
meniher Maska Slale Pension InveMnent Board (ASPIB) slalTed by .lie Treasury Division. Il also creates a 
defined eontiihulion plan with employee and employer eontrihutions, a separate defined benefit health fund 
ami a health care reimbursement trust, funds currently budgeted under the ASPIB w ill he transteired to the 
new hoaid. A suuunary o f the liseal notes follows.

FN #6

S B  H I

Summary o l fisca l Nole:. 1 YUCi 1 VU7 1 VOX 1Y09 IY I0 I Y I I

1 reasury Bis.sum fiscal nole Is] 2 N  5 2 Id s 214.5 214 5 21-1.5 214 5
Alaska Slale Pension Instalment 
Hoard liseal utile "*2

* ■ 

-d.ldd.-1 -d.ldd.d •4,144.1 J.ldd d -1.1-14 4 -4.14-1 4
ARM Board liseal note B t 4.734.0 d.dl(M) •1.4 10 0 d -HI 1.0 -1.4 10(. 4 4 l(K i
A S l’lB  (. in.li'tly and Mimagcmem 
1 ees liseal note- r-4 - t l .o i. t .o -:t t .n w  n -.11.913 (, -51.91 I  (i -51.91 t.n -31 u l3  p
ARM Board Custody anti 
Man ipemciu fees liscal note

t i . o n  t) t I.OI.t.O 31.913.0 51.913.0 5 l,9 l5 .n i l . ' t i . f i
| Iota! SUd.7 d!iU.7 4X0 7 dSO 7 4X0.7 4)41 7

BacT;'oul IA  lleiwcen the iwo 
components 1 -214.5 -214.5 -214.5 -214.5 -214 > -214.5
.sited 1 to ta l incremental costs 59(1.2 2(.(i.2 200.2 2 ( i ( i . 2 200.2 20H.2

Non- I . i  aiu-atly 1 Of)".■ ol the I i canny Di«u|ion> peisi’iial services ousts are included ill the I icasuiy D jris io ii 
to inpo iie iii under personal fret) lee*. I lie sc ’.nereiiienial c o n s  are included ill the new ARM budget (as in the prior 
ASPIU lunh’ei as a conlraeiual espensej Simply adding ilu: iwo budgets would double count this ainouiii

f l ie  p illo w in g  table shows the hreakdow n o f  ine ie iiien la l costs by budget category I o llo w in g  are diseu.r-H l 
the assum ptions we base made and how these to ta l costs have been allocaleel between lisea l note I am i 5

1 Y(i(. 1 Y07 I-vox 1 Y09 1 Y in FY 1 1

Persona! Sen ices 214.5 214.5 314.5 214.5 214.5 214,5
1 us  cl 23.” 12.0 12.0 12.0 12 9 12 0
( omi.ielual M7.3 to  : 39.2 - 39.2 ;y  2 5‘J 2
Sti]>plies 14 - 5 s 5 .5 5

SH14I lo ta l incremental costs 59U.2 200.2 200.2 20d.2 200.2 2on.2

\ s s i r i i p t i o n s .

I l >ilow in n  ,ii J  i lie • i s s in n p l lo l l s  Use d fli . i l i a  liio at t h e  e s t im a te  o l  t h e  ine ien ieM t.i l  c o s t s  o l  M l ! -1 1,

I. A new deliiicd contribution pi.m w ill have a siniila: nufllUw and type ol options as the current Suppleme nt 
Benefits S' stent A ll opliinis w-Mld be as.ulablc Im day one u fllic  new plan A plan similai to SBs wtll 
i L".nit in the line fid ;ippi*'.\mia!c!y 0 managers au! the cslablid iiiis iil o! o\ ei 50 adelilional salckeeping 
acceuinis at the cusP ila l bank ami associated uvim.uling reeoitls.

J I licie is a ueee! lei add 2 aeUhiioii.il p io le ’-.sioi.al .aid I add itiona l k J in n  al sta! I to include a Stale 
Investm ent • MTieCT 11, an A ccountant IV  am! a a AcV. m illing  us h n iiia n  II I  I lie- to ta l Co a in . hide d m the 
lisea l notes pet vent o l th c A  s ta ll is S ? ! l ,5 .

I undine bn one c .s lu  Im a itl meeting, in the 'l is t  seal It i the ness boanl to n ig .m i/c  ami levc ise  l.n t-up  
I r im in g  as ssel! as lu flf iim ; to ic th s  I I a d tiitio n .il board mem ber l io ' e ll lie lean lent h m h v t im Imle N cm  d ing  
m em ber.)

f a n e  2  o l  5
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4. I'lic eosj.s o lfo m p t ile rs . o l’f i #  cJpiipuicnt and o f iic c  space ic c n P ig u ra lin h  is included in year one Iiu tlie 
new stall'. In a ll years fund ing  is included lo r (turn ing, investment so ltw a ie  subscriptions (B loom berg  
Y ic w b o n lq  ScYP and M o o d y 's  ra ting  sorv ices) and m iscellaneous supplies I'm new stuff.

4 In w a r  one. the cost Iiu the external consultant lo  asSi.il the hoard in selecting n new manager*. I Ik 
current contract cost lo r m anager searches is >30.0 per search.

6. I he costs o l'an  external consultant to ca lcu la te  pcrl<>nnancc o f  the funds quarterly. Costs arc expected lo  
he >30 0 year based on the c u n e iil contract.

7. In I'Y 2 o tl( i S ' (KM) to cover the costs o l'a n  independent audit review  o f  the perform ance consultant II is a 
fcqnireTnwi) in S B M I  that th is contracto i b e a u d itp il W c c.'.pecl dint audit lu  occur even  4 to 5 years a lte r 
the 11n toil aud it ro v ifw .

N I heie j i  a S40.0 rcduc lim i in current costs associated w itli th f  e lee lnm  o liiic in b e w i as the ncv hoard w ill 
lie appointed by the governor.

I n  usu ry  D iv is ion  fisca l note /M

I he I re.iMirv Div is ion 's  l i .cal note inelude: (Su 1.5 ca d i year lo r pcisonai service:.. I here lire  economies ol 
scale m man igm g m \estiVients. J Io w c w t . the new funds created lo  Scnuti B il l M l w ou ld  rc-quiis' 
con.aderahle add itiona l respons ib ilities , l i  the num ber o l option:, p a rn lld cd  the tx is lin g  SBS I ’ lan. that 
w ould translate lo  13 new managei .leeoiin is. 54 new custodial accounts and ■) new s c t s o ;  n tm lir lv  liiiane ia l 
sliite inent:: w i l l  anim al audtt requirem ents. I lie Departm ent o f  Revenue cuiTcntlv manages a lu ige number i I 
lu m i. w q li <i gnu ted  in v cslinen l and back o ff ice  M ali l: i order n> p ruden lly  meet the prospective* demands o l 
Senate B il l 1+1. Treasury w ou ld  need to hire an add itiona l mvc (meat s ta ll anil 2 m id d ic  hadc o llic o  sta ll

B a d .g n 'tm d

I’ suilcnl and p iu d u - 'liv i management o l i i iv l .*!i i i u ; |s i a resource in tensive  process M an.igu ij: a m odem  
p o i l lo h ii  i a broad responsib ility  w im  I. .'iqe ires  s ig iu lk u n l expeilr. e and high attention to detail.

Inve tm cnl management respons ib ilities  n id u d e  u n u m in g  investm ent policy gu iddm e:.. deve lop ing m  'o in  
a p t iS fW itio n s . conducting mvc m ucni manage! . carcres. p e rfo rm ing  invest B ru t manage.’ due d iligence. 
iie ,,.il:.r .n )'1 am! eonlm eluiL ' w ith  p in  .pectsve m .iiiageis. iiiana i'ing  investm ent maiaigei Tvlatiouslup*. 
pei '. ' i  i i i im  period ic  poU lbho  u  ha la iie im ’ , m o in to i mg and evalwutim 1 n o  cstmcut pc: lorm ancc. p iese iiinu1 
ami i on .n ilin ,* w ith  oversight or m i i i / u'.u u i . atnl lo lio w m e  developm ent* m m W slm eiit icsea ie li and .m nlv ii.
IoOi' s.

In .0Kin i t *ii. m vcM ineni management leqm ies a ..igm ln  am m le it.i o w it li hael; and m idd le  o inVv Im n !io ''s  
ilie iia im g  fund aeei.unlm'.' and audit, in u iia i'm  m sto .lv  and h .oke i.ive  M u lio iish ip -J  c.isli m nn.ii'om cnl 
a* uniie*. lent i i i ’ satcim vdn ; asset . a ilil Comp in iue  i ..•!u I*■! ill'.’

Si 11.ile B il l I -51 w oi i Id eiea'.e I he eqm v alen! o l I. ■ ir t.R w Inn L  !•. in inane I he I BSployct. I > e !in rt 
V on li il n ilio i. A co m r.s . 1110 I iu p lo rc i V r  im p ‘u n . i i i ’. I he M cd u  al I'lo g ia m  I m nl. ar.il It e I leal. 
Isc im h iirscm enl A rrangem ent D u a

I lie I m plocee D e iiiic d  t o n ln  tu ition  V i  on m. w ould  lilte lv  o l ter em ploy i cs a iv  i»onab!y w ide i.iiip c  «*l 
investment options. Vs a cm npaii.son. the bupp lem ei ‘ d IlH kT its  Sysleni o ile is  a m ite  ot (i t.ugel n  lilc -  
,t*. !e hinds aRri X separate ;is et class flu id , lor a tot d o l 14 options d ia l partic ipate may select m uu  
I ic i. id im ’. on liie  m ix  o f  un estnienl sty les to  o l ln  M arching Ini am i lu im :.’ invesim enl ii.anageis. and 
c a h i.n i i i  ’ and le p o itm g  on investm ent inanagi r p c il.u m .n iie  w ou ld  he a cot n h ia h le  oh pome u in leou l.n ig

Page 4 o l 5
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W h i l e  ! u - a s u t y  m a y  i c a h . - e  Icc  v c o t ; i •m iv  I r a n i  eM si in t!  im e M i i jP T l  l e l a i i a m . h i p s .  u  is u n l i k e l y  th a t  t h e  

. a n l r i l u i t  ions in i ln s  a e  i Mint eiiii  h e  *0111111 i i iy lud  w i th  c \ f > h H l i e c a i m l s  I li;il m e a n s  t+iat I lu  re  w o u l d  l ie  a 
l ’i i i i ip le leK  i ievs :.el a l  a H 'a i i i iM  t a i  e n s l o i l i a l  a ml ace« tunl m e  p in  p a s t -

I lie k tn p la ie i v f c i r J  Keeaunt... the Meelieal 1‘ia tuan i kund. and the I lealth K e iinbm se inen l \ira tiL iea ien l 
I rn.st w tx iItl . ill likely eah la i .epn in lc  em.!a:ii asset a lln e .ili<>n A ll ilnee  w rriB.1 in d iv id u a lly  ic i|iiiT t' 

cs ill u.il lu ll. le j »«*jhiij_>. .iiu l pel nu lic  p a illa h a  ic li.il. in c iu p  I lies Mail Id ;:l:>a ie i|u n e  sejiar.ite custodial .m il 
; ie ia u M in u  leeaftls  m iiu d m i’ n ia n llily  lin iii ic in l repe ilui:.' mid imd;t

llie ie  is 111. eh to  he ail ruldilian.il caii.M'i|iiC|k e id  I lie eli.mpe ta .1 d i lined coiiirim iln >ii plan < 1111 culls tin. e 
is ;i papul.itiaii a! p.uiicipaiil-. in SMS M il !n lericii t ainpciis.itiau i li.it manual (licit acsaiinl.s d.nh I lies 
alien h; 1 se BSci.tiens uheiicTVi there me nppnicnf .mamulies 111 the clinnp.c in the diiily puces cl '.lie aptii'ii.> 
As .1 pener.i! vide. we would snv L i it mciiiheis at .1 defined heiieiu plmi .me net it:, price sensiliH  I he nesl 
plan wdl L’teiitly increase the r.iiiuhei ol imhs iliiiil;, E lia  me uiainiarmp on-line data on a dmly leasts l lw. 
v, ill cam-late el 1 ree11> la an iiitT i ase in the nmauiu at time we spen j'answering tjnestinns

Alaska Stale Pension IiiM s tii» |n i Briar d liscal note »?2 
Alaska Retirement Maiinnemeni Board liscal note W

In ..al nate V? Iia iis ler.' the e s c -ln i"  A M ’ IU Jn id u iB d  In nhnp la th e  new A K M  ha.ad I h i '  its ^al ncie ah
peetn. d u e I i ' the unple'M l Illilt I'nil a t S>M1-11

1 : nn 1 V n l 1 VIP 1 YOU | n p  j 1 1 1 !
1.144 1 4.144 t •1 144.4 ' 4.144 4 ' 4 I-4  4 1 ,  |4 - 1

2 2m i 2 2 (ih 2 'n  1 1 2Ml
4 " M  (. 4.1KK. i . l l n n  1 1 4 10(1  ! 4 . 4 t d i .  I 4. 4 Id n

' . s p l i t  Im Ji  i i d  ft j i i^m e Ii d  .‘ii'le 
Iia i c o n  1 1 I . ■ i> In . 1 s | !  I 11 
I a! ll lOsls .'II ii > i ic le

I a t . i l  l i i s l  y , l i  ei 1111 il i " i c  -A  i n e l n d !  S I  lot j i ' .m i ip c t  s e l e c t i o n .  S i n n  11 | a r  a n  a i .d i l  a l  ' h e  

•a . ird  s p . i t a n i i a n c c  e a m . i i l t a i "  ( I in-, a a i h l  i '  a n ew  l e i j i i i ' c u i e n !  a l  S B  I 4 I ll d M s l i a t  h . i \  . t a W i . '  n i n e  

I n s '  s e a l ,  lull a m  e  i la i ie  w e  w o u l d  e s p c d  U l a  a - .eu l  c s c m  l a  ' s c a t s  ). ' s l y .O  a  . s a e i a i c . l  w i th  1 tie 
a d d i t i o n a l  i i u e i m ; :  !a r  i * i r : m i / : n p  . .l id  e d u .  i i im p  th e  new  In .a i d  i i i o n l v i '  a t .d .  ^  "  t " i  1 e t i i p u tc r  a n d  tin

l u c  .e t i ip  la i  t h e  tups p a M i i a n  ^ l i c ' c  tai .i l  -H . j l -u p  t>« 1 a t e  S.*_ ■ 11

" m j c i i i i i i a s l r  m e i n  !v i i i ’. e t a p e i  1 \ i l . a i e h . .  k l o l U  A K M  la i  t h e  e a s t s  a !  t h e  i t . ;  w p c  m m s  l a i . d m v  
'  ? 1 1 s .  n . e . e l  !ai l l i r  .n l i l i t i an . i l  r  •• i m  nil t t t l u  . i .n e i i t  h a , . : .  I l.a> S' 1 e l n l i e i '  '. : .its l iu  ta i t uM ii  w ill 
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State Pension Custody and Management fees i'A 
Alaska Retirement .Management Board l ees US

I Ina l in>te -4  iraiislei'.s the budgeted Uimliiii: ol the Stall.* I'c iBon t iistudv and .Management l ees to a new 
Alaska Retirement Management Boaid I ees component (liscal nole/;5) in the Department o! Kesemie lot 
the Dew ARM Board I his component include; the iincsiim-nl man. ..emeu! and custody costs oT the existing 
dclined benelil plans and w ill not lie impacted in the I'oic'cc.ible I'litme l>v SlB=W Please note that in a 
dclim d eoiilrihuiim i plan, im e 4 manager Res ami custodian costs are deducted iroin the im li\ 'du;il aeenimis 
daily (ihrough an adjustment to the per sliaie ptisee ol the mve* intents i I hese cods are not included in the 
Departineni's luuigcl.

1 Un 1 Y07 1 Yu s 1 i i m 1 Y l u n n

V d ' l l t  i m in d s  am! M .ai . ieeineni  1 frel 
t * vi. ail n a y  4 - 5 l , o |  ! t< -.'1.913 n ■ 51 13 n . l . ' d . t  n . 1 9 1 5 1 Si 91 : n

A1* M Hi .ml i m tn d »  .ind M a n ag em en t  
11 if ii -e d m * t | ,,c i  1 .'J 1 5 n B . ‘»| ? n : l . ' d .? n H  ’f t  * o '1 .9 1 5  9 3 1 ,9 1 5 (l

r . ig e  5 d ^



FISCAL NOTES
S I V i t :  o f  ALASKA 
20(15 I.KCi’ I S L A T l V K  S E S S I O N

R evision D a le /Ting? (N ote  if correction)_______________
7 itlc- An A rt relating lo the teachers' and public

________________employees* retirement systems___________

Fiscal Note Number; 7
B II Version; C S S B 141(F IN )
t) Publish Dote: 4/8/05

Dept. Alfo -K/i
;rdu
Component

Revenue A‘5
Taxation & Treasury
ARM Custody and

Sponsor Finance 
Rnqjnsler

Management Fees

E x p e n d itu re s /R e v e n u e s

C-r.iponcnt No 

t Thousands of Dollars)
Note; Amounts do nut include inflation unless otherwise noted BWnw.
OPERATING EXPENDITURES FY 2008 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
T ravel
Contractual 31,313 (i 31,913.6 31.913.6 31.913.6 31.913.6 31.913.6
Supplies
Equipment
Land 5 Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 31,913.6 31,913.6 31.913 0 31.913.G 31,913.6 31,913.0

CAPITAL EXPENDITURES | I l |

'CHANGE IN REVENUES ( i l l  ' I I

FUND SOURCE (TriausanJs of Dollars)
1C)2rj PERS Retirement 20,692.8 LU.092.8 20.692 n 20.692.0 20,692.0 20,092.8
103-5 T< acn-.rs Rot foment 19.7TU.9 10,760.9 10,760.9 10.760.9 10,760.9 10.760.9
1042 Judicinl Retirement 390.4 328.4 329.4 320.-1 228.4' 228.4
*045 National Guard Robremeni 131 6 131.5 131 b 131.5 131 5 131 5
1037 GF/Ment.il Health
Other iSiir y Tvi<*—D n  nm :sbM»-vi:»1ei

TOTAL 31 913.6 31.913 G 31.913 6 31,913 6 31,913.6 31,913.6

E s l'm u tt o l any ca iren t year (FY2005I cost 0 0
Mark th is box (X) it funUmo tor th.s b ill is included in the Governor's FY 200G budget proposal

POSITIONS
r'.lil-tT)>- '  1
Par' tuiii.
Te .-np  i i a r v

ANALYSIS |.*rr 

See atb'K r t fk  analysis

• tii

T*r» ji iierJ t>v Hetty t.tan n. C..rn, tri i Phu...... . 2362
Ui.it.i m t reasnry Uute'tiM iu ■•■fL'ib 3 2*< PM

Approved hy 1 ran Ftoul r I ■ puty Corrrn ssiun tia ti 4.r>'900r>
c a n.y 1 i i ' i i i  ’ il ( Ruvoriue

I 1, ii. i*  1 o f 0



SB Ml

SB 141 creates a new y mcir.bcr Alaska Retirement Management (A R M ) Board and replaces llic cuiTcnl 8 
member Alaska State Pension ItixcMment Board (A S l’lB) staffed liy tlie Treasury Division II also creates a 
delmcd conlrilm lion plan with employee and employer contributions, a separate dclmed Bene lit health lund 
and a health care reimbursement lru.4. lainds currently luideeled under the ASI'IB  w ill he transferred to the 
new board A summary o f the liscal notes follows.

FN H7

Summary ol fisca l Notes 1 i ’IKi 1 YU7 1 Y08 rv o o I YIO 1 Y l l

treasure D ix i:,i" ii fiscal noli VI 21-1 5 214.5 2 14 A 214 5 214.5 214,5
Alarha Stale IVmsion Inxestment 
Ho ud liscal noic f0t

-4.141.4 1.14-1.4 -4.1 14.4 -4.14-1 A -4 .1 -U 4 -4 .14J 4
ARM Board tisv.il note f/5 4.7 4.1) 4.411) (» 4.4 HM) 4.4 IOC. 4.-II0 0 4 410.0
A SI'IB  Custody ui-.l Manacemciit 
1 ccs liscal note1 ;:4

-.■>1 lH ? f. -.; i »  i .• o -3 1 V 12 n 1| <»] i L >1 ‘M2 U 3 ) .‘) 13 (|
ARM Board Custody ami 
Maliayciiictl! I ces liscal note ay

1 I ,‘M '  <> .' I.'H.'.O '  l.'M .V (1 '  1 d ] 7 l i 2> I.OIS.n 51:013.0
lota l X04.7 4X0 7 45(1.7 4X0.7 4X0 7 4X0.7
Bad. out IA between the two 
components 214.5 214 5 -2145 -214 f -214.5 -214.5
NH24I T o E l i i im n i in ia l  coxls 50(1.2 200.2

r l 

rv

2 ( i ( i . 2 20(1.2 200.2

Note 1: i < iTenio I IKr r. ol the I reasury D i v i s i o n ' s  personal sen a c - runs are included in the I i c ; i mi i >  ! >i\ is ton 
ci'SU|i.'iieni imdci peiso:;.i! sen ices llic -c  increineti at costs .in rich;.led in die new MtM hudt ci las m iiidprim  
ASI'IB  hadttel as a con li.id iia l expense). S imply addine the two foidi’Cls would double count tins amount.

I lie  fo l • r,\ me table show s the hrcakdow :t o l increm ental costs by h u ik ’ct ca lcp<'ry  I M lo f l in ;.1 ate diseu .s. .1 
tlie assum ptions wc have made .aid hoxx these total costs h u \c  been a llocated Between lissa ! nole 1 .md ?

1 You ! \ 17 1 Vox 1 300 1 4 10 1 V I 1

IVrsor.al V r .  ices 714.4 71.-4-N 214.5 214.5 214 5 214 5

1 tax cl 2 ’ o 1 ? rr 12 0 12.0 12 0 17 U
(. oiitradual ** • *• * d i  > 30 2 y< 2 3‘».2 5*1.2 3‘).2
Supplies 14 5 | 5 5 .5 .5
Mil-11 I mat im r i 'im u ia l costs 500.2 l 2oo.2 200.2 2oo.2 2o(.,2 :oo.2

W u m jt l io n *

I o l io ’s! m i’ arc the assum ptions used in art ix me. at the c' tm iate o l the im ie m c n ta l c >-ls o| SH I 4 I

I ft ra w defined c o n tiih u t io ii plan w il l  I.axe i s im d.ii n t.m her and ty p e o l o p tio n * as the c i i t i v i i t  fjii| ip lcm e  it 
Berie liis  S ' te n  A l l  options w ou ld  he ava ilab le  on day one o f  il c new plan A  p lan s im ila r to Si tS w ill
result in the hue o l approxim ate ly (• m a iiaue is .*u .1 1lie e.stablishmc i o l oxer 50 add itiona l dekeep ili;'
a* counts at the custod ia l bank and associated n< lo u n tm y  ^ v o id s

J . l ie ie  i ’ . need to  a lld  2 a ild iiio ii. i l professional am i 1 add itiona l technical si I f to  in In Jen State
l in e ' in i in t  i ' I t  .c r II. an Accountant l \  ami .on 'c c i 'u n i in ' '  l u l l  net.m I I I  I lie to ta l ost mein li d m the
fiscal no li ■ pel yen  o l these ’ ta ll is S _* I ■ *. 5

1 I undme tor otic e x lia  h o .ii 'l m ectm n m the I'lM  year lo i the new hoard l> o i .M iu /e  and u w  ix t si.n t-np 
lia im m t as w i il as liu u l !in to re lie d  I .u ld ilio rJ I I' s lid  mem ber li.ixehm .' (e iu tcu l hm h ’cl n ie lm les X cxi-.lm p 
members i.

I’aee  J ol 5
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-I. I Tie costs o l com puters. o ff ic e  equipm ent and o ff ic e  space icco id ip u rn tio n  is inn tided m year one lo r  the 
new s ta ll. In a ll sears fu iu lin i.' is included fo r I ra im lv ,  in ve s ln E iil so llw are  Subscriptions (B loo inhe ru ,
’t icldbook. SAP ami Moody's ralinp ser|ices) and miscellaneous supplies lor new s ta ll

5. In year one. the cost fo r the external eonsult.'int lo  assist the h B ird  in selectint? 6 new n ia iiapeis. Hu; 
current contract cost fo r iiianaeer searches is S3Q.H per search.

(> I lie costs o f an external consultanl to eaieulau pcrlonnanee ol iiic funds quarterls I  osls arc expected to 
he ^P.O/year hosed on the eiinenl contract.

■ In I'^ 2(ih(i M oti.O lo  eo\ei the costs oj an independent audit res iess ol the pcrfutinanee consultant. H is a 
leipjiremcnt n> SBI41 that this eonlraelor f>e audited. We expect that audit to occur e \c ry  4 to 5 years filter 
the initial atnli! res lew.

S. I here is a Is !!).(> reduction in ciuicnt costs a-sociulcJ \v ilk  the electf**n o f mctnbci:. ..s tlie new hoard s\ i l l  
h j appoints* I Tty the cosernoi.

freasury  DBision fiscal note ft I

I lie I retisury 15Ts ision's fiscal note meiitde1 >.214.5 inch yea: lor pcisnnal serv ides. J here are economies ol 
St Jiff ri i m.muemy ins eslineiils I losses s.r thencss funds created l\\ .Senate Bdl 141 ssould rci|inic 
con.-uderahle additional responsibilities, ll ihe n iim iv ro l options paralleled Ihe exisiine SBS Plan, that 
si mild translate to 13 ness luutm^cr accounts 24 ness' custodial accounts and -I ness1 sets of monthly financial 
statement.'. w ith annual audit reffuireineilfr I lie I k-partinent o f Resetiue eurrcntls maiiaecs a larpe number ol 
minis ss'iih a lim ited niseslinenl and Back ulTTee stall In order lo pmdenlly meet die pror.pectisc demands ol 
Sei.nti B ill I 11. Iieasms ssoiil I need lo hue an additional msestmeitl s ta ff.m J 2 middle i'aei. office stall

l i. ic f IMolllh

Piudcut and pn m idis e manat'cmcnt o f inse-.lu.ents is a resource inienJh'c pioeess. Manapinp a modem 
poillolic. is a broad H 'pousihilily s\ hteli n  ipu ii s sicnitic.inl expertise aiui Ini.di atlenlion to detail

l in e a m e n t m un.ipctucnl l> poiuJW liticsl tne li.de iles ien ine  inscstm cn! p o lic y  im id e lm c ,, de sc lo p in i’ custom 
asset alien at I'® '-. L-itft.W-tmL' ms c .it i ie r tl n ianapei > ‘ !n v h J \ per lo m m p  msestr.ie.'il m.intmet due d ili j  er.ee 
nepolm tm p a m !, o iit tu e lii ip  sviili p io -p c d is c  m anner: s. m .i'iu e tiie  iiiscs tinen t mnnapcr ic-i.iH.ui .hip.s, 
p e r lo r itt in i' p e iio ilie  p o rtfo lio  ic 's.ilanc m- m om ! u in y  and esaiu.itmy. inscstiuen l p c i lorm ancc p ic s d ilm e  
and eo iisu liu  p s\ ith  i s e i'ip h t o ip a m /a tio n s . and fo lios, im i deseh'pineu'.s in m sesim eiil ickc iTeh and n u a ljIn
lOtl!,.

In .uldiiion, iir.ektineiu ui.miu'emenl iv i|i:tn  s a ximuli. .mt niter face ss uh luck ami nmhlh o ltue  turn l tons 
tin Im liii;' luttd aciounlit; • and atidil. m anning custody and btokernrc n-lati<ut#iipi>. cash mnn.u'ciliriit 
sse.itities lim im p afX* w fhtip ip assets, and compliance numilorin-j.

‘H i. ill B i'l 14 1 ssould nettle the■ c t|u iv jc tit ol loui ness funds to manape the l.mployee I )t lined 
( oiin ihut on A iio .m ts the ! in()losei \rs lm p  \e ; uni* the Me heal Pioytam I und. and the I Icalth 
Rem Iniiscment \rr.;iipcmc:>t M & j

Iiic  I i iip lo ye c  I V lin e d  I  o n li i iu it io ii  Accounts w o u ld  Iffceiv i I iu  em ployees a ii. is o iia b lx  w tde i .m r i  ol 
inse- linen! options. A s a com p.tiisnn . the S tipp lem ciita l Benehts Ss.acm o ile r:. a su ite  o f (< im pel or l i l t  
s tx lc  lu tids  am i S sc palate iism I , l.i.s  lim ds lot a tota l o f  14 option., 'hat p a rtii ipan!:. m ..y select from .
Dccidmp on l! t  mix «d mse-.tniinl styles to o iler, 'eaieliuu !oi ami hump mseslmenl matiai'eis. ami 
csahiatuip and i i  poitmp on inse-.uncut niumu'ci ptil-'im ance ssould he a utm.ider.ihlcon-i'mm* on*toil.ikin.

P a j ' i  3 o f  5
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While Treasury may realize fee economies from existing investment rclatikiships. il is unlikely dial liie 
contributions in lliis account cun he eomminyled with existing accomus. That mean* that there would he a 
completely new set o f accounts i>r custodial and accoaniinu purposes.

I lie L'mployer Vesting Accounts, the Medical hoc/am  Fund, and the Health Reimbursement Arrangement 
Trust would all likely call lor separate custom asset allocutions. A ll three would individually require 
evaluation, reportin'!, and periodic portfolio rcbalanciiu!. I'hey would also requite separate custodial and 
nceoimtitm records including monthly fcmncial reportinp and audits.

There is lik e ly  to he an add itiona l consequence o f  the chuniie  to a de fined  c o n tr ib u tio n  plan. C u rren tlv  there 
is a popu la tion  o f  partic ipants in SBS and Deferred ( o m pc iisa lio ii that m o n ito r the ir accounts daily 1 hex 
often have questions w henever there a ic  apparent anom alies in tin  Chance in the d a ily  prices o f  the options'.
\s  a L'enera! ru le, we w ou ld  say that members o f  a defined benefit plan are not as p rice  sensitive. I he new 

plan w i l l  e rca lly  increase the num ber o f  ind iv iuuals w ho  are m o n ito iin u  o n -lin e  data on I  d a ily  basis, f l i r  
w il l  corre la te  d ire c tly  to an increase in the am ount o f  linn- we spend answ ering  question-.

Alaska  State Pension Investment  Hoard liscal notcf/2 
\ l a ska  Ret i rement  M ana gem ent  Hoard fiscal note fr.3

fiscal note F2 iranafers tin: exisline ASl’ IH lunlectcd fundum to the new ARM hoard. I his l i-.t-.i I note also 
includes the ARM hoard's share ol costs expected due to the miplcmemutioi! o l M il 41

l :Y (K .~ j FV07 j T v o s  ’ T Vtvi I V Id  j ~ T y i T
A.sl’ l l i  bedceii'd luminai fiscal note 4.1-).: -1 4.144.4 4.144 4 4 144.4 4,144 4
IncrcmciinrfrTUtl- <0 in s l t tu t suu.y 2<iis 5 2 0 0 .2 1 2o0 2 2<*»2
lo ia l tn - is  on liscal 110K 4.734.fi 4.410/1 4,-i I (1 0 1.410.0 4.41

I olal lust yUii costs m liscal note "3 inckuL ts iii'.U  lot immaei i scLctioti; TltJU.f* Jot an aiuljj (>1 lhe 
hoa:d s p c th u n .m e c  cCi'isultant ( I his audit is a new requirem ent o f M i ! - I  j . It does not h ivv l«i occur in the 
tirst year, luit mice done w c would expect n to uccni every 4 to 5 years p SI 5.0 as ociatvd \v dli unt 
additional meetiii!’ for oiyamzmy and educatmp the new hoard memheis aid S2‘> it lot cgn pntcis mid the 
i.iflice setup for t’ne new positions litc fc  total start-up i osts uu S324 n

1 >n pomp i'- '- ts  in  cl a t i t  in le r jp e n ty  cha iychacl. to  the \R M  lo t the costs o! liie  ! new position;, to t.d iup 
5.214.5: travel lo t the add ilioua l board m em ber ttlte  current hoard has S m em bers versa the tew hourtf w ith  
o m em bersi t |  w e ll as im  leased due d ih u c m c  o l the new lm u i l i t  meets and tra m m j' lot tl.c new .a lt m the 
amount o l .SI M l;  ^ |,,| the onpoine cos' o ; phone in fo rm a tio n  U v lm o lops  c h a iu c h a . k f i1p.Q4.V in d  
m ves lm ciil s tib -.c iifilion  sen tecs t " i  the new s ' a l l  (these m clude lilo o m b e rp , icatlbook SA ' .aid M o o d y 's  
and I i.idew eb); a 5 ' 4<t (I • rednc lion  m cniiv.n l cost as eh- lio n s  w i l l  he e tn iiG m ed ; 550 ( I pm year lo r  the 
c ; lk a la tio i; 0 ! tlie  new t a id . ' perform ance bv an esternal consultant. I liese Iota o it-pom p 0  ms aic "s jn 'i 2

I‘a p e  I o |
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Stale Pension Custody and  M a n a g e m e n t  I ees HA  
Alaska Ret i rement  M ana gem en t  Hoard Bees U S

Biscal note u-l tiansl'crs the budgeted funding o f the Slale Pension Custody rant Management l ees to a new 
Alaska Retirement Management Hoard l ees component (liseal nole 45) in the Department o f Revenue for 
the new ARM  Hoard. This component includes the investment management and custody costs o f the existing 
defined benefit plans and w ill not he impacted in the foreseeable future by SU1-11. Please note that in a 
defined contribution plan, invest manager fees and custodian costs are deducted Irom the individual account.'* 
daily (through an adjustment l<> the per share price o f the investment). I'licse costs are not included in the 
Department's budget.

BYfift 1Y07 PYON BY09 1 Y 10 BY 11

iSPID Custody and Manageid^ni 1 ccs 
liseal note n-> -31.*; 13 a -3I.<M3 ft -3 l.A 5 .f l - D . o r - 1. -31.013 ft -3 !.o | 5 ft

M’ M Beard C.udpdy and Miiiiugciueut 
I'lcs l i- .a l note hi a t. ‘>i3 p 31 *) 13 ' | 31.01' a 3 1 .013 .1. i l  .Oi.i.ft 3 l.o  13.ft

P.iy'C * I I N



FISCAL NOTE
S T A T E  O F  A L A S K A
2005 L E G IS L A T IV E  SESSION

Revision Date/Time (Nole if correction): 
Title "An Act relating to to tlie teachers'
and public employees' retirement systems..."

Dept. Affected:
|RDU ________
Component

Fiscal Note Number:
Bill Version:
(S) Publish Date:

8
CSSB 141 (FIN)

4/11/2005

Administration

Retirement & Benefits
Sponsor
Requester

Seriate Finance Committee
Senate Finance Committee

Expenditures/Revenues

Component No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

FUND CAPITALIZATION G9.531.8 |

CHANGE IN REVENUES ( ) 1 !

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1029 PERS Trust
1034 Teach Ret

69.531.8

TOTAL 69,531.8 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) 
Check th is box (X) if funding fo r this b

POSITIONS

cost. 0 J
rnor's FY 2006 budget pII is included in (lie Gove roposal:

Full-time
Part-tnno
Temporary

A NALYSIS: (Au.icli a se/iarafe pmju it t i t t e J s.'i'y/
This fiscal note appropriates! 569,531.800 from the general fund to the PERS and TRS trust funds:

Puolic Employees’ Retirement System (Fund Code 1029): S67.158.3 
Teacher’ Retirement System (Fund Code 1034). S2.373.5

This is the amount required to hold the participating enoloycrs harmless from the 5‘)u inctease to the 
employer contribution that is effective July 1 2005 for the 2006 fiscal year Tlie employer cost for school 
districts is handled in I tO 1

See attached summary and detail sheets for the PERS and TRS participating employers_______________
Prepared by Scnatu Finance Committee 
Division

Phone 465-GGOO
Date/Time 3/17/05 8:24 AM

Approved by. 
Agency

Date 3/17/20U5

11 *»V 17WH OMII) Pago 1 uf _R



FISCAL NOTE II 8 CSSD 1-11 (FIN)

Public Employees' Retirement System (PERS) & Toachcrs' Retirement Systom (TRS) 
Composite Employer Contribution Rate - Active Employers ]
ESTIMATED FY OG - 07 - 08 - 09 - Change in Employer Contribution
(Based on 2004 Valuation; June 30, 2003 Financials)

Fund
ER
Num lEmploycr

(ill Dollars)

Fiscal Year 200G

AVE
Increase

TOTAL
Conlrib.

Fiscal Year 2007

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2008

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2009

AVE
Increase

TOTAL
Contrib.

ITOTAL BOTH PERS AND TRS_ 108,042,G3G 380,448,932 111,G8G,411

TOTAL PERS AND TRS FOR STATE, POLITICAL SUBDIVISIONS, AND SCHOOL DISTRICTS
r ~ 55,913,650"[POLITICAL SUBDIVISIONS

SCHOOL DISTRICTS
STATE OF ALASKA 
UNIVERSITY

TOTAL PERS AND TRS FOR ALL OTHERS
Ml ASKA HOUSING FINANCE CORPORATION
ALASKA MUNICIPAL LEAGUE_______
ALEUTIAN HOUSING AUTHORITY
ALEUTIANS WEST CRSA ___
ANCHORAGE PARKING AUTHORITY 
BARANOF ISLAND HA 
PARTLETT REGIONAL HOSPITAL 

'BERING STRAITS CRSA 
, 'ERING STRAITS RHA 
GRI5TOL BAY RHA 
COOK INLET HOUSING AUTHORITY 
COPPER RIVER BASIN RHA 

[CORDOVA COMMUNITY MEDICAL CENTER 
II.ISAGVIK COLLEGE 
INTERIOR RHA
INTER-ISLAND FLRRY AUTHORITY
NOMF JOINT UTILITY SYSTEM 
NORTH PACIFIC I ISIILRY MGMT COUNCIL 
NORTH PACIFIC RIM HA 

[NOr<THWE.ST INIJPIAT HOUSING AUTHORITY 
PETERSBURG MEDICAL CENTER 

’SAX.MAN SEAPORT 
SITKA COMMUNITY IIOCPITAI 

i,SOUTHEAST REGIONAL RESOURCE CENTER 
SPECIAL LDUCATION SERVICE AGENCY 
ILINGIT-HAIDA RHA

18.426,926
38,510.745
39,966,574

7,769.-129
104,673,075

798,115 
16 035 
26.172 

2817 
52,900 
23,645 

890282 
3.546 

5J.837 
57,56? 

134.066 
27,798 

131,150 
206,157 
52 -137 

6 005 
50,792 
57 725 
-18,977 
2.1,131 

149,103 
1 "96 

225 166 
13(>.8i'9 
84 203 

100 793 
3.3G8.9G0

151.0-J9.097
1-12,083,708
26,326,893

375,423.359

2.576
129
100

1?
150

19,117.936 
39,581,491 
41,460,806 

8,032,460 
108.192,693

72
2,072

23
213
203
-165,

90,
397,
638,
184,
20 ,

101 ,

208
162
80

328
7

 763
-175
32G
413

11,025

315 
8-18 
.292 
148 

,024 
875 
,049 
,2-18 
298 
.311 ; 
283 ; 
900 ‘ 
121 
263 
-17-1 
582 
,584 
271 
.-108 
757 

,027 
639 
,762 
,538 
902 
054 
,574

828
16
27 

2
54
2

923
3

67
59

'3<J
28 

136 
?13
51 

6
52 
r<9 
50 
2C»

154
2

233
141
66

104
3,493

510,881,144 115,684,006

,044 
,636 
154 

.923 
884 
,532 
.667 
679 
.931 
.721 
.09-1 
.841 
.068 
.888 
.403 
,853 
.697 
.889 t 
.814 | 
186 

.696 
,070 ! 
610 
.276 
.590 I 
,073 ! 
.717 |

77 J  28.359 
194,7-154519 
188.853.693 
35,227,657 

495,955.028

19,834,859 
40 890,935 
43,013,516 

B,320,689 
112,059,999

3.500 
151 
131 
15, 

210 
100 

3.903 
_  27 

279 
270 
62? 
123 
54 B 
876 
2-15 

28 
159 
275 
219 
119 
495 

9
1.026,

631,
•122,
533

14,926

971 
.354 
.207 
527 
.533 ,1-10 
,418 
.799 f 
220 ' 
,656
862 j
,150 
081 i
086 j
795 
206 
090 
97) | 
313 ‘ 
.197 I 
023 
996 
013 
599 
165 
,739 
,11G

859
12
28

v
56
25

958
3

GO
61

144
29 

141 
221

56
7

54
62.
52
30 

100
2

24?
140
89.

108
3.G2-1.

G44,731,842

99,855,531
242,029,923’
238,938,458

4-1.801.844
625,625,756

096 
260 
.172 
033 i 
942 
452 
305 
<317 
104 
9G1 
310 
92? 
170 
909 
■I 14 
110 
673 
135
719
281
•196
148
370
21!
445
494
007
 L

4,491
17-1,
164

19
275
129

5,008
32

349
34?
790
157
709

1.130
311

36
218
348
280
153
674,

1?
1.306

799
525,
602

19.10C

353
289
300
142
370
347

48,407,834

3.996,494
31,260.039

8,939 278
3,386,-168

47,582,278

173.098
3.478
5.u7h
"611

11.473
5,128

,100
658
803 
,766 
529 
690
804 
,848 
456 
374 
692 
455 
256 
947 
082 
518 
859 
794 
1U5 
248 
08G

71G.G95.197

107,706,4-18 
281.411,389
257,086,305
49,026,975

696,031,118

4,837,817
104,49-1
176.318
20,492

297,472
139,-168

193,087 
769 

:?.110 
12,484 
20.077 

6,029 
28,44-1 
44,712 
11,373 

1,433 
11,016 
12 520 
10,622 
0,101 

32,338 
•133 

-18 835 
73.287 
69,562 
21,800 \ 

025,550

0,394,500 
34 6PB 

375 4 16
360.-181 
050,120 
169,006 
705.617 

1,219,211 
.394,851 

39.211 
238,1-19 
374.42r> 
301.697 
105.9'* I 
732,439 

13.434 
1.406.138 

901,62" 
612 514 
709 671 

20,GG4,079

Information provided by Division of R liru tito n l and BnnnM'
Compiled uy Sernto I mnnr.e Cpnm iim e
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FISCAL NOTE II 8 CSSB 1 -J 1 (FIN)

Public Employees’ Retirement System (PERS) & Teachers’ Retirement System (TRS)
Composite Employer Contribution Rate - Active Employers I_________
ESTIMATED PY OG - 07 - 08 - 09 - Change in Employer Contribution
(Based on 2004 Valuation; Juno 30, 2003 Financials)

Fund
ER
Num Employer

(in Dollars)

Fiscal Year 200G

AVE TOTAL

Fiscal Year 2007

AVE
Increase

TOTAL
Conlrib.

Fiscal Year 2008

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2009

AVE
Increase

TOTAL
Contrib.

PERS 208
PERS 230
PERS' 259
PERS 173
PERS 203
PERS 289
PERS 243
PERS 171
PERS 136
PERS 144
PERS 148'
FERS 186
PERS 28?
TERS 258
FERS 178
PERS 271
PERS 24?
PEiRF 116
PER? 129
FERS 103
PER? 19?
PFRS 169
FERS 215
PERS 199
PERS 285
FERS 235
FFRS 126
PERS 260
PERS 277
PERS 237
PFRS 180
PERS 115
PERS 122
PERS 181
PERS 151
PFRS 227
PERS 174
OERS 128

AKUTAN, CITY OF 
ALFUTIANS EAST BOROUGH 
ALLAKAKET, CITY OF 
ANCHORAGE. MUNICIPALITY OF 
ANDERSON, CITY OF
ANGOON, CITY OF 
ATKA. CITY OF 
BARROW. CITY OF 
BETHEL, CITY OF 
BRISTOL BAY BOROUGH 
CORDOVA. CITY OF 
CRAIG. CITY OF 
DELTA JUNCTION, CITY OF 
DENALI BOROUGH 
DILLINGHAM. CITY OF 
EGEGIK. CITY OF 
EI.IM, CITY OF 

116 FAIRBANKS NORTH STAR BOROUGH 
PAIRPANKS, CITY OF 
FORT YUKON, Cl IY OF 
GAl ENA. CITY OF 
HAINES BOROUGH 
HOMER. C.ITY OF 
HOONAH. CITY OF 
HOOPER BAY. CITY OF 
HUSLIA. CITY OF
JUNEAU. CRY AND BOROUGH OF
KACHEMAK. CITY OF

'KALTAG. CITY Oi
KLNAI PENINSULA BOROUGH
K rN AI.C II YOI
KETCHIKAN GAl I WAY BOROUGH 
KLTCHIKAN, CI1Y o r  
KING COVE. CITY OF 
Kl AWOCK. CITY OF 
KODIAK ISLAND B >ROUGH
KODIAK. CITY Ol

14,932 42,079 15,492
50,537 200,431 52.432

2,564 5,127 2.660
6,615,843 18,061.251 0,863,937

2,009 2,009 2,084
15,955 49.206 16,553
3,708 14,032 3,847

53.772 192.072 55,788
235,324 644.787 244.148

70.944 184.313 73,605
90.482 290.917 102.175
94.438 383.903 97.979

3.419 13.059 3,547
29.484 200.493 30,590

122.152 395.285 126.733
5075 14,007 5,265
9.077 25.950 9.418

867.894 2.765,110 900.440
305.704 1,875.679 317,251

15,338 30,677 15.914
68.486 136.972 71.054

105,665 468,510 109,627
245.743 b35.001 264.959

33,095 104.248 34.336
30,735 94.788 31.888
4,785 17,486 4.9G5

1,351.743 4.385.054 1,402.433
3,068 15.563 3.103

15,138 51.420 15.705
1,479 5 471 1.535

625,56‘J 2,220,278 (.49.020
278,462 761,316 288.905
206,307 639.140 214.044
415.937 2.07.3,02'J 431.534

53.681 157,071 5'..694
42.542 ‘>5.210 44,130

113,667 227.334 117.929
293.700 “ 52 176 301,714

59
260

7
25.102

4
67

,149
,379
,979'
'485
,168

19
604
235

255.063
913,
264,
404

115
830
002

496,
17,

238,
536

19
3b,

3,769,
2.263,

47,
213,
595.
913,
142
130,
23

5.951
19
CO,

7,
2.960,
1,078,

877,
2,582

218,
142
353.

1.292.

362
095
601
841
798
372
241
269
741
162
715
772
493
230
106
927
33G
072
211
066
77(1
152
302
656
918
78M
596

16.073
5L399
2,759

7,121.335
2,162

17,174
3,991

57,800
253.304

76,365
106,007
101,653

3,680

77,440
324.542

11,038
33,683.913

6,486
87,314

3,
10 ,

239
961
556

1.434,866
436

36

3.460
23,948

322,507
804

11.662

31,737 
131.485 

5.463 
9.771 

934.206 
329.148 

16,510 
7.3,719 

113,738 
264,520 

35.G23 
33.084 
5.151 

1.455.025 
3.303 

16.294 
1,593 

673,367 
2cll',7.39 
222.070 
44 7,717 

67,783 
46,79.1 

12? 35? 
316.140

1,200,661
351.126
.625.159
616.628

51
15
21
20

21.416 
279.286 
688.458 

26,003 
47,507 

4,844,794 
2,677,288 

66,041 
294.875 
731,793 

1.212.559 
183.460 
169,198 
29.124 

7,630,149 
23.364 
87,956 

9.074 
3.745,265 
1.418‘ (62 
1.132.115 
3.120.856 

281.038 
194,070 
4119.407 

1.657.708

,038
,387
,359
482
741

1
108
66
3

14
22,
63
7
6 ,

1
293

135 
60, 
44 
90, 
11 

0 , 

24. 
63.

,969
,232
319
,327
853
917
298
176
666
038
,171
665
283
321
670
394
745
210
613
227
657
699

8

83.608 
348,030 

12,020 
,418,979 

7,172 
94,144 
25,677 

346,618 
,298.044 
380,066 
56G.7B9 
660,912 

22,984 
296.461 
741.525 

28,108 
51.310 

,220,035 
846,951 

71.917 
321.110 
782.957 
,312.661 
197,71'» 
181,356 
31.286 

217.814 
24.932 
■'4.631 

■J 745 
,025.508 
574.128 
,270.560 
,337.70? 
307.268 
710,788 
532."50 
784,875

Inlormation provided by Division nf Rolirnmr nt and BenuJils
Compiled I)/ Senate f in.im i> Coiniiiilloe
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FISCAL NOTE # 8 CSSB 141(FIN)

Public Einployees1 Retirement System (PERS) & Teachers' Retirement System (TRS) 
C om positelfm ploycr Contribution Rato - Active Employers 
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution 
(Based on 2004 Valuation; June 30, 2003 Financials)

Fund
PERS
PERS
PERS
PERS
PERS
PERS

ER
Num Employer

(In Dollars)

Fiscal Year 200G

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2007

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2008

Increase
TOTAL_
Contrib.

Fiscal Year 2009

Increase
TOTAL
Contrib.

PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PFRS 
PERS 
PERS 
PFRS 
PERS 
PFRS 
PERS 
PERS 
PERS 
PER? 
PERS 
PERS 
PERS 
PERS 
PFRS 
PFRS 
PFRS 
PERS 
PERS 
PL RS 
PFRS 
PERS 
PFRS 
PL RS

K017EBUF, CITY Ol 
KOYUK, CITY OF
LAKE AND PENINSULA BOROUGH
MATANUSKA-SUSI1 HA BOROUGH
NENANA, CITY OF ______________
NOME. CITY OF ________ _
NOORVIK, CITY OF 
NORTH POLE, CITY OF

162
1

32
496

19
129
18

107
NORTH SLOPE BOROUGH

143
266
216
256
214
1/2
176
198
222
286
182
120
132
123
163
206
230
249
179
107
131
202
135
248

NORTHWEST ARCTIC BORO1 JGH 
PALMER. CITY OF 
PFLICAN. CITY OF 
PETERSBURG, C.ITY OF 
QUINHAGAK. CITY OF 
RUBY, CITY OF 
SAINT GEORGE, CITY OF 
SAINT MARY'S, CITY OF 
SAINT PAUL, CITY OF 
SAND POINT, CITY OF 
SAXMAN, CITY OF 
SElaWICK, CITY OF 
■SELDOVIA, CITY OF 
SEWARD. CITV OF 

‘SITKA. CITY AND BOROUGH OF 
SKAGWAY, CITY OF 

'SOLDOTNA. CITV OF 
jTANANA, CITY OF 
THORNE B/W, CITY OF 

[TOKSOOK BAY. CITY OF 
UNALAKLEET.CITYOF 
UNALASKA. CILY OF 
VAl DFZ. CITY OF 
WASILLA. CUV OF 
WHITTIER, CITY OF 
WRANGELL. CITY OF 
YAKIITAT. Cl IV AND BOROUGH OF

Subtotal: Political Subs PERS

2.458,
36,

132,
0.

198,
1 ,

6,
18,
15,
70,
39,
21,
4,

“4,
192,
371,

72,
139,

11 ,

14,

13
493
255
173
48

125
22

18,426

767 
113 
811 
101 
3PP 
462 
26U 
535 
409 
340 
967 
559 
490 
552 
153 
988 
895 
881 
312 
534 
016 
997 
943 
607 
524 
473 
285 
5H 
881 
,698 1 
,130 
,619 
,693 
.977 
.854 
.773 
926

52.559 
322,604 

6,214,859 
104,151 
493.041 

18,181 
934.095 

5,380 
22,153 
62,330 
64,341

175,077
95.214

141.438
12.860
15.411

l-LRS 152 ALASKAHOU5ING t INANCE CORPORATION_

530,207 
1,413,591 

284,729 
403,357 

46,608 
43,830 

2,644 
40 738 

1,685,517 
711,133 
670,773 
9 / 954 

420,855 
85,535 

55,913,GG0

2.57(1,315

111,567 
2,550,600 

37,703 
137.953 

C.805 
205.934 

1,610 
6,384 

19,700 
1G.491 
73,539 
40,786 
22,312 
4,167 
5,165 

200,178 
386,542 

78,244 
144,704 
11,708 
15.057 

914 
14,212 

511,622 
265.205 
180,103 
50,814 

130,573 
23,627 

19.117,936

828,04 1

145.760
649.483

25,668

169,084
17,509
21,174

750,268
1,052,143

370.G50
563,187
G0.064
60,531

3.657 
56.478 

2,260.346 
1,003.005 

772,200 
152,441 
567,211 

'  ‘112.370 
77,128,359

3.500,971

4,323
5,379

207.G85
400,000

78,065
150.130

12,147
15,62?

949
14.745

530.808
275,150
180.856
52,719

135.470
24,513

19,034,859

859,096

906,087
2,321,597

462,615
734,437

74,4.64

15,729
30,249

2,448
78,422 
" 4,743 
73,340 

2,875,917 
1,315,76!) 

988,097 
210,877 
723,951 
141,090 

99,855,531

L491.353

3.14B
191

2,971
1U6.952
55.440
37,649
10,b22
27,296
4,939

3.99G.494

173,096

131,913
621,482
103,522
624,418 

12,977,908 
__205,571 

877,338 
36,413

1,531,133
9,822

 39,859
105,075

 110,917
369,586
202,870
210,941

24,227
29,486

1,065,996
2,491,806

496,201
793,035

79,785
84,597 

5,117 
79,142 

3,093.879 
1,4^1,996 
1,063,887 

229.639
379,191
161,482

107.70G.448

4,837,817

Information provided by Division ol Retirement and Benefits ^  ^
Compiled hy Senate Finanan Gonirmttoo



FISCAL NOTE II 8 CSSB 141 (FIN)

(In Dollars)

Fiscal Year 200G

TOTALTOTAL
IncreaseContribIncreaseContrib.Increase

Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Comppsilc Employer Contribution Rate - Active Employers 
ESTIMATED FY OG - 07 - 08 - 09 - Change in Employer Contribution
(Based on 2004 Valuation: June 30, 2003 Financials)

Fund Num Employer

Fiscal Year 2007 Fiscal Year 2008

_TOTAL_
Contrib,

Fiscal Year 2009

Increase
3.478

_TOTAL
Contrib.

184,494
PERS 106
PERS 267
PERS 245
PERS 203
PERS 281
PERS 219
PERS 232
PERS 270
PERS 223
PERS 262
PERS 224
PERS 163
PERS 275
PERS 263
PERS 284
PERS 175
PERS 170
PERS 276
PERS 288
PERS 187
PERS 278
PERS 165
PERS 279
PERS 167
PERS 218

ALASKA MUNICIPAL LEAGUE
ALEUTIAN HOUSING AUTHORITY
ALEUTIANS WEST CRSA
ANCHORAGE PARKING AUTHORITY
BARANOF ISLAND HA
BARTLETT REGIONAL HOSPITAL 
BERING STRAITS CRSA 
BERING STRAITS RHA 
BRISTOL BAY RHA
COOK INLET HOUSING AUTHORITY
COPPER RIVER BASIN RHA
CORDOVA COMMUNITY MEDICAL CENTER
ILISAGVIK COLLEGE 
INTERIOR RHA
INTER-ISLAND FERRY AUTHORITY
NOME JOINT UTILITY SYSTEM
NORTH PACIFIC FISHERY MGMT COUNCIL
NORTH PACIFIC RIM HA ‘ _______________
NORTHWEST INUPIAT HOUSING AUTHORITY 
PETERSBURG MEDICAL CENTER 
SAXMAN SEAPORT
SITKA COMMUNITY HOSPITAL ______
TLINGIT-HAIDA RHA
SOUTHEAST REGIONAL RESOURCE CENTER 
SPECIAL EDUCATION SERVICE AGENCY

Subtotal: Other PERS

PERS
PERS

PERS
PLRS
PERS
PERS
PERS
F’ERS
FLRS
PERS

255
162
244
111
103
104 
184
105

-1
ALASKA STATE OF 
UNIVERSITY OF ALASKA 

Subtotal: Stale & Univ PERS

ALASKA GATEWAY SD 
^ALFUTIAN REGION SD 
ALEUTIANS LAS'" 3CRQUGH SO 
ANCHORAGE SO 
ANNETTF ISI AND SD 
BERING STRAIT SD 
BRISTOL BAY BOROUGH SD 
CHATHAM SD _____

 48,977
28,131

149.103
1.996

225,166
100.793
86,812
25,409

3,200.030

39,655,236
5,816,153

45,471,388

74.074
o'

r.0,500
3,653,549

63.144
366.736

36.254
35.721

5,676
611

176,3 IB 
20,492 

297,472 
139,468 

5,394.500

140.776.087
16.123.132

158,899,219

225.629
0

251.705 
14,066,162 

126,289 
1,013 CPU 

123,989 
113.807

50.814
29,186

154,695
2,070

233.610
101,573
90,068
2G.3G2

3,382,281

41,142.307
6.034.258

47.176.560

70,052
7,898

62.769
3.790.557

65,512
380,489

37.614
37.001

219,313
119,197
495.023

9.996
1.020.013

533,739
365.315
108,980

14,346.647

187.197,498
24,037.007

212,034,505

310.941 
7.898 

327,025 
18,384,200 

196,537 
1,432.159 

166,252 
155,136 I

54.673 
62.135 
52,719 
30,201 

160,496 
2.148 

242.370 
108,491 
93.445 
27.350 

'3.509.11C

280,256
153,947
674.082'

12,518
1,300,859

6G2.248
472.459
140,417

18.393.763

42.685.144
6,260.543

48,945,687

79,734
8,195

65,122
3.932.703

67,969
394.757
39,024
38,490

230,902.548
32.020.938

2C8.931.48G

402>J5 
16.389 

404.411 
23.006.310 

271,876 
1,8(10,C22 

211.511 
199.404

10,622
6,101

32.338
433

40,835
21,860
18.828
5,511

707.046

8,600.561
1,261.427
9,861,968

163)65
1.G51

13,121
792,394

13,695
79.539

7,863
7,747

34,686
375.415
368.481
050,120

 169.806
765.647

1.219,211
331,851

39,211
238,149
374.425
301.697
105,991
732.43't
13.434

1,406.138
709.671
509,525
151,340

19,810,808

254.647.547 
34.520.682 

289.174.229

433.931
18,673

433,142
24.680,74/

296,065
2.032.753

?27.63fl
714.848

Information provided by Division of Retirement and Benefits ^  ()| )(
Compiled by Senate Finance Cnmrnilloo



FISCAL NOTE « 8 CSSB 141 (FIN)

Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS) 
Composite Employer Contribution Rale - Active Employers-1
ESTIMATED FY 06 - 07 - 08 - CD - Change In Employer Contribution 
(Based on 2004 Valuation; June 30, 2003 Financials)______

Fund 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PFRS 
PFRS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PERS 
PFRS 
PERS 
PFRS 
PERS 
PFRS 
PERS 
PERS 
PI RS 
Pf.RS 
PERS 
PERS 
PFRS 
PFRS 
PERS 
r i  RS

ER
Num Employer

(In Dollars)

Fiscal Year 2000

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2007

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2008

AVE
Increase

TOTAL
Contrib.

Fiscal Year 2009

AVE
Increase

TOTAL
Contrib.

121
112
185
204
246
118
205
117
141
240
138
160
124 
108 
265 
211 
190 
177 
251 
158
125 
164 
157
153 
110 
196 
149 
161
154 
257 
228 
15b 
221 
133 
225
155 
1U2 
166 
209

CHUGACH SD 12.0GO
COPPER RIVER SD 
CORDOVA CITY SD 
CRAIG CITY SD

63
32

726
539

56.375
DELTA'GREELY SD 
DENALI BOROUGH SD

47
•13

576

DILLINGHAM CITY SD 63
730
229

FAIRBANKS NORTH STAR BOROUGH SD 
GALENA CITY SD 
HAINES BOROUGH SD 
HOONAH CITY SD 
HYDABURG CITY SD 
IDITAROD AREA SD 
JUNEAU BOROUGH SD 
KAKE CITY SD 
KASHUNAMIUT SD

1.234,537
163 

' 51
.263
494’

KENAI PENINSULA BOROUGH SD 
KFTCHIKAN GATEWAY BUROUGH SD 
KLAWOCK Cl IY SD 
KODIAK ISt AND BOROUGH SD 
KUSPUK SD
lAKE AND PENINSULA BOROUGH SD 
LOWER KUSKPKWIM SD 
LOWER YUKON SD 
MATANUSKA-SUSITNA BOROUGH SD 
NENANA CITY SD 
NOME CITY SD 
NORTH SLOPE BOROUGH SD 
NOR1HWFSI ARCTIC BOROUGH SD 

iPELICAN CITY SD 
PETERSBURG CITY SD 
PRIBILOF SD 
SAIN I MARY'S SD 

|SITKA BOROUGH SD 
SKAGWAY CITY SD 
/G U IN E A S ! ISLAND SD 

'.SOUTHWEST REGION SD 
jTANA’JA SD
UNAI.A^-.A CM Y SI) __________

26
13
82

465
25
61

644
187,
29

235
114,
131
859,
236,
996,
48
73,

652,
3(0

4
53
33
21
414,
18
5(1

143
8,

47

739
•103
335
932
057
755
117
B52
668
674
491
433
235
407
633
549
463 
570 
71" 
04 7 
938 
091 
240 
373
464 
437 
616 
091 
987

36,687 12,512 50,576
232,728 66,116 307,571
100 611
211,292
150,245

33,759
58,489
49,360

13B.143
277,704

162,937
171,097

3.928,296
576.310
181 672
169.099 
2G.926 

312.048 
1.670 834

95.818
229.112

_  45,370 
65,600 

1,280,832 
169,385 
53,425 
27,742 
13,968 
85,422 

483,405 
25,997

205,240
214.417
243,113

5,356,439 
" 767,316 

241,910
223,932

41,903
409,172 

2~216.895 
125,408

2,165.521

i _

595,867 
121 222 
699 951 
341 641 
43‘i -532 

2,369 779 
58" 600 

3,167 234 
164 291 
305 460 

2,092.166 
721 437 

16 051 
143 259 
135 371 
42 481 

3f 9 372 
76 11! 

207 296 
439 471 

•17 414 
170 ,57

64,071 
668,271 
194,897 
30,780 

244,512 
116,785 
136,362 
091,459 
245,273 

1.034,007 
50,370 
76,218 

677,050 
374.246 

4,199 
65.961 
14,332 
22.0j 7 
97,"12 
19,166 
52.328 

149,004 
8.395 

•19,700

301,775
2 915.000 

313,109
156,548 

_970,711 
473,23? 
688,53E 

3,350,105 
856,983 

4,340,762
2<i0,82?
393,133

’ ,847,672
1,122.737

20.852
204,592
175,298
1.6,111

470.761
97,084

2 0 7 .3 9 B

604.955
57.68/

22i.,428

12,982
68,595

65.454
387.700

35,025 178,340
60,682
51,21 I 
*7,071

348.800
264,140
269.529

68,060
1,328,863

175,737
65,429
28,782
1 4 .4 9 1
88,625

501,533

320,290
6,886,168

971,827
306,410
261,111

57,966

26,972
66,474

693,33?
202,205 

31,934 
253,681 
123,239 
141,476 
924,089 
254.4/0 

1.072,782 
52,259 
79,076 

702.439 
388.280 

4,356 
58 nr'0 
35,619 
22,863 

101,684 
19,875 
54,291 

154,591 
8,709 

51.653

513,142 
2,801.561 

157,083 
_  379,565 
3717,614 
1,045,806

194.353
1,260,793

614,223 
752.004 

4,400623 
1,142,590 
5,576,323 

281.362 
486.952 

3,656,899 
1,553,119 

26.991 
270 324 
217,491 
91,453 

589,998 
120.599 
331.716 
782,232 
63.456 

286,573

_ ?  616 
13,821 
7,057

12,227
10,310
9,484

13,713
267,750

35,409
11,1GB
5.799
2,920

17,057
101,053

5,434
13,394

139,6°8
40,742

6,434
51,114

_ 24,831 
“28,506 
186,354 
51,273 

216,153 
10,530 
15,933 

141,533 
73,234 

878 
11,698 
7,1/7 
4,007 

20.468 
4,005 

10 "39 
3L140 

1,755 
10 409

70,596
416,486 
192,2"0 
374..101
204, CG2 
289,417
346,366

7,419,725
1.044,749

329,406
276,909

63,123
550,806

jj.010.754
168.581
407,610 

4.000,043 
1,126,916 

200,290 
1.360,573 

662,763 
809,620 

4.756,811 
1.239,005 
6,007.722 

302,75? 
521,681 

3.939,589 
1.091.304 

27,972 
292.450 
233,063 

99,0"U 
033,240 
129.259 
355.459 
843.67 

72,nr-3 
3('0.042

Inlcrmalion |iiov id r(i by Divkinn til R t'liw iiiiin t and BnnnliK ^  ^
CompJrd by Sonatr* Fir.anro Cnmniillno



FISCAL MOTE tl 8 CSSB 141 (FIN)

Public  E m p lo y o o s '  R e t i re m e n t  S y s lc in  (PERS) & T e a c h e r s '  R e t i re m e n t  S y s te m  (TRS)
C o m p o s i te  E m p lo y e r  C o n t r ib u t ion  R a te  - Active E m p lo y e r s " !__________
ESTIMATED FY OG - 07 - 08 - 09 - C h a n g e  in E m p lo y e r  C o n t r ib u t io n
(D ase d  o n  20 04 Valuation; J u n o  30, 2003 Financia ls)

Fund

PERS

ER
Num

1 3 7

Em ployer

(In Dollars)

F isca l  Y ear  200G

AVE
In c re a se

TOTAL
Conlrib .

AVE
I n c re a se

Y ear  2007 Fisca l  Year 2008 Fisca l  Y ear  2009

TOTAL AVE TOTAL AVE TOTAL

Contrib .  

2 7 5 1 9 5

In c re a s e
93 002

Conlrib .

378,517

In c re a s e
18,739

C ontrib .
411.8GG

176,513 45,875 ” 229.007 9,243 247,090

92.098 20,989 117,371 4,229 126,130

342,283 118,373 473,492 23,851 515,619

205,142 70,945 283.779 14,295 309,028

421,902 117,858 555,580 23,747 600  773

54,856,016 13,155,191 70.0G8.307 2.G50.G18 75,423,502

358,365,527 85.444.852 457,249,080 17,210,147 492,115,048

649,299 128 736 798 1C4 132,791 9 5 6 ,0 9 /

y6 382 9.110 118 479 19,711 141,923

638 160 120 528 784.4 ,1 130,513 939,695.

47,588.671 9.435 369 511,499,289 9.732 583 70,074,GOO

432.788 85.809 532,014 88,512 637,284

2.958.530 586.585 3,636 830 605  063 4.356.453

352.429 69.876 433 230 72,077 518,954

349,415 69.278 429  525 71,461 514,516

251,754 49  915 309 (73 51 487 370,709

769 151 152 499 945 494 157,303 1,132,580

558 045 110 643 685 988 1 1-' 120 821,726

624 329 123 785 767.468 127,684 919,326

897 707 160,144 992 890 165 188 1,189.354

450 032 8 9 2 2 7 553 210 92 038 662,675

772 777 153 218 949 951 158 014 1,137,919

15,668 777 3,100.636 19,261 146 3.204 195 2 3 .0 /2 ,3 6 7

1,212 568 240 415 1.490 5 / 2 247 485 1,785,513

499 142 9 8 9 6 5 613.580 102,082 7.34,990

423 8 1 3 :  84 029 520 981 86 076 624,007

189 528 37 570 232 981 38 761 279.081

690 /5 6 136 956 849.125 141,270 1,017 142

5.432,711 1,077.139 0,070 204 1,11 I0G9 7,999,099

2 1 2 4 4 0 42 120 261 M b 43.447 312.01R

392 142 77.750 482 "48 80 199 5 /7 ,4 3 2

10 ,203,2(3 2.022.1183 12,542 496 2.0R0 7 0 / 16,024,2' • i

2.479,289 491.587 3,047 037 507 1)72 3.050, 'U S

311 829 61.826 383 322 6 3 / 7 4 459 1 70

3,305,281 667.232 4,136 . ,3 / 688 230 4 ,955 ,39 /

746 5 /4 148 023 9*7 M0 152.085 1,099.33 1

PERS
PERS
PERS
P ERS
PERS

146
264
1 6 0

159
1 9 5 YUPIIT SD

TRS 766
TRS 758
TRS 780
TRS 701
TRS 770
TRS 752
TRS 742
TRS 769
TRo 771
fRS 767
r n s 704
TRS 705
TRS 765
TRS 764
TRS 744
fRS 706
TRS 735
TRS 707
TRS 708
TRS 709
TRS 761
IR S 710
TRS 712
fRS 7 7 /
TRS 746
TRS 714
TRS 717
TRS 718

VALDEZ CITY SD
WRANGELL PUBLIC SD 
YAKUTAT SD 
YUKON/ KOYUKUKSD 
YUKON FLATS SD

Sub to ta l :  S c h o o l  District  PERS

TOTAL PE R S

ALASKA GATEWAY SD 
ALEUTIAN REGION SD 
ALEUTIANS EAST BOROUGH SC 
ANCHORAGE SD '
ANNETTE ISLAND SD
BERING STRAIT SD
BRISTOL BAY POROUC4I SD
CHATHAM SD
CHUGACH SD
COFPER RIVER SD
CORDOVA CITY SD
CRAIG CITY SD
DELTA.GREELY SD
DENALI BOROUGH SD
DILLINGHAM CITY CD
FAIRBANKS NORTH STAR BOROUGH SD
GALENA CITYSP
HAINES BOROUGH SD
HOONAH CITY SD
HVDABURG CITY SD
IDITmROD AREA SD
JUNr.AU BOROUGH SD
KAKF CITY SD
KASHUNAMIUT SIT
KF.NAI PENINSULA BOROUGH SD
KETCHIKAN GATEWAY BOROUGH SO
KLAWOOK CI1Y SD
KODIAK ISLAND BOROUGH SD
KUSPI IK SD ______  ______________

8 6 .4 0 1 )

4 2 .6 1 8

1 9 .4 9 9

1 0 9 ,9 7 0

6 5 .9 0 9

1 0 9 ,4 9 2

12.213,786

79.372.131

122 ,
1 8 ,

1 1 9 ,

8 ,9 4 5 ,

8 1 ,

5 5 6 ,

GO,
6 5 ,

4 7 ,

1 4 4 , 

1 0 4 , 
11/, 
1 5 1 ,

8 4 ,

1 4 5 , 

2  " 4 5 ,

2 7 7, 
<>3 
7 9 , 

3 5 , 

1 29 , 

1,021 
M9 
73, 

1 .9 1 8  
4 0 6

5 8 ,

0 3 2

1 4 0

0 5 3

11R
9 6 4

1 7 8 ,8 4 8

1 2 7 .5 1 4

7 0 .0 4 1

2 1 9 ,9 4 1

1 3 1 ,0 1 8

2 9 7 ,1 6 0

40.G51.8G9

266.032,812

9 1 2

3 5 7  

150 
2 5 1  

6 8 4  

3 2 6  

5 8 8  

9 0 4  

3 6 4  

8 3 6  

5 9 9  

2 7 0  

4 8 0  

9 4 3  

8 3 1  

G 7 0  

6 2 6  

8 5 1  

2 6 3  

9 3 5  

7 1 6  
, 0 4 1 

0 8 6  

619 
6 1 9  

,3 4 4

3 4 1 .

5 1 2 .G 4 3  

7 6 ,0 9 7  

5 0 3 ,8 4 9  

3 7 .5 7 2 ,8 2 9  

.7 0 1  

i.8 5 7  

.2 5 4  

i .8 7 5  

1 ,768  

,2 7 0  

1 ,5 9 5  

’,9 2 8  

.7 1 2  

i .3 1 5  

,1 13 

.0 1 7  

.3 6 2  

1,0 8 9  

1,615 
1 ,6 3 6

2 ,3 3 5

2 7 8

_ 2 7 5

1 9 8

6 0 7

 4 4 0

J 4 9 2

_ r n 7  
3 5 5

610
1 2 ,3 7 1

9 5 7

3 9 4

3 3 4

140
5 1 5

4 .2 8 9

1 6 7

3 0 9

8 ,0 5 5
1.957

2 4 0

2 .6 5 7

5 8 9

8 9 .G 4 0

4 4 ,2 1 7

2 0 ,2 3 0

1 1 4 ,0 9 4

6 8 .3 8 1 '

1 1 3 ,5 9 8

12,679,702

82,356,484

1 2 4 .8 6 5

1 8 ,5 3 5

1 2 2 ,7 2 3

9 ,1 5 1 ,6 6 8

8 3 ,2 2 9

5 6 8 ,9 4 6

6 7 ,7 7 5

6 7 ,1 9 5

4 8 ,4 1 4

3 7 r"

3 0 5

7 2 R
609
7 7 4

5 6 0

1 9 9

001
4 4 5

1 4 / 9 1 4

1 0 7 ,3 1 6

1 2 0 ,0 6 3

1 6 5 ,3 2 8

8 6 ,5 4 5

1 4 8 .6 1 1

3 .0 1 3 , 2 2 6

2 3 3 ,1 8 6

9 5 ,9 8 9

0 1 ,5 0 3

J 6 . 4 4 8

132 ,1M B

1 ,0 4 4 ,7 5 2

4 0 ,8 5 4

7 5 ,4 1 2

1 ,9 6 2 .1 6 6

4 7 6 ,8 0 0

5 9 ,9 6 7

6 4 7 .1 0 9

1 4 3 ,5 7 2

Inloonnlion provided by Division ol Rutifcnicnl and Benefits
Compi'ed bv Senate Finance C o m n iilif"

7 ol 8



FISCAL M O TE« 8 CSSB 141(FIN)

Public Employees' Retirement SystcnT(PERS) & Teachers' Retirement System (TRS]__
Composite Employer Contribution Rale - Active Employers |__ _______________________
ESTIMATED FY 08 - 07 - 08 - 09 - Chango In Employer Contribution_________(In Dollars)
(Based on 2004'Valuation; June 30, 2003 Financials) ____________________________

Fiscal Year 2009Fiscal Year 2008Fiscal Year 2007Fiscal Year 200G

TOTALTOTALTOTALAVE
Increase

TOTALAVE
Increase Contrib.increaseContribIncreaseContrib.Contrib,Employer

LAKE AND PENINSULA BOROUGH SD
LOWER KUSKOKWIM S D ___________
LOWER YUKON SD 
MATANUSKA-SUSITNA BOROUGH SD
NENANA CITY SD
NOME CITY SD 
NORTH SLOPE BOROUGH SD 
NORTHWEST ARCTIC BOROUGH SD 
PELICAN CITY SD 
PETERSBURG CITY SD__________
PRIBILOF SD
SAINT MARY'S SD
SITKA BOROUGH SD 
SKAGWAY CITY SD 
SOUTHEAST ISLAND SD _ 
SOUTHWEST REGION SD
TANANA SD 
UNALASKA CITY SD
VALDEZ CITY SD
WRANGELL PUBLIC SD
YAKUTAT SD 
YUKON/ KOYUKUKSD
YUKON FLATS SD
YUPIIT SD

Subtotal: School District TRS

737 ALASKA DEPARTMENT OF EDUCATION 
733 UNIVERSITY OF ALASKA 
743 SOUTHE AST REGIONAL RESOURCE CENTER 
779 SPECIAL EDUCATION SERVICE AGENCY

Subtotal: Other TRS

TOTALTRS

TOTAL BOTH PERS AND TRS

lntormntion provided hy Division uf Roliiemuit  and  BcneMs () ()(
(.'•.implied hy Sonntn Finance Committee
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 ̂ FISCAL NOTEh

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Nole If correction): 
Title An Act relation to TRS and PERS creating a 
defined contribution and health reimbursement plans ...........

Fiscal Note Numbor: 
Bill Version:
(H) Publish Date:

Dept. Affected: 
|RDU
Component

10
HCS CSSB 141 (FIN)
5/2/05

Administration
Centralized Adminislrivo Services 

Retirement and Bonofits
Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

Expenditures/Revenues

Componont No. 

(Thousands of Dollars)

64

Note: Amounts do not include inflation unloss otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure)

276.5 227.5 163.1 163.1 163.1 163.1
37.5 17.5 3.5 5.0 5.0 5.0

667.0 327.0 352.0 397.0 397.0 ?97,0
18.0 5.0 5.0 5 0 5.0 5.0
30.0

(12.5) (41.5) (41.5) (41.5) (41.5) (41.5)
TOTAL OPERATING 1,016.5 535 5 482.1 528.6 528.6 528.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE____________________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1029 PERS
1034 TRS
Other (Sporty Typo-Do not abbreviate}

1,029.0 577.0 392.7 285.1 142.5 0.0

(2 0) (4 1) (4.1) (4.1) (4.1) (4.1)
(105) (374) (37 4) (37 4) (37.4) (37.4)

130.9 285.0 427.6 570.1
TOTAL 1,016.5 535.5 482.1 528.6 528.6 528.6

Estimate of any current year (FY2005) cost: 0 0
Chock this box (X) if fund ing  fo r th is  b ill Is included in tho G overnor's FY 2006 budgot proposal: [

POSITIONS
Full-time 2 2 2 2 2 2
Part-time 0 0 0 0 0 0
Temporary 3 2 1 1 1 1

ANALYSIS: (Attach a separate paoe irnecessary)
This bill will create a new defined contribution retirement plan m d  a health reimbursement arrangement for 
new employees of tho PERS and TRS hired after the effective date of Juiy 1. 200b. As tho now plan 
significantly differs from the current dofinod bonnfit plans tho division will be required to reprogram its 
computer systems, set up and account for two now plans, cron'u now plan publications and forms, tram staff 
employer contacts and new members, crcato now employee benefit education methods on tho web. benefit 
seminars and one on ono appointments, and to conti je t for financial planning services for members of thn 
new plan. Tho fiscal note assumes fund manager fees, custody, and record keeper’s individual account fuos 
are scparato. It further assumes that cost reductions for the PERS and TRS Boards will be partially offsot by 
payments to the Office of Administrative Hearings to conduct disability huanngs, previously conducted by tho 
boards.
Prop.irod by; Molame Millhorn, Director  Phono 465-4406
Division Rotiromont nnd Bonefils Dalo/Timo 4/22/05 3:29 PM

Approved by: M iko T-bblos. Dnputy Commissioner_____________________________  Ditto 4/22/200'i
Aooncy Dopnnmont ot Administration__________________________________

'• ‘ • . m -i v z i .v m o u i i i Pago 1 of 2



F IS C A L  N O T E  #10

ANALYSIS CONTINUATION

STA TE  O F  A L A S K A  B IL L  N O . HCS CSSB 141|FIN)

2005 L E G IS L A T IV E  SESSION

The estimated administrative costs lo Iho division by fiscal year are as follows:
FY 2006 FY 2007 FY 2008 FY 09-11

PERSONAL SERVICES:
1 - Non Perm Analyst-Pgmr HI - DC-Benefils Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant II - Range 16 52.0 52.0 52.0 52.0
1 - R&B Tech I/ll - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech II or Spec I - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1
TRAVEL:

Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0
CONTRACTUAL:

Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax. Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0

667.0 327.0 352.0 397.0

SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers.

telephone, set-up costs 30." 0.0 0.0 0.0

MISCELLANEOUS (BOARD RECONFIGURATION. HEARINGS)
Board Member Election 2006/2008 0.0 0.0 0.0 00
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel Members/Staff -24.0 -24.0 -24.0 -24.0
Honorarium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Hearings-Officu of Administrative Hearings 116.0 87.0 87.0 87.0

12.5 -41.5 -41.5 -41.5

TOTAL 1.016.5 535.5 482.1 528.6

Tho above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined 
If -nti, u.'d the present DC plans, SBS and DCP are legally separate from the intended plan. It is assumed that
by FY2uJL, as more employees are hired into the new tiers, that program costs will be funded through an assessment 
on DC accounts, similar to the SBS program currently in placo. Gonoral funds will be reduced 25% per year from 
FY200B-2011.

The now plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05. Tho startup costs are not costs 
of tho PERS and TRS Defined Bonofit plans. Tiers 1, 2, and 3 are logically rotated; howovor, tier 4 PERS and Tmr 3 
TRS would not be. The purpose of the bill is to separate tho DB and DC side. A legal opinion was sought to determine 
how thy funding and accounting needs to occur for the now DC plan____________________________________________

Page 2 of 2
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Proposed A lternatives
Overview

■=> Two alternatives are being presented to the PERS and TRS Boards, with the 
Tier Committee recommending Alternative 1

■=> Components of Alternative 1
■ defined benefit
■ defined contribution
■ medical
■ health reimbursement account (HRA)

iz> Components of Alternative 2
■ defined contribution
■ medical
■ health reimbursement account (HRA)

^  Member contributions under both alternatives are higher than the current tiers

^  Contribution rates for the defined contribution component are higher for 
Alternative 2

^  Post-retirement medical program is the same for both alternatives

Mercer Human Resource Consulting



Proposed Alternatives
j  Defined Benefit Alternative

■ w j

Key features of Alternative 1 defined benefit program 

■=> 1 percent of career average pay

<=> Pay is indexed from year received to year preceding retirement (or 
termination) based on the Anchorage CPI
■ for example, 1997 pay for a member retiring on December 31, 

2009 would be increased at Anchorage CPI for 12 years

^  Base pay only

■=> Normal retirement at the earlier of
■ (1) age 60 with 5 years of service (8 years for TRS), or
■ (2) 25 years of service (30 years for PERS “others”)

■=> Post-retirement pension adjustments similar to current tiers 

% No 10 percent Alaska cost-of-iiving adjustment (COLA)

Mercer Human Resource Consulting



dllposed Alternatives
■ i j  | i | | | i

ined Contribution Alternatives

Key features of defined contribution components 

o  Individual accounts are maintained for each member 

[=> Contributions are a percentage of base pay 

■-> Various investment options (member-directed)

<=> 100% vested

<=> Terminating or retiring member takes account (eligible for rollover)
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Proposed Alternatives
Accrual of Non-Medical Benefits - TRS

$350,000

$300,000

$250,000

$200,000

$150,000

$100,000

$50,000

$400,000

Present Value of Benefit Payable as a Lump Sum
Age = 40, Service = 0, Salary = $35,000

E q u ip :  Rate o f  re tu rn  o n  a cco u n t b a la n ce : S. 3 %
B ond : Rate c f  re tu rn  o n  a cc o u n t ba la nce : 4 .5%
E q u ip  inves tm en t m ix  S C %  7 0 %  6 0 %  5 (& q' 4 0 %  P o s t-re tire m e n t 2 0 %  
S a la ry  increase ra te : 5 .5 %  * %

—• Current Tier 2 

Alternative 2 

—  Alternative 1
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Proposed Alternatives
Accrual of Non-Medical Benefits - PERS

$400,000

$350,000

$300,000

$250,000

$200,000

$150,000

$100,000

$50,000

$0

Present Value of Benefit Payable as a Lump Sum
Age = 40, Service = 0, Salary = $35,000

Age

E q u ify : B ate  o f  re tu rn  on  a cco u n t b a la n ce : S. 5 %
B ond : Rate o f  re tu rn  o n  a cco u n t b a la nce : 4 .5 %
E q u ity  investm ent mix.: 3 W  7C %  6CP/a 5 0 / a: 4 0 %  P o s t-re tire m en t 2 0 /o  

S a lc ry  increase ra te : 5 .5 % ; 4 %

Current Tier 3 

Alternaiive 2 

—  Alternative 1
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Medical Program

Key features of post-retirement medical program

■=> Members must retire directly from the System to be eligible

■=> System sponsored health plan with varying levels of subsidy or cost to 
members

■=> Early retirees get “access only” prior to normal retirement eligibility

^  Defined dollar benefit from normal retirement to Medicare eligibility 
(currently age 65)

■=> Defined health benefit after Medicare eligibility, similar to the current 
program with the following key exceptions:
■ Method of coordination with Medicare
■ Retired members will share in the cost through premium 

contributions

lllfflljl
|  Key Features
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proposed Medical Program
System Sponsored Health Care Plan

,=> System sponsored health plan available to all eligible retirees, but with 
varying levels of subsidy 

'=> Basic plan design elements
C urren t Plan A lte rn a tive  Plan

M edical
■ Coordination with Medicare Total Allowable Maintenance of Benefits
■ Deductible $150/person, $450/fam ily $250/person, $750/family
■ Out of Pocket $800 $2,500
■ Outpatient Surgery Coinsurance 100% 80%

P rescrip tion  Drug
■ Retail 90 day supply 30 day supply

- Generic $4 $5
- Brand Formulary $8 $15
- Brand Non-Formulary $8 $30

■ Mail Order 90 day supply 90 day supply
- Generic $0 $5
- Brand Formulary $0 $15
- Brand Non-Formulary $0 $30

Dental, V is ion , A ud io No Change

Mercer Human Resource Consulting 7 7



Proposed
Eligibility

Medical Program

■"> Normal retirement eligibility for medical benefits will be defined as the 
earlier of
■ (1) age 60 with 10 years of service
■ (2) 25 years of service (30 years for PERS “others” retirees).

Disabled participants will be eligible

■=> Terminated vested participants are not eligible. A member must retire 
directly from active service in order to receive coverage

Mercer Human Resource Consulting 78



i l l iProposed Medical Program
J la r ly  Retirement
m m m

, j

<=> Early retirees who have not reached normal retirement eligibility
■ Receive “access only” plan
■ Will not be eligible for subsidized retiree health plan costs
■ Pay 100% of the pre-Medicare eligible (currently pre-age 65) per 

member per year (PMPY) claim costs

■=> Dependent spouses of early retirees will pay 100% of the appropriate 
pre-Medicare or Medicare eligible PMPY claim cost
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Proposed Medical Program
i Normal Retirement to Medicare Eligibility

v < t

■=> Members who retire directly from the Systems will be eligible for a 
“defined dollar” benefit upon reaching eligibility for normal retirement

■=> Fixed dollar subsidy toward system sponsored health coverage

■=> Access to system sponsored retiree medical plan as outlined above

■=> Subsidy amount is based on length of service

■=f Subsidy amount indexed each year by healthcare inflation up to a 
maximum of 5 percent (with a “catch-up” provision based on years 
when healthcare inflation is less than 5%)

Mercer Human Resource Consulting
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Proposed Medical Program
Normal Retirement to Medicare Eligibility

III

o  Upon becoming eligible for Medicare, such members will become 
eligible for the “defined health” benefit

o  Pre-Medicare dependent spouse is eligible for the same subsidy as 
retiree

^  Medicare eligible dependent spouse is eligible for the Medicare 
eligible benefit level, with contribution percentage based on retiree 
length of service

Mercer Human Resource Consulting 81



Proposed Medical Program
Normal Retirement to Medicare Eligibility

Apply percentages to the applicable subsidy base to arrive at the 
appropriate subsidy amount.

!=> Defined Dollar Subsidy Base Annual PMPY for fiscal year 2004:

Pre Medicare $5,962*

■=> Subsidy Percentage

Service (yrs) Subsidy %
10-14 30%
15-19 45%
20-24 60%
25-29 75%
30+ 90%

o  Member contributions are determined by subtracting the annua 
subsidy amount from the annual claims cost for a given year.

o  ’ Equivalent to FY20D4 pre-Medicare projected claim cost. 

Mercer Human Resource Consulting 8 2
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Proposed Medical Program
Defined Dollar Subsidy Projection

,=> Subsidy Projection Assumptions
Pre Medicare retiree, 25 years of service 
Year 1 assumes plan cost and subsidy base are equal 
Average plan cost increases at proposed valuation trend 
Assumes inflation of 3.5%
Subsidy base increases at healthcare inflation rate up to 5%

Present
Plan
Cost

Subsidy
Base

Retiree
Subsidy

Retiree
Contribution

Value Retiree 
Contribution

Percent
Increase

Contributio
Percent

Year 1 5,962 5,962 4,472 1,491 1,491 N/A 25%

Year 2 6,605 6.260 4,695 1,910 1,846 28% 29%

Year 5 8,714 7,247 5,435 3,278 2,857 17% 38%

Year 10 12,431 9,249 6,937 5,495 4,032 8% 44%

Year 15 15,956 11,804 8,853 7,103 4,38b 5% 45%
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Proposed
After Medicare

Medical Program
Eligibility

'=> Defined health benefit similar to current program

'=> Retirees who were previously eligible for 100% subsidy of retiree 
health plan costs will now participate in the premium cost.

■=> Contributions are per covered individual

<=> Pre-Medicare dependent spouses are eligible to receive a defined 
dollar subsidy with percentage based on retiree length of service

<=> Medicare eligible dependent spouses are eligible to receive the same 
defined health benefits as the retiree and pay tne same contributions
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Proposed
1

After Medicare
Medical Program
Eligibility

■=> Contribution Base PMPY for fiscal year 2004:

Medicare Eligible $2,667

o  Contribution Percentage
Service (yrs) Contribution %

10-14 30%
15-19 25%
20-24 20%
25-29 15%
30+ 10%

^  Apply percentages to the contribution base to arrive at the applicable 
contribution amount

Mercer Human Resource Consulting 85



Alternatives
Normal Cost Rates

■=> “Normal cost” rates for Alternative 1 are expected to be as follows:

Normal Cost Rates

TKS PERS

Medical normal cost rate 3.75% (9.07%) 3.5% (8.68%)
Defined benefit normal cost rate 5.0% (13.90%) 4.5% (11.37%)
Defined contribution rate 8.5% (N/A) 7.0% (N/A)
HRA contribution rate 1.5% (N/A) 1.0% (N/A)
Gross normal cost rate 18.75% (22.97%) 16.0% (20.05%)
Member contribution rate (10.0)% (8.69%) (8.0)% (6.81%)
Employer normal cost rate 8.75% (14.28%) 8.0% (13.24%)

[ Normal cost rates for the current program (all tiers) are shown 
in parentheses for comparative purposes.

Alternative 1
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Alternative &
v V

Alternatives
Normal Cost Rates

“Normal cost” rates for Alternative 2 are expected to be as follows

Normal Cost Rates

TRS PERS

Medical normal cost rate 3.75% 3.5%

Defined contribution rate 13.5% 11.5%

HRA contribution rate  1.5% 1.0%

Gross normal cost rate 18.75% 16.0%

Member contribution rate (10.0)% (8.0)%

Employer normal cost rate 8.75% 8.0%

Mercer Human Resource Consulting
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Cost Projections 
1

The following pages show the approximate effect the new tier would be 
expected to have over time ori actuarial calculated contribution rates

■=> Data, assumptions and methods are as previously described, 
including changes to medical valuation methodology
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posed Alternatives
Projections - PERS
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Cost Projections
Alternatives
TRS
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Health Reimbursement Accounts
i. ! I I l l U i !  .  .Overview

H> Arrangement that:
■ Is solely employer paid
■ Reimburses employees for medical expenses
■ Provides reimbursements up to a maximum dollar amount for a 

defined coverage period

■=> Unused funds are carried forward to the next coverage period

■=> Usually, but not required to be, associated with high-deductible health 
plans or consumer directed health plans

■=!> Includes aspects of FSAs

■=> Also known as
■ Health Reimbursement Arrangements
■ Defined contribution health care plans

11 r t
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ealth Reimbursement
.verview

Accounts

Funding

«=> Employer only

■=> Employer sets own limits

■=i> Notional or funded accounts
■ general assets
■ VEBA
■ other trusts

Eligibility

<=> Current and former employees (including retired employees), spouses and 
dependents

,=;> COBRA participants

^  Dependent medical expenses on death of employee
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Health Reimbursement Accounts
'Overview

Benefits

■=> Reimbursements for medical expenses as defined in IRC section 
213(d)

■=> No IRS limit on reimbursements

<=> Employee responsible for substantiating expenses

■=> Cannot use for over-the-counter drugs

Can be used for after tax insurance premium payments (LTC is gray 
area)

F> Cannot have any right to receive cash benefit 

<=? Can be used with FSA, but special rules apply
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Health Reimbursement Accounts
■

Overview
1 w -v

Plan d e s ig n

^  Plan sponsor dictates plan design
■ Contribution amount 
* Covered expenses
■ Termination provisions

T a x  T r e a tm e n t

^  Requirements for exclusion from employee/retiree income:
■ Employer funding only -  no employee contributions
■ Only reimbursed for qualified medical expenses

<=> Subject to non-discrimination rules under IRS code section 105(h)
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Reimbursement Accounts
of tax advantaged health care

Health'Savings Account 

.(HSA)

Health Reimbursement Account 

(HRA)

Flexible Spending Account 

(FSA)

Account requirements Funds must be held in trust or 
custodial account No requirement; often unfunded No requirement; often 

unfunded

Qualifying expenses
Miscellaneous IRC 213(d) 
expenses, lim ited health premium 
reimbursements*

Miscellaneous IRC 213(d) expenses, 
unlim ited premium reimbursements, 
subject to pian design

Miscellaneous IRC 213(d) 
expenses, no health premium 
reimbursements

Non-qualified w ithdrawals

Yes, but taxable, plus 10% penalty. 
No penalty after age 65, disability, 
or death (no penalty or tax after 
death if HSA goes to spouse)

Not allowed Not allowed

Rollover o f unused funds Unused funds ro ll over indefinitely Allowed, although employer can 
establish lim its

Not allowed

Nonforfeitable Yes and fu lly  portable, can take to 
new employer No, but COBRA rights applv

No, but lim ited COBRA rights 
apply

‘COBRA, long-lerm care insurance and premiums for account holders at least 65 or receiving unemployment compensation.

Mercer Human Resource Consulting 96



.  i i  .Health Reimbursement Accounts
Gii'mparison of tax advantaged health care

' • V l i M ' v  'accounts

Health Savings Accotint ' Health Reimbursement Account Flexibl&Spending Account

(HSA) (HRA) (FSA)

E lig ib ility Individuals (employees) w ith high 
deductible plan (HDHP)

Employees whose employers make 
available

Employees whose employers 
make available

Health insurance 
requirement

Qualified high deductible health 
plan required

None, although employer typically 
requires high deductible coverage None

C ontributions - Source Employer, employee, or both Employer only Employer, employee or both

Taxability o f employee 
contribu tions Tax-free Employee contribution not allowed Tax-free

Taxability o f employer 
contribu tions

Tax-free to employee; tax 
deductible to employer

Tax-free to employee; tax deductible 
to employer

Tax-free to employee; tax 
deductible to employer

Annual contribution lim its 
(employee+employer)

Lesser o f 100% of deductible or 
fixed amount (established by law)

None legally required, employer sets 
its contribution amounts

None legally required, employer 
sets employee contribution 
lim its
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Health Reimbursement Accounts* Ijpil i MIMllII iprojection scenarios

F> Illustrate the HRA fund value at retirement, the total costs expected to 
be borne by the retiree during the pre-Medicare period of retirement 
and the retiree’s expected net cost after HRA reimbursements 

■=> Four scenarios
■ Early hire, 1.0% funding - hire at 25, retire at 55
■ Early hire, 1.5% funding - hire at 25, retire at 55
■ Late hire, 1.0% funding - hire at 40, retire at 60
■ Late hire, 1.5% funding - hire at 40, retire at 60

,=> Key assumptions
■ Hire date of 7/1/2004
■ Normal retirement at 25 years or age 60
■ Funded as percent of average salary for group
■ Average salary for group of $35,000
■ Wage inflation 4.0%
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Health Reimbursement Accounts
■mill iiii.iiiM

scenarios

cz> Key assumptions (continued)
■ HRA accumulation rate 8.25%
■ Early retirement access-only plan as described in the proposed medical 

program
■ Normal retirement to Medicare eligibility defined dollar subsidy as 

described in the proposed medical program
■ Benefit costs increase at proposed valuation trend
■ Retirees transition to defined health benefit plan at Medicare eligibility

■=> Other assumptions
■ Participant retires from system and is receiving system-sponsored benefits
■ Demographic composition of future pre-Medicare retiree group remains 

constant
■ No spend down of HRA during active benefit period
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Health Reimbursement Accounts
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scenarios

Gross Retiree HRA at Net Retiree
Cost Retirement Cost

Early Hire, 1.0% $153,721 $64,622 $72,348
Early Hire, 1.5% $153,721 $96,933 $12,714
Late Hire, 1.0% $ 68,993 $23,052 $44,543
Late Hire, 1.5% $ 68,993 $34,575 $30,580

Gross retiree cost is the total medical premium cost expected to be paid by 
the retiree less any System-sponsored subsidy. Does not include retiree cost 
sharing via plan design elements such as deductibles and coinsurance.

HRA at retirement is the beginning fund balance at the year of retirement.

«=> Net retiree cost is the gross retiree cost less expected reimbursements from 
the HRA. HRA balance continues to earn interest after medical expenses are 
reimbursed each year.
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April 30, 2004

State o f  Alaska
Public Employees' Retirement Board 
Department o f  Administration 
Division o ‘‘Retirement and Benefits 
P.O. Box 110203 
Juneau, AK 99811-0203

Dear Members o f  the Board:

Actuarial Certification

The annual actuarial valuation required for the Stale o f  Alaska Public Employees’ Retirement 
System has been prepared as o f  June 30, 2003 by Mercer Human Resource Consulting. The 
purposes o f  the report include:

(1) a review o f  experience under the Plan for the year ended June 30, 2003;

(2) a determination o f  the appropriate contribution rate for each employer in the 
System which will be applied for the fiscal year ending June 30,2006; and

(3) the provision o f  reporting and disclosure information for financial statements, 
governmental agencies, and other interested parties.

flic following schedules that we have prepared are included in this report:

( 1) Summary o f  actuarial assumptions and methods (Section 2.3)

(2) Schedule o f  active member valuation data (Section 2.2(d) and (f))

(3) Schedule o f  benefit recipients added to and removed from rolls 
(Section 2.2(p) and 2.2(q))

(4) Solvency test (Section 3.3)

(5) Analysis o f  financial experience (Section 3 .1)

In preparing this valuation, we have employed generally accepted actuarial methods and 
assumptions, in c o m auction with employee data provided to us by the Division of Retirement 
and Benefits and financial information provided by the audited report from KPMG LLP, to 
determine n 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. Actuarial 
assumptions arc based on the results o f  an experience study presented to the Board in October 
2000 and adopted in December 2000. Actuarial methods, medical cost trend, and assumed 
blended medical premiums were reviewed and revised in January 2003.



Public Employee’s Retirement Board 
April 30, 2004 
Page 2

The contribution requirements are determined as a percentage o f  payroll, and reflect the cost of 
benefits accruing in FY04 and a fixed 25-year level percentage o f  payroll amortization of the 
initial unfunded accrued liability and subsequent gains/losses. The amortization period is set by 
the Board. Contribution levels arc recommended by the Actuary and adopted by the Board 
each year. Over time, the contribution rate is expected to remain relatively constant as a 
percentage o f  payroll. The ratio of assets lo liabilities changed from 75.2% to 72. S% during the 
year primarily due to lower than expected equity market returns. Over the years, progress has 
been made toward achieving the funding objectives o f  the System.

A summary o f  the actuarial assumptions and methods is presented in Section 2.3 o f  this report. 
The assumptions, when applied in combination, fairly represent past and anticipated future 
experience o f  the System.

Future contribution requirements may differ from thnsL determined in the valuation because of:

(1) differences between actual experience and anticipated experience based on the 
assumptions:

(2) changes in ac:iatrial assumptions or methods;

(3) changes in statutory provisions; or

(4) differences between the contribution rates determined by the valuation and those
adopted by the Board.

'flic undersigned are members of"*1 American Academy o f  Actuaries and the Society of 
Actuaries and are fully qualified iu provide actuarial services to the State o f  Alaska.

We believe that the assumptions and methods used for funding purposes and for the disclosures 
presented in this report satisfy the parameter requirements set forth in the Government 
Accounting Standards Board (GASB) Statement Nos. 25 and 27.

We believe that this report conforms with the requirements o f  the Alaska statutes, and where 
applicable, other federal and accounting laws, regulations and rules, as w'ell as generally 
accepted actuarial principles and practices.

Sincerely,

Robert M. Reynolds, ASA, MAAA Marcia L. Chapman, FSA, If A, MAAA

MAG//CMI3/RMR/kmp/cam



R e p o r t  H ig h lig h ts

This report has been prepared by Mercer Human Resource Consulting for the State o f  Alaska 
Public Employees’ Retirement System to:

(1 ) Present the results o f  a valuation o f  the Alaska Public Employees' Retirement System as
o f  June 30. 2003;

(2) Review experience under the plan for fhc year ended June 30, 2003;

(3) Determine the appropriate contribution rale for each employer in the System; and

(4) Provide reporting and disclosure information for financial statements, governmental
agencies, and other interested parties.

This report is divided into three sections. Section 1 contains the results o f  the valuation. It 
includes the experience o f  the plan during the 2003 Fiscal Year, the current annual costs, and 
reporting and disclosure information.

Section 2 describes the basis o f  the valuation. 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 and 
unfunded liabilities.

The principal results are as follows:

Funding Status as of June 30 2002 2003

(a) Valuation assets S 7,412.833 S 7.687,281

(b) Accrued liability1

i) Non-medical benefits

ii) Total benefits (including medical)

6,133.182

9,859,591

6,330,541

10,561,653

(c) Funding Ratio, f a )  + ( b )

i) Non-medical benefits

ii) Total benefits (including medical)

120.9%

75.2%

121.4%

72.8%

hi thousands.

i.lercer Human Resource Consulting Stale of Alaska Public Employees' Retirement System
as of June 30, 2003



R e p o r t  H ig h lig h ts  (con tin u e d )  

P E R S  F u n d in g  R a tio  H is to ry

Mercer Human Resourco Consulting
«  '»■<, . » ; ' (Joe

Stnlo or Alaska Public Employees' Retirement System
June 30. 2003



R e p o r t  H ig h lig h ts  (co n tin u e d )

Employer Contribution Rates for Fiscal Year: 2005

(a) Consolidated Rate 13.31%

(b) Average Past Service Rate 11.60%

00 Average Employer Contribution Rate (a) + (b) 24.91%

(d) PERS Board Adopted Average Employer
Contribution Rate 11.77%

25.63%

16.77%

2006
13.24%

12.39%

Mercer Mumnn Resource Consulting
fi due

3 Slate ol Alaska Public Employees' Retirement System
as of June 30. 2003



A n a ly s is  o f  th e  V a lu a t io n  (co n tin u e d )

S u m m ary

Tlie following table summarizes the sources o f  change in the average employer contribution rate:

1. Last year's average employer contribution rate 24.91%

2. Change due to:

a. Elimination o f  102% target funding ratio (0.90%)

b. Contribution shortfall compared to average employer contribution rale 1.10%

c. Investment experience 0.31%

d. Salary increases (0.19%)

e. Demugraphic experience 0.40%

3. Average employer contribution rate this year 25.63%

Mercer Human Resource Consulting 7 Slate of Alaska Public Employees' Retirement System
as ol June 30, 2003



V a lu a tio n  R e s u lts

The actuarial value o f  assets was set equal to the market value at June 30, 2002. Future 
investment gains and losses will be recognized 20% per year over 5 years. In no event may 
valuation assets be less than 80% or more than 120% of  market value as o f  the current valuation 
date.

(1) Deferral o f  Investment Return for FY03

(a) Market Value, June 30 ,2002  8 7,412,833

(b) Contributions for FY03 211,310

- W eighted f o r  Timing 105,655

(c) Benefit Payments for FY03 464,040

- W eighted f o r  Timing 232,020

(d) Investment Return (net o f  expenses) 231,352

(e) Expected Return Rate (net o f  expenses) 8.25%

(0  Expected Return-weighted for Timing, [(a. + /;. - c.) x e .]  601,134

(g) Investment Gain/(fc,oss) for the Year (d. - f )  (369,782)

(h) Deferral Percentage 8°0/°

(i) Deferred Investment Return1, (g. x  h.) 8 (295,826)

(2) Actuarial Value. June 30. 2003

(a) Market Value, June 30 ,2003 S 7,391,455

(b) 2003 Deferred Investment Return (295,826)

(c) Preliminary Actuarial Value. June 30.2003 (a. - h.) $ 7,687,281

(d) Upper Limit: 120% o f  Market Value. June 30. 2003 8,869,746

(e) Lower Limit: 80% o f  Market Value, June 30, 2003 5,913,164

( 0  Actuarial Value. June 30, 2003. (c. lim ite d h y d . u n d e .)  S 7,687,281

1.1 (c) A c tu a ria l  V a lu e  o f  A s s e ts

■’ T h e  ta b le  b e lo w  s h o w s  th e  d e v e lo p m e n t  a f l o a t  t lo s s )  to  b e  r e c o g n i z e d  in  th e  c u r r e n t  y e a r .
Galn/(Loss) Rocognlzod Gnln/(Loss) Gainl(Loss) Dolorrod to

Plan Yoar Endod_______Assol Galn/(Loss)___________ In Prior Years_______ Rocognlzod This Yoar_______ Fuluro Yoars
0/30/2003 S (369,7B2) SO S (73,956) S (295,826)

Total $ (369,782) S 0 S (73,956) $ (295,826)

Mercer Human Resource Consulling
il J . . <V*

11 Stale ol Alaska Public bmployees' Retiremenl System
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1 .5 (a )  A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C a lc u la te d  R a te  (con tin ue d )  

O bservations

■ Calculated rates increase under all population scenarios

■ Calculated rates begin lo decline towards end o f  the projection period under the 1% and 2%
scenarios.

■ Over the past 9 years, the average annual population increase for the PERS has been 1.1%

■ Calculated rates increase to above 30% under the 1% population increase scenario

■ Factors contributing lo the projected rate increases are:

-  Contributions arc less than the actuarially calculated rate for the first 5 years o f  the 
projection

-  New entrants enter the System at lower pay levels than the exiting members they are 
replacing, diluting the pay-off o f  unfunded liabilities. Because new entrants also add 
additional liability, each new entrant generates a loss.

■ Funding ratios are al least 96% by the end o f  the 25-year period, under all 3 population 
scenarios

V a lu a tio n  R e s u lts

M e rc e r  Human Resource Consulting 2b Stale ol Alaska Public Employees' Retirement System
as of June 30, 2003



Valuation Results

1 .5 (a ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C a lc u la te d  R a te  (co n tin u e d )  

P ro je c te d  C o n tr ib u tio n  f!a te s
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1 .5 (a ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C a lc u la te d  R a te  (co n tin u e d )  

P ro je c te d  F u n d in g  R a tio s

Valuation Results
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1 .5 (a ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C a lc u la te d  R a te  (con tin ue d )

V a lu a tio n  R e s u lts

U M r  I

Slate of Alaiku PKIIS 
I In u tie In I I'rojecftnii) (in llinti'amh)

1 n\rtfinrnl Itrllim 8.25% Annual Pupulnlliin Incrrair 11,1111%

_ A iniiainlv mn • laklt. 1 . Hrciipnlrcil Euillnc"*n....... ..
A* nf Actuarial Acer in'll I'linilln^ Surplu* lufal employer Emptily r r Employer 1 dial ll rm ll l Net !n*r*tmrnt A**el Adunrlal

June .111 A**r(* l.lalilllly Hallo (Dellcll) Salarlr* (  Hi Kate ( ’ nnlrllii t'nnlrlln Cnnlrlh* Payment* L'unlilli* F.arnlni** (>’aln A**el*

2003 7.(iS7.2HI 10.501,053 72 8% (2.K74.3721 1,400,7X3 0 77’ , 0X.K05 00,470 I9X..174 520,145 (327,070) 1.228,070 52,524 8,6441,501

2004 X.IKIX.IOI 11.220.150 71.4“ * (1.212,055) 1.531,1X1 11.77*;, lhll.220 104,274 284,404 500.004 (284,51(1) 677.11*7 52.574 8,4 18.481

2005 H.44K.4KI II.KOX.I73 71 i f . (3,440,001) I.57.7.K 14 10 775; 20.1.700 107.111 370,877 017,251 (246,374) 705,018 52.524 8.01*0,500
201V. X.0o0,56d 12,501.077 71 2 ' . (.1,011,407) 1.010,1(15 21.777; 352.470 110,201 402.740 000.522 (200.7X21 745.485 57,524 0,551,707

2<K)7 0,551.707 11.20K.K02 71 (3,747,005) l,0(‘0.42.l 20 77*. 44d.IOI 111,4X3 550,585 726..137 (166,752) 701,570 126,481 10,303,105
2008 10,303,105 14,015,423 73 5’ * (1.712.117) 1,715,550 2K(MI*p 4X0,177 110,820 507,200 788,427 (101,221) 842,1 IX (1 10,054,001
20(l*> I0.054.IKI3 14,730, x l 74 i » ; (3,7X2,KKO) 1,700.200 2X4.1*; 502,343 1211,270 022,022 854,570 (231,018) 804,117 0 11,616,102

2010 11,010,102 15,450.737 75. i d (3.K43.S45) I.HIK.072 2K.30*. 515,700 123,852 010,018 022,020 (283,302) 010,650 1) 12,270.540
2011 12,270.540 IO.IKO.553 75.0-i (3,001,1)13) I.X72.304 2X 00*. 5.10.712 127.508 001,220 002,404 (328,2741 000,521 I) 12,050,787

2012 I2.050.7K7 I0.K0 7.004 7007. (3,047,207) 1,028,170 28.07% 55K.7.10 131,310 000.040 1.001,407 (373,418) 1,053,015 II 13,630,374

21113 13,030,174 17,012,II2K 77.4*,, (1.0K 1.054) 1,0x5,030 20.10*. 5X1,013 135,242 717,155 1.135,658 (418,503) 1,107,243 0 14,310.114

2014 14,310,1 I I IK.121,3X1 7K 2’ -, (4.1X12,270) 2,015,810 20 00*. 005.04S 130,120 74 1,007 1,210,881 (405.014) 1,162,108 II 15,015,307

21115 15 II I S. 1117 10.0’ l . l lK 7 X 0 ' , (4.IMIX.0I I ) 2. l l» ,ViO 2000". 0.12,054 143,048 770.102 1,284,080 (5IIX,3xl) 1,717,702 0 15.724.710

2010 15,724,710 10,715,040 70.X’ ; (*Oo|,2’ ll| 2.173.021 30 34’ . 05*1,581 148.044 807,077 1,351,406 (545.870) 1,274,772 II 16.453.010

2017 10,453,010 20,405, OJ4 mi o’ . ( ,052,1101 2.211,111 10 07*. 0X7,404 152,031 840,037 1,421,065 (5X1,028) 1.333.410 II 17.21)3,110

20 IK 17.205.1 10 3l.OOK.2X7 XI 5*. (3.X03.I77) 2,112.521 ll.iio*; m . 2 2 < » 157,4X3 875,702 l.40|,55l (015,840) 1.304.018 II 17,0X3,270

.ViO 17,0X1,270 21,701,202 | j  5 , (1.X07.02.1) 2.1X7.IK2 11 44*. 750,40.1 102,507 011,000 1,501.508 (648.448) 1,450,872 II 18.701,701

2020 IK,70|,"03 22,4Xo,4IIK K3 0*. (3.O04.7O5) 2,405,541 11 «.!■; 784,00.5 107,001 052,508 1.632,5X0 (670,000) 1,572.206 II 10,611,078

’ 021 10, (,13,07k 23.154,700 X4 7*3 (-l.55ll.K2l) 2,547,05.1 37 71*. X20.040 173.510 004.150 1,70.1,881 (700.725) 1.500,527 0 20,514,"SO

JII22 20,514,7KII 23.KKK.051 X5.0N (1.374,172) 2,015,107 32 Oil*. 850,173 170.451 1.(138,024 1.776.142 (737,518) 1,002.047 II 2I.4J0.100

2023 2I.430.JOO 24,50K,O2K 87 2 .. (1,150,010) 2,727,704 3.105*. 001,400 1X5,701 1.0X7,221 I.K47.0XO (750.8501 1,717.300 0 22,416,840

2024 22.410, X40 25.JI7, K20 KK 5*. (2,000.0X01 2.K25.0OI ,11.50". 040 481 102,410 1.138,010 1,015,020 (770,100) 1,817,176 0 23,458,1 15

2d?< 21.45M.115 20,011,040 00 2*. (2.557 014) 2.027,1 11 33 04*, 001,5)0 100.118 1.102,850 1.0X4,102 (701,440) 1,002,04 7 (1 74,500,116

2020 24.5(,0,1|0 20,7.15,720 01 0*. (2 100,410) .1.012,2*7 14 41". 1,011.864 200,404 1,250, !<K 2,018,012 (707.073) 1,001.005 (I 25,765.708

2027 25.705.70K 27,4 17,180 ■Mid*.; (1.0X1.( j j l ) 3,141.07- 14.5X". 1.080,100 213,007 1,300.010 2,110.811 (810,707) 2.002.226 II 27,017.1.10

202K 2 7,04 7.1 JO 2X,I70,70K or, ii*. (1,12.1,011) 3,254X17 34 77% 1.111.311 221.580 1.352,807 2,170,825 (817,028) 2.107.64') II 28,I.’6,K5X

Mercer Human Resource Consulting
f l V i l i t l l  ■••7001 Oct

31 Slate of Alaska Public Employees' Retirement System
as of June 30. 2003



1.5(a) A c tu a r ia l  P ro je c t io n s  -  P ro je c t io n s  at C a lc u la te d  R ate  (continued)

Valuation Results

Tahir  2

Slulr iif Alaiku PF.HS 
Financial I'rtijccllcm« (In IhniKamff)

l in n ln irn l  ltdurn B.25?', Annual I’upulalliin Incrrasr 1.00?;

V'a III -ai in  m .4 m u  11 ii 1 ■ a.aa tula- 1 _____________ -  | }  M,ml In Krrngnl/rd 111 111 n c) ; I t  iillinilli •
A i  nf Actuarial Accrued Funding Surplus Tidal F.inployrr Fnipln,rr F'.mplns rc 'I idat llrnrflt N i l Inirstnirnl A n d Actuarial

Jun r  JU A u d i l.ialiililji Kollo (Ddlcll ) Salaries (.Hi llalr Cnnlrllis (.’nntrllis Cnnlrllis Pajnirnti Cnnlrili* F a m in e (ialn A u d i

2003 7,087,281 10,501.053 72 8% (2,874,372) 1,460,783 6.77?. 98 894 99.470 198,374 526,345 (327,070) 1.2:8,670 52,524 8,040.504
2004 8,18*8,101 11,220,324 71,4% (3.212,224) 1,531,183 11.77% 180,220 104.274 284,404 569.007 (284.513) 672,307 52,524 8,448,470
2005 8.448,470 11,800,800 71.0% (3.451,417) 1,585.(816 16.77?; 264,800 107,030 373,745 617,365 (243,620) 706,051 52.524 8,06.1,414
2000 8,003,434 12.591,.008 71 2% (3.633,471) 1.644,087 31.77?; 148.048 112.(813 470.O42 660.830 (100,778) flu,Oil) 52,424 0,562,101

2007 9,502,101 13.300,014 71.8% (3,740,8*4) 1.700,759 20.77% 450,800 116.230 57.1.130 726,021 (151.701) 702,972 120,481 10,327,852
2008 10,327.852 I4.0J3.243 73.6?; (3.705,302) 1.772,(8,5 27 74?; 40|,r.ll 120,678 612,318 780.363 ( 177,044) 844.745 0 10,005.551
2009 10,005,551 14,705,321 74 5% (3,700.770) 1,840,407 27 oo?; 515,183 125,332 040 415 855,776 (215,761) 1 •8,25.3 II 1 1.078,544

2010 11,078,544 15,502,404 75.3*. (3,823,950) 1,912,174 27.73?'. 530,251 130,210 600.470 024,447 (263,976) 052.501 (I 12,167,140

2011 12.307,159 16,242,023 70.1% (3.874,804) 1,980.893 27 84% 553,153 135,307 088,460 994,40.3 (.305,94.3) 1,(8)7,070 (1 13.068,886

2012 1.3,008,880 16.083,302 77.0% (3,914,470) 2,(8.5.722 27 96% 577.40., 140,676 718,172 1,065,814 (347.0)21 1.(81).843 I) 11.785.087
2013 13.785,087 17,727.409 77.8*', (3.942,3221 7.148.151 28.08% 00.3.194 146,28') 740,483 1.1.38.456 (388,072) 1 121.224 II 14,517,340

2014 14,517,340 18.473.003 78 6% (3.956.563) 1,234.022 28.20% 030,281 152.108 782.480 1,214,285 (431,805) 1.170,869 (1 I5,26l ,403

2015 15,205,403 19,221.001 79.4% (3,955,658 2.327.506 28.39% 060,814 158.409 819,323 1,288,878 (460,451) 1,240.(12? II 16,035,875
2010 10,035,875 19,067.078 80.3% (3.932.102) 2.423.538 28.51% 601.483 165.043 856,526 1.348.006 (502.170) 1,302,245 II I6 ,8 )5 u 4|

2017 10 835.051 20,722,487 81.2% (3,886,517) 2.524,705 28 67?i 723,779 171.012 805,712 1.428.434 (532,72?) 1.360,001 0 17.070.220
2018 17,070,220 21,400,710 82.2% (3,820,400) 2,632,258 28.84?; 7*0,267 170 257 018,524 1,400,578 (501,051) 1.434,040 0 I8.443.KI6
2010 18,543.810 22.272,1 17 83.3". (3.728.301) 2.745.082 29 01% 706.577 187,(8(1 083,578 1,571.428 (587,8111 l.*05.(,|(i 0 19,461,582

2020 10,401,582 23.000.80l 84 4% (3.608,710) 2.8(,d.200 29.17% 836,231 105.105 1.0.11,426 1,644.832 (013,lo?) 1,580,278 1) .'0.428,151

2021 20.428,454 23,880.053 85 5% (3,457,500) 2.003,7.13 29 34% 878,335 203.873 1,082,208 1,718.075 ((.36,707) I.640.II8I II 21,450,768

2022 2l.450,7(i8 24.725,092 86.8% (3.274,324) 3,120,150 20.50?. 923,255 213.005 1.130.350 1,704,769 (058,410) 1,742 4?0 (1 22.5(4.878

2023 22.534,878 25,588.380 88 .1% (3,053.51 1) 3,273,5 12 29 70% 072,337 222,028 1.195,265 l,860,87H (074.013) 1,831.10' II 2J.eH.565
2074 23.001.505 26,480,70.8 80.5?'. (2.780.210) 3.426,878 29.90?. 1.024,757 233.370 1.258.127 1,012.712 (684.585) 1.026.31 I) 24,9.11,295

2025 24,033,705 27.304,620 91.1?; (2.431.331) 3,587,108 30 ||% 1,080,240 244,302 1.324,548 2,018.010 (003,462) 2 028,302 II 26.268.225
2020 20,208,225 28,304,080 02 8% (2,035.855) 3,745,410 30 34% 1.130.370 254,745 1,305,12 3 2.087,840 <697;724) 2,118.444 II 27,714.054

2027 27.714.054 20.252,224 94.7% (1,538,170) 3.031.345 30 2 ?% 1.180.073 267.725 1,447,607 2.157.108 (600.701) 2.247,547 II 20.171.0(10

2028 20,271,9(8) 30,230,163 00 8% (On 1,11,1) 4,115,495 30.72% 1,243 681 280,265 1,523,040 2,224,881 (7(81.031) 2.386(118 0 llj.956.US7

Mercer Human Resource Consulting 32 Stale ol Alaska Pul’lic rniployccs’ Rntironionl Syslom
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1 .5(a) A c tu a ria l  P ro je c tio n s  -  P ro jec tio n s  at C a lc u la te d  R ate  (continued)

Valuation Results

Tahir .1

■Male nf Alatka I’KHS 
Financial Prnjcdluni (In llininanili)

Imnlnicnl Krlnrri K.25% Annual I'upulallim Incrcarr 2.110*.;

-  Valiiallun AniiiunM on July I  ..........  Flim Anmunli During Fnllniilni: 12 .llunlln ■   l(cc«i;nl/ril
Accrued 1 uniting Surplui Tnlal Finpliiyrr F.niplnyrr F.niplnyrr 'lolnl llrnrlll Ncl Invrilnirnt AJir l

l.lahlllly Kallu (DrOcll) Salaries Clli Kale Cunlrlln Cunlrlln Cunlrl ln Payment) Cunlrlln Faming) Cain

10.561,643 72 K- , (2.074.372) 1,4(41,703 6.77*; 90,005 09.479 190,374 526,315 (327.970) 1,220,670 52.524

11,2211,4V] 7 1 .* ; (3,212,302) 1,5.11,103 I I . 77% 100,220 104,274 204.494 569.000 (204.515) 672,366 52,524

11.001,02] 7] OK (3.411,147) 1,507,160 II. 775; 267.045 100,767 376,617 617,470 (240,066) 706,165 52,524

12,001,07] 7I.2% (3,(.J5,574) 1.670,523 21.77",; 363,67.1 113,761 177,4.15 (.711,140 (192,705) 746,510 52.474

I3.]|'».342 71 ')•; 13,746,(.04) 1.74 7.005 26.77"; 467.911 110,012 506,943 727 414 (140,571) 794,300 126,401

14,051,420 7.1.7% (3,600 402) 1.010,261 27 49% 503.167 124.641 627.000 700.321 (162,513) 047.414 0

14,704,520 74 1.% (J ,756,(.73) 1,917,570 27 565. 570,567 110,507 650,154 057.024 (107,070) 902.460 0

15,546.654 75. S'S (1.001,215) 2.010.166 27.12% 545.200 136.906 602,113 026.044 (241,9.10) 950,600 0

If:,10| 070 76 4% (3,040600) 2,100.312 77 06*. 570,429 14 3,57)4 714,(010 006,410 (202,41 1) 1.016.060 II

17,072,554 77 3*. (3,001,697) 2,212,0 J7 26 99", 591.113 150,604 740/HI7 1,060,201 (320,276) 1,075,011 I)

17,040,044 70 r ; (3,003,020) 2.32J.516 26 94 % 626,0.11 150,233 704,266 1.141.461 (157,197) 1,135,779 II

|K fi75.0fi4 70 05; (3,010, X60) 2.4II..100 2400k. 656.670 166,250 022,936 1,217,069 (305,0.13) 1.100,451 (I

H i l l . 101 70 O’ ; (1,>(01,577) 2,560,150 26.92% 601,247 174,002 066.1.10 1.201.430 (427.3001 1.263.402 0

20.2J7.334 oo.o*; (3,071617) 2,701,306 26 093; 726,520 103 064 010.404 1..164.374 (453.0001 I.3JI.204 0

21,10.2,750 oi <p; IJ,02I,647I 2.041.237 26.07*. 763,066 19.1,671 047.490 1.415,510 (4.0,027) 1,402,673 II

21.015.010 o ’ o’ . (J.74-,254) 2.005,166 26 075; 004,600 201,071 1,(0(0,661 1,500,392 (400,7.111 1.470.061 II

22 705,100 04 (f 0,651,102) J ,157,220 2d 00% 040,141) 215,007 1.061,140 1,402,151 (510,201) 1.557,070 (I

23,700,154 03 1", (.1,525, >01) 3,330,110 26 06*; 094,561 226.703 1,121.147 1,640 145 (536,090) 1.642.9 U O

24,1.50,05J Ol- ) | . (1,160,261) 1 514,702 2 6 « 0 % 94 1,130 239,357 1,103.407 1.7.14.674 (552,107) 1,711,517 II

25.051,261 07 6% (3,101.114) 1,712.111 26 06*. 007,251 252,000 1,250.050 1,015 411 (565,351) 1,030,467 0

20, (.01,250 00 0*. (2,955.90% 102!. 132 26>HI5. 1.055,510 267,213 1.327 771 1.094,206 (472.4H) 1.934,546 0

27.705.207 Oil 1% (2,607,014) 4,150/414 26 04* 1.110,141 203 656 1 400,700 l.071,56« (572.771) 2,016,007 0

20.003,212 02 o*; (2,121,70.1) ■I.>'01,146 20 07 % 1.104.110 29X.069 1,401,(170 2,055,641 1572,572) 2,160*31 II

1(11107.020 01 f.c. (1.010.561) 4,641,513 27 III". 1,255.465 316 221 1,571,609 2,132,246 (5 (>0.5671 2.3(0)601 (1

31 110,227 0.5 53, (1 410,6341 4.011,302 26 02*. 1.317.100 3(4,47.1 l.04| >51 2,200,241 (447,107) 2.414.104 (I

12.017,f t * 07 5‘ . (022.0721 5.194,050 26 04% 1,10.1,000 35J.777 1,737,577 2,204,020 (447.1%) 2,6(01474 II

Morcor Human Rnsourre Consulting
0
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1 .5 (b ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C u r re n t R a te  

Key A ssu m p tio n s

■ A ll assumptions and methods are the same as Section 1.5(a). except

-  Adopted contribution rale is maintained al the FY05 level for all future years

O bservations

■ System funding deteriorates under all three population scenarios

■ Actuaria lly  calculated rales escalate under all population scenarios

■ Assuming 1% population growth, actuarially calculated rates increase to more than 75%. 
while  the funding ratio decreases to 20% by the end o f  the projection period.

Valuation Results

Meictr Human RcLuurrn Con.ii/lling
g 3  ■ k ,

34 Slalo ol Alaska Puhli Employers’ Reluemenl Syslem
its ol June 30, 2003



Valuation Results

1 .5 (b ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C u r re n t  R a te  (con tin ue d )  

C o n tr ib u tio n  R a te
40%
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30%

o 25% 
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Fiscal Year Ending

■  Population Increase 2% □  Population Increase 1% □  Population Increase 0%
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Valuation Results

1 .5 (b ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C u r re n t  R a te  (con tin ue d )  

F u n d in g  R a tio
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□  Population Increase 1%
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1 .5 (b ) A c tu a ria l  P ro jec tio n s  -  P ro jec tio n s  at C u rre n t  R ate  (continued)

Valuation Results

Table 4

Stale nfAlatkn I’ F.JtS 
I lnsinclal Projections (In tliuinands)

In m lnirnt  Return K.25% Annual Population Increase l.t)(l%

- -  Valuation Amounts on July I - - - * - - -  —  . . . . . . . . . . ----------------------M om Amounts During I'olloMlng 12 Months ............................................ Recognized Ending
As of Actuarial Accrued runtlln)! Surplus* Total Fmploycr Fuiplnyer Fnipluyer Total Rcncd! Ncl Investment Asset Actuarial

June .111 Assets 1.lability Kalin (Deficit) Salaries Clip Kale Cunlrlln Cnillrlhs Cuntrllis Payments Cuntrllis Famines Cain Assets

21)0} 7,0117,2111 10,501,053 72.811 (2,874,372) 1,400,783 0.77% 08,805 00,170 108,374 526,345 (327,970) 1,228,670 52.524 8,640,504
2004 8,008.1111 11,220.324 71.4% (3,212.224) 1,531.183 11.77% 180,220 104,274 284,404 560.007 (284,513) 672.367 52,524 8,448,4/0
2005 8,448,479 11,800,800 71.0% (3,451,417) 1,585,000 11.77"! 180,555 107,030 204,404 017,305 1322,870) 702.782 52,524 8.880,015
2000 080.9 1 J 12,500,005 70.5% (.1,715,000) 1,644.0X7 11.77% 103,580 112,00.1 305,583 660.8.10 (364,247) 7.12,418 52,524 9,301,610
2007 0,101.010 13,300,014 00.0% (4.007.434) 1,706,750 11.77% 200,880 110,230 317,116 726,021 (400,805) 760,01.1 120,481 0,770,100
2008 0,770,100 14,033,243 00.7% (4,254,044) 1,772,005 11.77"! 208,572 120,678 320,250 780,363 (460,113) 787,80l II 10,100,890
2000 10,106.891) 14,705,321 08.5% (4.058,431) 1,840,407 11.77% 210,610 125,332 311,048 855,770 (513,828) 812,023 0 10,405,685
2010 10,405,085 15,502,404 07.1"'. (5.11*10,800) 1,012,174 II .  77% 225,001 130,210 355,282 024,447 (560,165) 8.14,001 0 10,071,511
2011 10,071,511 10,242,021 05.7% (5,570,511) 1.080,801 11.77% 233,857 135,307 360,165 004.403 (625.2H) 851,00*) 0 10.000,881
2012 10,000,RSI 10.083,302 04.2% (0,052.4X1) 2 005.722 11.77% 243,135 140,070 38.1,811 t.005,814 (682,002) 871,190 I) 11,000,060

2013 II ,000,000 17,727.400 02.0% (6,037,340) 2,148,151 11.77% 252.837 146,280 300,120 1,138,450 (730,320) 881,433 It II.2.15.I7J
2014 1 1.235,173 18,47.1,*811 00 X% (7,23S,710) 2,234,022 11 77% 201,050 152,108 415,240 1,214,285 . 09,0.17) 803,042 0 11,330,078

2015 11,330,078 10,221.001 58.0% (7,800.082) 2,327,500 11.77% 273.058 158,500 432,467 1,288,878 (856,410) 800,405 (I 11,373,073
2010 11,373 073 IO.oo7.07X 57.0% (8,504,005) 2,423.538 11.77*1 285,250 165,013 450,203 1,358,000 (008,403) 900,807 0 11.305,477
2017 11,305,477 20,722,487 54 8% (0.357.011) 2.524,705 11.77% 207.158 171,032 460,000 1,428,414 (950,143) 898,079 0 11.304,21?
2018 11,304,212 21.400.710 52 0% (10,180.4081 2,032.258 11.77% 300.817 170.257 480,073 1,400,578 (1.010,504) 800,914 0 i t . i x i .o :
2010 ll.IK4.022 22,272,1 17 50.2% (11,087,405) 2,745,082 11.77*. 323,202 187,18)1 510,204 1,571.428 (1.001,224) 878,956 (I 11.002,.1.63
2020 ll.W2.353 2.1,(8,0,801 17.7% (12,007,447) 2,806,200 11.77% 337,301 105.105 532,558 1,644,832 (1.1 12.274) 861,813 0 10,751.80.1

2021 10,751.803 23,880,051 45.o’ l (13,134,100) 2,003,73.1 11.77" 352.302 20.1,87J 550,236 1,718,075 (1,102,740) 830,068 0 10,428,221
2022 10,428,221 24.725,002 42 2% (14.200,870) 3.120,150 I I  77% 308,301 21.3.005 581,300 1,704,760 (1,213,373) 810.277 0 10.025,126

2023 10,025,125 25.588,180 .10.2" 1 (15.563,204) 3,273,542 11 77% 385,200 222,028 608,224 1,8 10,878 (1.261,054) 775,030 0 0.538.501
2024 0,538.501 70,180.705 30 0 % (10,042.2011 3,420.878 II  77*. 40.1,344 233,310 036,714 1.042.712 (1,305,908) 7.13.054 0 8,005,556

2025 8.005,550 27.10l.020 32 8*1 (18,3*10.000) 3,587,308 11 77’ , 422,2.17 244,302 060,53*1 2,018.010 (1,351,471) nX.l.oio 0 8,297,995

2020 8,207,005 78,104,050 20.3% (20.(810,085) 3,755,430 11.77% 412 015 285 74* 0*17,760 2.087.840 (1,300,080) 027.741 0 7.535,140
2027 7.535,140 20,252,224 25 8% (21,717,075) 3.031.115 11.77% 402.710 207,725 730,441 2,157,308 (1,426,954) 502.788 0 0,670,981
70?» 0,070,083 10.2.10,303 22 1% (23.505,180) 4.115,405 11.77’ . 481,304 280.265 704,050 2,224,881 (1,460.222) 400.122 0 5.7IKI.KX4

Mercor Human Rnsourcc Consulting 37 Slate of Alaska Public Employees' Retirement System
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March 19. 2004

State o f  Alaska 
Teachers' Retirement Board 
Department o f  Administration 
Division o f  Retirement & Benefits 
P.O. Box 110203 
Juneau. AK 99811-0203

Dear Members o f  the Board:

Actuarial Certification

The annual actuarial vah tion required for the State o f  Alaska Teachers' Retirement System has 
been prepared as o f  June >0 2003 by Mercer 1 luman Resource Consulting. The purposes of the 
report include:

( 1) a review o f  experience under the Plan for the year ended June 30.2003;

(2) a determination o f  the appropriate contribution rate for all employers in the System
which will be applied for the liscal year ending June 30, 2006; and

(3 ) the provision o f  reporting and disclosure information for financial statements,
governmental agencies, and other interested parlies.

The following schedules that we have prepared are included in this report:

( 1) Summary o f  actuarial assumptions and methods (Section 2.3)

(2) Schedule o f  active member valuation data (Section 2.2(c))

(3) Schedule o f  benefit recipients added to and removed from rolls (Section 2.2(i))

(4) Solvency lest (Section 3.3)

(5) Analysis o f  financial experience (Section 3.1)

In preparing this valuation, we have employed generally accepted actuarial methods and 
assumptions, in conjunction with employee data provided to us by the Division o f  Retirement 
and Benefits and financial information provided by the audited report from KPMG LLP. to 
determine a sound value for the System liability. I his data has not been audited, but it has been 
reviewed and found to be consistent, both internally anil with prior years' data. The actuarial 
assumption' are based on the results o f  an experience study presented to the Board in October 
2000 and adopted in December 2000. Actuarial methods, medical cost trend, and assumed 
blended medical premiums were reviewed and revised in January 2003.



Teacher's Retirement Board 
March 19,2004 
Page 2

The contribution requirements are determined as a percentage o f  payroll, and reflect the cost of 
benefits accruing in FY04 and a fixed 25-vear amortization as a level percentage o f  pay o f  the 
initial unfunded accrued liability and subsequent gains/losses. The amortization period is set by 
the Board. Contribution levels arc recommended by the Actuary and adopted by the Board each 
year. The ratio o f  assets to liabilities decreased from 68.2% to 64.3% during the year primarily 
due to lower than expected equity market returns. Over the years, progress has been made 
toward achieving llic funding objectives o f  the System.

A summary o f  the actuarial assumptions and methods is presented in Section 2.3 o f  this report. 
The assumptions, when applied in combination, fairly represent past and anticipated future 
experience o f  the System.

Future contribution requirements may differ from those determined in the valuation because of:

(1) differences between actual experience and anticipated experience based on the 
assumption''-;

(2) changes in actuarial assumptions or methods:

(3) changes in statutory provisions; or

(4) differences between the contribution rales determined by the valuation and those 
adopted by the Board

The undersigned are members o f  the American Academy o f  Actuaries and the Society o f  
Actuaries ana arc fully qualified to provide actuarial services to the Slale o f  Alaska.

We believe that the assumptions and methods used for funding purposes and for the disclosures 
presented in this report satisfy the parameter requirements set forth in the Government 
Accounting Standards Board (GASH) Statement Nos. 25 and 27.

We believe that this report conforms with the requirements o f  the Alaska statutes, and where 
applicable, other federal and accounting laws, regulations and rules, as well as generally 
accepted actuarial principles and practices.

Sincerely,

Marcia I,. Chapman. FSA, FA, MAAARobert M. Reynolds. ASA. MAAA

MAGH RU/CMB/RMI-t/jld •'inp



R e p o r t  H ig h lig h ts

This report has been prepared by Mercer Human Resource Consulting for the State o f  Alaska 
Teachers’ Retirement System to:

(1) Present the results o f  a valuation of the Alaska Teachers’ Retirement System as o f  
June 30, 2003;

(2) Review experience under the plan for the year ended June 30, 2003;

(3) Determine the appropriate contribution rate for each employer in the System; and

(4) Provide reporting and disclosure information for financial statements, governmental 
agencies, and other interested parties.

The report is divided into three sections. Section 1 contains the results o f  the valuation. It 
includes the experience o f  the plan during the 2003 Fiscal Year, the current annual costs, and 
reporting and disclosure information.

Section 2 describes the basis o f  the valuation. 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 and 
unfunded liabilities.

The principal results are as follows:

Funding Status as  of June  30 2002 2003

(a) Valuation assets'

(b) Accrued liability'

i) Non-medical bencl'fis

ii) total benelits (including medical)

(c) Funding Ratio, (a) •> (b)

i) Mon-mcdical benefits

ii) Total benelits (including medical)

S 3.689,036 S 3.752,285

3,959,958

5,411,642

93.2%

68.2%

4,190,970

5,835,609

89.5%

64,3%

1 In thousands.

Mercer Human Kesuurco Consuming 1 Stale ol Alaska Teachers' Retirement System
0 05 of June 30,2003



R e p o rt H ig h lig h ts  (con tin u e d )  

T R S  F u n d in g  R a tio  H is to ry
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Mercer Human Resource Consulting 
0

2 Slate of Alaska Teachers’ Rolircmenl System
as of Juno 30,2003



R e p o r t  H ig h lig h ts  (con tin u e d )

Employer Contribution Rates for Fiscal Year: 2005

(a) Normal Cost Rate 14.76%

(b) Past Service Rate 20.81%

(c) Total Employer Contribution Rate (a) + (b) 35.57%

(d) TRS Board Adopted Employer Contribution Rate 16.00%

2006
14.28%

24.57%

38.85%
21 .00%

Morccr Human Resource Consulting
Q *r«-» « ! • • • • *  doc

3 Slato of Alaska Teachers' Retirement System
as of June 30. 2003



Valuation Results

Tlie actuarial value o f  assets was set equal to the market value at June 30. 2002. Future 
investment gains and losses will be recognized 20% per year over 5 years. In no event may
valuation assets be less than 80% or more than 120% o f  market value as o f  the current valuation
date.

(1) Deferral o f  Investment Return for FY03

(a) Market Value, June 30 ,2002  S 3,689,036

(b) Contributions for FY03 118,645

- W eighted fo r  tim ing  59,323

(c) Benefit Payments for FY03 314,256

- W eighted f o r  tim ing  157,128

(d) Investment Return (net o f  expenses) 109,194

(e) Expected Return Rate (net o f  expenses) 8.25%

(0  Expected Return-weighted for Timing, f(a. + h. - c . ) x e . J  296,277

(g) Investment Gain (Loss) for the Year (d. -  f )  (187,083)

(h) Deferral Percentage 80%

(i) Deferred Investment Return*, (g x h.) S (149,666)

(2) Actuarial Value, June 30, 2003

(a) Market Value, June 30.2003 $ 3,602,619

(b) 2003 Deferred Investment Return (149,666)

(c) Preliminary Actuarial Value. June 30, 2003 (it. - h.) 5 3,752,285

(d) Upper Limit: 120% of  Market Value, June 30, 2003 4,323,143

(c) Lower Limit: 80% o f  Market Value. June 30. 2003 2,882,095

(I) Actuarial Value, June 30. 200). <c. lim ited  hv d. a n d e  ) 5 3,752,285

1.1(c) A c tu a r ia l  V a lu e  o f  A s s e ts

* l ih  itib lc hcliM .\im \r.\ lite ucvclupnh i i l  v fjp /in  i i o s s )  In in  m  n e / i / in /m  ilu ‘ l u i u  i i i  yew

Plan Yoar Endod
Galn/(Loss) Rocognlzod 

Assol Galn/(Loss) In Prior Yoars
Galn/(Loss) 

Rocognlzod This Yoar
Galn/(Loss) Dolorrud lo 

Futuro Yoars
0/30/2003 S(1B7.0n3) SO S (37.417) S (149.606)

Total $(187,083) $0 $(37,417) $(149,666)

Mercer Hi rum- Resource Consulting
|«tVt

11 Stole ol Alar.Ka Teachers' Retirement System
as ol June 3G. 2003



Valuation Results

O bservations

■ Calculated rales increase under all population scenarios

■ Calculated rales begin to decline towards end o f  the projection period under the l%  and 2%
scenarios

■ Calculated rates increase to 42% even under the 2% population increase scenario

■ Factors contribution to the projected rate increases are:

-  Contributions are less than the actuarially calculated rale for the first 2 years o f  the 
projection

-  After the first 2 years, there is still a 2-year lag before calculated rates actually enter the 
System

- New entrants enter the System at lower pay level:; than the exiting members they are 
replacing, diluting the pay-off o f  unfunded liabilities. Because new entrants also add 
additional liability, each new entrant generates a loss.

• Funding ratios are at least % %  by the end o f  the 25-year period, under all 3 population 
scenarios

1.5(a) A c tu a r ia l  P ro je c tio n s  -  P ro jec tio n s  at C a lc u la te d  R ate  (continued)

fflerar Hum in Rc'-ouree Consulting
I  m i  *%««•*« i —

4-3 Stoic o< Ai.uk i Ipoctx'ft' Neli'omont S ltom  
on ol June 30. 3003



1 .5 (a ) A c tu a r ia l P ro je c t io n s  -  P ro je c tio n s  a t C a lc u la te d  R a te  (co n tin u e d )  

P ro je c te d  C o n tr ib u tio n  R a te s

Valuation Results

2004 2008 2012

I Population Increase 2%

2010

Fiscal Year Ending 

□  Population Increase 1%

2020 2024 2028

□  Population Increase 0%

Mercer Human Resource Consultin'!
g t M i  J  H jW J l N

S ta in  o t A la s k a  T e a c h e rs ' R o lira in a n t S /S to n i
as of Junn 30,2003



1 .5 (a ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C a lc u la te d  R a te  (con tin ue d )  

P ro je c te d  F u n d in g  R a tio s

Valuation Results

105%

100%

95%

90%

0
™ 85%
u
O)

1  80%

75%

70%

65%

G0% I . . ■ ■ m l
2003 2008 2013 2018

□

2023

As of Juno 30

■  Population Incrcnso 0% □  Population Increase 1% □  Population Incronsu 2%

2028

Morcer Human Posourrn Consullinij 25 Slfllo ot Alnsk.i Tonchois’ PoWincnt System 
•is of Juno 30,2003



1.5(a) A c tu a r ia l  P ro je c tio n s  -  P ro je c t io n s  at C a lc u la te d  R ate  (continued)

Valuation Results

Talilc I

M a l r  uf Ala«ku 1 US 

financial I'riijcctiun* (In (hoiitanil*)

Im m i n e n t  Return 8 .2 5" -  Annual I’lipiilalinii Inc ic air  0.(111* >

A* uf

..................V i

Actuarial

luallun Am u 

Accrur il 1 j|i|iln)CT l.n ipluyrr  hmpln yrc

hi; 12 Mnnlli* -
ll incdl Net I n i c ' l m i n l

Krcnipii/rtl

A**cl

J imr.10 A n d * l.lalilllly f i l l  Kale (. 'nnlrl ln ( onlrili* * I’ayninil* f  unlrili* rarninc* C.'aln

M l .1,752,2X5 S, 815.000 12.(4111* 0.1,010 40,280 3*0.044 (240,717) *01,08? 2.1,*2)

21101 1,827.1*1 O.ORO,R75 10 0 0 % XX,081 48,328 378,110 (241.001) 310.752 21 52.1

2(H)* 3.021.125 0.114.700 18 8**; 221.058 40.444 400.708 1110 20*1 327.011 23,521

2000 •(.Ml, 471 0,570,052 30.00* , 22*.521 50,174 424,000 (148.104) 312,518 2.1.523

2007 •1,5*0.110 0,821,02.1 40.707. 240,470 51,272 448,025 11*0.273) 3*8,200 00,0 (0

2008 •1021,001 7,004,811 •II.*0*, 250,301 52.4.11 47.1,335 (170*11) 371.281 I)

2000 •1,825.764 7,303.444 42 (105 , 2*0.800 5.1.084 400.78.1 (180.240) 300,443 0

2010 5,020,00K 7,537.007 4? 17% 207 011 55.015 528,128 (200,010) 1(10,47.1 (I

r o i i 5.230,101 7,703,535 42 85% 278,418 *0,401 555.02-. (220,7421 4 22.I02 (1

2012 5,132.051 7,082.800 4.1 35*. 288.88* 57.014 *82,374 (2.15.575) 418,427 I) ■»

2011 5.014,002 8,100 41* •14 0 8 % 1(11,01(1 *0.450 007.0.14 (240,*4*) 1*4,700 (1

20 hi 5,843,067 8,405,450 4 1 8 4 % .115,100 01,081 032.158 (2*5,000) •171.407 0

2015 0.058.055 8,011,18 7 45.00% 310.102 02.84(1 056.180 (203.178) 488 083 0

2010 0,281,400 X 51 4.810 10 *0 % 1I0..1I7 04,724 078,108 (207.1*8) *07.4 18 (I

2017 0,524.7*0 0.010.852 47 1?7. 1( .l?0 7 00.718 000.1.47 (200,00?) 52 7,108 0

20IK 0,782,250 0,220,300 48 12% .181.117 08 812 722.4(2 (272.474) *48.207 I)

2n|o 7(158,080 0,42.1.4?'i 4s 8.1*; .100,10/ 71 O i l 744.802 (274.JOI) 5/0,005 II

202(1 7,354,48.1 0,020.807 40 4**, 417,514 73.17* 704,505 (273,070) *05 45.1 (I

2021 7,070,210 0,815,220 *0 0 0 - , 4.17,470 75,000 7X2.501 (200,212) 022.181 0

2022 8.020,20? 10,0*1.071 *0 8 77. 400,400 78 0*2 802,007 (202.R0.5i 0*1.505 II

202.1 8,417.872 IO.275.8oo *1 07", -IK 5.01 1 81,570 821,010 (2*0.415) 08.1,800 Ii

202 1 8.S4* 111 10 *00,5,71 52 25*. *00.007 8 I f ' I I 818 1,88 (244.021) 710,017 I)

202* 0..120 040 I0.005.1I4 5? 78*. <14.102 87,011 857,107 (215,152) 750.1 On II

20’ ii 0.841,802 lit.olo .201 1.118 *1 71*. <04.510 01.112 877,242 (221,170) xo.’ .uoo 0

2027 10 425,512 11,180 42* * l 0 5 % *o. 00? 01.872 8 0 7 .0 0 l?|6.007| R5I.I57 (I

2028 11,080,702 II  4 0.4*1 51 82 % 010,24? " h.VVI 010.740 (207,00.*) 0(11.8*2 II

Mt.ocnr Hi n,.in Rosoutt e Consulting
9
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ns o’ Juno 30,?003



1 .5(a) A c tu a r ia l  P ro je c t io n s  -  P ro je c tio n s  at C a lc u la te d  R ate  (continued)

Valuation Results

Inlilc 2

Slalc nf Ala ika T K S  

I liiiiiulnl I ' rnjcclinni  (In llinmamlc)

Im e i lm r n t  K rturn 8 .2 5 %  Annunl Population I n m a t e  1.1111%

A t  of

. . . . . . .  vn
Actuarial

liintiun A  inn 

Accrued

i n l t o n  .In 

I'linillni:
ly 1 ............

Suri il m " Kui|ilii>cr Kniplnycr fiii|ilincc
<C12 Munfli* - 

llcncfit Net Invrstru-nt
Krcfli:nl/cil

A n t i
Kmlinu

Actuarial
June 30 A n t l i l.laliilliy Katlu (Deficit) C l l i  Kulc C.unlrlln Cnli lt ll it n I’ayinenli Cu li lr lln la rnln|;t (lain A MCI*

1,757,285 5,X!5,OI)0 64.1% (2,0X1,124) 17 00'/. 61,916 46,2X6 150.044 (240,74?) 591,982 2.1,57.1 4,127,048

3.H22.35I 0,0X0,021 62.8% (2.267,570) 16 00% SX.9XI 4X.12S 37X.3IO (241.001) 116,252 23,521 .H B  1.125
3,071.125 0 .115.X70 6I.9J* (2,4|4,71o| 18.85% 227.76X 40.X26 •100.744 (128,149) 327.115 23,523 4,141,614

2000 4.14.1.014 o.sxi.m 02 0 % (2,410,407) 10.22% 2.10,0X0 50.970 424,19.1 (141,114) .142.912 23,52.1 4,166,914

•1.100.014 0.x 10.100 01 it' , . (2.461,454) 40.75% 746,356 52,541 448,2.11 (149,1.14) 359,138 60,9.19 4.6)7.658

•I,637,658 7.077.X75 05.5% (2,440,2 IX) 41.29% 7X7.590 54,217 473,672 (161,870) .175,910 0 4,851,718

4.851,718 7,124.422 66.2% (2 477.704) 41 65 % 26X.469 56 020 500,274 (175,785) 193,016 0 5.068.048

2010 5,OOX.U4X 7.500,1 IX 67 .0 ' . (2,500.160) •11 51 % 277,0X7 57,'IXO 52X.795 (191,728) 410.197 0 5,285,417

5.2X5.417 7,SOS,090 67.7% (2,52.1,272) 41 9 8 % 290,177 60,06X 556,4X.l (206,238) 427,540 (I 5. 06,719
5.500.710 X,045.100 6X 4 % (2.518,071) 47.24% 102.511 62.213 5X3.454 (218.690) 415,28.1 (I 5/31.112

'01 1 5.713 (12 X,2X0,170 60 2 % (2,547.05X1 47 7 5 % 317.570 64,549 609,070 (226,9511 461,637 0 5,
i.oOO.OOX X,5I5..155 70 1% (7.545.157) 41 25% 133,4X4 67,003 634.054 (233,567) •I 8 2,81)0 0 6.: 19.321

0,210,121 X,757.140 71.1% (2.531/128) 41 70% .150,094 69,054 65X.670 (2.18.021) 50.1.276 0 6, 'X 1,576

6.4X4.S-6 X.007.207 72 1% (2,507,631) 44 12"- 160,779 72,500 6X1,418 (2.19.160) 525,1 12 I) 6, 70.52S
0.770.52K 0.216.8X5 71.1% (2.466.157) 44 X l % 1X9.665 75.520 701.X44 (23K.0S 1) 5 *8,724 <1 7/ 8(1,602

20IS 7,0X0.002 0,4X0 7,u, 74 6 % (7.100.144) 45 i0 % •110,540 7X.755 727.817 (2.1X.54?) 574,3)0 I) 7.-16.160

7,410,100 0,740,411 7r, I";, (2,111.062) •IS OK* 4.11,X l l  X2.I59 751,588 (217,596) 602,050 (I 7/ 8I),H21

7.7XO.X21 10,017,405 77.7% (2,2.16,671) 45 0 6 % 451,621 X5.769 772,091 (211/4)0) 612.2X2 I) 8.179,504

2021 X. 170,505 10,200,402 7 0 4 % (7,110,0X71 1 46.25% 477.220 K'1,666 792 S56 (22 5,061) 665,4X8 0 h,< 10 012

X.010,012 10.500,100 HI 1 % (I.OX0.26X) 1 46 r,x% 504,295 0.1.XX0 814,477 (216,202) 702,148 0 9.1 14,XXX

o,| 04,XXX 10 017,417 XI.4*. (1 ,XI 2.549) 1 47 OX' , 511,061 OX, 1X1 K1X.0S1 (206.609) 742.631 0 ') t 1(1,009

0,010.0(10 11.751,500 XX.7% (1,612,6X1) 1 4 7 1 2 % 56l,7X.l 101.160 856,624 (191.671) 787,460 (1 I I ) , 16,707

in.710.707 ll.S5X.X4X XX 6 % t l . 1 2 .M - U l  1 47 49* 591,297 IIIX.IXX 879,275 (170,701) 817.112 0 10/04.028

I0.804.02X 11,027,070 in .2% (1,013,01X) | 4 k i i | % 626.X1I 111,451 001.422 (161.I2X) 802.028 ll 11/72 978

202 7 ll.072.0ix 17,120,(151 04 1' (706,722) 1 47.71% 651,171 IIK.970 028,4X6 (156,144) 952.442 (1 12.419,076
I2,4|o,o7n 12,750,275 07 1% (l l l .2 4 .Xl  1 47 6 2 % 6X1.590 124.758 O'l.OXX (141,740) I.0IX.S09 0 l >  11,8X5

Meteor Human Resource Cnnrullnuj 21 Slalo nf Alaska Teachers' Knliromcnl System
as of June 0.?003



1.5(a) A c tu a ria l P ro je c tio n s  -  P ro je c tio n s  at C a lc u la te d  R ate  (continued)

Valuation Results

Talile

S la l e  n f  A la sk a  I IIS 
f i n a n c i a l  I’r i i j c c l lo n t  (in  ll iu iisa iids)

I n v r t l i i i r n l  K e lu r n  X.25%  A n n u a l  Pupiil iil liin I n c r e a s e  2.0(1%

innunls D m  Iiu; nn 12 Miinllis - Ilccnipd/cil 1 .nclln e

As cf Actuarial Accrued I'undlnc Surplus* li n pln vc r  Kinplnyrr K.niployec llenrfil N r l Inscsliiii'iit Assrt Actuarial

June .10 A n r l t l.falillliy Kalin (Defied) rs C l l i  Kale Cuntrllis Cmitrllis is Pay men Is rnnlr ll is K amities (ialn Assets

3,752,2X5 5.835.609 (.1.3" n (2,0X1,324) 12 007 01.010 40.2X0 350,044 (210.742) 501,082 23,521 4 I27.0IR

.1.822.351 6,0K9,06X 02 X % (2.207,017) 10.00% 88,0X1 4R.32R 378.310 (241,(8)1) 316 252 23,571 3,021,125

3,021,125 0,310.001 01.0% (2.415.5.10) 38.85% 224,470 50,200 400.780 (126.092) .127,2181 2.1,523 4.145.755

4,145,755 0,5R5,400 (.I n . (2,410,740) 30.34% 234,40# 51,701 424,207 (1.18,040) 111,200 23,571 4,174,537

4,374,537 6,835.308 04 '.I* (2.400.R0I) 40.02% 251.005 53 ,810 448,441 (143 0 )1 ) 360,0.11 60,030 4,652,566

4,052,500 7.0R0.R24 65 7 % (2,414,35X) 40.00% 20.1.783 50.011 474,017 (154,100) J77.476 II 4,875,853

4,875.85.1 7.1.1R.S40 00.4% (2.402,003) 40.05% 275,405 58.440 500,780 (1 (.6,026) .105,172 II 5,101,200

2010 5,104,200 7,500,K00 07.2% (2,4X0,000) 40.55% 2 8 1.000 (.1,072 520,487 (181.455) 41.1,537 II 5,314,3X2
i (U  | 5.334.3S2 7,840,005 OX.O'i (2.505.714) 40.00% 200 104 03,800 557,3X4 (101,300) 412,072 I) 5.572.154

5,572,154 8,0X0.116 OS O’ (1 .510.0X21 40.00% .112,707 OO.R57 8X4,553 (104 KOO) 451,251 0 5,818,805

5,818.5(15 R.110 012 00 8" . (2,521,100) 4 0 X5 ' .120.141 70,1153 610,446 (211.052) 17|,I'M 0 6,078,771
111 1 * 0.07X.774 R 501,003 70.7% (2.511,840) 41.111* .148.8X0 7.1.4** 635.774 (215.410) 402.61.1 0 6,355,067

if, 3 55.007 X.XS.1,XI7 71.K- « (2.407.K40) 41 21% 300,135 77,170 6 6 0 # ! (217,5181 515,105 II 6 .0 8 1,844

0 053,X I I 0.121.477 72.0", (2.407.014) 41 42 ",  3X0,Kill X I . 107 6X4.136 (216,115) 540.027 1) 6.077,718

0.077.735 0,100.227 74 2". (2.421,402) 41 (4)*. 408.075 85.411 707,216 (212 810) 566,8X4 0 7.1.11,801)

2(11K 7.331.son 0.001,010 78 7% (2,150 l.lll) 41.72% 412,237 00.020 732,00.1 (200,8271 506.2 IX II 7.718,102

7.7 IX, 102 0.000.210 77 2% (2.278,010) 41 77*. 450,208 04,0| 5 756.857 (2U5,7.14) 62R.264 0 K.140,772

R,140 722 10 117.101 7R oat (2,170,430) 41.73% 4XII.X10 100,115 770,450 (108.4 78) 66.1.422 I) X,605,667
i ( H  i 8.608,067 111,0011,141 SO.7% (2,l|S4,o70) 41.70* 507,505 105.7X2 800,713 (187.367) 702,330 0 0,170,1SIX
i | ( n O.I20.53X 1 l . l l lo .o l l S2 7" . (1 010.100) 41.78% 5.18.070 111.001 824,014 (174,011) 745,266 I) 0,601,770

0.601.77(1 11.430,5X5 84.8 % (I .7J7.K I5) 41 87", 570,710 1I X . 150 840 564 (160.160) 701 ,osr, I) 10,124,187

10,124,357 ll.R5R.005 X 7 .l% ll,5.11,0IX) 41.80% 001.011 125.480 870,103 (111,281) 845.012 0 11.0101)05
i ( i i i 11.I'20.(XI5 12.200,70S R0 0‘ . (1.237,703) 41 71*. 018.271 132,076 806,222 (124.072) 0114,718 II 11,808,771

II .R O R .n i 12,750.01 1 O1 6 % (047.740) 41 01*. (.70,500 110.010 02.1,744 (101,256) 01,0.061 II 17,675,1 * 0

flyi 7 12.075 470 11,201,k I I 05 1% (0IX.1S5) 41.10% 711,200 140,117 052,577 (01,08(1) 1.0 I I . O i l (I 11,675,411

202k 13.025 411 1 « 865,470 OX 1". (240,017) 41 07* . 717,Xf. 1 1 5X,258 081,300 (75.187) 1,120,00? II 14,671.712

Mnrccr Human Resourco Consulting 28 Stnlo of Al.isk.i Hwctie's lt1Tromor| System
nr.  o f  J u n e  I U . 2 0 0 3



1.5(b) Actuarial Projections -  Projections at Current Rate

Valuation Results

Key A ssum ption s

■ All assumptions and methods arc the same as Section l .5(a). except:

-  Adopted contribution rale is maintained at the FY05 level for all future years

O bservation s

■ System funding deteriorates under all three population scenarios

■ Actuarially calculated rates escalate under all population scenarios

■ Assuming 1% population growth, actuarial!}' calculated rates increase to more than 100%, 
while the funding ratio decreases to 0% by 1 ^ p r o j e c t i o n  periodi

Mcrcor HufTn.fi ftoiouiiQ Consulting
a util

2‘J Stntu ot Alaska Toacliufs' ftalncmenl System 
as ot Juno 30. 20u3

12667267



Valuation Results

1 .5 (b ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C u r re n t  R a te  (con tin u e d )  
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Mcrccr Human Resource Consultin') 30 Stalo of Alaska Teachers' Retirement Syslem
as of Juno 30.2003



Valuation Results

1 .5 (b ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t C u r re n t  R a te  (co n tin u e d )  
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Mercer Human Hcsourc" Consulting
g ' t i i m > I’t W.

31 State of Alaska Teachers' Retirement System
as of June 30,2003



1 .5 (b ) A c tu a r ia l P ro je c tio n s  -  P ro je c tio n s  a t  C u r re n t  R a te  (con tin u e d )

Valuation Results

Tallied

Stale of Alaska I Its  

Mnnncial Projections (In lliuusanils)

Investment Itclurii 8.25",. Annual I’npiilntlnu ln c r i is c  1.1111%

As nf 
June .11)

..........................V

Actuarial

Assets

ilualirin Alum 

Accrued 

l.lalilllly

nils on Jit 

K i i i i i I I i i k  

Katin

Is 1 ..................

.Surplus

(Deficit)

Total

Salaries
Employer 
Cll> Itnlr

------------- I'lms

Kniploycr

C'nnlrilis

Amounts D m  It 
kmplnycc 

Cnntrllis

ii;  Knllost iti( 

Total 
Cnntrllis

;  12 Munllis - 

llcnefil 

Payments

Net
Cnntrllis

Investment

Famines

liccugnl/cil

Asset

(■'nln

1. II (II lie 

Actuarial 

Assets

20:11 3,752.285 5.815,000 04.3% (2,083,324) 532,030 12.00% 0.1.910 40.280 110,701 350,944 (240,742) 591,982 23,52.1 4,127,018

2004 3,822,351 t.,080,021 02.8% (2,207,570) 550.132 10.00% 88.981 48,328 137,309 378,310 (291.001) 310,252 21.523 3,921.125

2005 3,021,125 0.1.15,870 01.9% (2.414,740) 573,377 10.00% 91,740 49.820 141,507 400,74 1 (259,177) 321,710 23,523 4,007,181

2001. 4,007,181 0,58.1.111 (il) 9 % (2.575.930) 580,035 10.00% 9J.802 50,979 144,840 424.193 (279,353) 320,037 21,521 4.077,388

2007 4,077,388 0,810,300 59.7% (2,752.081) 004,020 10.00% 90,7.19 52,541 149.281 448,231 (298.951) 329,080 00,9.19 4.108,457

200S 4,108.457 7,077,875 58.0% (2,909,418) 021,847 lO.OOi,. 99.815 54.212 154,028 471 072 (.119,011) .110.712 0 4,179,525
2000 4.170,525 7.124.422 57.1% (3,144,897) 014,048 10 0 0 % 10.1.144 50,020 159,104 500,274 (191.111) 330,740 0 4.109.154

2010 1,100.154 7,500,||8 55.1% (1.399.901) 007,202 10.00% 100,752 57,980 104,712 528.795 (304,002) 328,938 II 4,131,030

2011 4.1.11,030 7,808,090 52.9% (3,074,000) 091,229 10.00% 110,597 00,008 170,004 550,483 (185.819) 325,142 0 4,1)73.353

2012 4,073.151 8.015,100 50.0% (3,972,017) 710,130 10 00' i 114,582 02,233 1/0.815 583,454 (400,039) 319,278 (I 3.985.992

2013 3,085,092 8,280.370 48 1% (4,204,178) 742,707 lo .oo% It 8,818 01 549 183,397 009,071) (425,074) 311,285 II 1,871,0(11

2014 0*71,004 8,515.155 45 5 % (4,041.751) 771.017 10 00 % 12.1,300 07,003 190,109 014.054 (44.1.085) 301,105 0 3.729,024

201(5 3.729,024 8,752,349 4 2 0 % (5.023.718) 801,548 10 00 % 128,247 09,054 197,902 058.070 (400.708) 288.018 0 .1,550,894

2010 .1.550,804 8.902.207 JO.0% (5,435,a l l 814,288 10.00% 131.480 72.500 205,980 081.438 (475.452) 271.8H 0 3-355,273

2017 3,355,77.1 9.710,885 .10.3% (5 881,012) Kt.9,145 10.00% 139,00.1 75,529 214.592 701.544 (189.252) 250.028 0 3.122,049

2018 3,122.040 9.489,740 .12 o% (0,307,007) 900,207 10 00 % 145,001 78,755 223,757 727,817 (504.0801 230.825 II 2,855,395

2010 2.1 55,1” ! 0,749.411 29.3% (0,894,Old ) 045.445 10,00% 151.271 82.159 23.1,4.10 751,588 1518,158) 214,190 0 2.551.43.1

2020 2.551,433 10.017.495 25.5% (7.400,001) 080.900 to o t r ; 157.918 85.709 243,088 772,991 (529 105) 188,059 0 2,210,788

2021 2.210.788 10,290.402 21 5% (8,088.704) 1.011.870 10 0 0 % 11.5,091 W i n d 254,759 792.850 (538.098) 100,191 I) 1,8.12.884

7072 1,832,884 10 599.318) 17.3% (8,700,410) 1.080.428 III 00 % 177.808 93.889 200,758 814,477 (547,719) 128.019 0 1.411.784

202.1 1.41,1.734 10.017.417 12.9% (9.51)3,052) 1,132,110 10 00 % 181,142 98.18.1 279.524 818.053 (559.529) 01,598 (I 918,854

2074 948,854 11.251.500 8 4 % (10.101.7.101 1.187.212 lo 0 0 % I 8 9 , 9 s . | 101.109 293,123 850,024 (501,501) 55,010 0 440,389

2025 440,180 11.558.848 3 8 % (I I . I I8 . . I0 0 ) 1.245.073 10 00 % 199,300 108,245 307.5 44 879,375 (571 711) 12,748 II II

2020 0 11.027,070 0 0 % 111,027,070) 1,100,908 10 <81% 209,105 11.1,8 70 322,075 901,422 (580,747) II 1) 0

2027 (I 12.120.051 I) 0 % (12,320 o5|) 1.171,207 l o n o % 719,193 119.1 88 118,551 978,480 (589,9351 0 II (1

7028 0 12.750.275 D l l ' . (I2.75|(,27.5| 1.418,071 lo 0 0 % 210.187 125.020 .155.208 951,088 (597.8801 II 0 II

Mercer Human Hesourcu cjonsiiltinq Stale of Alaska Teachurs' Retirement System
as ol June 30,2003



Charts I, 2, 3 and 4 reflect the analysis o f  the long-term past service cost distribution over 
current tiers and new tiers. They  show the total num ber o f  employees, projected salaries, 
and corresponding  past service cost payments. With the adoption o f  a new tier the past 
service cost is still distributed over  total wages. This is independent o f  weather 
em ployees  en ter under the new tier or current tier structure.

H CS SB 141 (FIN) creates a new defined contribution retirement tier to which no further 
past service cost will accrue. This  saves the system from additional liability that could  be 
created from adding new em ployees to current defined benefit tiers. In this way, HCS SB 
141 (FIN) limits the potential for accruing additional unfunded liability to the system.

Under H C S  SB 141 (FIN), the death and disability benefits to members remains 
unchanged from current statue.

Health Care Costs

The com posite  health care medical plan coverage is acluarially computed at 2.5% of  
salary. T here  is language in the bill for an annual review o f  this figure to ensure that it is 
sufficient.

The analysis on pages 5 - 1 1  show the actuarial com puted cost of providing medical 
benefits lo m em bers 60 month prc-M cdicarc eligible.

The HRA cost to the system is independent o f  actuarial analysis because it is a defined 
contribution account.



State of Alaska Public Employees' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Annual Payment To Past Service Cost (000's)‘___________  Present Value of Past Service Cost Payments (OOP's)”
Valuatior

Year
Fiscal
Year Tier 1 Tier 2 Tier 3 Tier 4 Total Tier 1 Tier 2 Tier 3 Tier 4 Total

]s/)25 ,483  | 328,745 385,141 500,233 [^660 ,287 2,874,406
2003 2006 - - - - - - - • _
2004 2007 - - - - - - - . m
2005 2008 17,062 17,356 21,383 5,223 61,024 13,451 13,683 16,857 4,117 48,108
2006 2009 37,866 38,986 46,758 23,097 146,707 27,576 28,392 34,052 16,821 106,841
2007 2010 56,481 59,269 70,098 53,097 238,945 37,998 39,874 47,159 35,721 160,752
2008 2011 60,548 64,671 76,335 78,725 280,279 37,630 40,192 47,441 48,926 174,189
2009 2012 58,021 63,061 75,074 98,932 295,088 33,311 36,205 43,101 56,799 169,416
2010 2013 55,292 61,191 73,799 120,062 310,344 29,325 32,454 39,140 63,677 164,596
2011 2014 52,367 58,990 72,422 142,669 326,448 25,657 28,902 35,483 69,900 159,942
2012 2015 49,239 56,745 70,815 166,451 343,250 22,286 25,683 32,052 75,337 155,358
2013 2016 45,896 54,206 69,101 191,666 360,869 19,190 22,664 28,892 80,138 150,884
2014 2017 42,451 51,531 67,178 218,188 379,348 16,397 19,904 25,947 84,275 146,523
2015 2018 38,891 48,854 65,141 245,867 398,753 13,877 17,432 23,243 87,728 142,280
2016 2019 35,178 45.472 63,011 275,138 418,799 11,595 14,988 20,770 90,690 138,043
2017 2020 31,388 41,997 60,830 305,494 439,709 9,557 12,788 18,522 93,022 133,889
2018 2021 27,647 38,426 58,610 337,093 461,7/'6 7,777 10,809 16,486 94,821 129,893
2019 2022 23,904 35,013 55,9'/ j 369,989 484,879 6,212 9,098 14,545 96,142 125,997
2020 2023 20,393 32,052 52,542 404,164 509,151 4,895 7,694 12,613 97,019 122,221
2021 2024 17,032 29,047 48,970 439,645 534,694 3,777 6,441 10,859 97,493 118,570
2022 2025 13,998 26,096 45,306 476,267 561,667 2,867 5,346 9,281 97,565 115,059
2023 2026 11,355 23,215 41,724 513,787 590,081 2,149 4,393 7,896 97,229 111,667
2024 2027 8,953 20,489 38,132 552,345 619,919 1,565 3,582 6,666 96,560 108,373
2025 2028 6,887 17,821 34,402 589,722 648,832 1,112 2,878 5,556 95,237 104,783
2026 2029 2,192 6,473 13,174 264,403 286,242 327 966 1,965 39,445 42,703
2027 2030 1,247 4,334 9,420 220,582 235,583 172 597 1,298 30,400 32,467
2028 2031 331 1,379 3,215 88,171 93,096 42 176 409 11,225 11,852

Total 714,619 896,674 1,233,413 6,180,777 9,025,483

* Cxpeclod employer contributions paid during liscal yoar ** Expected employor contributions during fiscal year, discounted to Juno 30, 2003 at 8.25%

I



Comparison of the States Normal Retirement by Age/Service
A  =  A ny_____________________________R ule: A g e + S e rv ic e  =  N u m b e r

State Teachers Other*

Georgia 60/10 A/30 65/10 A/30
Indiana 65/10 60/15 55/30 65/10 60/15 Rule 85
Massachusetts 65/10 A/20 65/10 A/20
Colorado 65/5 50/30 Rule 80
Idaho 65/5 60/5
Missouri 60/5 A/30 Rule 80 65/5 60/15 Rule 80
Nebraska 65/5 A/35 Rule 85 65/5
Nevada 65/5 60/10 A/30
New Mexico 65/5 60/15 A/25 65/5 60/20 A/25
North Carolina 65/5 60/25 A/30
South Carolina 65/5 A/28
Virginia 65/5 50/30
Washington 65/A 65/5
Utah 65/4 A/30
North Dakota 65/A Rule 85 65/3 Rule 85
South Dakota 65/3 Rule 85
Maryland 65/2 62/5 A/30 65/2 62/5 A/30
Minnesota 65/3 62/30 65/1
Arizona 65/A 62/10 Rule 80
Iowa 65/A 62/20 Rule 88
Kansas 65/A 62/10 Rule 85
Kentucky 55/5 60/27 65/A A/27
Montana 60/5 A/25 65/A 60/5 A/30
Vermont 62/A A/30 65/A A/30
Wisconsin 65/A
Hawaii 62/10 55/30
Maine 62/10 62/5 60/5
Oklahoma 62/5 Rule 90 62/8 Rule 90
Florida 62/6 A/30
Delaware 62/5 60/15 A/30
New York 62/5 55/30 62/5 55/30
Alabama 60/10 A/25 60/10 A/25
Louisiana 65/20 55/25 A/30 60/10 55/25 A/30
Michigan 60/10 55/30
New Jersey 60/10 A/25 60/10
Rhode Island 60/10 A/28
Illinois 62/5 60/10 55/35 60/8 Rule 85
Alaska 60/8 A/20 60/5 A/30
California 55/5 50/30 60/5 50/5 55/5
Ohio 60/5 55/25 A/30 60/5 55/25 A/30
Oregon 60/5
Tennessee 60/5 A/30
Texas 65/5 Rule 80 60/5 Rule 80
West Virginia 60/5 55/30 A/35 60/5 Rule 80
Mississippi 60/4 A/25
Wyoming 60/4 Rule 85
Pennsylvania 62/1 60/30 A/35 60/3 A/35
New Hampshire 60/A
Connecticut 60/20 A/35 55/10 A/25
Arkansas 60/5 A/28

’ Othor may include tcachors and public siJoty personnel In some states

NASRA Public Fund Survey Data 
Compiled by Senate Finance Commilloe March 31,2005



CSSB 141 (FIN) Sectional Analysis

D efined Contribution (DC) Plan Elements

♦ Required Contributions
• Employee: 8.0% of compensation, deducted pre-tax by employer.

14.25.340(11) (pg 15), fe:35j75)(S) (pg 8 1 )■
• Employer: 4.5% of employee compensation.

14.25.350(a) (pg 10), 39.35.750(a) (pg-82)
• Total individual account contributions: 12.5%.

♦ Optional Contributions
• A member may elect to contribute additional earnings not to exceed the limits 

established by the Internal Revenue Code.
14.25.340(b) (pg 13), 39.35.730(b) (pg SI) 

♦ Rollovers I4.25.3o0 (pg hi), 3o.55.7b0 (pg, S2)
• Employees can take their individual account with them when they leave 

employment.
• Employees can "roll" in other qualified funds when they are hired.

♦ Vesting I4.25.3U0 (pg IS), 3u.35.79(1 (pg M)
• All members of the DC plan are immediately vested in their ow n contributions 

and related earnings.
• Members are gradually vested in the employer contributions and related 

earnings on the following schedule:
=> 25% after two years;
=> 50% after three years;
=> 75% after four years;
=> 100% after five years.

♦ Investment o f  Accounts 14.23 loo ipg IM. W.TCSOO (pg 84)
• The Alaska Retirement Management Board will provide a range of investment 

options.
• Participants direct the investment of their funds.

♦ Distribution o f Accounts
14.25.4 ll)(pg |0) -11.25 I III (pg 22), yu  ’5.810 (pg 8 .) *9,35.840 (pg 87)

• Employee may elect a distribution of funds upon termination of employment, 
after wU days.

• Subject to IRC regulations.
• May receive funds prior to bU days for financial hardship.

Scnulc I-inance CommUlcc 
C|Kl,itvJ; A pril 12,2005 I



• CSSB 14!(FIN) Sectional Analysis

Medical Program Elements

♦ Required Contribution by Employer I4.2-V*50(b) (ptj 16), 92. ^j7!i()(b| (pg b2)
• 1.75% of em ployee compensation.
• Contribution is made to group health and life insurance trust fund to be used for 

employer share of retiree's monthly medical premiums.

♦ Eligibility 14.2r>.47() (pg 26), 19.33.870 (pg 9%)
• A member is eligible to elect medical benefits if the member:

-  is 65 years of age and has at least 10 years of service; or 
=> has 25 years of service as a peace officer/firefighter; or 
=> has 30 years of service for all others.

• A member's surviving spouse is eligible for medical benefits if the member was  
eligible to elect medical benefits at the time of the member's death.

♦ Benefits 14.25.480 (pg 26), 3y.33.NK() (pg 92)
• Medical benefits include access to major medical insurance and the health 

reimbursement arrangement (HRA).
• Access means that an eligible person may not be denied insurance coverage 

except for failure to pay the required premium.
• An eligible person may participate in the medical insurance, the HRA, or both.
• An irrevocable decision to elect major medical insurance must be made by age 70 

lA.

♦ Major Medical Insurance V i . 14.2 v ts u  (pg 2o), V c .  19 5*>.8bTU“£ p g 92}
• Insurance coverage for an eligible member includes the member's spouse and the 

member's dependent children.
• Insurance coverage for a surviving spouse includes the member's dependent  

children if they are dependent on the surviving spouse.
• Retirees w ho  meet the required years of service, but who are less than Medicare 

age eligible (presently age 65), must pay the full premium to receive coverage.
• Retirees w ho are Medicare age eligible will pay only a portion of monthly  

medical premiums depending on years of service:
+ 10-14 years = 30%
+ 15-19 yea rs -  25 %
+ 20-24 years -  20%
+ 25-20 years -  15%
+ 3 0 + years =10%

• Only one premium per retiree and family.
• Ditferent premiums developed for single retirees and retirees with spouse  

a n d /o r  children.

Semite Finance Committee 
Updated: April 12,?U0.*>



CSSB 141(F1N) Sectional Analysis

♦ Health Reimbursement Arrangement (HRA) (pg 5 /)
• Employer Fund

=> The HRA Trust is an employer owned fund. ">(* 3t>. HO (pg *s)
=> Employee contributions are not permitted.

Employers may use surplus funds held in the trust to credit individual 
em ployee records with the annual contributions ow ed by the employer.

• Required Contributions W.al 1.370 (pg 3,s)
=> Employer contributes an annual (and equal) dollar amount per em ployee to 

the health insurance trust fund.
=> Amount is 2% of employer's annual average group compensation.
=> Contribution is recorded in both an individual employee account and an 

employer record.
=> Interest is posted to individual accounts annually, the rate determined by the 

ARMB.
Contributions and interest accumulate over working lifetime o f employees.

• Termination o f Employment *o.3().3NU (pg
=> Individual accounts of record are maintained for live years if an em ployee  

terminates without retiring.
=-> Terminated employee accounts revert to the employer unless the individual 

returns to work within the five-vear period.
=> A person who returns lo work within the live vear period is attributed the 

account balance recorded in their name on the date of termination.

• Reimbursements
=> W h o  is e l ig ib le 5 'M. ipj

+ P e r s o n s  w h o  m ee t  th e  e lig ib il ity  r e q u i r e m e n ts  to r  m e d ic a l  b e n e f i ts .
+ D e p e n d e n t  c h i ld re n  a r e  e l ig ib le  it b o th  r e t i re e  a n d  s p o u s e  d ie .  
R e i m b u r s e m e n ts  m a d e  lo r  q u a l i f ie d  m ed ic a l  e x p e n s e s  u n d e r  IRC 213(d), 
i n c l u d in g  m ed ic a l  p r e m i u m  p a y m e n t s .  iMi.X HlOipg v o  

. To ta l  r e i m b u r s e m e n t s  a r e  l im ite d  to  a n  i n d iv i d u a l ' s  r e c o r d e d  a c c o u n t .
N o  se t  l im its  o th e r  th a n  e x h a u s t io n  o f  a c c o u n t  b a lan ce .

SViuic l-m.iitcc ( 01111111110: 
Updulcd: A p iil 12. 21XJS 1



CSSB 141 (FIN) Sectional Analysis

♦ Option to Convert from DB to DC Plan I 1.25. Vld (pg K)), 3y<35.VK) (pg 9n)
• Unvested, active members of PERS and TRS are eligible to convert to DC plan.
• Employer must first make choice lo offer this option to all their employees.
• Participation in DC plan is in lieu of the DB plan; all rights to DB plan are forfeit.
• A member's individual account balance will be rolled into a new account under 

the DC plan.
• A member's employer shall make a 100% matching contribution with new funds 

(i.e., cannot transfer employei portion from the DB trust fund).
• A member's years of service under the DB plan will be counted toward the years 

of service required for medical benefi.s eligibility.

♦ Participating Employers
• Mechanism is included for political subdivisions and public organizations that 

do not currently participate in PERS lojoin the DC plan in the future.
) - ( p g

• Includes specific employers already participating in PERS and TRS to allow their 
future em ployees to participate in the DC Plan (DB plan d o se s  on July 1, 2005).

14.23.5hO-14,25 5K1> (pg 33-331, 3 s i . V 1. .15 D7i* tpg UF>)
=> Legislators w ho have been teachers 
=> National Education Association em ployees  

Special Education Service Agency em ployees  
Army and Air National Guard employees  
North Pacific Fishery Management Council em ployees

Changes to Existing Retirement System

♦ Employee and Employer Contributions lo the D efined Benefit Plans
S ' i  < S ( p g 7 ) ,  S ’ i . 8N  ( p g  n S  n o )

• The em pi >yee contribution rate is changed to the greater of:
=> the amount set in statute prior lo enactment of this bill; or

one-half of the normal cost rale as determined bv the ARM Board.
• The employed contribution rale is changed so that it may not be less  than the 

difference between the em ployee contribution and the normal cost rate that is set 
by the ARM Board, free. ID (pg S), V i  (pg 72)

♦ Ad-hoc Post Retirement Pension Adjustments , I * lo (pg 11) . 131A (pg 77)
• Defines "financial condition of the retirement fund" lor the ad-hoc post 

retirement pension adjustment as a 110% ratio of assets lo liabilities (applicable 
only to her I retirees). (See editor's notes under AS 14.25.1-13 and AS 39.35.483)

Other Plan Elements

■Scn.nc I in .n iic  C om m itice 
UpiJ;iU’d: A pit I 12, 2005 I



CSSB 141(FIN) Sectional Analysis

♦ University Optional Retirement Program (ORP)
Sec, 35 (pg 3S) through Sec. M (pg 42)

• Changed AS 14.40.661-14.40.799 giving the Board of Regents flexibility to design 
both optional and mandatory retirement programs for future University  
employees.

• Specifies the University's retirement programs are not subject to collective 
bargaining.

• Provides one-time option for current employees who chose to participate in 
PERS and TRS to transfer into the existing ORP.

♦ Consolidation o f Boards
• Eliminates:

=> Public Employees' Retirement System Board 
=> Teachers' Retirement System Board.
=> Alaska State Pension Investment Board.

• Creates new Alaska Retirement Management Board (ARM Board) Sec. | 9  (pg 4n) 

=> 9 trustees appointed by the Governor
+ Commissioner of Administration 
+ Commissioner of Revenue
+ 3 Alaska residents who do not participate in the retirement systems  
+ 1 finance officer of a political subdivision
+ 1 finance officer of a school district 
+ 1 PERS member (active or retired)
+ 1 TRS member (active or retired)

=? All trustees must have recognized competence (working or teaching) in one  
or more of the fields of investment management, finance, banking, economics, 
accounting, pension administration, or actuarial analysis. 

x> Terms
+ Staggerr ’ three years
+ Limited to three consecutive terms with a required one-year break.

♦ Powers and Duties of ARM Board V i  ol (pg 47 :v>i
• Manage the assets and set the investment objectives of the defined benefit trust 

fund to meet pension liabilities.
• Annual actuarial valuation of system p lan s  coordinating with the retirement 

system administrator.
• Analysis of actuarial 1 sumptions experience, including a second opinion:

Health costs assumptions annually.
All other assumptions no* less than every four years.

• Audit of actuary not less than every four years.

S c iu iU *  I'in.incc* CoiimiKtcc 
tJpcl.ilcil April 12.2005 S



CSSB 141(F1N) Sectional Analysis

■ Rate setting:
=> Empjover contribution rates, including "normal cost" and "past service cost". 
=> Employee contribution rates if one-half of the "normal cost" is higher than 

the current rates set in statute.
=> Interest rates credited to individual em ployee accounts.
=> Interest rates credited to employee HRA account records.

• Provide a range of investment options for all employee-directed accounts.

♦ Other D uties of the former PERS and TRS Boards Transferred
• To the Commissioner of Administration:

=> Adoption of regulations governing the retirement systems.
14.25.003 (p g  2), N 2 * 0 0 S  (p g  4), V  35 ?  Q l (p g  Al >, (p g

=> Requests for a waiver of any adjustment made lo the retirement system  
accounts due to a change or error in contributions or benefit computations.

Sec. 21-23 (pg 12)
• To the Office of Administrative Hearings:

=> A d ju d ic a t io n  o f  a p p e a l s  r e la te d  lo  d e c is io n s  o f  th e  r e t i r e m e n t  s y s te m  
a d m i n i s t r a t o r .  I4.25.00n (p g  5), 39,3A.( »l )o (p g  n4), n *i . I 2 9 ( p g  IU5)

=> Adjudication o f  appeals related lo tlie deniiil o f  a waiver for repayment of 
overpaym ents. S*c. 24-23 (p g  I 3j

♦ Conditional Service Retirement Benefits Sr3 I 11 (p g  7tS)
• Changes the credited service requirement lo 120 days for legislative employees  

under AS 39.35.385(f).

♦ Repeal
• Refunded prior members S t . 131 (pg lo5)<A S l4.33.Div ,uui Ai- 3d 13 ’Ao>

=5 Repealed effective June 30, 2010.
=3 The intent of the repeal is lo relieve the "off b o o k s ' liability of hundreds of 

millions o f dollars represented Pv more than 77,000 people who have 
refunded out of the Stale's retirement system but w ho could return lo work 
and be restored lo the tier status thev held prior to termination by repaying 
the amount refunded plus interest.

=> In medical premiums alone, this amount stands at greater than $107 million 
for one year in today's dollars.

♦ Fiscal Note
• Appropriates $09.5 million directly lo the retirement trust fluids on behalf of all 

I'ERS participating employers (includes small amount of I RS). This amount 
represents the 5U« increase in PFRS employer costs from FY2U03 to FY2l)()o.

• PERS and TRS lor schoi 1 d is t r ic ts  ($38.1 million) is rolled into the BSA at $4,919.

Sc i i .nc l-muncc Commiiiee 
Updated: April 12.2005 (i
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S E N A T E  BILL 141 
S P O N S O R  S T A T E M E N T

b o r  a lm o s t  h v o  y ea rs ,  th e  le g is la tu re  h a s  h e a rd  of  (he lo o m in g  crisis  in  th e  S ta te 's  r e t i r e m e n t  
sy s tem s .  T h e  s y s te m s  a re  u n d e r f u n d e d  b y  $5 billion. E m p lo y e r  c o n t r ib u t io n  ra te s  h a v e  b een  

ra ised  by  f ive p e rc e n t  p e r  y e a r  for  the  o a s t  tw o  years ,  a n d  g re a te r  in c re a se s  a r e  r e q u i r e d  u n le s s  
s o m e th in g  is d o n e  soon . In th e  f irst s ix ty  d a y s  o f  th is  leg is la t ive  se ss io n ,  m e m b e r s  o f  th e  S e n a te  
h a v e  w o r k e d  d i l ig e n t ly  to u n d e r s t a n d  a n d  e v a lu a te  the  p r o b le m s  in th e  r e t i r e m e n t  s y s te m  in 
o r d e r  to p r o p o s e  a s o lu t io n  to  th o se  p ro b le m s .  S en a te  Hill 141 o ffe rs  a tw o - p r o n g  a p p ro a c h :  (1) 
creche a d e f in e d  c o n t r ib u t io n  re t i r e m e n t  p la n  for  th e  lo n g - te rm  s o lu t io n  to  e m p lo y e r  cost 
m a n a g e m e n t ;  a n d  (2) im p le m e n t  m a n .  g e m e n t  c h a n g e s  to  the  e x is t in g  s y s te m  so  w e  can  b eg in  to 

a d d r e s s  th e  $>3 b il l ion  defic it  s i tu a t io n  there .

In 2D03, th e  G o v e r n o r  a p p o in t e d  a s u b c o m m it te e  o f  the  PERS a m i  TRS B o a rd s  th a t  w a s  c h a rg e d  

w ith  r e s e a rc h in g  a n d  e v a lu a t in g  the  c o n c e p t  of  a n e w  re t i r e m e n t  tier. T h is  s u b c o m m i t t e e  

w o rk e d  t h r o u g h o u t  201)1, p e r fo rm in g  re sea rch  a n d  a n a ly se s  o f  in fo rm a t io n  g a th e re d  from  
e m p lo y e r s  s t a t e w id e  a n d  s tu d y in g  n a t io n w id e  t r e n d s  in b o th  th e  p u b l ic  a n d  p r iv a te  sec to rs .  In 

N o v e m b e r  o f  2004, the  s u b c o m m i t t e e  p re s e n te d  tw o  t ie r  a l te rn a t iv e s  to th e  PERS a n d  TRS 
B o a rd s  su g g e s t in g  tiiat a r e c o m m e n d a t io n  b e  f o rw a rd e d  to  th e  G o v e r n o r  a n d  th e  L eg is la tu re .

U n fo r tu n a te ly ,  the  B o a rd s  o p te d  no t to  fo rw a rd  a r e c o m m e n d a t io n .  I lo w e v e r ,  th e  w o r k  d o n e  

b ’ th e  s u b c o m m i t t e e  d id  no t  g o  in vain . T h e  S en a te  le a d e rs h ip  u s e d  the  s u b c o m m i t t e e 's  w ork ,  
as  w ell  as  i ts  o w n  re se a rc h  a n d  ana lys is ,  to d ra f t  this leg is la tion . SB 141 o ffe rs  a ho lis t ic  so lu t io n  

to  o u r  p r o b le m  a n d  a l lo w s  A laska  to  join o th e r  s ta te s  in r e t i i e m e n t  syst:. ■ re fo rm .

T h e  t ru e  lo n g - te rm  so lu t io n ,  3D to SD r e a r s  from  n o w , will be  a c c o m p l is h e d  b y  th e  c h a n g e  in th e  

re t i re m e n t  p la n  for n i l u r e  gov t  rn m e n t  c m p lo v e e s  f ro m  th e  t r a d i t io n a l  p e n s io n  p la n  to  a d e f in e d  
c o n tn b u t io n  (D C) p lan , c o m m o n ly  k n o w n  in the  p r iv a te  s ec to r  a s  a 4 0 t(k ) .  S u c h  a p la n  h a s  
th re e  d e a r  a d v a n ta g e s :  ( I ) cost p red ic tab i l i ty ;  (?) p o r tab i l i ty  b e tw e e n  e m p lo y e r s ;  a n d  (3) clarity . 

H u n d r e d s  o f  th o u s a n d s  ot p r iv a te  sec to r  e m p lo y e r*  a n d  o th e r  s ta te  r e t i r e m e n t  s y s te m s  offer 
the ir  e m p lo y e e s  th is  t e p e  o f  p lan . SB 141 c o m b in e s  the  D C  p la n  features w ith  th e  t r a d i t io n  of 

o f fe r in g  in s u ra b i l i ty  fo r  .ill re t irees  a n d  an  IRS allow ab le  veh ic le  for tax free  s a v in g s  a c c o u n ts  
u se d  to  p a v  to r  o u t-o f -p o .  kel m i ’teal e x p e n s e s  d u r in g  re t i re m e n t  year*- A s A lask a 's  o ld e r  tier 

e m p lo y e e s  re t i re  o u t  uf th e  d e f in e d  l»-netit s y s te m  a n d  th e  n e w  IK. p la n  e m p lo y e e s  a re  
b r o u g h t  in to  rep lace  th em , th e  ex is t ,n g  s tr in  to re  will he* o m e  m o r e  stable .

Official Business



Senate Bill 141 
Sponsor Statement 
Page Two

In the short-term, SB 141 implements the m anagement changes needed  to effectively address 
the $5 billion deficit. It creates a single board lo replace the separate  public employees' and 
teachers' retirement system boards and the pension investment board. The new board is the 
Alaska Retirement M anagement (ARM) Board. The Arm Board will be more experienced with 
financial and pension matters than the current boards require and will be charged with greater 
emphasis on its fiduciary role to balance the retirement system assets to system liabilities.

SB 141 seems voluminous. The concepts, however, are simple and few. Please lake the time to 
read the “Senate Finance Committee White Paper: SB 141". This docum ent is a succinct 
compilation of much of the research undertaken lo dale. It describes m ore fully the features 
contained in SB 141 and provides the understanding of the framework for the discussions lo 
*ome.

The Senate Finance Committee is committed to addressing this problem thif legislative session.
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Fact Sheet for: Sena te  Bill 141

S h o r t  Title: PUBLIC EM PLOYEE/TEACHER RETIREMENT

Sum  m ar}’:
■ Establishes a Denned Contribution (DC) Plan, Retiree Medical Benefit and Health 

Reimbursement Arrangement for new employees.
■ Increases payroll contributions Ibr existing employees by 0.5 percent annually until 

employers and employees share normal costs 50/50.
■ Streamlines retirement system management by replacing the PERS. TRS and 

ASPIB boards with a newly created 9-member Alaska Retirement Management 
Board (ARM B) consisting o f  the commissioners o f  administration and revenue, 7 
governor-appointed trustees with credentials or recognized competence in finance 
or accounting (3 non-bcncficiary public members, a finance officer o f  PERS and 
one o fT R S . one PERS member, one TRS member.)

■ Strengthens the A R M B ’s fiduciary role to balance system assets and liabilities: 
provides more employer representation; and makes the ARMB responsible for 
setting employer contribution rates and adopting actuarial assumptions.

■ Transfers the quasi-judicial responsibility for hearing appeals and waivers to the 
Office o f  Administrative I Icarings.

Benefits:
• Strengthens management and fiduciary oversight o f  the state 's retirement systems.
• Constrains growth o f  the unfunded liability.
■ Establishes a portable defined contribution plan for new employees tha., over time, 

reduces the slate’s dependence on riskier and less predictable defined benefit plans.

B aekg rm m d:
■ Alaska’s public retirement system assets have not kept up with obligations because 

o f  factors including rising health care costs, shifting demographic trends, market 
performance, and underestimation o f  system liabilities. The result i». $5.7 billion in 
underfunding. f a s t  year, the Administration formed a work group to come up with 
solutions. This fall, after much research and analysis, the work group presented two 
alternatives to the PERS and TRS boards. The boards declined to forward a 
solution to the Legislature-. Based on the recommendations o f  that work group, the 
Senate f inance Committee conducted its own analysis and is introducing the 
Retirement Security Act. Unlike a defined benefit plan in which employees are 
guaranteed a pension benefit regardless o f  cost, a DC’ plan provides employees with 
a retirement amount based on actual account contributions and investment earnings.

Fad Sheet (revision Dale Wednesday, Apnl 00, 2005 04 04 I’M
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Testim ony o f  Jerry Patterson 
SB 141 

2 2 8 11 Glacier J-Ivvy 
Juneau, AK 9980I 

789-7328

M y name is Jerry Patterson and 1 represent NBA Alaska Retired. I am also a form er I RS 
board member. 1 would like to thank the chair and this com m ittee  for the opportunity  lo 
speak on SB 141.

VVhat w e are essentially doing is closing the defined benefit plan. W hen I was on the TRS 
hoard. I attended trustee training sessions and the information on closed funds tended lo 
have two com m on characteristics. One. they were small and secondly, they were one 
hundred percent funded. We are neither small nor one hundred percent funded. 1 know  o f  
no precedent in the public sector for a fund o f  our size and with an un-fimded liability 
being closed and thus o f  any model for us lo follow. Basically, w e arc flying by the seat 
o f  our pants.

Normally, we would have a twenty-live year rolling amortization time period. But 
because we are closing the fund lo new entrants and have a large un-lunded liability, we 
need to front load the fund in a hurry. SB 141 requires that active m em b e r 's  retirement 
be fully funded and we need to get that m oney before they retire. 1 low m uch m oney we 
need at this time is unknown because we apparently do not have accurate actuarial data, 
l ire o ther reason we need to fronlload the plan is if we d o n ’t, the plan will run out o f  
m oney and it will require year-by-year appropriations in the future to pay the benefits o f  
the last group o f  retirees.

Another twist in SB 141 is that it requires that only the actives be fully funded. There is a 
large un-lunded liabil.ty associated with those who are already retired that is not being 
addressed. What will happen is that money will go into the retirement fund with the idea 
that you are fully funding the actives when you are really not doing so. Current retirees 
will be taking out o f  the fund not only what was contributed for them but also the amount 
to cover their un funded liability. Again, those lefi in the system at the end will need lo 
be paid by a direct appropriation.

What kind o f  liability could a future legislature have? There are som e 38.000 public 
em ployees under the age o f  55. If  they were to all to retire and live to 2035 tb.ey would 
collectively receive a l)%  million dollar benefit in today 's  dollars. M ercer produced 
charts that showed that at a 16% contribution rate the 'I RS fund would run out o f  money 
in 2026. At an 11.77% contribution rate. PFR S would be broke around 2034. Thus it is 
imperatival that will have a solid understanding o f  how much m oney we need to put in 
now;

What is our funding source0 h is the aggregate o f  all wages limes the contribution rale.
I hat funding source is going to shrink rapidly. First o f  all there .ire no new em ployees

O  r v  
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entering the system. Secondly, SB141 allows non-vested m em bers to m ove to the defined 
contribution plan taking with them their ow n accumulated account plus an equal amount 
from the em p loyer 's  previous contributions. And there will be o f  course a steady stream 
o f  retirements. With a shrinking salary base and smaller am ounts o f  m oney com ing into 
the fund, every downturn in the stock market, every spike in medical costs, and every 
new  mortality table will have a profound effect on the fund and liabilities going forward.

M y final com m ent is about the retirement funds themselves. At 12 billion dollars, they 
generate on average a billion a year in income. Do w e really want to give up a billion 
dollars a year in incom e?

In closing, 1 would say that it would he prudent to learn as much as possible about the 
consequences o f  closing a retirement fund. I think it would be prudent to gel a handle on 
the costs that are associated with closing a fund. And I think it would be prudent to get 
the best and latest actuarial num bers possible.

Thank you
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& Fire As of June 30, 2005
Death B

Number 2727

Average Age 40.72
Average Credited Service 9.7
Average Annual Earnings $ 58,945
Number Vested 1739
Percent Vested 63.8%

Retiree Survivor Disabilitant

Average Age at Commencement 
Average Monthly Benefit 
Average Annual Benefit_________

51.72 56.54 49.86
$ 2,835 $ 1,265 $ 1,945
$ 34.020 $ 15.180 $ 23.340

Est Current Occ Dealth Benefit (50% Salary) or; S 29,473
Est Current Occ Dealth Benefit (75% Retirement) $ 25,515

IMT - 'W /T . '  IVV** NKrfO'P* Pplf
6.0% 7.0% 8.0%

25 55.4 $31,238 $35,844 $40,571

26 54.5 $31,308 $35,899 $40,612

27 53.5 $31,390 $35,963 $40,662

28 52.5 $31,477 $36,033 $40,716

29 51.6 $31,561 $36,100 $40,769

30 50.6 $31,660 $36,179 $40,831

31 49.6 $31,765 $36,265 $40,899

32 48.7 $31,866 $36,347 $40,965

33 47.7 $31,985 $36,446 $41,045

34 46.7 $32,113 $36,551 $41,131

35 45.8 $32,235 $36,653 $41,214

36 44.8 $32,380 $36,775 $41,314

37 43.9 $32,519 $36,892 $41,412

38 42.9 $32,684 $37,032 $41,529

39 42.0 $32,842 $37,168 $41,643

40 41.0 $33,029 $37,330 $41,781

41 40.1 $33,210 S37.486 $41,915

42 39.1 $33,425 $37,674 $42,076

43 38.2 $33,631 $37,855 $42,233

44 37.3 $33,852 $38,050 $42,403

45 36.3 $34,115 $38,284 $42,607

46 35.4 $34,369 $38,511 $42,807

47 34.5 $34,640 $38,755 $43,024

48 33.6 $34,931 $39,018 $43,259

49 32.7 $35,243 $39,301 $43,513

50 31.8 $35,578 $39,606 $43,789

51 30.9 $35,937 $39,936 $44,088

52 30.0 $36,324 $40,293 $44,414

53 29.1 $36,741 $40,679 $44,768

54 28.2 $37,191 $41,098 $45,154

55 27.4 $37,622 $41,500 $45,527

56 26.5 $38,144 $41,990 $45,982

57 25.6 $38,709 $42,523 $46,481

Prepared: 5/1/2005



State of Alaska
Division o f Retirement & Benefits
Normal Cost Rate and Actuarial Computed Rate from  FY 1983 through FY 2006

Valuation 
report date 

June 30

Fiscal 
year of 

rate

Normal 
Cost rate 

PERS

Actuarial 
Computed 
Rate PERS

ormal
Cost
rate
TRS

Actuarial 
Computed 
Rate TRS

1980 1983 11.46% 13.78% 11.95% 16.84%

1981 1984 12.03% 13.68% 13.51% 17.42%

1982 1985 11.36% 13.62% 13.64% 17.96%

1983 1986 11.82% 13.59% 13.13% 17.36%

1984 1987 12.31% 13.84% 13.91% 13.28%

1985 1988 11.13% 9.55% 11.62% 13.28%

1986 1989 10.20% 9.38% 9.36% 11.16%

1987 1990 9.23% 9.30% 9.14% 8.19%

1988 1991 10.37% 12.00% 11.86% 12.27%

1989 1992 12.00% 14.20% 13.26% 15.16%

1990 1993 12.83% 13.58% 14.07% 19.65%

1991 1994 10.18% 13.72% 9.05% 15.59%

1992 1995 10.90% 13.70% 8.57% 13.36%

1993 1996 11.29% 12.82% 9.06% 12.48%

1994 1997 10.36% 12.14% 9.70% 14.96%

1f95 1998 10.61% 11.90% 10.10% 14.94%

1996 1999 9.85% 7.74% 8.97% 10.52%

1997 2000 9.89% 7.36% 9.21% 13.00%

1998 2001 8.67% 7.03% 8.99% 10.55%

'1 9 9 9 2002 8.07% b.56% 8.D3% 7.09%

2000 2003 10.07% 6.12% 9.40% 8.29%

2U01 2004 9.53% 6 77% 10.36% 14.44%

2002 2005 13.31% 24.91% 14.76% 35.57%

2003 2006 13.24% 25.63% 14.28% 38.85%

Normal Cost Rate: present value of benefits, which are expected to be credited with respect to service
during the year beginning on the valuation date.

Actuarial Computed Rate after comparing plan assets and liabilities, an actuanal rate is computed that woul u > 
fund the retirement systems over 25 years. Tnere are two components: the norrr.al cost rate and the past servicu 
rate necessary to pay any unfunded Mobility both rates account for differences bet .eon actual experience vc -uus 
anticipated results, chances in actuarial assumpt.ons and / or methods, changes in statutory provisions. in j  the 
difference between the rate actually adopted by the Boards for a particular year versus the computed rsU" _ - *  c

O i a s ^ ' / .  u l i s W - '  . .



TESTIM O N Y ON CS SB 141 [amHSA]
S a m  T riv e tte  

P re s id e n t  
R e tire d  P u b lic  E m p lo y e e s  o f A las k a

I ’m  re tire d  fro m  th e  A las k a  D e p a rtm e n t o f  C o rre c tio n s  a fte r  32  y rs . o f  
s e rv ic e  to  A la s k a n s . 19 y e a rs  o f  th a t  t im e  I s e rv e d  as th e  D ire c to r o f  
th e  A la s k a  P a ro le  B o a rd , a n d  in th a t c a p a c ity , w o rk e d  c lo s e ly  w ith  
th e  L e g is la tu re  in a c o m p le te  re w rite  o f  the  P aro le  A d m in is tra tio n  A c t  
a n d  in re w rit in g  o th e r  le g is la tio n  an d  d e v e lo p in g  re g u la tio n s . So I 
u n d e rs ta n d  th e  e n o rm o u s  re s p o n s ib ility  o f d e a lin g  w ith  th e  100+  
p a g e  b ill.
A s  th e  P re s id e n t o f  th e  R e tire d  P u b lic  E m p lo y e e s  o f  A la s k a , I have  
a tte n d e d  m a n y  o f  th e  P E R S /T R S  B o ard  & A S P IB  m e e tin g s  in re c e n t  
y e a rs . I h ave  w a tc h e d  th em  w o rk  a n d  I ’ve  p a rtic ip a te d  e x te n s iv e ly  in 
th e ir  m e e tin g s .
I h a v e  a tte n d e d  o r  w a tc h e d  a lm o s t a ll o f the  S e n a te  F in a n c e  and  
H o u s e  S ta te  A ffa irs  C o m m itte e  h e a rin g s  on th e  re tire e  b ills  s in c e  
th e y  w e re  in tro d u c e d . I ’ve s p e n t c o u n tle s s  hou rs  d is c u s s in g  issu es  
s u rro u n d in g  re tire e  le g is la tio n  w ith  n u m e ro u s  p eo p le . E v e ry o n e  I ’ve  
ta lk e d  to  th in k s  th e  s y s te m  n e e d s  c h a n g e  an d  R P E A  a g re e s . B u t  
c itiz e n s  a re  a s k in g  th a t th e  p ro b le m  a re a s  be c le a rly  & a c c u ra te ly  
id e n tif ie d , and  re s p o n s ib le  v ia b le  o p tio n s  be s tu d ie d  & d is c u s s e d  
b e fo re  w e  try  to  d e s ig n  fix e s .
H e re  a re  s o m e  o f  m y o b s e rv a tio n s .

1. T h e  S ta te ’s c o n tra c te d  a c tu a ry  m a d e  s ig n ific a n t e rro rs  in 
ju d g m e n t a n d  in c a lc u la tio n s , th a t resu lted  in s e rio u s ly  
u n d e rs ta tin g  th e  c u rre n t an d  fu tu re  lia b ilities  o f  th e  re tire e  
s y s te m s . [A  fe w — m o rta lity  ta b le s , s a la ry  s c h e d u le s , m ed ica l 
b e n e fits , s ta tu to ry  c h a n g e  im p ac ts ]

2. B e c a u s e  o f  th e  s ig n ific a n t e rro rs  b eg in n in g  in th e  m id -9 0 's , the  
a c tu a ry ’s  a d v ic e  to th e  P E R S /T R S  B o ard  re s u lted  in ths  
a d o p tio n  o f  a rtif ic ia lly  lo w  ra tes , a t a tim e  w h e n  fu ll fu n d in g  
w o u ld  h ave  re s u lted  in a m u ch  lo w e r s h o rtfa ll to d ay .

3. M a n y  u n fu n d e d  “ b e n e fit  e n h a n c e m e n ts "  c re a te d  by the  
le g is la tu re  o r e m p lo y e rs  o v e r th e  years , have  re s u lted  in 
s ig n if ic a n t u n in te n d e d  lia b ilit ie s  fo r the  re tire m e n t s y s te m . 
T h e s e  " u n fu n d e d  e n h a n c e m e n ts ” re fe r to  an y  law , re g u la tio n  
o r p ra c tic e  th a t a llo w s  an  e m p lo y e e  to c a p tu re  a b e n e fit that is 
n o t fu lly  a c tu a ria lly  fu n d e d . M a n y  a re  le g is la tiv e  d e c is io n s , 
[a llo w in g  lo ca l g o v e rn m e n ts  & d is tr ic ts  to  p ro v id e  re tire m e n t  
b e n e fits  to  e le c te d  o ffic ia ls  w ith  m in im a l sy s te m  c o n trib u tio n s ;  
a llo w in g  le g is la tiv e  s ta ff  to  “ v e s t"  in th e  re tire m e n t sy s te m  
w ith  fu ll b e n e fits  w ith  m in im a l c o n trib u tio n s . S o m e  o th e rs  are  
th e  re s u lt o f lo ca l g o v e rn m e n t d e c is io n s , su ch  as a llo w in g  
s e n io r  e m p lo y e e s  s ig n if ic a n t o v e rtim e  p ay  d u rin g  the  3 h igh



y e a rs , o r p ay in g  e m p lo y e e  b o n u s e s  to  e n c o u ra g e  re tire m e n t, 
s ig n if ic a n tly  in c re a s in g  th e  e m p lo y e e 's  re tire m e n t p ay .

4. O n e  e x a m p le  in a re c e n t h e a rin g  is th e re  a re  a b o u t 20 lo c a l 
e le c te d  o ffic ia ls , in ju s t  o n e  lo c a tio n , th a t  a re  m a k in g  m in im a l 
p a y m e n ts  in to  th e  re tire m e n t s y s te m , b u t th e s e  o ffic ia ls  w ill be  
e lig ib le  fo r  fu ll re tire m e n t b e n e fits . M u ltip ly  th is  im p a c t a ro u n d  
th e  S ta te .

I f irm ly  b e lie v e  th a t b e n e fits  th a t a re  n o t fu lly  fu n d e d , m u s t n o t be a llo w e d .

T h e  lo g ic a l q u e s tio n  is if  th e s e  law s and  ru les  w e re  c h a n g e d  to  d is a llo w  th e  
u n fu n d e d  b e n e fits , h o w  m u ch  m o n e y  w o u ld  be s a v e d ?  W o u ld  th e re  e ven  
be A  N E E D  to  c o n s id e r th e  d ras tic  m o v e  to  a d e fin e d  c o n tr ib u tio n  s y s te m ?  
If  yo u  re v ie w  th e  m in u te s  o f  th e  P E R S  & T R S  m e e tin g s  la s t fa ll w h e n  th e y  
d id  n o t re c o m m e n d  a n e w  D e fin e d  C o n tr ib u tio n  p la n , th e y  b e lie v e d  th e re  
w e re  m a n y  o th e r  o p tio n s  th a t th ey  w e re  n o t a llo w e d  to  p u t fo rth  & s tu d y , 
th a t  c o u ld  p u t th e  re tire m e n t s y s te m  on s o u n d  fo o tin g . S o m e  o p tio n s  
in c lu d e  in c re a s in g  the  e m p lo y e e  c o n trib u tio n  to  th e  fu n d , re d u c in g  th e  
e m p lo y e r  S u p p le m e n ta l B en e fits  S ys tem  c o n tr ib u tio n s , ra is in g  th e  n u m b e r  
o f  y e a rs  o f  s e rv ic e  b e fo re  v e s tin g , a n d  o f  c o u rs e  a d ju s tin g  th e  h e a lth  
b e n e fits  p a c k a g e . T h e s e  & o th e r o p tio n s  need  to  be fu lly  s tu d ie d  &  
c a re fu lly  c o n s id e re d  B E F O R E  a d o p tin g  a n ew  T ie r.

Y o u ’ve b een  to ld  th e re  has  been  fin g e r  p o in tin g  b e tw e e n  th e  re tire e  B o a rd s  
in re c e n t y e a rs . T h a t s im p ly  is n o t tru e . T h e  th re e  B o a rd s  m e e t jo in t ly  a t  
le a s t s e v e ra l t im e s  each  y e a r & w o rk  v e ry  c o o p e ra tiv e ly . In fa c t, m a n y  o f  
th e  d e c is io n s  by th e  P E R S /T R S  B o a rd s  th a t dea l w ith  th e  “c o s t s a v in g s ” o r  
lia b ility  s id e  o f  th e  e q u a tio n , h ave  p o s itiv e ly  a ffe c te d  th e  fu n d  s ta tu s .

•  M o s t o f  yo u  have  p ro b a b ly  h eard  a b o u t th e  e d u c a tio n  p ro g ra m  on  
g e n e r ic  d ru g s  lh a i is n o w  s a v in g  $ 5 -6  M illio n  a y e a r by e n c o u ra g in g  
re tire e s  to  use  g e n e ric  vs . b ran d  n am e  m e d ic a tio n s , a n d  a ls o  h av in g  
p re s c r ip tio n s  filled  by m a il o rd e r, re s u ltin g  in fu rth e r  s a v in g s  to  th e  
S ta te .

•  Y o u  p ro b a b ly  h a v e n ’t h eard  a b o u t th e  s a v in g s  to th e  S ta te  in th e  
T e rm  L ife  In s u ra n c e  P ro g ra m . R e tire e s  and  th e  S ta te  h ad  been  
o v e rp a y in g  p re m iu m s  & fe e s  to th e  firm  a d m in is te r in g  th e  re tire e  s e lf  
fu n d e d  p ro g ra m  fo r y e ars . T h is  p ro b le m  w a s  id e n tifie d  a fte r  p ro b in g  
o f the  P E R S /T R S  B o ard  m e m b e rs , a n d  th e  fe e s  to the  S ta te  &  th e  
re tire e  p re m iu m s  s ig n ific a n tly  re d u c e d .

■ P E R S /T R S  re tire e s  fo r  yea rs  w e re  p ay in g  m o re  th an  n e c e s s a ry  in to
the s e lf  fu n d e d  re tiree  D e n ta l/A u d io /V is u a l P lan . B y p u s h in g  fo r  
a c c u ra te  e x p e n s e  in fo rm a tio n  on  th e  p lan , th e  B o a rd s  re c o m m e n d e d  
th e  S ta te  in c re a s e  the b e n e fits . T h e  p lan  c o n tin u e d  to  m a k e  th e s e  
in c re a s e d  re im b u rs e m e n ts  fo r 3 ye a rs  b e fo re  the  p re m iu m s  h ad  to be  
in c re a s e d . T h e s e  e ffo rts  b o u g h t lo ts  o f g o o d  w ill fro m  th e  re tire e s  
fo r th e  s y s te m ’s a tte m p ts  to  ho ld  d o w n  re tire e  e x p e n s e s .

•  R P E A  m e m b e rs  c o n tin u e  to w o rk  d ilig e n tly  w ith  th e  P E R S /T R S  
B o a rd s  to id e n tify  re s p o n s ib le  c o s t s a v in g s . T h e ir  n e x t m e e tin g  is 
M o n d a y , A p ril 25 . W e  w ill be d is c u s s in g  o p tio n s  th a t c o u ld  s a v e  the  
re t ire m e n t sys tem  m illio n s  m o re , if th e  B o ard  re c o m m e n d a tio n s  are  
fo llo w e d . C o m o  see  y o u r B o a rd s  do th e ir  w o rk .



A n o th e r  im p o rta n t d e c is io n  w a s  m ad e  by th e  P E R S /T R S  B o a rd s  severed  
ye a rs  a g o . A fte r  re c e iv in g  th e  d is tu rb in g  n ew s  in th e  e a rly  2 0 0 0 ’s  the  
fu n d s  th a t h ad  b een  o v e r 100%  fu n d e d  w e re  n o w  p ro je c te d  to  be less  
th an  8 0 %  fu n d e d , th e  B o a rd s  a s k e d  fo r a s e c o n d  o p in io n  fro m  a n o th e r  
a c tu a ry . T h is  s e c o n d  a c tu a ry  re p o rt p o in te d  o u t s o m e  s ig n if ic a n t  
p ro b le m s  w ith  p re v io u s  a c tu a ry  a s s u m p tio n s , an d  th e s e  p ro b le m s  h ave  
b een  c o rre c te d .

O u r b e lie f  is th a t s o m e  s ig n ific a n t s o lu tio n s  to  c o s t c u ttin g  s till h ave  n o t 
b een  id e n tif ie d . M o s t e m p lo y e e s  u n d e rs ta n d  the  c u rre n t fu n d in g  g a p  an d  
w o u ld  be m o re  th an  w illin g  to  o ffe r  in fo rm a tio n  an d  s u g g e s t p o te n tia l 
s o lu tio n s  to  th is  p ro b le m . B rin g  th e m  to  the  ta b le  an d  a s k  th e ir  h e lp .

E v e ry o n e  in v o lv e d  w ith  th e  s y s te m  has  id e n tifie d  h e a lth  c a re  c o s ts  as  one  
o f th e  p r im a ry  c u lp rits  in th e  fu n d in g  s h o rtfa ll. S k y ro c k e tin g  h e a lth  c a re  
c o s ts  a re  a n a tio n a l c ris is  a n d  a re  b eh in d  the  m a ss iv e  in c re a s e s  in 
M e d ic a re , M e d ic a id , & W o rk e r  C o m p e n s a tio n  co s ts  as w e ll. T h e re  is 
n o th in g  th e  e m p lo y e e s , the  e m p lo y e rs , th e  re tire e s , o r a n y  o f  th e  3 B o a rd s  
h ave  d o n e  to  c a u s e  th is  p ro b le m . U ntil A L L  O F  US p u t p re s s u re  on  
C o n g re s s  a n d  th e  h ea lth  c a re  in d u s try  to  m a ke  c h a n g e s , w e  w ill be s tu c k  
w ith  re le n tle s s  p re s s u re  on th e  re tire m e n t fu n d s .

W e  a g re e  th a t th e  e m p lo y e rs  do  n eed  re lie f  th is  y e a r an d  th e  n e x t y e a r  in 
m e etin g  th e ir  f in a n c ia l o b lig a tio n s  to th e  re tire m e n t fu n d s . Y o u  d o n ’t n eed  
to  p ass  th is  b ill to  p ro v id e  th a t fu n d in g . T h is  bill p o ses  s ig n if ic a n t P u b lic  
P o lic y  q u e s tio n s . E very  A las k a  c itize n  w ill be a ffe c te d , n o t ju s t  p u b ic  
e m p lo y e e s . Y o u  n eed  to g e t the  p u b lic  b u y -in  fo r  s u c h  m a jo r c h a n g e s .
T h a t w ill be im p o s s ib le  a t th is  la te  d a te  in the s e s s io n . L is te n  to o u r fr ie n d s  
@  A A R P  &  to  o th e rs  w h o  urge you n o t to  pass  SB  141 th is  s e s s io n . Y ou  
n e e d  to  ta k e  th e  tim e  to lo o k  a t re a s o n a b le , v ia b le  o p tio n s . T h e  fin a l re p o rt  
by th e  M ic h ig a n  a c tu a ry  firm  s h o u ld  p ro v id e  you  a d d itio n a l in fo rm a tio n  on  
y o u r n e x t s te p s  fo r a s o lu tio n . In v ite  a ll the s ta k e h o ld e rs  to th e  tab le  
d u rin g  th e  in te r im  to c o m e  up w ith  a p lan .

W e  are  h e re  to d a y  b e c a u s e  w e  w a n t a v ia b le  sys tem  th a t w ill m e e t the  
n e e d s  o f  o u r  k id s , o r g ra n d k id s , an d  all fu tu ro  A la s k a n s . T h a n k  y o u  ag a in  
fo r  th e  o p p o rtu n ity  to  tes tify .
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«//or Mark Iiuijivh
D ep a rtm en t o f  E m p lo y ee  R e la t io n s

November 19, 2004

Public Em ployees’ Retirement Board 
PO Box 110203 
Juneau, AK 99811-0203

Members o f  the Public Employees Retirement System Board:

The Municipality of Anchorage has followed the TIER IV development over the past 
year with much anticipation o f  and interest in the outcome. The Municipality is the 
second largest PERS employer, second only lo the State o f  Alaska, and the decision made  
by the Board will potentially have significant impact on the Municipality o f  Anchorage  
and its future employees. As ti e TIER IV design concept approaches finalization, the 
Municipality o f  Anchorage would like to offer an opinion on the two options before the 
Board for consideration. The Municipality o f  Anchorage strongly urges the Board adopt 
the "Second Alternative” or Defined Contribution Alternative as the final TIER IV 
design. 'Hiis design holds the least liability for employers going forward while still 
offering a competitive retirement product for our future employees.

The Municipality o f  Anchorage thanks the TIER Committee and the Board for its diligent 
efforts on behalf o f  the Municipality and its PERS employees.

Sincerelv,

Director. Employee Relations
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Commun it if. Security, Prosperity



Hire Data '
Age nl hire 
Agu nl icliicmcnl 
Subu.tjy Start Ago 
Sorvico

Salary
Wagu Inllalion

(IDA contribution rale 
I IRA accumulation rate

Subsidy Base (7/1/2003) 
Subsidy Index 
Subsidy percent

ItRA l:und at retirement 
Tol'il roliioo conlnhulion 
Net rullreo cost (w/HnA ini)

7/1/2005
25
55
60
30

$42,245
3.0°

1.0'S
8.25%

$5,962
5%

90%

$69,975
$336,970
$262,959

End of
Yoar HRA

Duration Ago Salary Conlribulion Balance
25
26 
27 
26 
29

6 30
3t
32
33

10 34
11 35
12 36
13 37
14 36
15 39
lu 40 
17 41
111
19
20 
21
oo
23
24
25

42
43
44
45
46
47
48
49

26 50
27 51
26 52
29 53
30 54

542,24- 
S43.512 
544,810 
$46,162 
$17,547 
$48,974 
$50,443 
$51,956 
$53,515 
$55,120 
$56,774 
$58,477 
$60,231 
$62,038 
Su3,899 
$05,616 
567,791 
$69,825 
$71,9'9 
$74,0/7 
$76,299 
S/8,538 
$80,946 
5B3.374 
$85,875 
$1)8,45? 
$91,105 
Sn3,838 
S96.654 
$99,553

$422
$435
$448
$462
$475
$490
$504
S520
S535
$551
$566
$505
$602
S620
$639
$650
S678
$698
S719
S74I
$763
$786
SB09
S834
S859
$685
$911
$938
$96/
$996

$440 
$929 

$1,471 
$2,073 
$2,739 
53,474 
$.;.?80 
$5,180 
56,164 
$7,246 
58,435 
S9.739 

$11,169 
$12,736 
S14.451 
$16,328 
S18.JB1 
$20,624 
$23,073 
S25.748 
S28.606 
$31,848 
535.316 
$39,099 
543.210 
$47,704 
S52.5B8 
S57.0O2 
$63.68) 
569.975

Assumos padicipanl retires from systom and is receiving syslem sponsored benefits
Assumes only uso ol HRA lunds is lo pay lor Mel (aflor subsidy il applicable) retiree premium contributions
Assumes 30 years lo normal rolircmont
Assumos demographic composition ol pre*Mcdicarc retiree group docs not change Irom current

All oslimalos, based upon the Information available at a point In lime, aro subject lo unforeseen and random 
events. Therefore any projoclion must bo inlorprelod as having n likely range ol variability from the uslimnlo.

Gross Retiree 
Premium Cost

$537,7)7

31 55 SO 50
32 50 $0 so
33 57 SU 50
34 58 SO $0
35 59 SO $0
36 60 SO $0
3 / lit 50 so
38 63 SO SO
J9
40

63
64

$0
sO

$0
$0

$31,268
$ 0
50
$0
$0
$0
$0
$0
5 0
$0

Pro MC 
Composilo 
Premium

Pro MC 
Composilo 

Trend

Rolirco
Moil/Rx

Premium
$7,318 1.23 SO
SO, 107 1.11 $0
$8,937 1.10 SO
$9,002 1.10 SO

$10,695 1.09 SO
$11,608 1.09 SO
$12,532 1.08 SO
$13,456 1 0 / SO
$14,369 1.07 SO
$15,258 1.06 SO
$16,112 1 06 so
$16,918 1.0b so
$17,764 1.05 So
$18,652 1.05 so
$19,585 1.95 so
$20,564 1.05 so
$21,592 1.05 $0
$22,6/2 1.05 SO
S23.B05 1.05 SO
$24,995 1.05 SO
526,245 1.05 so
$27,558 1.05 so
528,936 1.05 SO
$30,302 1.05 so
S31.90! 1 05 so
S33.4M 1.05 so
S35.171 1 Ob so
$38,930 1 05 so
$18,776 1 Ub so
S40.716 1 IJ8 so
$42,761 1 U5 $42,751
541,886 1 Ob $44,888
SI/,133 1 05 $47,133
549,400 1 OS $49,490
$51,964 1.05 $81,904
Sf.4,502 1 05 $84,502
Sb/,?D0 1 05 $57,290
SuO.lBfl 1 05 S60.155
$63,163 1 OS $63,103
$66,321 1 05 $66,321

Total Stale
Subsidy

$200,739

Subsidy Relireo
Rase Subsidy
$7,318 
57,684 
$8,068 
$8,471 
58,895 
59,340 
$9,807 

510,297 
510,012 
$11,362 
S '1,920 
SI2.5IU 
$13,142 
SI 3,799 
SI 4,469 
$15,213 
515,9 ’ 4 
SI 6,773 
S17.611 
SIB,492 
S19,416 
$20,387 
$21,407 
$22,477 
$?3,60l 
$24,781 
$26,020 
$27,321 
$28,087 
530.121

$0
SO
SO
$0
SO
SO
SO
SO
SO
50
$0
SO
SO
?0
$0
Su
$0
so
so
$0
so
so
so
so
$0
$0
$0
so
so
so

$31,627 
$33,240 
$34,Uf 9 
$36,61? 
$30,443 
$40,365 
$42,383 
$14,50.1 
$10,728 
$49,004

so
so
so
so
so

$36,329 
$38,145 
$40,052 
$ I2.055 
<14,158

Tolal HRA 
Stiond

$74,019

Retiree
Bog of 

Yoar HRA HRA
Conlribulion Balanco Spend

$0 SO SO
SO SO so
$0 SO SO
SO SO $0
SO SO $0
SO SO $0
SO SO so
SO <0 so
$0 $0 SO
SO SO $0
SO SO so
CO SO so
SO SO so
$0 SO CO
SO so $1)
SO so SO
so so SO
$0 sc so
so so : g
so so so
$0 so so
$0 so so
so so so
$0 so so
50 $0 so
so so so
so SO so
So so so
JO so 50
50 so so

$12,751 569.075 SI 2,751
$44,01)8 S31,2MB S31.2GB
SI 7.133 $0 SO
$49,490 SO f !
$51. * 4 so So
$16,234 $0 $u
SI 0.145 SJ $0
$20,10? so $0
$21,108 SO SO
$22,163 SO so

Mercer Human Resource Consulting

Hun Dale: 4/12/20*3
Slate ol Alaska ©



Projected  Values lor  Health R eim bursem ent A ccounts

J. PERS “other” early hire -  1 %  ILRA
2. PERS “other” early hire -  2%  HRA
3. PERS “other” late hire -  1 % HRA
4. PERS “other" late hire -  2% HRA
5. PERS “other” with spouse late hire -  2% HRA
6. PERS police/ Tire early hire -  1% HRA
7. PERS police/ fire early hire -  2%  HRA
8. PERS police/ fire late hire -  1 % HRA
9. PERS police/ fire late hire - 2%  HRA
JO, PERS police/ fire with spouse late hire -  2%  HRA
11. TRS early hire -  1 %  HRA
12. TRS early hire -  2% HRA
13. TRS late hire -  1% HRA
14. TRS late h ire- 2 %  HRA
15. TRS late hire with spouse -  27c HRA



State of Alaska Public Employees' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Number of Active Members________
Valuation

Year

2003

Fiscal
Year Tier 1 Tier 2 Tier 3 Tier 4 Total

2006 8,814 9,747 15,503 m 34,064

2004 2007 8,047 8,982 13,585 3,790 34,404

2005 2008 7,405 8,317 12,108 6,919 34,749

2006 2009 6,774 7,70 7 10,932 9,683 35,096

2007 2010 6,186 7,130 9,982 12,150 35,448

2008 2011 5,629 6,580 9,189 14,404 35,802

2009 2012 5,102 6,053 8,483 16,522 36,160

2010 2013 4,596 5,541 7,828 18,556 36,521

2011 2014 4,116 5.060 7,221 20.490 36,887

2012 2015 3,657 4,598 6.662 22,338 37,255

2013 2016 3,227 4.163 6,142 24,096 37,628

2014 2017 2,823 3,759 5,662 25,760 38,004

2015 2018 2,442 3,351 5,209 27,382 38,384

2016 2019 2,088 2,970 4,785 28,925 38,768

2017 2020 1,765 2,612 4,387 30,392 39,156

2018 2021 1,466 2,286 3,998 31,797 39.547

2019 2022 1,204 2,003 3.604 33,132 39,943

2020 2023 971 1,739 3,229 34.403 40,3-42

2021 2024 769 1,499 2,876 35,601 40.745

2022 2025 602 1,281 2,551 36,719 41,153

2023 2026 457 1,087 2,248 37,773 41,565

2024 2027 342 914 1,965 38,759 41,980

2025 2028 251 761 1,726 39,662 42,400

2026 2029 176 629 1,516 40,503 42,824

2027 2030 121 513 1,324 41,294 43.252

2028 2031 82 413 1,147 42.043 43,685

Projected Salaries

Tier 1 Tier 2 Tier 3 Tier 4 Total

445.612.413
467,087,982
443,170.178
424,502.518
403,437,555
382,811,771
361,864,984
340,672,881
318,726,365
296,324,286
273.207,199
250,100,955
227,013,934
203,568.141
180.221,422
157,594.474
135,374,479
114,803.685
95,361,469
77,984,925
62.993.027
49,492,319
38.098,152
28.813.450
20,882,176
14,715,638

444,684,916
466,115,785
450,811,828
437,058,318
423,347.289
408,881,345
393,298,549
377,023,399
359,035,502
341,498,361
322.670,777
303,593,105
285,172,271
263,142,249
241,135,972
219,036,817
198.287,761
180,436,391
162,631.692
145,383,837
128,788,268
113,259,938
98,589,336
85.087.382
72,578,868
61.276.477

570,485,671
597,979,304
555,400,922
524,190,528
500,700,859
482,626,935
468,217,939
454,701,421
440,790.891
426,172,270
411.338.155 
395,776,219 
380,239,911
364.638.155 
349,270,550 
334.095,610 
316,989,771 
295,789,651 
274,183,515 
2 5 2 / 06,495

1,466,581
210.793,089
190,319,061
173,172,799
157,741,958
142,887,499

135,653,981 
258.937,144 
379,263,597 
497,736,648 
617,020,112 
739,749,209 
868,339,057 

1,001,713,372 
1,140,931,235 
1,285,453,959 
1,435,170,115 
1,592,183,766 
1,754,077,565 
1,921.529.873 
2,095,331,’’48 
2,275,266,070 
2,461,558,447 
2.653.379.532 
2.850,292,445 
3.053.333,799 
3,262,437,964 
3,475,706,069 
3,693,564,973 
3.918,714.657

1.460.783.000 
1,531,183,071
1.585.036.909
1.644.688.508 
1,706.749,300
1.772.056.699 
1.840,401,584
1.912.146.910 
1,986,891,815 
2,065,708,289 
2,148,147,366 
2,234,924,238 
2,327,596,231 
2,423,532,311
2.524.705.509 
2,632,256,774 
2.745.983,259 
2,866,295,797 
2,993,735,123 
3.129,154,789 
3,273,540.321
3.426.879.1 ̂ 5 
3.589.444,513
3.762.779.700 
3,944.76/,97b 
4.137,594,271

Z



State of Alaska Teachers' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Annual Payment To Past Service Cost (OOP's)* Present Value of Past Service Cost Payments (OOP's)”
Valuation

Year
Fiscal
Year Tier 1 Tier 2 Tier 3 Total Tier 1 Tier 2 Tier 3 Total

Valuation
Year

Fiscn
Year

1^6,641,180 234,981 556,468 fL292,193 ' 2,083,642
2003 2006 - - - - * - 2003 2006
2004 2007 6,980 9,593 • 16,573 6,197 8,518 - 14,715 2004 2007
2005 2008 17,788 24,905 3,006 45,699 14,590 20,427 2,465 37,482 2005 2008
2006 2009 25,439 39,182 10,938 75,559 19,275 29,688 8,288 57,251 2006 2009
2007 2010 32,308 52,810 22,625 107,743 22,614 36,965 15,837 75,416 2007 2010
2008 2011 37,667 65,879 38,629 142,175 24,356 42,598 24,978 91,932 2008 2011
2009 2012 41,798 78,123 59,033 173,954 24,967 46,666 35,263 106,896 2009 2012
2010 2013 44,603 90,110 84,663 219,376 24,612 49,724 46,718 121,054 2010 2013
2011 2014 41,368 91,262 104,203 236,833 21,088 46,521 53,118 120,727 2011 2014
2012 2015 36,134 89,494 122,882 248,510 17,016 42,143 57,866 117,025 201? 2015
2013 2016 32,120 86,133 142,453 260,706 13,973 37,469 61,970 113,412 2013 2016
2014 2017 28,198 82,184 163,044 273,426 11,332 33,027 65,521 109,880 2014 2017
2015 2018 24,584 78,105 184,063 286,752 9,126 28,995 68,331 106,452 2015 2018
2016 2019 21,092 73,696 205,866 300,654 7,233 25,274 70,601 103,108 2016 2019
2017 2020 17,728 68,979 228,378 315,085 5,616 21,853 72,352 99,821 2017 2020
2018 2021 14,436 64,019 251,717 330,172 4,225 18,736 73,668 96,629 2018 2021
2019 2022 11,255 58,561 276,071 345,887 3,043 15,832 74,638 93,513 2019 2022
2020 2023 8,295 52,544 301,457 362,296 2,072 13,123 75,290 90,485 2020 2023
2021 2024 5,958 45,885 327,731 379,574 1,375 10,587 75,614 87,576 2021 202;
2022 2025 4,243 40,041 353,458 397,742 904 8,534 75,335 84,773 2022 2025
2023 2026 3,018 34,630 379,047 416,695 594 6,818 74,631 82,043 2023 2026
2024 2027 2,077 28,560 405,767 436,404 378 5,195 73,803 79,376 2024 2027
2025 2028 1,412 21,9/2 431,092 454,476 237 3,692 72,434 76,363 2025 2028
2026 2029 634 13,123 312,993 326,750 98 2,037 48,582 50.717 2026 2029
2027 2030 297 9,099 264,947 274,343 43 1,305 37,991 39,339 2027 2030
2028 2031 129 5,595 203,072 208,796 17 741 26,899 27,657 2028 2031

Total 459,561 1,304,484 4,877,135 6,641,180 234,981 556,468 1,292,193 2,083,642

• Fxpocted employer contributions paid during liscal year ** Expected employer contributions during liscal year, discounted to June 30,2003 at 8.25%



Stale of Alaska Teachers' Retirement System 
Projections Based on July 1, 2003 Valuation 
Population Growth 1 Percent

Number ol Active Members
Valuation Fiscal

Year Year Tier 1 Tier 2 Tier 3 Total

2003 2006 3,533 6,342 ■9,875
2004 2007 3,250 5,878 846 . 9,974
2005 2008 2,778 5,474 1,821 10,073
2006 2009 2,461 5,113 2,600 10,174
2007 2010 2,165 4,794 3,317 10,276
2008 2011 1,903 4,499 3,977 10,379
2009 2012 1,655 4,224 4,604 ,0,483
2010 2013 1,421 3,960 5,206 10,587
2011 2014 1,180 3,701 5,812 10,693
2012 2015 1,002 3,408 6,390 10,800
2013 2016 842 3,115 6,951 10,908
2014 2017 703 2,841 7,473 11,017
2015 2018 579 2,575 7,973 11,127
2016 2019 468 2,320 8,451 11,239
2017 2020 368 2,075 8,908 11,351
2018 2021 278 1,831 9,356 11,465
2019 2022 201 1,586 9,792 11,579
2020 2023 142 1,336 10,217 11,695
2021 2024 99 1,125 10,588 11,812
2022 2025 70 940 10,920 11,930
2023 2026 47 745 11,257 12,049
2024 2027 32 548 11,590 12,170

2025 2028 21 462 11,809 12,292

2026 2029 12 389 12,013 12,414

2027 2030 7 321 12,211 12,539

2028 2031 4 260 12,400 12,664

Projected Salaries
Valuation Fiscal

Tier 1 Tier 2 Tier 3 Total Year Year

■224,321,356 308,308,644
•

532,630,000 2003 2006
234,219,606 321,912,859 - 556,132,465 2004 2007
223,184,546 312,480,238 37,711,792 573,376,576 2005 2008
197,505,616 304,204,838 84,924,658 586,635,112 2006 2009
181,302,565 296,350,944 126,966,178 604,619,687 2007 2010
165,278,628 289,067,834 169,500,401 623,846,863 2008 2011
150,568,581 281,424,078 212,655,302 644,647,961 2009 2012
135,653,981 274,058,655 257,489,490 667,202,126 2010 2013
120,738,837 266,359,405 304,130,800 691,229,042 2011 2014
104,129,396 257,896,541 354,113,311 716,139,240 2012 2015
91,516,579 245,407 254 405,873,541 742,797,374 2013 2016
79,515,576 231,752,432 459,769,165 771,037,173 2014 2017
68,718,148 218,322,646 514,504,374 801,545,168 2015 2018
58,527,452 204,500,661 571,260,238 834,288,351 2016 2019
48,901,037 190,275,091 629,969,112 869,145,240 2017 2020
39,625,543 175,721,394 690.920,442 906,267,379 2018 2021
30,763,576 160,070,010 754,611,837 945,445,423 2019 2022
22,597,174 143,143,575 <321,249,702 986,990.451 2020 2023
16,196,454 124,733,989 890,898,931 1,031,829,374 2021 202a
11,524,721 108,766,612 960,136.374 1,080,427,707 2022 2025
8,200,329 94,088,348 1,029,847.409 1,132,136,086 2023 2026
5.650.344 77,695,776 1,103,866,284 1,187,212,404 2024 2027
3,869,034 60,221,757 1,181,532,316 1,245,623,107 2025 2028
2.535.473 52.493.844 1.251.970.579 1,306,999,896 2026 2029
1,484,959 45,493,666 1,324,737,179 1,371,715,804 2027 2030

887,477 38.582.813 1,400.496,073 1,439.966,363 2028 2031

4



HI Katie:
1 wanted to let you know that Mercer has costed Lhe medical benefits for House CS for 
CS for Senate Bill No. 141 (STA)

Mercer states, "wc have analyzed the expected liabilities associated with the new tier 
described in House Bill 238 medical provisions. The analysis is based on tlie following: 

Coverage is available only to members who retire from the System 
at normal retirem ent (age 60 with 10 years of service) or after 30 years of service.

Members or their spouses who are less than age 60 pay the full cost for their
coverage.

Upon reaching age 60. members (or their spouses) are ellglbe for System- 
subsidized medical coverage. They will receive a defined subsidy am ount based on 
Medicare eligibility sta tus and service duration (3% per year of service, up to 30 years). 
Based on these provisions we estimate that the current normal cost rate (as a 
percentage of total payroll) will be 1.0% for TRS and 1.1% for PERS."

It took longer because I asked Mercer to run the models again. Please let me know if 
you have any questions. Thanks.

Melanie Millhorn, Director 

State of Alaska

Department of Administration - Division of Retirement & Benefits 

PO Box "10203 

Juneau, AK 99811-0203 

(907) 465-4408 (voice)

(907) 465- 655 (fax)

(800) 821-2251 Toll-Free

Confidentiality Statement

This message (including any attachments) contains confidential information intended for a 

specific individual and purpose, and is protected by law. If you are not the intended recipient, you 

should delete this message. Any disclosure, copyinq, or distribution cf this message, or the taking 

of any action based on it, is strictly prohibited.



Hiro Dalo 
Age nl hire 
Ago nl loiircmonl 
Subsidy Slarl Ago 
Sorvico

7/1/2003
 50
 60
 60

10

Subsidy Bo so Pro MC 
Subsidy Baso MC EliQiblo 
Subsidy Indox 
Discount Rato 
I IB 236 Subsidy porcont 
SB 141 Conlubulion porcur

.' $5.062
$2,903

' 6%
B.25%|

30%
30%

Duration Ano

Valuation
Modical
Claim
Cost

Modical
Trend
Factor

Modical
Aging
Factor

Valuation 
Rx Claim 

Cost
Rx Trend 

Factor
Rx Aging 

Factor

Valuation 
Total Claim 

Cosl
1 50 $3,998 10.0% 2.5% $704 15.0% 3.5% $0
2 51 $4,508 9 5% 2.5% $934 14 0% 3.5% $0
3 52 $5,060 9.0% 2.5% $1 102 13.0% 3.5% $0
4 53 $5,653 0.5% 2.5% $1,288 12.0% 3.5% $0
5 54 $6,287 0.0% 2.5% $1,494 11.0% 3.5% $0
6 55 $6,960 7.5% 3.5% $1,716 10.0% 3.0% $0
7 56 $7,744 7.0% 3.5% $1,944 9 0% 3.0% $0
6 57 $0,576 6.5% 3.5% $2,183 8.0% 3.0% $0
9 58 $9,453 6.0% 3.5% $2,428 7.0% W " $0

10 59 $10,371 5.5% 3.5% $2,676 6 0% 3.1 $0
11 60 $11,324 5.0% 3 5% $2,922 5.0% 30 $14,246
12 61 $12,306 5 0% 3.5% 53,160 5.0% 3 0% $15,466
13 62 S13.374 5 0% 3.5% $3,417 5 0% 3.0% SI 6,791
14 63 $14,534 5.0% 3.5% $3,696 60% 3 0% SI 0,230
15 64 $15,795 5.0% 3.5% $3,997 5 0% 30% $19,792
16 65 $3,198 5.0% 4.0% $3,382 5 0% 15% $6,560
17 66 $3,492 5 0% 4.0% $3,604 5.0% 1.5% $7,096
10 67 $3,813 50% 4.0% $3,841 5.0% 1.5% 57.655
19 66 $4,164 5 0% 4.0% $4,094 50% 1.5% $8,258
20 69 $4,547 5 0% 4.0% $4,363 5.0% 1.5% $8,910
21 70 $4,966 5.0% 40% $4,650 5.0% 1 5% $9,616
22 71 $5,422 50% 4.0% $4,956 5 0% 1 5% $10,378
23 72 $5,921 5 0% 4.0% $5,282 5 0% 1.5% $11,203
24 73 $6,466 5 0% 4.0% $5,629 5.0% 1.5% $12,095
25 74 $7,061 5 0% 4.0% $5,999 5 0% 1.5% $13,060
26 75 $7,711 5 0% 1.5% $6,393 5 0% 0 5% $14,104
27 76 $8,2ie 5 0% 15% $6,747 5 0% 05% $14,964
28 77 $8,758 5 0% 1.5% $7,119 5 0% 0 5% $15,877
29 76 $9,334 5 0% 1.5% $7,513 5 0% 0 5% $16,846
30 79 $9,917 5 or. 1.5% $7,928 5 0% 0 5% $17,075
31 6u $10,601 5 0% 1.5% $8,366 5 0% 0 5% $18,967
3? 81 511,296 5 0% 1 5% $8,828 5 0% 0 5% $20,126
33 82 $12,041 5 0% 15% $9,316 5 0' 0 5% $21,357
34 83 $12,833 5 0“ 1.5% $9,830 5 0% 0 5% $22,b63
35 04 $13 677 5 0“ . 1.5% $10,374 5 0% 0 5% $24,050
36 65 $14,576 5 0% 0 5% $10,947 5 0% 0 0“ . $25,523
37 06 $15,381 5 0% 0 5% $11,494 6 0% 0 0% $26 075
36 0/ $16,231 5 0% 0 5% $12,069 5 0 ‘t. 0 0% $20,300
39 80 $17,128 5 0' . 0 6% $12,672 50% 00“ , $20,800
40 H!) $10.0/4 5 0% 0 5% $13,306 5 0% 0 0% $31,. 80
41 90 $19,073 5 0 . 0 5% $13971 5 0% 0 0’ $33,044
12 0 ‘ $2(1,127 5 0% 0 5% $14,670 5 0% O0“ $34,706
43 92 $21,239 6 0% 0 6% $15 403 6 0- 0 0% $30,642

. Motccr Human Hosou/co Consulting

Assumes participant roliros Irom system and is rocoivino syslom sponsored bonolits 
Assumes 30 yoars lo normal rotiromonl
Assumes domographlc composition ol roliroo proup doos nol change Irom curront
All eslimalos, based upon tho inlormallon available al a point In lime, are subjoct lo unlorosoon and randoi
ovonls. Thoreloro any projoclion must bo Inlorprotod as having a likoly tango ol variability Irom tho oslima

Gross Cash Flow 
Prosonl Valuo al Retirement

Houso Bill
238

Total Slato
Subsidy
$179,627
$30,220

Sonato Bill 
141

Tolol Slnlo Total Roliroo 
Subsidy Contribution 
$634,600 $279,209
$55,650 $77.619

Modical /
Pro MC MC Elig Rx Roliroo

Composite Composilo Composilo Mod/Rx
Premium Premium Trend Premium

Subsidy
Baso

Subsidy Baso Medicare
Pro-Modicaro Eligiblo

Valuation
Subsidy

Valuation Roliroo
Subsidy Contribution

$5,962 $2,903 1.11 SO $5,962 $2,903 $0 $0 SO
$6,572 $3,216 1.10 SO $6,260 $3,048 $0 SO $0
$7,200 $3,527 1.10 $0 $6,573 $3,201 $0 $0 $0
$7,865 $3,849 1.09 so $6,902 $3,361 so $0 $0
$8,536 S4.177 1.09 SO $7,247 $3,529 $0 SO SO
$9,216 $4,510 1 08 $0 $7,609 $3,705 $0 $0 SO
$9,895 $4,842 1.07 so $7,990 $3,890 $0 $0 SO

$10,507 $5,171 1.07 so $8,389 $4,085 so $0 SO
$11,221 $5,491 1.06 $0 $8,809 $4,289 $0 $0 so
$11,849 $5,798 1.06 so $9,249 $4,504 $0 $0 $0
$12,441 S6.O80 1.05 $12,441 $9,711 $4,729 $2,913 SO $12,441
$13,063 $6,393 1 05 $13,063 $10,197 $4,965 $3,059 SO $13,063
$13,716 $6,712 1.05 S13.716 $10,707 $5,213 $3,212 SO $13,716
$14,402 $7,040 1.05 $14,402 $11,242 $5,474 $3,373 SO $14,402
$15,122 $7,400 1 05 S15.122 $11,604 $5,740 $3,541 $0 $15,122
$15,879 $7,770 1.05 $7,770 $12,395 $6,035 $1,811 $4,249 $2,331
$16,672 $8,159 1.05 $0,159 $13,014 S6.337 $1,901 S4,6‘19 $2,446
$17,506 $8,567 1 05 $8,567 $13,665 $6,654 S 1,996 $5,085 $2,570
$10,381 $8,995 1.05 $8,995 S14.348 $0,980 $2,096 $5,560 S2.699
$19,300 $9,445 1 05 $9,445 $15,066 $7,336 $2,201 $6.0 7 $2,833
$20,265 $9,917 1 05 $9,917 $15,819 $7,703 $2,311 SG.60 $2,975
$21,279 $10,413 1.05 $10,413 S16.610 $8,088 $2,426 $7,254 $3,124
$22,343 $10,934 1 05 $10,934 $17,440 $8,492 S2.548 $7,923 $3,280
$23,460 $11,480 1.05 $11,480 $18,312 $8,917 $2,675 $8,651 $3,44 t
$24,633 $12,054 1.05 $12,054 $19 228 $9,362 $2,809 $9,444 $3,610
$25,864 $12,657 1 05 SI 2,657 $20,169 $9,831 $2,949 $10,307 $3,797
$27,158 $13,290 1.05 S13,290 $21,199 $10,322 S3,097 $10,977 $3,907
$20,516 $13,954 1 05 $13,954 $22,259 $10,836 $3,251 $11,691 $4,186
$29,941 $14,652 1.05 $14,652 $23,372 $11,380 $3,414 $12,451 $4,396
$31,438 S15.385 1.05 $15,385 S24.540 $11,949 $3,585 S13.260 $4,615
$33,010 $16,154 1 05 $16,154 S25.767 $12,547 $3,764 $14,121 S4.P4G
S34.G61 $16,961 1 05 $16,961 $27,056 $13,174 $3,952 $15,030 $5,080
$36,394 S17.810 1 05 S17.01O $28,409 SI 3,833 $4,150 $16,014 $5,343
$30,214 $10,700 1 Ob SIB.700 $29,829 $14,524 $•1,357 $17,053 $5,610
$■'0,124 SI 9,635 1.05 SI 9,635 $31,320 $15,250 $4,575 S1B.1G0 $5,891
$42,131 S20,b17 1 05 $20,617 $32,886 $16,013 $4,804 $19,330 $6,105
$44,237 S21.G40 1,05 $21,648 $34,531 $16,814 $5,044 S20.3B1 $6,494
$46,449 $22,730 1.05 $22 730 S3G.257 $17,654 S5.29G $21,481 $6,619
$40,771 $23,866 1 05 $23,866 $30,070 $10,537 $5,561 $22,640 $7,160
$51,210 $25,000 1 05 $25,060 $39,974 $19,464 S5.839 $23,862 S7.5III
$53,770 $26,313 1.05 $26,313 $41,972 $20 437 $6,131 $25,150 $7,094
$50,459 $27 628 1 05 $27,628 $44,071 $21,459 SO, 4 38 $26,508 $8,289
$59 ?B? $20,010 1 on $29,010 $46,275 $22 532 $6,760 $27,939 $8,703

Run Dolo 5'2'?005
Stnio ol Alaska



I lira Data 
Ago nl hlro 
Ago nl rolircmont 
Subsidy Sian Aqo 
Sorvlco

7/1/2003
_50
60
GO
10

Assumos participant reliros Irom systom and is rocaiving syslom sponsorod bonolits 
Assumos 30 yonrs to normal reliromont
Assumos domographic composition ol roliroo group doos not chango Irom curronl
All oslimalos, based upon tho information available at a point in limo, aro subject lo unloroseon and randoi
ovonls. Thoroloro any projoclion must be Intorprolod as having a likely range ol variability Irom tho cstima

Subsidy Base Pro MC 
Subsidy Baso MC Eligiblo 
Subsidy index 
Discount llalo 
MB 238 Subsidy porcont 
SB H I Contributionporcor

^'$5,982
■ - $2.903

5%
8.26%

30%
30%

Duration Aoo

Valuation
Modical
Claim
Cost

Medical
Trend
Factor

Medical
Aging
Factor

Valuation 
Rx Claim 

Cost
RxTrond

Factor
Rx Aging 
Factor

Valuation 
Total Claim 

Cost
44 93 $22,412 5.0% 0.5% $16,173 5.0% 0.0% $38,585
45 94 $23,650 5.0% 0.5% $16,982 5.0% 0.0% S40.G32
46 95 $24,957 5.0% 0.5% $17,831 5.0% 0.0% $42,788
47 96 $26,336 5.0% 0.5% $18,723 5.0% 0.0% $45,058
48 97 $27,791 5.0% 0.5% $19,659 5.0% 0.0% $47,450
49 98 $29,326 5.0% n.5% $20,642 5.0% 0.0% $49,968
50 99 $30,947 5.0% 5% $21,674 5.0% 0.0% $52,620

Gross Cash Flow 
Present Value at Retirement

Modical /
Pre MC MC Elig Rx Retiree

Composilo Composilo Composilo Mod/Rx
Promium Promium Trend Promium

$62,246 $30,460 1.05 $30,460
$65,358 $31,983 1.05 $31,983
$68,626 $33,583 1.05 $33,583
$72,057 $35,262 1.05 $35,262
$75,660 $37,025 1.05 $37,025
$79,443 $38,876 1.05 $38,876
$83,416 $40,820 1.05 $40,820

House Bill
238

Total Stalo
Subsidy
$179,627
$30,220

Subsidy
Bose

Subsidy Baso Modicaro
Pro-Modicaro Eligiblo

Valuation
Subsidy

Scnato Bill 
141

Total Slalo Total Rrliroa 
Subsidy Contribution 
$634,600 $279,289
$55,850 $77,819

Valuation
Subsidy

Rotiroo
Conlribulion

$48,588 $23,658 S7.098 $29,447 $9,138
$51,018 $24,841 $7,452 $31,037 $9,595
$53,569 $26,083 $7,825 $32,713 $10,075
$56,247 $27,388 $8,216 $34,480 S1O.570
$59,059 $28,757 $8,627 $3G,34-» 511,107
$62,012 $30,195 $9,056 $38,305 S 11,603
$65,113 $31,705 S9.511 $40,374 S12.246

Run DnlU 5/2/2005
Mnrcor Human Rosourco Consulting Slalo Ol Alaska



Hlro Dalo 
Agu nl hlro 
Ago nl roliromonl 
SuhbirJy Slad A(jo 
Service

7/1/2003
40
60
GO
20

Assumes participant reliros Irom syslom and Is receiving system sponsorod bonolits 
Assumes 30 years lo normal roliromonl
Assumos domographic composition o! roliroo group dons not change Irom curronl
All ostimalos, basod upon Iho Inlormalion availablo at a point in lime, aro subject lo unlorosoon and randot
ovonls. Thoreloro any projoclion must be Inlorprolod as having a likely rango ol variability Irom the oslima

Subsidy Baso Pro MC •’ .■$6,962
Subsidy Bosa MC Eligible $2,903 House Bill
Subsidy iridoK 5% 238
Discount Rato 8.25%
MB 238 Subsidy porccnt 60% Total Stalo
SB 111 Contribution porcer 20% Subsidy

Gross Cash Flow $585,187
Present Value at Retirement $98,449

Senate Bill 
141

Total Stalo Tolal Roliroo 
Subsidy Contribution 

SI. 148,015 $340,615
$102,980 $114.753

Valuation Modical /
Modicnl Modical Modical Valuation Valuation Pro MC MC Elig Rx Roliroo
Claim Trond Aging Rx Claim Rx Trond Rx Aging Total Claim Composito Composite Composito Mod/Rx

Duration Ana Cost Factor Faclor Cost Faclor Faclor Cost Premium Premium Trond Premium

Subsidy
Baso

Subsidy Base Modicaro
Pro-Modicare Eligiblo

Valuation Valuation Roliroo
Subsidy Contribution

1 40 S3.201 10.0% 2.0% S530 15.0% 4.5% $0 $5,962 $2,903 1 11 $0 $5,362 $2,903 $0 $0 $0
2 41 $3,591 9.5% 2.0% $637 14.0% 4.5% SO $6,572 $3,216 1.10 $0 $6,260 $3,048 $0 SO $0
3 42 $4,011 9.0% 2.0% $759 13.0% 4.5% $0 $7,208 $3,527 1.10 $0 $6,573 $3,201 SO $0 SO
4 43 $4,460 8.5% 2 0% $B9G 12.0% 4.5% $0 $7,865 $3,849 1.09 $0 $6,902 $3,361 $0 SO SO
5 44 S4.936 8.0% 2.0% $1,049 11 0% 4.5% SO $8,536 S4.177 1.09 SO $7,247 $3,529 $0 SO 50
6 45 55,437 7.5% 2 5% $1,216 10.0% 3.5% SO $9,216 $4,510 1.08 $0 $7,609 53,705 $0 $0 SO
7 46 $5,991 7.0% 2.5% $1,385 9.0% 3.5% $0 $9,895 $4,842 1.07 SO $7,990 $3,890 SO SO $0
8 47 $6,570 6 5% 2.5% $1,562 8.0% 3.5% SO $10,567 $5,171 1.07 SO S8.389 $4,085 SO SO SO
9 48 $7,173 60% 2.5% $1,746 7.0% 3.5% SO S11,221 $5,491 1.06 $0 $8,809 S4.289 $0 SO SO

10 49 $7,793 5.5% 2.5% $1,934 6 0% 3.5% $0 $11,649 $5,798 1 06 SO $9,249 $4,504 $0 SO SO
11 50 $8,427 5.0% 2.5% $2,122 5.0% 3 5% SO $12,441 S6.088 1 05 $0 $9,711 $4,729 so $0 SO
12 51 S9.070 5.0% 2.5% $2,306 SO”, 3.5% SO S 13,063 $6,393 1.05 SO $10,197 $4,965 so SO $0
13 52 $9,761 5.0% 2.5% $2,506 5.0% 3 5% $0 S13.71G 56,712 1.05 so $10,707 $5,213 so $0 $0
14 53 $10,506 50% 2 5% $2,723 5.0% 3.5% $0 $14,402 57,048 1.05 so S11,24? S5.474 $0 SO $0
15 54 S11,307 5.0% 2.5% $2,960 5.0% 3.5% so S15.122 S7.400 1 05 so $11,804 $5,748 $0 SO $0
16 55 $12,169 5 0% 3.5% S3.216 5 0% 3.0% $0 $15,879 $7,770 1 05 $0 $12,395 $6,035 $0 $0 SO
17 56 $13,224 5.0% 3.5% $3,479 5.0% 3.0% so $16,672 $8,159 1.05 so $13,014 $6,337 $0 SO $0
18 57 $14,372 5.0% 3 5% $3,762 5.0% 3 0% so $17,506 $8,567 1.05 m $13,665 $6,654 $0 $0 SO
19 58 $15,618 5.0% 35% $4,069 5.0‘.o 3 0% so $18,381 $8,995 1 05 so $14,348 $6,986 $0 $0 SO
20 59 $16,973 50% 3 5% $4,400 5.0% 3.0% $0 $19,300 $9,445 1 05 $0 $15,066 $7,336 $0 $0 SO
21 60 $18,446 5 0% 3 5% $4,759 5.0% 3.0% $23,204 $20,265 $9,917 1.05 S20.265 $15,819 $7,703 S9.491 $0 S20.2G5
22 61 $20,046 5 0% 3 5% $5,147 5 01 30% $25,192 $21,079 $10.41? 1.05 $21,279 $16,610 $0,088 $9,966 so $21,279
23 62 $21,785 5.0% 3 5% $5,566 5 0% 3 0% $27,351 $22,343 $10,934 1.05 $22,343 S17.440 $8,492 S10.4G4 SO $29,343
24 63 $23,674 5.0% 3.5% S6.020 5.0% 3 0% $29,694 $23,460 $11,480 1.05 $23,460 S18.312 SO,917 S10.987 $0 $23,460
25 64 $25,728 5 0% 3.5% $6,511 5 0% 3.0% $32,239 $24,633 $12,054 1 05 $24,633 SI 9,228 $9,362 $11,53/ $0 $24,633
26 65 $5,209 5.0% 4 0% $5,509 5 0',. 1.5% $10,718 $25,864 $12,657 1 05 $12,657 S20.189 $9,831 $5,898 $8.18/ $2,531
27 66 $5,688 5.0% 4 0% $5,871 5 0% 1.5% $11,559 $27,158 $13 290 1 05 $13,290 $21,199 SI 0,322 SG.193 $8,901 S2 658
28 67 $6,212 5.0% 4.0% $6,257 5 0% 1.5% $12,469 $28,516 $13,954 1 05 $13,954 $22,259 S10.B3B $6,503 59,0/0 52.791
29 68 $6,783 5.0% 4 0% S6,G6° 5 0% 1.5% $13,452 $29,941 $14,652 1.05 $14,652 $23,372 $11,380 $6,828 $10,521 S',.9?0
3U 69 $7,407 5.0% 4 0% 57,107 5 0% 1 5% S14,514 $31,438 $15,385 1 05 $15,385 $24,540 $11,949 $7,160 $11,437 S3.077
31 70 $8.08U 5 0% 4.0% $7,574 5 0% 1.5% $15,6*53 533,010 S16.154 1 05 $16,154 $25,767 $12,547 $7,528 $12,432 $.1,231
32 71 SU.833 5.0% 4 0% $8,072 5 0% 1.5% $16,905 $34,661 $16,961 1 05 $16,961 $27,056 $13,174 $7,934 $13,513 Sj .392
33 72 $9,645 5 0% 4 0% $8,603 5 0% 1 5% $18,248 $36,394 $17,810 1 05 $17,610 $28,409 $13,833 $8,300 $14,CPS $3,562
34 73 $10,533 5 0% 4 0% $9,169 5.0° v 1 5% $19,701 $38,214 $IB.7uO 1 05 $18,700 $29,829 S14 524 $8,715 $15,961 $3,740
35 74 S11,502 50% 4 0% $9,772 5 0% 1.5% $21 273 $40,124 S19 635 1.05 $19 635 $31,320 $15,250 $9,150 SI 7,346 $3,927
36 75 SI 2,560 5 0% 1 5% $10,414 5 0% 0.5% $22,974 $42,131 S20.C17 1 05 $20,017 $32,880 Slb.013 S9.O0B $10,850 $1,123
37 76 S13.3B5 5 0% 1 5% $10,989 5 0% 0 5% $24,375 $44,237 S2I.G48 1.05 $21,648 $34,531 Slb.814 SIO.OHH $70,045 $4,330
38 77 $14,266 5 0% 1.5% $11,597 5 0 . 0 5-» S25.B6? $46,440 $22,730 1 05 $22,730 $30,257 $17,654 $10593 $21,316 $4,546
39 78 $15,204 5 0% 15% $12 237 5 0% 05% $27,441 $48,771 $23,866 1 05 $23,866 $38.0/0 $18.53/ $11,122 $22,668 $1.7/3
40 79 $16,203 5 0% 1.5% $12,913 5 0% 0 5% $29,117 $51,210 $25,060 1 05 $25,060 $39,974 $19,464 $11.67(1 $24 105 $5 012
41 60 $17,269 5 0% 1.5% $13,627 5 0% 0 5% $30,895 $53,770 $26,313 1 05 $26 313 $41,0/2 $20,437 $12,26? $V5,OJ3 $5,703
4? 81 $18,404 5 0% 1 b% $14 100 5 0° 0 6% $12,78 5 r  50.4 59 $27,628 1 05 $27,028 $44,071 $21,459 $12.8/5 S2/.258 $5,526
43 82 S19,dl4 5 0% 15% St5.l74 50% □ 5% $34,788 $59,282 $29,010 1 05 $29,010 $46,275 $22,532 $13,510 $20,986 S5.R0?

Morcor Human Rosourco Consulting
ItnnD.ilo F/2'2005 

Stole ot Alaska
t



Huo Dalo 
Ago at tilro 
Aqo al leliremonl 
Subsidy Start Aqo 
Sorvico

Subsidy Baso Pro MC 
Subsidy Baso MC Eligiblo 
r  ibsidyindox 
I 'scounl Ralo 
III) 238 Subsidy porconl 
SB 1-11 Conlribulion porcor

Duration Ago

Valuation
Modical
Claim
Cost

Modical
Trond
Factor

Modical
Aging
Fador

Valuation 
Rx Claim 

Cost
Rx Trond 

Factor
Rx Aging 

Factor

Valuation 
Total Claim 

Cost
44 83 $20,904 5.0% 1.5% $18,013 5.0% 0 5% $36,916
45 84 $22,278 5.0% 1.5% $16,897 5.0% 0.5% $39,175
46 85 $23,743 5.0% 0.5% $17,831 5 0% 0.0% $41,574
47 80 $25,055 5.0% 0 5% $18,723 5.0% 0.0% 543 777
48 87 $26,439 5.0% 0 5% $19,659 5.0% 0.0% $46,098
49 88 $27,900 5.0% 0 5% $20,642 5.0% 0 0% $48,541
50 89 $29,441 50% 0 5.> $21,674 5.0% 0.0% $51,115
51 90 531,068 5.0% 0.5% $22,757 5 0% 0.0% $53,825
52 91 $32,784 5.0% 0 5% $23,895 5.0% 0.0V. $56,679
53 92 $34,596 5.0% 0 5% $25,090 j.0% 0.0% $59,685
54 93 $36,507 5 0% 0 5% $26,344 5 0% 0 0% $62,851
55 94 $38,524 5 0% 0 5% $27,669 5 0% 0 0% $66,186
56 95 $40,652 5 O' a 0 5% $29,015 5.0% 0 0% $69,697
57 96 $42,898 5 0% 0 5% $30,497 5.0% 0 0% 573,395
58 97 $45,269 5.0% 0 5% $32,022 5.0% 0.0% $77,290
59 98 $47,770 5 0% 0 5% $33,623 5 0% 0 0% $81,393
60 99 $50,409 5 0% 05% 535,301 5 0% 0 0% $85,713

7/1/2003
 40
 60
 60

20

’ $5,962 
$2,903 

 6%
8.25%

60%
20%

Morcor Human Hosourco Consulting

Assumos participant roliros Irom syslom and is rocoivino syslom sponsorod bonolils 
Assumos 30 yoars lo normal rollromonl
Assumos domograplFtf composilion ol rotireo group (loos not chango Irom curront
All oslimatos, basod upon tho information availablo al a point in tlmo, aro subjoct to unforeseen and randoi
ovonls. Thoretoro any projection must bo intorprotod as liavlng a likoly rnngo ol variability Irom tho osllma

Gross Cash Flow 
Present Value at Retirement

Houso Bill
23B

Total Slato
Subsidy
$585,187
$98,449

Senate Bill 
141

Total Stale Total Rollroo 
Subsidy Conlribulion 

$1,148,015 $340,615
$102,9B0 5114,753

Modical /
Pro MC MC Elig Rx Roliroo

Composilo Composilo Composilo Mod/Rx
Promium Promium Trond Promium

Subsidy
Baso

Subsidy Baso Medicare
Pro-Modicaro Eligible

Valuation
Subsidy

Valuation Roliroo
Subsidy Conlribulion

5G2.246 $30,460 1.05 $30,460 $48,588 S23.658 514,195 $30,824 56,092
$65,358 $31,983 1.05 $31,983 $51,018 $24,841 $14,905 532,779 $6,397
$68,626 $33,583 1.05 $33,583 $53,569 $26,083 $15,650 $34,857 56,717
$72,057 $35,262 1.05 $35,262 $56,247 $27,388 $16,433 $36,725 $7,052
$75,660 $37,025 1 05 $37,025 $59,059 $28,757 517,254 S38.693 $7,405
$79,443 $38,876 1.05 $38,676 $62,012 530,195 $18,117 540,766 57.775
$83,416 $40,820 1 05 $40,820 $65,113 $J 1,705 $19,023 $42,951 $8,164
$87,586 $42,861 1.05 $42,861 $68,369 $33,290 $19,974 $45,253 $8,572
$91,96b $45,004 1 05 $45,004 571,787 $34,954 $20,973 S47.679 $9,001
$96,564 $47,254 I 05 547.254 575.37G 536,702 $22,021 $50,235 59.451

$101,392 $49,617 1.05 $49,617 $79,145 $38,537 $23,122 $52,928 59,923
$106,462 $52,098 t 05 $52,096 $83,103 $40,464 524.278 $55,766 $10,420
5111.785 S54.702 1.05 $54,702 $87,258 $42,487 525,492 $58,757 $10,940
5117,374 $57,438 1.05 SS7.438 $91,621 $44,612 526.767 $61,908 $11,488
5123,243 $60,309 1.05 $60,309 $96,202 $46,842 $26,105 $65,229 $12,062
$129,405 $63,325 1.05 $63,325 $101,012 $49,18-1 529,511 $68,728 $12,665
$135,875 $66,491 1 05 $66,491 $106,062 $51,644 $30,986 572.415 $13,298

Hun Dalo 5 2/2005
State ol Alaska



Hiro Dalo 
Ago nl hlro 
Ayo nl roliromont 
Subsidy Start Aqo 
Sorvico

Subsidy Baso Pro MC 
Subsidy Baso MC Eligiblo 
Subsidy index 
Discount Rnlo 
HB 23B Subsidy perconl 
SB 141 Contribution percor

Duration Ago

Valuation
Modical
Claim
Cost

Modical
Trond
Factor

Modical
Aging
Faclor

Valuation 
Rx Claim 

Cost
Rx Trond 

Faclor
Rx Aging 

Faclor

Valuation 
Total Claim 

Cost
1 30 $2,626 10.0% 2.0% $341 15.0% 4.5% $0
2 31 $2,946 9.5% 2.0% $410 14.0% 4.5% $0
3 32 S3,291 9.0% 2.0% $489 13.0% 4.5% SO
4 33 $3,658 8.5% 2.0% $577 12.0% 4.5% $0
5 34 $4,049 8.0% 2.0% $675 11.0% 4.5% $0
6 35 $4,460 7.5% 2.0% $783 10 0% 4.5% SO
7 36 $4,891 7.0% 2.0% $900 9.0% 4.5% $0
8 37 $5,338 6.5% 2.0% $1,026 u.0% 4.5% so
9 38 $5,798 6.0% 2.0% $1,158 7.0% 4.5% so

10 39 $6,269 5.5% 2.0% $1,294 6.0% 4.5% so
I t 40 $6,746 5.0% 2.0% $1,434 5.0% 4.5% $0
12 41 $7,225 6.0% 2.0% SI,573 5.0% 4.5% so
13 42 $7,738 5.0% 2.0% $1,726 :.o% 4.5% $0
14 43 $8,288 5.0% 2 0% $1,894 5.0% 4.5% $0
15 44 $0,076 5.0% 20% $2,078 5 0% 4 5% so
16 45 $9,506 5.0% 2 5% $2,280 6 or. 3 5% so
17 46 $10,231 5.0% 2.5% $2,478 5.0% 3 5% so
1U 47 $11,011 5.0% 2 5% $2,693 5.0% 3.5% $0
19 48 $11,851 5 0% 2 5% $2,927 5.0% 35% $0
20 49 SI 2,754 50% 2 5% $3,180 5.0% 3.5% $0
21 60 S13.727 5.0% 2.5% $3,456 5 0% 3.5% so
22 51 S14.774 5 0% 2.5% $3,756 50% 3.5% so
23 52 $15,900 5.0% 2.5% $4,082 5 0% 3.5% so
24 53 $17,112 5.0% 2 5% $4,436 5 0% 3 5% so
25 54 S1B.4I7 5.0% 2 5% $4,821 6.0% 35% $0
26 55 S19.821 5.0% 3.5% $5,239 50% 3 0% $0
27 56 $21,541 5 0% 3.5% S5.666 5 01 3 0% $0
28 57 $23,410 5.00/ 3.5% $6,128 5 0% 3.0% so
29 58 $25,440 5 0% 3 5% $6,627 5 0% 3 0% $0
30 39 $27,647 5 0% 3.5% $7,168 50% 3 0% $0
31 60 $30,046 5.0% 3.5% $7,752 5 0 j 3 0% $37,790
32 61 $32,652 5 0% 3 5% $8,384 50% 3.0% $41,036
33 62 $35,485 5 0% 3 5% $9,067 5 0% 3 0". $44,552
34 63 $38,563 50% 3.5% $9,806 5 0% 3 0% $48,369
35 64 $41,909 5 0% 3 5% $10 605 5 0% 3 0% $52514
36 65 $8,485 5 0% 4 0% $8,973 50% 1 5% $1/458
37 66 $9,265 5 0% 10% $9,563 5.0% 1 5% $18,829
38 67 $10,118 5 0% 4 0% $10,192 5 0% 1 5% $20,310
39 bO $11,049 5 0% 4 0% $10,862 5 0% 1.5% $21,911
40 69 $12,065 5 0% 4 0% $11,577 5 0% 1.5% $23,642
41 70 $13,175 5 0% 4.0% $12,338 50% 1 5% $25,513
4? 71 $14,307 5 0% 4 0% $13,149 5 0% 1 5% $27,536
<3 72 $15,711 5 0% 4 0% $14,014 5 01. 15% $29,725

7/1/2003
 30
 60
 60

30

90%
10%

Moiccr Human Flosnurco Consuilmo

Assumos participant rolires Irom syslom and is rocolving syslom sponsorod bonolils 
Assumes 30 yoars lo normal roliromont
Assumos domographic composition ol roliroo group docs not chango Irom curronl
All eshmalos, basod upon Ihe Information available al a point In limo, aro subjocl to unlorosoen and randoi
ovonts. Thoroloro any projoction must bo Inlorprolod oo having a likely rango ol variability Irom tho oslima

Gross Cash Flow 
Prcsont Value al Retirement

Houso Bill
238

Total Slalo
Subsidy

$1,429,812
$240,546

Scnalo Bill 
141

Total Slalo Total Roliroo 
Subsidy Contribution 

$2,056,200 $360, GI4
S167,300 SIG7.3G3

Pro MC MC Elig Pro MC Roliroo
Composilo Composilo Composilo Mod/Rx
Promium Promium Trond Promium

Subsidy Baso
Subsidy Baso Modicaro
Pro-Modicaro Eligiblo

Valuation
Subsidy

Valuation Retiruo
Subsidy Conlribulion

S5.9G2 $2,903 1.11 $0 $5,962 S2.903 $0 SO $0
$6,572 $3,216 1.10 SO $6,260 $3,048 so SO $0
$7,208 $3,527 * 10 $0 $6,573 $3,201 SO SO so
$7,865 $3,849 1.09 $0 S6.902 $3,361 $0 SO SO
$8,536 $4,177 1.09 SO S7.247 $3,529 $0 SO $0
$9,216 $4,510 1.08 $0 $7,609 $3,705 so SO $0
$9,895 $4,842 1.07 $0 $7,990 $3,890 so SO $0

$10,567 $5,171 1.07 $0 $0,389 $4,085 $0 $0 $0
$11,221 $5,491 1.06 SO $8,809 $4,209 so SO so
$11,849 $5,790 1.06 $0 $9,249 $4,504 $0 SO $0
$12,441 S6.088 1.05 SO $9.711 $4,729 $0 SO SO
$13,063 $6,393 1.05 $0 S10.197 $4,965 $0 so $0
$13,716 $6,712 1.05 $0 $10,707 $5,213 so so $0
$14,402 $7,048 1.05 $0 Si 1,242 $5,474 $0 so $0
$15,12? $7,400 1 05 $0 $11,804 $5,748 $0 so $0
$15,879 $7,770 1.05 $0 $12,395 $6 n, r $0 so so
S16.672 58,159 1.05 SO $13,014 S6.337 $0 so so
$17 506 $8,567 1 05 SO $13,665 $6,654 $0 so $0
$10,381 $8,995 1.05 $0 $14,348 SC,986 $0 so $0
$19,300 $9,445 1 05 $0 $15,066 $7,336 $0 so $0
$20,265 $9,917 1 05 SO S15.B19 $7,703 so $0 $0
$21,2'9 $10,413 1.05 so S16.G10 $8,008 50 $0 so
$22,343 $10,934 1.05 $0 $17,440 $8,492 SO so $0
$23,460 $1 .100 1.05 $0 $18,312 $0,917 so so $0
$24,633 $12,054 1.05 SO $19,228 S9.362 so $0 Su
$25,864 $12,657 1.05 $0 $20,189 $9,831 $0 so SO
$27,158 $13,290 1.05 $0 $21,199 $10,322 $0 so SO
$28,516 $13,954 1 05 so $22,259 $10,838 so so so
S29.94I $14,652 1 05 $0 $23,372 $11,380 $0 so SO
$31,438 $15,385 1 05 so $24,540 $11,949 so $0 $0
S33.0IO $16,154 1 05 $33,010 $25,767 $12,547 $23 191 so $33,010
$34,661 $16,961 1 05 S34.6G1 $27,056 $13,174 $21,350 $0 $34,661
$36,394 $17,810 1.05 $36,394 $28,409 .13,833 $25,560 $0 $36,394
$90,214 $18,700 1.05 S38.214 $?9,029 $14,524 $26,846 $0 $38,214
*40,124 SI 9,635 1 05 $40,124 $J 1,320 $15,250 $20,188 so $40,124
$42,131 $20,617 1 05 $20,617 $32 886 $10,013 $'4,412 S15.3U7 $2,002
$44,237 $21,648 1 08 $21,648 $34,531 $16,614 S15.13? $16,664 $2,165
$46,449 $22,730 1 05 $22,730 $36,257 $17,054 SIS 001 $18,037 $2,273
$48,771 $73,866 1 05 $23,866 $38,070 $18,537 $16,683 $19,535 S? 387
$51,210 $25,060 1 05 $25,060 $39,974 $19,464 $17,518 $21,136 $2,500
$53.7/0 $26,313 1 05 $26,313 $41,97? $20 437 $18,39.1 522.88? $2,631
$56,459 $27,628 1 05 $27,628 $44,0/1 $?1.4$9 $19,313 $24,774 $2,763
$59,282 $29,010 1 05 $29,010 $46,2/5 $2? 53? $?0,279 $20,024 52 ‘101

Run Oaln. S/2/2005 
Si no ol Alaska



Hiru D.ila 
Ago nl hiro 
Ago al roliromonl 
Subsidy Slarl Ago 
S o i v i o j

7/1/2003
30
60
60
30

Assumos participant rollros Irom syslom and Is rocoivlno syslom sponsorod bonolits 
Assumes 30 yoars lo normal rotlromunl
Assumos domographic co'Tipositlcn ol roliroo group does nol change Irom current
All ostimntos, ha sod upon Iho Information availablo ol a pninl In limo, oro subjocl lo unlorosoon and randor
ovonls Thoroloro any pro|oclion must bo Intorprnlod as having a llkol) tango ol variability Irom Iho oslimn

Subsidy Baso Pro MC 
Subsidy Baso MC Eligiblo 
Subsidy Indox 
Discount Ralo 
I ID 238 Subsidy pcrconl 
SB 141 Contribution porcor

$5,902
$2,903

6%
3.25%

90%
10%

Gross Cash Flow 
Present Value al Retirement

Houae Biil
230

Total Sla'o
Subsidy

Sl.429,812
$240,546

Valuation
Modical Medical Modical Valuation Valuation Pro MC MC Elig Pro MC Roliroo
Claim Trond Aging Rx Claim Rx Trond Rx Aging Tolai Claim Composito Composilo Composito Mod/Rx

Duration Ago Cosl Faclor Faclor Cosl Faclor Faclor Cosl Premium Premium Trond Promium

Subsidy Baso
Suusidy Baso Modlcaro
Prc-Medicaro Eligiblo

Valuation
Subsitly

Senate Bill
141

Total Slato Tolal Rolirco
Subsidy Contribution

$2,056,206 $368,614
$187,300 S167.363

Valuation Roliroo
Subsidy Contribution

4.1 73 S17,156 5 0% 10% $14,935 5.0% 15% $32,031 $62,246 $30,460 1.05 $30,460 $48,588 $23,658 $21,293 $29,045 53,046
45 74 $18,735 5.0% 4.0% $15,917 5 0% 1,5% $34,652 $65,358 $31,903 1.05 $31,983 $51,018 $24,841 $22,357 S31.453 53,198
46 75 S20.458 5.0% 1.5% $16,963 5.0% 0.5% $37,422 $68,62G $33,583 1.05 533,583 $53,569 $26,083 $23,475 $34,064 S3,358
•17 76 $21,804 5 0% 1.5% $17,901 5.0% 0.5% $39,704 $72,057 $35,262 1.05 535,262 $56,247 S27.388 $24,649 S36.178 $3,526
48 77 S23.237 5.0' - 1.5% $18,890 5 0% 0.5% $42,127 $75,660 $37,025 1.05 $37,025 $59,059 $28,757 $25,881 $38,424 $3,702
49 70 $24,765 5.0% 1.5% $19,933 5.0% 0.5% $44,698 $79,443 $38,876 1.05 538,876 $62,012 $30,195 $27,175 $40,811 $3,888
50 1 j $26,393 5.0% 1.5% $21,035 5.0% 0.5% $47,428 $83,416 $40,820 1.05 $40,820 S65.1I3 $31,705 $28,534 $43,346 $4,082
51 80 $28,129 5.0% 1.5% $22,197 5 0% 0 5% $50,325 $87,586 $42,861 1.05 $42,861 $68,369 $33,290 $29,961 $46,039 $4 286
52 81 $29,970 5.0% 1.5% $23,423 6.0% 0.5% $53,401 $91,966 $45,004 1.05 $45,004 $71,787 534,954 $31,459 $48,901 $4,500
53 82 S31.949 50% 1.5% $24,717 5 0% 0.5 a S5Q.GG6 $96,564 $47,254 1.05 $47,254 $75,376 536,702 $33,032 551,941 $4,725
54 83 $34,050 5.0% 1.5% $26,083 5 0% 0 5% $G0,133 $101,392 $49,617 1.05 S49.617 $79,145 $38,537 $34,683 $55,171 $4,962
55 84 $36,289 5.0% 1.5% $27,524 5.0% 0.5% 563,813 $106,462 $52,090 1.05 $52,098 $83,103 $40,464 $36,418 $50 603 $5,210
56 85 S38.675 5.0% 0.5% $29,045 5.0% 0.0% $67,719 $111,705 $54,702 1.05 $54,702 $87,258 $42,487 $30,239 $62,249 $5,470
57 86 $40,811 5.0% 0 5% $30,497 50% 0.0% $71,308 $117,374 $57,438 1 05 $57,438 $91,621 $44,Cl? $40,150 $65,565 $5,744
58 87 $43,066 5.0% 0.5% $32,022 5 0% 0.0% $75,088 $123,243 $60,309 1.05 $60,309 $96,202 $46,842 $42,158 $69,057 $6,031
59 88 $45,446 5.0% 0.5% $33,623 5.0% 0.0% $79,069 $129,405 $63,325 1 05 $63,325 $101,012 $49,184 $44,2GG $72,730 $0,332
60 89 $47,956 5 0% 0 5% 535,304 5.0°/; 0.0% $83,261 $135,875 $66,491 1.05 $66,491 SI 00,062 $51,644 $46,479 $76,611 $6,649
61 90 $50,606 5 0% 0 5% $37,069 5.0% 0 0% $87,675 $142,669 $69,816 1 05 $69,816 $111,365 $54,226 $48,803 $80,694 $6,982
62 91 $53,402 5.0% 0 5% S38.923 5 0% 0.0% $92,325 $149,802 $73,306 1.05 $73,306 $11b,934 $56,937 S51.243 $84,994 $7,331
63 92 $56,352 5.0% 0 5% $40,869 5 0% 0.0% $97,221 SI 57,292 S76.972 1 05 $76,972 5122,780 $59,784 $53,805 $89,524 $7,b97
64 93 $59,466 5 0% 0 5% $42,912 5 0% 0 0% $102,378 $165,157 $80,820 1 05 S80.820 $128,919 $0 2,773 $56,496 $91,206 $8,082
65 94 $62,751 5.0% 0 5% $45 058 5 0% 0 0% $107,809 $173,415 $84,861 1.05 $84,861 $155 365 $65,912 $59,320 $99,323 $8,480
66 95 $66,218 5.0% 0.5% $47,311 >0% 0.0% $113,529 5162.086 $89,104 1,05 $89,104 $142,133 $09,207 $02,287 $104,619 $8,910
67 96 569,877 5 0% 0 5% $49,676 5 0% 0 0% 5119,653 $191,190 $93,560 1 05 $93,560 S149.240 $72,666 $65,401 $110,197 S9.356
60 97 S73.738 5 0% 0 5% $62,160 5 0% f  0% $125,895 $200,749 $98,238 1 05 $98.238 $150,702 $76,301 $68,671 $116 974 $9,824
60 98 $77,81? 5 0% 0 5% $54,708 5 0% 0 0% $132 580 $210,787 $103,150 1 OS $103,150 $164,537 $80,1 I f $72,104 $12? 265 SI 0.315
70 99 $82,111 50% 0 5% $57,507 5 0% 00% $139,617 $221,326 SI08.3U7 1.05 $108,307 $172,764 $84,12? Sr5.710 $128,787 $10,831

Mercer Human Hosourcu Consulting
nun r>at(( 6r2.?005

Stalo ol Alaska



Hire Date
Ago al hire
Ago al retirement
Subsidy Eligibility Age
Sorvice

Salary
Wage inflation

HRA contribution rate 
I IRA accumulation rate

Subsidy Base 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

7/1/2005
•10
60
60
20

$53,925
3.0%

2.0%
8.25%

$5,962
5%

60%

$65,733
$161,299
$89,198

Duration Age Salary Contribution

End of 
Year HRA 
Balance

1 40 $53,925 $1,079 $1,122
2 41 $5a,543 $1,111 $2,370
3 42 $57,203 $1,144 $3,756
4 43 $58,925 $1,179 $5,293
5 44 $60,693 $1,214 $6,992
6 45 $62,514 $1,250 $8,870
7 4G $64,389 $1,288 $10,941
8 47 $66,321 $1,326 $13,224
9 48 $68,311 $1,366 $15,737

10 49 570,360 $1,407 $18,499
11 50 $72,471 $1,449 $21,533
12 51 $74,645 $1,493 $24,803
13 5;' $76,£,84 $1,538 $28,514
14 53 $79,191 $1,584 $32,514
15 54 $81,566 $1,031 $36,894
10 55 $B4,013 $1,0PC $41,686
17 50 $8f .534 $1,731 $46,925
18 57 $89 130 $1,783 $52,651
19 58 $91,804 $ 1,830 $58,906
20 59 $94,558 $1,8n1 S65.733
21 60 $0 $0 $40,78-1
oo • ■ 61 $n SO $12,259
23 02 $0 $0 SO
24 63 SO $0 so
25 04 $0 so $0

Assumes participant retires from system and is receiving system sponsored bonelils
Assumes only use of HRA funds is to pay for Net (after subsidy if applicable) retiree premium contributions
Assumes 30 yoars lo normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change Irom current 
Assumes spouse of equal age to retiree
All estimates, based upon the information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely rango of variability Irom the estimate.

Gross Retiroo 
Premium Cost

$290,044

Pre MC 
Composite

Pre MC 
Composite

Total Stale
Subsidy

$128,745

Subsidy Retiree
Base Subsidy

Retiree
Contribution

$14,036 1.23 50 $14,636 $0 SO
$16,215 1.11 $0 S15.3C7 $0 $0
$17,874 1.10 so $16,136 $0 $0
S 19,604 1.10 $0 $16,943 $0 $0
$21,390 1.09 $0 $17,790 $0 $n

$23,216 1.09 $0 $18,679 $0 $0
$25,064 1.08 SO $19,613 $0 $0
$26,912 1.07 $0 $20,594 so $0
$28,738 1.07 so $21,624 $0 $0

$30,517 1.06 so $22,705 SO so
$32,225 1.06 so $23,840 $0 $0
$33,836 1.05 so $25,032 so so
$35,528 1.05 so $26,284 $0 $0
$37,304 1.05 so $27,590 so $0
$39,169 1.05 so $28,978 SO so
$41,128 1.05 so $30,426 so $0
$43,184 1.05 so $31,540 so $0
$45,343 1.05 so $33,545 so $0
$47,611 1.05 so $35,222 $0 $0
$49,991 1.05 $0 S3G.984 so $0
$52,491 1.05 $52,491 $38,033 $23,300 $29,191
$55,115 1.05 $55,115 $40,774 $24,465 $30,651
S5/.871 1.05 $57,071 $42,013 $25,680 $32,183
$60,765 1.05 $60,765 $44,954 $26,972 $33,792
$63,803 1.05 $63,803 $47,201 $28,321 $35,402

Total HRA 
Spend

$72,101

Beg of 
Year HRA 
Balance

HRA
Spend

SO SO
$0 SO
$0 $0
$0 SO
$0 SO
$0 SO
$0 SO
$0 SO
so SO
$0 $0
$0 $0
$0 SO
so SO
so SO
so so
$0 so
so so
so so
$0 $0
so $0

$65,733 $29,191
$40,704 $30,6.51
$12,259 $12,259

$0 $0
$0 00

Men. or Human Resource Consulting T ^ S  %/(spouse, L o A c  fc-Wc -  .27 • v l M
Run Date: 4/12/2001

Stato ot Alaska



Hire Dale 
Ago al hire 
Age at retirement 
Subsidy Start Age 
Service

Salary
Wage inflation

HRA contribution rato 
HRA accumulation rate

Subsidy Base (7/1/2003) 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

7/1/2005
40
60
60
20

$53,925
3.0%

2.0%
8.25%

$5,962
5%

60%

$65,733
$80,650
$1,131

Duration Age Salary Contribution

End of 
Year HRA 
Balance

1 40 $53,925 $1,079 $1,122
2 41 $55,543 $1,111 $2,370
3 42 $57,209 $1,144 $3,756
4 43 $58,925 $1,179 $5,293
5 44 $60,693 $1,214 $6,992
6 45 $62,514 $1,250 $8,870
7 46 $64,389 $1,288 $10,941
8 47 $66,321 $1,326 $13,224
9 48 $68,311 $1,366 $1-6,737

10 49 $70,360 $1,407 $18,499
11 50 $72,471 $1,449 $21,533
12 51 $74,645 $1,493 $24,863
13 52 $76,884 $1,538 $28,514
14 53 $79,191 $1,584 $32,514
IS 54 $31,566 $1,631 $36,894
16 55 $84,013 $1,680 $41,686
17 56 $86,634 $1,731 $46,925
18 57 $89,130 $1,783 $52,651
19 58 $91,804 $1,836 $58,906
20 50 $94 558 $1,891 $65,733
21 60 $0 $0 555,970
22 61 $0 $0 544,643
23 62 $0 $0 $31,583
24 63 $0 $0 $16,610
25 64 so so $0

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay for Net (after subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Modicare retiree group does not change Irom current

$26,245 1.05 $26,245 $19,416 $11,650 $14,596 $65,733
$*7.-558 1.05 $27,558 $20,387 $12,232 $15,325 $55,970
$20,936 1,05 $28,936 $21,107 $12,844 $1i>,092 $44 643
$30,382 1.05 $30,382 $22,47/ $13,486 $16,896 $31,863
$31,901 1.05 $31,901 $23,601 C14.160 $17,741 $16,610

All estimates, based upon the iniormation available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be Interpreted as having a likely range ol variability Irom the estimate

Gross Retiree Total Slate Total HRA 
Premium Cost Subsidy Spend

$145,022 $64,373
$79,518

Pre MC 
Composite 
Premium

Pre MC 
Composite 

Trend

Retiree
Med/Rx
Premium

Subsidy
Base

Retiree
Subsidy

Retiree
Contribution

Beg ol 
Year HRA 
Balance

HRA
Spend

$7,318 1.23 $0 $7,318 $0 $0 $0 so
$8,107 1.11 so $7,684 so $0 $0 so
$8,937 1.10 $0 $8,068 $0 SO $0 $0
$9,802 1.10 $0 $8,471 $0 $0 $0 $0

$10,695 1.09 $0 $8, J95 $0 $0 $0 $0
$11,608 1.09 so $9,340 $0 $0 SO $0
$12,532 1.08 SO $9,807 so $0 $0 SO
$13,456 1.07 so $10,297 $0 $0 $0 $0
$14,369 1.07 SO $10,B12 $0 $0 so $0
$15,258 1.06 $0 $11,352 $0 $0 SO $0
$16,112 1,06 $0 $11,920 so so $0 $0
$16,918 1.05 $0 $12,516 $0 $0 $0 $0

$17,764 1.05 $0 $13,142 $0 $0 so $0

$18,652 1.05 $n $13,799 so $0 $0 so
$19,585 1.05 $0 $14,489 so so SO $0
$20,564 1,05 $0 $15,213 $0 so so $0
$21,592 1.05 so $15,974 $n $0 so $0
$22,672 1.05 $n $10,773 so $0 SO so
$23,805 1.u5 $n $ 1 7 '* 1 1 so $0 SO $0
$24,996 1.05 50 $16. .92 $0 $9 so so

$14,596
$15,325
$16,092
$16,896
$16,610

. v r . Run Dale: 4/1272005 / ?
Mewcoi I Inman Resource Consulting -  ■2 - 7 -  H F - A  state o! Alaska I j ;



Hiro Dale 
Ago ai hire 
Ago al retirement 
Subsidy Start ^ge 
Service

Salary
Wage inflation

HRA contribution rate 
HRA accumulation rate

Subsidy Base (7/1/2003' 
Subsidy index 
Subsidy percent

HHA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA ini)

7/1/2005
40
60
60
20

$53,925
3.0%

1.0%
8.25%

$5.962
5%

60%

$32,866
$80,650
$44,599

Contribution

End of 
Year HRA

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is lo pay for Net (after subsidy if applicable) roliree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from curient

All estimates, based upon the information available at a point in time, are subject to unforeseen and random 
ovents. Therefore any projection must be interpreted as having a likely range of variability from the estimate,

Gross Retiree 
Premium Cosl

$145,022

40 $53,925 $539 $561 $7,318
2 41 $55,543 $555 $1,185 $8,107
3 42 $57,200 $572 $1,878 $8,937
4 43 $58,925 $589 $2,646 $9,802

5 44 $60,693 $607 $3,496 $10,695
6 45 $62,514 $625 $4,435 $11,608

7 46 $b4,389 $644 $5,471 $12,532
8 47 $60,321 $663 $6,612 $13,456
9 48 $68,311 $683 $7,868 S14,369

10 49 $70,360 $704 $9,249 $15,258
11 50 $72,471 $725 $10,767 $16,112
12 51 $74,645 $746 $12,431 516,918
13 32 S7G.804 $769 $14,257 $17,764
14 53 $79,191 $792 $16,257 $18,652
15 54 $81,566 $616 $18,4-17 $19,585
16 55 $84,013 $840 $20,843 $20,564
17 56 586,534 $805 $23,463 $21,592
10 57 $89,130 $891 $26,326 $22,672
19 58 $91,804 $918 $29,453 $23,805
20 59 $94 55P $946 S32.8GG $24,996

21 60 SO SO $20,392 $26,2‘*5
22 61 $0 SO $n,1?0 $27,558
23 62 $0 $0 $0 $28,936
24 63 SO $0 SO $30,382
25 64 SO $0 $0 $31,901

Pre MC Pre MC Retiree
Composite Composite Med/Rx
Premium Trend Premium

1.23
1.11
1.10
1.10
1.09
1.09 
1.08
1.07
1.07 
1.06 
1,0b
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05

$0
$0
$0
SO
$0
SO

$0
$0
$0
$0
$0
SO
$0
so
$0
$0
$0
$0
$0

Total Slate 
Subsidy

$64,373

Subsidy
Base

Retiree
Subsidy

$7,318 $0
$7,684 $0
$8,068 SO
$8,471 SO
$8,8J5 $0
$9,340 $0
$9,807 SO

$10,297 $0
$10,812 $0
$11,352 SO
$11,920 »
$12,516 $0
$13,14? $0
$ i3,799 $0
$14,489 $0
$15,213 $0
$15,9/4 $0
$16,773 so
$17,611 $0
$18,492 so
$19,416 $11,650
$20,387 $12,232
$21,407 $12,644
$22,477 $13,486
$23,601 $14,160

Retiree
Contribution

$0
$0
$0
$0
$0
$0
St1
SO
$U
5 0

SO
50
So
So
$0
$o
SJ
$0
so
so

Total HRA 
Spend

$36,050

Beg of 
Year HRA 
Balance

HRA
Spend

$0 $0
$0 $0
$0 $0
$0 SO
$0 $0
$0 $0
$0 $0
$0 $0
so $0
$u so
$0 so
$0 so
$0 $0
$0 $0
so so
$0 $0
so so
$0 $0
so so
$0 $0

$22,866
$20,392

<14,596
$15,32-5

$6,130 S6.130
$0 ?0
SO $0

1.05
1.05
1.05
1.05
1.05

$26,245
$27,558
$28,936
$30,382
$31,901

=>i I.Cj O 
$15.32? 
$16,092 
$16,096 
$17,741

Mercer I lum en Resource Consulting ' X V J b  L g A o  I
Run Date: 4/12/2005

Statu ol Alaska



I lire* Dalo 
A|jo nl hire 
Agu nl rutiremont 
Subsidy Slarl Ago 
Survico
Salary
Wagu Inflation
I IRA contribution raid 
HDA accumulation rato
Subsidy flnso (7/1/2003) 
Subsidy Index 
Subsidy |>erceni
I IRA fund ol lelirernunl 
Tolal retiree conlribulion 
Nel roliroo cost (v/MRA ini)

7/1/2005
25
55
60
30

$53.025
3.0%

Assumes particlpnn! rollros Irom system and is receiving system sponsored benolils
Assumes only use ol HRA lunds is lo pay lor Not (allor subsidy II applicablo) roliroo promium contributions
Assumos 30 years to normal retirement
Assumos demogiopblc ccmposillon ol pre-Medicare retiree group docs not change Irom curront

All oslimales, based upon liie information nvailablo nl a point in limo. are subjocl to unlorosoon and random 
events. Thoroloro any projection must bo inlorprotod as having a likely rango ol variabilily Irom the ostimalo

2.0%
•8.25%
55.962

5%
90%

$178,643
5336,970
5123.1-10

Gross Rotiroe 
Prom,urn Cost

$537,717

Rurnlion Ago Salary Contribution

End ol 
Year HRA 
□alanco

Pre MC 
Cnmpoiito 
Premium

Pre MC 
Composilo 

Trend

Reliroo 
Me 1/Rx 

Premium
t 25 553,925 $1,079 51,122 S7.310 1.23 SO
2 2G 555,543 51,111 52,370 SB,107 1.11 SO
3 27 S57.209 SI.144 S3.756 58,937 1.10 SO
4 28 S5B.925 51,179 53,293 59,802 1.10 SO
5 29 St 0,693 S1.214 56,992 510,695 1.09 SO
6 30 562,514 51,250 50.870 S11.608 1 09 SO
7 31 $6-1,319 $1,288 $10,9-11 512.532 1.08 SO
U 32 S66.32I $1,326 SI 3,224 SI 3,456 1.07 so
it 33 $r>e.3it 51,366 SI 5.737 $14,369 1.07 SO

10 34 570.360 SI .407 $18,499 SI 5,258 1.06 SO
11 35 S72.471 $1,449 $21,533 516,112 1.06 so
12 36 S74.C45 SI.493 $24,863 S1G.916 1 06 SO
13 3/ $76884 $1,538 $28,514 $17,76-1 1.05 so
14 38 S79.19I SI,584 S32.5I4 $18,652 t 05 so
15 39 S81,566 51,631 536,894 St 9,585 1.0b so
10 40 SH4.0I3 S 1.680 $41,686 S20.M54 1.05 so
1/ 41 $86,534 SI.731 S46.925 $21,592 1.05 so
18 42 $69,130 $1,783 562,651 S22.672 1.05 $0
19 43 $91,80-1 $1,836 538,906 S23.8U5 1 05 $0
20 4-4 $94,558 $1,891 565,733 S?4,'J96 1.05 so
21 45 $97,395 51.918 $73,182 S26.245 1.05 so
22 46 5100,316 $2,008 S81.307 527,558 1.05 so
23 47 $103,326 S2.Oi.i 7 $90,165 S28,9j6 1.05 so
24 46 5106,-126 $2,120 S99.8I9 S J0.3B2 1.05 so
25 49 SI 09,610 $2,192 $110,335 $31,001 1.05 $0
2u 50 S112 907 $2,258 5121,787 $33,490 1.05 so
27 51 $116,294 $2,326 $134,254 $35,171 1.05 so
28 52 S I'9.783 $2,396 S14 7.823 536.930 1.05 so
20 53 $123 376 $2,468 $162,585 $38,776 1 05 so
30 54 $127,078 $2,542 $178,643 $40,715 t 05 so

31 55 SO $o 51-18,901 S42.751 1.05 $42,751
32 86 SO SO $114,-18? S44.BB8 1 05 $44,888
33 67 SO $0 $74,888 $47,133 1 05 $47,133
34 58 SO $0 $29.5/6 $49,490 1 05 $49,490
35 59 SO $0 So $51,964 1 05 $51,984
36 80 so SO SO $54,56? I 05 $54,M>2
3/ 01 so $0 so 557,290 1 05 $57,290
3H 02 so Su so $00,155 1 05 $60,155
39 03 so $0 SO $63,163 1 05 $03,163
40 04 $0 SU $0 Soij.321 1.95 $60,321

Total Stato 
Subsidy

$200,739

Subsiily
Base

Rot'co
Subsidy

$7,318 S9
57,684 SO
58,068 SO
58,471 SO
S8.By5 SO
$9,3-1? SO
S9.807 SO

SI 0,297 SO
510,812 so
St 1,352 so
Si 1.920 so
$12,516 so
SI 3,1-12 so
SI 3.799 so
514,489 so
$15,213 Sn
SI 5,974 so
516.773 so
517,611 SO
518,492 so
$19,416 so
$20,387 so
521,407 so
$22,477 so
$23,601 so
$24,761 $0
$26,020 $0
$27,321 $0
$28,067 Su
$30,121 SU
S31.627 so
S33.209 $0
S34.B69 so
S36.G12 $0
S3B443 sn
$40,365 $36,329
S 12.383 S30.145
$44,503 S40.052
$40,728 $42,055
S49,Oo4 $44,158

Rclrrcn
Conlnhullun

Total HRA 
Spend

5213,838

SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
so
so
so
$0
so
so
so
so
so
so
so
so
so
so
so
so
so

Beg Ol 
Year 1 IRA 
Balance

HRA
Snend

SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO so
so so
so so
so so
SO so
$0 SO
so So
so so
so so
30 so
so so
so so
$0 so
so SO
so $0
SO so
so SO
so so
so so

SI 78,643 
$148.‘<01

$-12,751 
$14 686

$114,462 $47,133
$7-1.688 540,490
$29,576 529,576

$0 SO
$0 50
$0 53
$0 So
$0 S.

$42,751 
$14,880 
$47,133 
$49,490 
$51,904 
$16.23-1 
$19,1-15 
$20,102 
$21,108 
S?3. IliJ

J.lercur Human Huiourco Consulting I T S  6co'Ih U iV c  -  V A



Hire Date'
Ago nl him 
Ago nl rolireinont 
SuNWdy Start A(jo 
Soivteo
Salary
Wn(jo Irillalion
I IRA contribution rnlo 
HRA accumulation ralo
Subsidy Baso (7/1/2003) 
Subsidy indox 
Subsidy percent

7/1/2005
25
55
60
30

$53 925
3.0%

Assumos participanl rolires Irom syslom and Is rocoivlng syslom sponsorod bcnolils
Assumes only use ol HRA lunds Is lo pay for Not (alter subsidy il applicable) rolirco premium contributions
Assumos 30 years lo normal roliremenl
Assumos demographic composition ol prc-Medicare rolirco group does not change Irom current

All estimates, based upon Ihe information available al a point in lime, are subject lo unloroseen and random 
events. Therefore any projcclion must bo Inlorpreled as having a likely lango ol variability Irom Iho eslimato.

1.0°,;
8.25“,
$5.962

5%
90%

Gross Rolirco 
Premium Cost

Total Slate 
Subsidy

HRA Fund at retiromonl 
Total retiree contribution 
Nut roliroo cost (w/HRA ini)

$89,321
$336,978
5239,523

$537,717 $200,739

Duration Ano Salary Conlribulion

End ol 
Year HRA 
Balance

| Pre MC 
1 Composite 
I Premium

Pro MC 
Composilo 

Trend

Roliroo
Mcd/R<

Premium
Subs.dy

Base
Retiree
Subsidy

1 25 553,925 $539 5561 $7,318 1.23 SO S 7,318 SO
2 20 555,543 $555 51,185 $8,107 1.11 so 57,684 SO
3 27 $57,209 S572 SI. 878 $8,937 1.10 SO $9,068 SO
4 28 $58,925 $589 $2,646 $9,802 1.10 $0 $8,471 SO
5 29 560,693 S6G7 S3,496 $10,695 1.09 SO 58,895 SO
6 30 S62.514 $625 S1.435 $11,608 1.09 $0 $9,340 SO
7 31 $64,389 $644 $5,471 $12,532 1 09 SO $9,807 SO
8 32 So6,32l $653 $6,612 513,456 1.07 SO $10,297 $0
9 33 $68,311 $683 $7,868 $14,369 1.07 $0 $10,812 SO

10 31 $70,360 5704 $9,2-19 S 15,258 1.06 SO S11,352 So
II 35 $72,471 $725 $10,767 $16,112 1.06 so S11,920 $0
12 36 $7-1,645 $746 $12,431 $16,918 1.05 $0 $12,516 $0
13 37 S 76,88-1 S769 S 14,257 $17,764 1.05 SO S13.1-12 so
14 38 $79,191 $792 $16,257 $18,652 1.05 so SI 3,799 so
15 39 $81,566 $816 $19,447 $19,585 1.05 SO S14.489 so
1u 40 $84,013 SB40 $2i),e-13 $20,564 1.05 SO $15,213 $0

17 41 $86,531 SB65 $23,463 $21,592 1.05 SO SI 5.974 So
18 42 $89,130 $891 $26,326 $22,672 1.05 SO S1G,773 so
19 43 $91,804 S918 $29,453 523,805 1.05 SO 517,611 so
20 ■14 594.556 S946 $32,866 $24,996 1 05 so $18,492 so

21 45 $97,395 $974 S36.591 $26,245 1 05 so $19,-116 so
22 46 $100,310 51.003 S4 0,(354 S2/.558 1.05 50 S20.387 so
23 47 $103,326 $1,033 S45.083 S28.936 1.05 so S21.407 so
24 48 SI 06,420 $1,064 549,909 S30.3H2 1 06 so $22,477 so
25 49 $109,618 $1,096 $55,167 $31,901 1 05 so $23,G0I So
2n 50 $112,907 SI.129 560,893 $33,496 1.05 SO S24.781 so

27 51 5116,291 $1,163 567,127 $35,171 1 05 $0 S26.020 SO
28 52 $119,783 SI. 198 $73,911 $36,930 1 05 so S27.321 so
29 53 $123,376 SI.234 S81,2/3 $30,776 1 05 so S28.687 so
30 54 $127,078 $1,271 $89,321 $■>0,715 1 U5 sn S30.12I $0

31 55 SO SO S53.211 $42,751 1.05 $42,751 $31,627 so
32 56 SO SO S9.815 $-1-1.888 1.05 $44,888 S13.203 SO
33 57 SO so SO $47,133 1 05 $47,133 S34.B69 SO
34 56 SO $0 SO $-19,490 1.05 $49,450 $36,612 $0
35 59 SO so SO $51,964 1.05 S51.964 S30.-143 so
36 60 50 So $0 $5-1.562 1 05 $b-l,SG2 S10.365 $36,329

3/ 61 SO so $0 $67,290 1.05 S57.2UO $-12,383 $39,145
3d 62 SO so SO $60,156 1.05 $60,155 $44,503 $40 052
39 63 $0 Su $0 $63,163 1 Os $63,103 $46,728 $12 055
40 64 SO so SO $66,321 1 05 $66,321 S-19,004 514,158

Total HRA 
Spend

$97,-154

Retiree
Contribution

SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
so
so
SO
so
SO
SO
SO
50
SO
$0
so
50
so
so
so
so
so
50
so

542,751 
$44,888 
$47,133 
$49,490 
$51,904 
SI 8.234 
$10,145 
$20,102 
521,108 
$22.1b3

Mover Human itnsi.ut.-ii Consulting T t i ,  E<o/lv\Uive.-'17. Hft-A:

Reg ol 
Year HRA 
Balance

HRA
Spend

SO SO
SO SO
SO so
SO SO
S3 SO
$0 so
SO SO
$0 SO
SO SO
SO so
SO so
SO so
SO so
SO so
SO so
SO so
$0 so
so so
so so
$0 so
<0 so
sc so
so so
So so
so so
so SO
so so
so so
So SU
So so

$89,321 $42,751
$52,211 $14,888
S9.815 S9.BI5

50 $0
$0 SO
$0 so
SO SO
so so
$0 $0
so $0

Hun Hate: 4/12/2005 
State ol A'aska ©



Hiro Dale 
Age a I hire 
Age al reliremen!
Subsidy Eligibility Age 
Service

Salary
Wage inflation

HRA contribution rate 
HRA accumulation rale

Subsidy Base 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

$61,855
3.0%

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay lor Net (alter subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicaie retiree group does not change Irom current 
Assumes spouse ol oqual age to retiree
All estimates, based upon tho information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely range ol variability from the estimate.

2.0%
8.25%

£5,9621
5%

60%

$75,399
$161,299

$77,871

Gross Retiree 
Premium Cost

$290,044

End of 
Year HRA

Pre MC 
Composite

Pre MC 
Composite

Total State
Subsidy

$128,745

Subsidy Retiree
Base Subsidy

Total HRA 
Spend

$83,428

Retiree 
Contribution

Beg of
Year HRA HRA
Balance Spend

1
n i j u

40
u u i u i  y

$61,855 $1,237 $1,287 $14,636 1.23 $0 $14,636 $0 $0 $0 $0

2 41 $63,711 $1,274 $2,719 $16,215 1.11 $0 $15,367 $0 $0 $0 SO

3 42 $65,622 $1,312 $4,309 $17,874 1.10 SO $16,136 $0 $0 $0 $0

4 43 $67,591 $1,352 $6,071 $19,604 1.10 SO $16,943 $0 $0 $0 $0

5 44 $69,618 $1,392 $8,020 $21,390 1.09 $0 $17,790 $0 $0 SO $0

6 45 $71,707 $1,434 $10,174 $23,216 1.09 $0 $18,679 SO $0 $0 so

7 46 $73,858 $1,477 $12,550 $25,064 1.08 SO $19,613 so $0 $0 $0

8 47 $76,074 $1,521 $15,169 $26,912 1.07 $0 $20,594 SO $0 $0 $0

9 48 $78,356 $1,567 $18,051 $28,738 1.07 $0 $21,624 SO $0 $0 $0

10 49 $80,707 $1,614 $21,219 $30,517 1.06 $0 $22,705 so $0 $0 $0

11 50 $83,128 $1,663 $24,700 $32,225 1.06 $0 $23,840 so $0 $0 $0

12 51 $85,622 $1,712 $28,519 $33,836 1.05 so $25,032 SO $0 $0 $0

13 52 $88,190 $1,764 .32,707 $35,528 1.05 $0 $26,284 so $0 so so

14 53 $90,836 $1 817 $37,295 $37,304 1.05 so $27,598 S ' $0 so $0

15 54 $93,561 $1 871 $42,319 $39,169 1.05 so $20,978 $0 $0 $0 so

16 55 $96,368 $1,327 $47,816 $41,128 1.05 SO $30,426 $0 $u so so

17 56 $99,259 $1,985 $53,826 $43,184 1,05 $0 $31,948 $0 $n $0 $0

18 57 $102,237 $2,045 $60,394 $45,343 1.05 so $33,545 $0 $0 $0 $0

19 58 $105,304 $2,106 $67,568 $47,611 1.05 $0 $35,222 so SO $n $0

20 59 $108,463 $2,169 S75.399 $49,991 1.05 SO $36,984 so $0 $0 $0

21 u0 $n SO $51,248 $52,491 1.05 $52,491 $38,033 $23,300 $29,191 $75,399 $29,191

22 61 $0 $0 $23,586 $55,115 1.05 $55,115 $40,774 $24,465 $30,651 $51,248 $30,651

23 62 $0 so $0 $57,8/1 1.05 $57,871 $42,813 $25,688 $32,183 $23,586 $23,586

24 63 $0 $0 $0 $60,765 1.05 $60,765 $44,954 $26,972 $33.79? $0 $0

25 64 $0 $0 $0 $63,803 1.05 $03,803 $47,201 $28,321 S35.4U2 SO so

Run Date: 4/12/2005

Moicur Human Resource Consulting a - / F , v e ,  S p o u s e  L & a c - V A u c / -  A .afkj



Hire Date 
A (jo at hire 
A<jo at retirement 
Subsidy Start Age 
Service

Salary
Wage inflation

l-IRA contribution rate 
HRA accumulate n rate

Subsidy Duse (7/1/2003) 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (vv/HRA int)

$61,855
3.0%

2.0%
8.25%

$5,962

60%

$75,309
$80,650

$0

Duration Age Salary Contribution

End of 
Year HRA 
Balance

1 40 $61,855 $1,237 $1,287
2 41 $63,711 $1,274 $2,719
3 42 $65,622 $1,312 $4,309
4 43 $67,591 $1,352 $6,071
5 44 $69,618 $1,392 $8,020
6 45 $71,707 $1,434 $10,174
7 46 $73,858 $1,477 $12,550
a 47 $76,0/4 $1,521 $15,169
9 48 $70,356 $1,567 $18,051

10 49 $80,707 $1,614 $21,219
11 50 $83,128 $1,663 $24,700
12 51 $85,622 $1,712 $28,519
13 52 $88,190 $1,764 $32,707
14 53 $90,836 $1,017 $37,295
15 54 $93,561 $1,071 $42,319
16 55 $96,368 $1,927 347,816
17 56 $99,259 $1,985 $53,826
10 57 $102,237 $2,045 $60,394
19 58 $105,304 $2,106 $67,568
20 59 $108,463 $2,169 $75,399
21 60 SO so $66,434
22 61 $0 $0 $56,970
23 62 $0 $0 $43,845
24 63 SO $0 $29,883
25 64 $0 $0 $13,090

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay lor Not (alter subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from current

All estimates, based upon the information available al a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely range of variability from the estimate.

Gross Retiree 
Premium Cost

$145,022

Pre MC Pre MC Retiree
Composite Composite Med/Rx
Premium Trend Premium

Total State
Subsidy

$64,373

Subsidy Retiree
Base Subsidy

Total HRA 
Spend

$80,650

Retiree
Contribution

Beg of
Year HRA HRA
Balance Spend

$7,318 1.23 $0 $7,318 $0 $0 $0 $0
$8,107 1.11 $0 $7,684 $0 $0 so $0
$8,937 1.10 $0 $8,068 $0 $0 so $0

$9,802 1.10 $0 $8,471 $0 $0 so $0

$10,695 1.09 $0 $8,895 so $0 $0 $0

$11,608 1.09 $0 $9,340 $0 $0 $0 $0

$12,632 1.08 $0 $9,807 $0 $0 $0 $0

$13,456 1.07 $0 $10,297 $0 $0 $0 $0

$14,369 1.07 $0 $10,812 $0 $0 $0 $0

$15,258 1.06 $0 $11,352 $0 $0 so so

$16,112 1.06 $0 $11,920 so $0 $0 $0

$16,918 1.05 $0 $12,516 so $0 so $0

SI 7,764 1.05 so $13,142 $0 so $0 $0

$10,652 1.05 $0 $13,739 $0 so so $0

$19,585 1.05 so $14,489 $0 $0 $0 $n

$20,564 1.05 so $15,213 $0 $0 $0 $0

$21,592 1.05 $0 $15,974 $0 $0 $0 $0

S22.672 1 05 so $16,773 $0 $0 so $0

$23,805 1,05 $0 $17,611 $U $0 $0 30

$24,996 1.05 $0 $18,492 $0 $0 $0 $0

$26,245 1.05 $26,245 $19,416 $11,650 $14,596 $75,399 $14,596
$27,558 1.05 $27,558 $20,387 $12,232 $15,325 $66,434 $15,325

$28,936 1.05 $28,936 $21,407 $12,844 $16,092 $55,970 $16,092

$30,382 1.05 $30,382 $22,47/ $13,486 $16,896 $43,845 $16,896
$31,901 1.05 $31,901 $23,601 $14,160 $17,741 $29,083 $17,741

Morcer Human Resource Consulting P tt-5  V b W fc t f i Hir«- 2). H M  Ru"Dw S o  ©



Hiro Dale 
Age at hire 
Age at retirement 
Subsidy Start Age 
Service

Salary
Wage inflation

HRA contribution rate 
HRA accumulation rate

Subsidy Base (7/1/2003) 
Subsidy index 
Subsidy percent

I IRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay for Net (after subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from current

All estimates, based upon the information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely range of variability from the estimate.

60%

$37,700
$80,650
$38,936

Gross Retiree 
Premium Cost

$145,022

Duration Age Salary Contribution

End of 
Year HRA 
Balance

Pre MC 
Composite 
Premium

Pre MC 
Composite 

Trend

Retiree 
Me J/Rx 
Premium

1 40 $61,855 $619 $644 $7,318 1.23 $0
0 41 $63,711 $637 $1,360 $8,107 1.11 SO

3 42 $65,622 $656 $2,154 $8,937 1.10 $0

4 43 $67,591 $676 S3,035 $9,802 1.10 $0

5 44 $69,618 $696 $4,010 $10,695 1.09 $0
6 45 $71,707 $717 $5,087 $11,608 1.09 $0

7 46 $73,858 $739 $6,275 $12,532 1.08 SO

8 47 $76,074 $761 $7,584 $13,456 1.07 $0

9 48 $78,356 $784 $9,025 $14,259 1.07 $0

10 49 $80,707 $807 $10,610 $15,258 1,06 $0
11 50 $83,128 $831 $12,350 $16,112 1.06 $0
12 51 $85,622 $856 $14,260 $16,918 1.05 $0

13 52 $88,190 $882 $16,353 m  7,764 1.05 SO
14 53 $90,836 $908 $18,648 $16,652 1.05 so
15 54 $93,551 $936 $21,160 $19,585 1.05 $0
16 55 $96,368 $964 $23,608 $20,564 1.05 $0

17 56 $99,259 $993 $26,913 $21 592 1.05 $0

18 57 $102,237 $1,022 $30,197 $22,672 1.05 SO

19 58 $105,304 $1,053 $33,764 $23,805 1.05 $0
20 59 $108,463 $1,005 S37.700 $24,996 1.05 SO

21 60 $0 $0 $25,624 $26,245 1.05 $26,245
22 61 SO $0 $11,793 $27,558 1.05 $27,558
23 62 $0 $0 SO $28,936 1.05 $28,936
24 63 SO so $0 $30,382 1 05 $30,382
25 64 $0 so so $31,901 1.05 $31,901

Total State
Subsidy

$64,373

Subsidy Retiree
Base Subsidy

Total HRA 
Spend

$41,714

Retiree
Contribution

$7,318
$.',684
$8,068
$8,471
$8,895
$9,340
$9,807

$10,297
$10,812
$11,352
$11,920
$12,516
$13,142
$13,799
$14,489
$15,213
$15,974
$16,773
$17,611
$18,492

$0
SO
$0
$0
$0
$0
$0
$0
$0
$0
SO
SO
$0
$0
$0
$0
SO
$0
$0
$0

$0
$0
$0
so
$0
so
$0
$0
$0
$0
$0
so
$0
$0
so
$0
$u
so
$0
$0

Beg ol 
Year HRA 
Balance

HRA
Spend

$0 $0
$0 $0
$0 so
$0 $0
$0 SO
$0 $0
$0 $0
$0 SO
SO SO
$0 SO
$0 $0
$0 SO
$0 $0
SO $0
$0 SO
SO so
$0 $0
SO SO
$0 $0
$0 SO

$37,700 $14,596
$25,624 $15,325
$11,793 $11,793

$0 $0
SO SO

S 19.416 
$20,387 
$21,407 
$22,477 
$23,601

$11,650
$12,232
$12,844
$13,486
$14,160

$14,596
$15,325
$16,092
$16,896
$17,741

Murcor Human Resource Consulting v c .  -  I '/• HiMr
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Iliru Onto'
Agu nl hiro 
Ago nl retirement 
Subsidy Slarl Ago 
Sorvicu
Salary
Wagu inflation

IIRA contribution ralo 
I IDA accumulation rate*
Subsidy Baso (7/I/2O03) 
Subsidy index 
Subsidy percent
I IDA Fund al retirement 
Total rclirco conlribulion 
Net roliroo cost (w/MRA ini)

7/1/2005
25
55
no
30

SSt.BSS
30%

2.0%
B.25%
$5.962

5%
90%

$204,913
$336,970
$03,752

Duration Age Salary Conlribulion

End ol 
Year IIPA 
Balancu

1 25 $61,055 $1,237 $1,287
2 26 $63,711 $1,274 $2,719
3 27 $65,622 SI,312 $4,309
-1 28 $67,591 $1,352 56,071
5 29 $69,610 51,392 S8.020
6 30 $71,707 $1,434 $10,174
7 31 $73,050 SI,477 $12,550
0 32 $76,074 51,521 $15,169
9 33 $70,356 $1,507 $18,051

10 34 $80,707 $1,614 $21,219
11 35 $83,120 $1,663 $24,700
12 36 $05,622 51,712 520,519
13 37 $80,190 $1,764 $32,707
14 3B $90,036 51,817 S37.295
15 39 $93,561 $1,871 $42,319
16 40 S9o,36n SI,927 S47.816
17 41 $99,259 SI,985 S53.826
10 42 $102,237 52,045 $60,394
19 43 $105,304 $2,106 $67,568
20 44 $100,463 S2.169 $75,399
21 45 $111,717 $2,234 $03,944
22 •16 $115,069 $2,301 $93,264
23 •17 SI18.521 $2,370 $103,425
24 •18 $122,076 $2,442 $114,498
25 49 $125,738 $2 515 $120,560
26 50 $129,611 $2,590 SI 39,696
27 51 $133,396 $2,660 SI 53,997
20 52 $137,390 $2,748 $169,561
29
30

53
54

$14. 520 
5145,765

S2.B30 
S2 915

$186,494
$201,913

Assumes participant retires Irom syslom and is receiving system sponsored benefits
Assumos only use ol HRA lunds Is lo pay lor Ncl (alter subsidy il applicable) retiree premium conlribulions
Assumos 30 years lo normal retirement
Assumes demographic composition ol pre-Medicare retiree group does nol change Irom curronl

All estimates, based upon the Information available al a point in lime, are subject to unforeseen and random 
cvonls. Theroloro any projocllon must bo interpreted as having a likoly range ol variability Irom Ihe estimate.

Gross Retiree 
Premium Cost

$537,717

Total Slalo 
Subsidy

$200,739

Total I IRA 
Gpcnd

$253,226

31 55 SO
32 66 SO
33 57 SO
34 58 SO
35 5‘J SO
36 Ud SO
J7 61 SO
30 62 SO
39
4(1

63
64

SO
St)

SO
SO
SO
SO
SO
SO
SO
SO
SO
SO

$1/7,339
$145,266
$100,212
$65,649
SIV.OnO

SO
$0
iO
$0
$0

Pre MC 
Composite 
Premium

Pro MC 
Compos 'c 

Trcn

Relireo
Mod/Rx

Premium
$7,310 1.23 SO
$0,107 1.11 SO
$0,937 1.10 SO
$9,802 1.10 SO

$10,695 1.09 SO
$11,GOO 1.09 SO
$12,532 1.08 SO
$13,456 1.07 SO
$14,369 1.07 SO
$15,258 1.06 SO
$16,112 1.0G so
$16,918 1.05 so
$17,764 1.05 SO
$18,652 1.05 so
$19,585 1.05 so
$29,564 1.05 SO
$21,592 1.05 so
$22,672 1.05 so
S23.805 1.05 so
524,956 1.05 so
S26.245 1.05 SO
$27,550 1.05 so
$28,936 1.05 SO
$30,382 1.05 so
$91,501 1.05 so
$33,496 1.05 so
$35,171 1.05 so
$36,930 1.05 SO
$90,7/G 1 05 so
S 10.715 1.05 so
$42,751 1.05 $42,751
S44.B8B 1.05 $44,088
$47,133 1.05 $47,133
$49,490 1.05 S49.490
$51,964 1.05 $51,964
$54,562 1.05 $54,562
S:>7.290 1.05 557.290
$60,155 1.05 $60,155
$63,163 1.05 $63,163
$66,321 i.us $66,321

Subsidy
Baso

Relireo
Subsidy

$7,318 SO
S7.604 SO
$8,068 SO
$8,471 SO
$8,895 $0
$9,340 SO
$9,007 SO

$10,297 SO
$10,812 SO
$11,352 SO
St 1,920 so
$12,516 $0
$13,142 SO
SI 3,799 SO
SI-1,489 so
$15,213 SO
$15,974 so
$16,773 so
S17.GI1 so
310,492 so
$19,416 so
$20,387 so
521,407 so
$22,477 so
$23,601 so
$24,781 so
S2G.020 so
$27,321 so
$20,607 so
S30.121 so
$31,627 $0
S33.209 so
S3-1.869 so
536,61? so
$38,443 so
$•10,365 $36,329
$42,383 $38,145
■14.503 S40.052
S16.728 542,055
$49,064 $44,158

Relireo
Conlribulion

$0
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
$0
SO
SO
SO
SO
so
so
so
so
so
so
so
so
so
so
so
so
so
so

542,751 
544,000 
$47,133 
$49,490 
551,964 
$18,234 
$13,145 
S?0,102 
S21.1U0 
$22.163

Beg ol 
Yoar HRA 
Balance

HRA
Spend

SO SO
SO SO
so SO
SO so
SO SO
SO SO
SO $0
SO SO
$0 SO
SO SO
SO $0
SO so
SO SO
SO so
so so
so so
so so
SO $0
so ^0
$0 so
su so
so so
So so
so so
50 So
SO so
50 SO
so so
SO so
so so

$204,913
$177,339

$42,751
544,800

$145,266 $47,133
$lu8,212 $49,490
$65,649 $61,964
SI7,0u0 SI 7,000

SO so
so SO
SO so
SO so

Meteor Human Husojrcu Consulting PELS ?oEce-/Ei re  V W  -  Ht-A
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I liro Dato 
Ago al hlra 
Ago ol retirement 
Subsidy Slarl Ago 
Survico
Salary
Wage inllalion

HRA contribul'on ralo 
HRA accumulation rate
Subsidy Baso (7/1/2003) 
Subsidy index 
Strbsiuy percent
HRA Fund al retirement 
Total rolirco contribution 
Net retiree cost (w/HRA ini)

7/1/2005
25
55
60
30

$61.855
3.0"
1.0%

0.25%
$5,962

5%
90%

S102.-157 
5336,976 
$224,131

Duration Ago Salary Conlribulion

End ol 
Year HRA 
Balance

1 25 561,855 S619 564-1
2 26 563,711 $637 S1.3G0
3 27 $65, G22 S656 52,154
4 28 567,591 S67G $3,035
5 29 $69,618 S696 $4,010
6 30 571,707 5717 $5,087
7 31 573,858 S739 $6,275
8 32 576,074 $761 $7,58-1
9 33 578,356 5784 $9,025

10 34 580,707 5807 $10,610
11 35 503,128 $831 $12,350
12 36 $85,622 $856 $14,260
13 37 $08,190 5882 516,353
14 38 590,836 $908 510,640
15 39 593,561 S936 $21,160
16 40 596,368 596-1 523,908
17 41 S99.259 5993 $26,913
18 42 5102,237 $1,022 530.197
19 43 $105,304 SI.053 S33.784
20 44 5108,-163 51.0B5 537,700
21 45 5111,71V $1,117 5-11,972
22 46 5115,059 51,151 $46,632
23 47 $118,521 51,185 551,712
2-1 48 5122,076 SI,221 $57,249
25 19 $125,738 51,257 563,280
26 50 $129,511 51,295 569.048
27 j 1 5133,396 $1,334 576,998
28 32 $137,398 51,3/4 $04,780
29 j3 $141,520 SI,415 $93,247
30 54 SI 45,765 51,458 5102,457

Assumes participant retires Irom system and is receiving syslom sponsored benefits
Assumes only uso ol HRA lunds is to pay lor Ncl (altor subsidy il npplicabto) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition ol pro-Medicare relireo group does not change Irom current

All osllmnlos, based upon the information available al a point in timo, nro subjoct lo unlorasoon and random 
events. Therolore any projection must bo interpreted as having a likely rango ol variability Irom the eslimalo

Gross Retiree 
Premium Cost

5537.717

Total Stalo 
Subsidy

$200,739

Pro MC 
Composilo

Pro MC 
Composite

Retiree
Med/Rx

Premium
Subsidy

Base
Retiree
Subsidy

Reliree
Conlribulion

S7.318 1.23 SO 57,318 $0 SO
S8.107 1.11 SO $7,684 so so
58,937 1.10 SO $0,068 SO so
$9,002 1.10 50 $8,471 SO so

$10,695 1.09 50 58,895 $0 SO
S11.6UB 1.09 SO $9,340 so so
512,532 1.08 $0 59,007 so $0
$13,456 1.07 50 $10,297 $0 so
$1-1,369 1.07 $0 510,012 so so
$15,258 1.06 50 511,352 50 so
$16,112 1.06 SO $11,920 so so
S16.918 1.05 $0 512,516 SO so
$17,764 1.05 SO $13,142 so so
518,652 1.05 50 S13.799 so so
SI 9,585 1.05 SO 514,489 so so
$20,564 1.05 SO S15,213 so so
$21,592 1.05 so $15,974 so so
522,672 1.03 so SI 6,773 so so
$23,805 1.05 so S17.611 so $0
$24,996 1.05 so S10,492 so so
$?6,?45 1.05 so SI 9,416 so $0
'  .-,558 1.05 so 520,307 so $0
$28,936 1.05 so 521.407 so SO
530.382 1.05 SO $22,477 so so
S31,901 1.05 so 523,601 so so
S33.49G 1.05 so S24.701 $0 so
535,171 1.05 so $26,020 so so
$36,930 1.05 so 527,321 so so
$38,776 1.05 so 528.607 so so
$40,715 1.05 so $30,121 so $0

Total HRA 
Spend

$112,846

Beg ol 
Year HRA 
Balance

HRA
Spend

SO SO
SO so
SO SO
so so
so SO
so so
so SO
SO SO
SO so
SO so
so so
SO $0
SO $0
50 so
$0 so
SO so
$0 so
so so
so so
so so
so so
so so
so so
$0 so
so so
so so
so so
so so
so so
so $0

5102,457 S-12.751
566.430 544.880
$25,207 S25.207

so SO
so SO
SO SO
so SO
so so
so so
so so

31 55 50 so S66.-130 542.751 1.05
32 56 SO 50 S25.207 $44,880 1 05
33 .67 SO $0 SO SI 7,133 1.05
3-1 :>a SO so so 549,490 1.05
35 f-9 so so so $5l,9b-1 1.05
36 to So Su so $5-1,562 1.05
37 t i so $0 so $57,260 1.05
38 12 $0 so $0 $60,155 1.06
39 63 so $0 $0 563.163 1.05
40 64 so so so $66,321 1.05

5-12,751 
5-1-1,868 
$-17,133 
$-19,490 
$51,96-1 
S54.562 
S57.290 
SdO. 155 
$63,163 
$66.5? 1

$31,627 
S33.209 
S34.8G9 
536.61? 
$38,443 
$40,365 
$42 383 
544,503 
S46.728 
5-19,064

SO
$0
$0
$0
$0

$36,329 
530,1 15 
$40,062 
$42,055 
544.158

$42,751
544.088
S47.133
549,490
$61,9u4
516,234
$19,145
S20.102
521,108
S22.163
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'Hire Date
Age at hire
Ago at retirement
Subsidy Eligibility Age
Service

Salary
Wage inflation

HRA contribution rale 
HRA accumulation rale

Subsidy Base 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

60%

$51,495
$161,299
$106,736

Duration Aqe Salary Contribution

End of 
Year HRA 
Balance

1 40 $42,245 $845 $879
2 41 $43,512 $870 $1,857
3 42 $44,818 $896 $2,943
4 43 $46,162 $923 $4,146
5 44 $47,547 $951 $5,478
G 45 $48,974 $979 $6,L 19
7 46 $50,443 $1,009 $8,572
8 47 $51,956 $1,039 $10,360
9 48 $53,515 $1,070 $12,328

10 49 $55,120 $1,102 $14,492
11 50 $56,774 $1,135 $16,869
12 51 $58,477 $1,170 $19,478
13 52 $60,231 $1,205 $22,338
14 53 $62,038 $1,241 $25,472
15 54 $63,899 $1,278 $28,903
16 55 $65,816 $1,316 $32,657
17 56 $67,791 $1,356 $36,762
18 57 $69,825 $1,396 $41,247
19
20

58
59

$71,919
$74,077

$1,438
51,482

$46,147
S51.495

21 60 $0 $0 $25,372
22 61 $0 $0 $0
23 62 $0 $0 $0
24 63 $0 $0 $0
25 64 $0 $0 $0

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay for Net (after subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from current 
Assumes spouse of equal age to retiree
All estimates based upon the information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be in te rp re t as having a likely rango of variability from the estimate.

Gross Reliree 
Premium Cost

$290,044

Total State 
Subsidy

$128,745

Total HRA

Pre MC 
Composite 
Premium

Pre MC 
Composite 

Trend

Retiree
Med/Rx
Premium

$14,636 1.23 $0
$16,215 1.11 $0
$17,87^ 1.10 $0
$19,604 1.10 $0
$21,390 1.09 $0
$23,216 1.09 $0
$25,064 1.08 $0
$26,91? 1.07 $0
$28,738 1.07 $0
$30,517 1.06 $0
$32,225 1.06 $0
$33,836 1.05 $0
$35,528 1.05 $0
$37,304 1.05 $0
$39,169 1.05 $0
$41,128 1.05 $0
$43,184 1.05 $0
$45,343 1.05 $0
$47,611 1.05 $0
$49,991 1.05 so
$52,491 1.05 $52,491
$55,115 1.05 $55,115
$57,871 1.05 $57,871
$60,765 1.05 $60,765
$63,803 1.05 $63,803

Subsidy
Base

Retiree
Subsidy

$14,636 $0
$15,367 $0
$16,136 $0
$16,943 SO
$17,790 $0
$18,679 $0
$19,613 $0
$20,594 SO
$21,624 $0
$22,705 $0
$23,840 $0
$25,032 $0
$26,284 $0
$27,598 $0
$28,978 $0
$30,426 $0
$31,948 $0
$33,545 $0
$35,222 $0
$36,984 $0
$38,833 $23,300
$40,774 $24,465
$42,813 $25,688
$44,954 $°6,972
$47,201 $28,321

Reliree
Contribution

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

Spend

$54,563

Beg of
Year HRA HRA
Balance Spend

$0 $0
$0 $0
$0 $0
so $0
$0 $0
$0 $0
so $0
$0 $0
$0 $0
$0 $0
$0 $0
$0 $0
so $0
$0 so
$0 so
$0 $0
$0 so
$0 so
$0 so
$0 so

$51,495 
$25,372

$29,191
$25,372

$0 $0
$0 SO
$0 $0

Mercer Human Resource Consulting V E V S  " v & w ’  S p o o ^ e .
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Hire Dato 
Ago at hire 
Ago at retirement 
Subsidy Start Age 
Service

Salary
Wage inflation

HRA contribution rate 
HRA accumulation rale

Subsidy Base (7/1/2003) 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total reliree contribution 
Net reliree cost (w/HRA int)

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay for Net (after subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from current

All estimates, based upon the information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely range of variability from the estimate.

60%

$51,495
$80,650
$21,114

End of
Year HRA

Duration Age Salary Contribution Balance
1 40
2 41
3 42
4 43
5 44
6 45
7 46
8 47
9 48

10 49
11 50
12 51
13 52
14 53
15 54
16 55
17 56
18 57
19 58
20 59

$42,245
$43,512
$44,818
$46,162
$47,547
$48,974
$50,443
$51,956
$53,515
$55,120
$56,774
$58,477
$60,231
$62,038
$63,899
$65,816
$67,791
$69,825
$71,919

Gross Retiree 
Premium Cost

$145,022

Pre MC Pre MC Retiree
Composite Composite Med/Rx
Premium Trend Premium

21 60 $0 so $40,558 $26,245 1.05
22 61 $0 $0 $27,959 $2 '.558 1.05
23 62 $0 $0 $13,523 $28,936 1.05
24 63 $0 so so $30,382 1.05
25 64 $0 $0 $0 $31,901 1.05

$26,245
$27,558
$28,936
$30,382
$31,901

Total State
Subsidy

$64,373

i
Subsidy Retiree

Base Subsidy
$845 $879 $7,318 1.23 $0 $7,318
$870 $1,857 $8,107 1.11 $0 $7,684
$896 $2,943 $8,937 1.10 $0 $8,068
$923 $4,146 $9,802 1.10 $0 $8,471
$951 $5,478 $10,695 1.09 $0 $8,895
$979 $6,949 $11,608 1 09 $0 $9,340

$1,009 $8,572 $12,532 1.08 $0 $9,807
$1,039 $10,360 $13,456 1.07 $0 $10,297
$1,070 $12,328 $14,369 1.07 $0 $10,812
$1,102 $14,492 $15,258 1.06 $0 $11,352
$1,135 $16,869 $16,112 1.06 $T $11,920
$1,170 $19,478 $16,918 1.05 $U $12,516
$1,205 $22,338 $17,764 1.05 SO $13,142
$1,241 $25,472 $18,652 1.05 so $13,799
$1,278 $28,903 $19,585 1.05 so $14,489
$1,316 $32,657 $20,564 1.05 $0 $15,213
$1,356 $36,762 $21,592 1.05 so $15,974
$1,396 $41,247 $22,672 1.05 $0 $16,773
$1,438 $46,147 $23,805 1.05 $0 $17,611
$1,482 $51,495 $24,996 1.05 $0 $18,492

$19,416
$20,387
$21,407
$22,477
$23,601

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

 $o_
$11,650
$12,232
$12,844
$13,486
$14,160

Total HRA 
Spend

$59,536

Retiree
Contribution

Beg ol 
Year HRA 
Balance

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

HRA
Spend

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
so
$0
$0
$0
$0
$0
$0
so

$14,596 $51,495 $14,596
$15,325 $40,558 $15,325
$16,092 $27,959 $16,092
$16,896 $13,523 $13,523
$17,741 $0 $0

Mercer Human Res 'rce Consulting vep-5
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'Hire Dale 
Ago at hire 
Age at retirement 
Subsidy Start Age 
Service

Salary
Wage inflation

HRA contribution rate 
HRA accumulation rate

Subsidy Base (7/1/2003) 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

60%

$25,748
$80,650
$53,368

Duration Age Salary Contribution

End of 
Year HRA 
Balance

1 40 $42,245 $422 $440
2 41 $43,512 $435 $929
3 42 $44,818 $448 $1,471
4 43 $46,162 $462 $2,073
5 44 $47,547 $475 $2,739
6 45 $48,974 $490 $3,474
7 46 $50,443 $504 $4,286
8 47 $51,956 $520 $5,180
9 48 $53,515 $535 $6,164

10 49 $55,120 $551 $7,246
11 50 $5G,774 $568 $8,435
12 51 $58,477 $585 $9,739
13 52 $60,231 $602 $11,169
14 53 $62,038 $620 $12,736
15 54 $63,899 $639 $14,451
16 55 $65,816 $658 $16,328
17 56 $67,791 $678 $18,381
18 57 $69,825 $698 $20,624
19 58 $71,919 $719 $23,073
20 59 $74,077 $741 $25,748
21 60 $0 $0 $12,686
22 61 $0 $0 $0
23 62 $0 $0 SO
24 63 $0 $0 $0
25 64 $0 SO so

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay for Net (alter subsidy if applicable) retiiee premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from current

All estimates, based upon the information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely range f variability from the estimate.

Gross Retiree 
Premium Cost

$145,022

Pre MC Pre MC Retiree
Composite Composite Med/Rx
Premium Trend Premium

$7,318
$8,107
$8,937
$9,802

$10,695
$11,608
$12,532
$13,456
$14,369
$15,258
$16,112
$16,918
$17,764
$18,652
$19,585
$20,564
$21,592
$22,672
$23,805
$24,996

1.23
1.11
1.10
1.10
1.09
1.09 
1.08
1.07
1.07 
1.06 
1.06
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05

$0
$0
$0
$0
$0
50
50
$0
$0
$0
$0
$0
$0
$0
50
$0
$0
$0
$0
SO

$26,245
$27,558
$28,936
$30,382
$31,901

1.05
1.05
1.05
1.05
1.05

$26,245 
$27,558 
$28,936 
$30,382 
S31.9C 1

Total State 
Subsidy

$64,373

Subsidy
Base

Retiree
Subsidy

$7,318 $0
$7,684 $0
$8,068 $0
$8,471 $0
$8,895 $0
$9,340 $0
$9,807 $0

$10,297 $0
$10,812 $0
$11,352 $0
$11,920 $0
$12,516 $0
$13,142 $0
$13,799 $0
$14,489 $0
$15,213 $0
$15,974 $0
$16,773 $0
$17,611 $0
$18,492 $0
$19,416 $11,650
S20.3B7 $12,232
$21,407 $12,844
$22,477 $13,486
$23,601 $14,160

Retiree
Contribution

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0

Total HRA 
Spend

$27,282

$14,596
$15,325
$16,092
$16,896
$17,741

Beg of 
Year HRA 
Balance

HRA
Spend

$0 $0
$0 $0
so $0
$0 $0
$0 $0
$0 $0
$0 $0
$0 $0
$0 $0
$0 $0
$0 SO
$0 $0
so so
$0 $0
so $0
$0 $0
$0 $0
$0 $0
$0 $0
$0 $0

$25,748 $14,596
$12,686 $12,686

$0 so
$0 $0
$0 $0

Mercer Human Resource Consulling I / *

Run Date: 4/12/2005
State of Alaska



Hlru Dale 
Aqu at hire 
Ago nl retirement 
Subsidy Start Age 
Sorvlco
r 'Ifiry
Wago inflation

I IRA contribution ralo 
I IRA accumulation rale
Subsidy Base (7/1/2003) 
Subsidy index 
Subsidy percent
I IRA Pund at retirement 
Total retiree contribution 
Not reliree cosl (w/l IRA Ini)

7/1/2005
25
55
60
30

$42.2-15
30%
2.0%

8.25%
S5.962

5%
90%

SI 39,949 
5336,970 
5176,399

Duration Ano Salary Contribution

End ol 
Year HRA 
Balance

1 25 542.245 5045 5879
2 26 543,512 5870 51,857
3 27 $44,818 S896 52,943
4 28 546,162 5923 S4.14G
5 29 547.547 5951 55,470
6 30 548,974 5979 SO,949
7 31 550,443 51,009 58,572
8 32 551,956 51,039 $10,360
9 33 553,515 SI.070 512,328

10 34 $55,120 $1,102 514,492
11 35 556,7/4 51,135 $16,869
12 36 558,477 51,170 519,478
13 37 560,231 51,205 $22,330
14 38 $62,030 51,241 $25,472
15 39 563,899 51.278 528.903
16 40 $65,816 $1,316 532,657
17 41 567,791 51,356 $36,762
18 42 569,825 $1,396 541,247
19 43 571,919 51,438 546,147
20 44 574,077 51,482 551,495
21 45 S76.299 $1,520 $57,331
22 46 $78,508 51,572 $63,696
23 47 580,946 51,619 570,636
24 48 583,374 $1,667 S7P.198
25 49 585,875 51.718 506,436
26 50 508,452 51,769 595,408
27 51 591,105 51,822 S105.175
28 52 593,830 SI .077 5115,805
29
30

53
54

$96,G54 
$99,553

St,933 
51,991

5127,370
S139.949

Assumes participant rotiros Irom syslem and is receiving systom sponsored '■nelils
Assumes only use ol HRA lunds Is to pay lor Net (alter subsidy II applicable) ie.»eo premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition ol pre-Medicaro retiree gioup does not change Irom current

All estimates, based upon tbo Information availablo at a point in limo, are subject lo unloresoon and random 
evonts. Therefore any projection must bo Inlorprolod as having a likely range ol variability Irom Iho estimate,

Gross Retiree 
Premium Cost

5537,717

Total State 
Subsidy

5200.739

Total HRA 
Spend

5160.579

Pre MC 
Composite 
Premium

Pro MC 
Composito 

Trend

Rctireo
Mod/Rx

Premium
~ib sidy 

asc
Retiree
Subsidy

57,310 1.23 SO 57,318 SO
58,107 1.11 $0 $7,604 so
50.937 1.10 Su 58,068 so
$9,002 1.10 SO 58,471 SO

510,695 1.09 SO 58.895 50
511,600 1.09 so 59,340 so
$12,532 1.08 S3 59,807 50
513.456 1.07 $0 510,297 SO
514.369 1.07 SO 510,012 SO
515,258 1.06 SO 511.352 SO
516,112 1.06 SO 511.920 so
516,918 1.05 SO 512,516 so
517,764 1.05 SO 513,142 SO
$18,652 1.05 SO 513,799 SO
519,585 1.05 so S14,489 SO
$20,564 1.05 so S15.2I3 SO
521.592 1.05 so 515,974 so
522.672 1.05 so 516.773 so
S23.0O5 1 05 SO 517,611 so
$'.’4,996 1.05 SO $18,492 so
520,245 1.05 so S19.41G so
S27.503 1.05 so $20,387 so
520,936 1.05 so 521,407 so
530.302 1.05 so 522,477 $n
$31,901 1.05 so 523,601 50
533,496 1.05 so 524.7B1 so
535.171 1.05 so 526,020 so
$36,933 1.05 so 527,321 so
$30,776 1.05 so 52B.607 so
540,715 1.06 so S30.121 so

1 Retiree 
| Contribution 

50 
SO 
SO 
SO 
SO 
SO 
SO 
SO 
SO 
SO 
SO 
$0 
SO
so
so
so
so
so
so
so
so
so
so
so
so
so
so
so
so
so

31 55 SO SO 5107,0)6 542,751
32 56 SO SO 569,141 544,888
33 57 50 so $25,806 547,133
34 58 SO so SO 549.490
35 59 SO so SO Sb 1,964
36 60 so so so 554.562
37 61 SO so SO $57,290
30 62 so SO so 560 155
39 63 SO SO 50 $63,163
40 64 SO so SO S66.221

t 05 
I 05 
1.05

05
05
05
05
05
05
05

$42,751 
S44.8QU 
S17.133 
S49.49U 
551,964 
554,562 
$57,290 
560,155 
563,163 
S66.321

S31,627 
533,209 
534,869 
536.612 
538,443 
S40.365 
542.383 
544,503 
546,728 
549,064

SO
$0
SO
SO
SO

$36,329 
$38,145 
S40,052 
S42.055 
544.1511

S42.701 
S44.880 
S47.133 
549.490 
551,964 
$10,234 
St 9,145 
S20.102 
521,100 
522,163

Mercer Human Resource Consulting Irlire -2.V-

Beg ol 
Year HRA 
Balance

HRA
Spend

SO so
$0 50
SO so
SO SO
SO SO
SO SO
SO 50
SO SO
SO SO
SO SO
SO SO
SO so
SO so
so so
so so
so so
50 SO
50 so
50 so
SO so
so SO
so so
so so
so so
so so
so 50
so SO
so SO
su SO
so so

$139,949
S107.0I6

S‘<2.75l
$44,088

569,141 547,133
525,806 S25.006

SO SO
SO so
SO SO
SO so
SO so
SO so

Run Dale; 4/1197005 
Stale ol A'aska (2)



IO U S E  C O M M IT T E E  REPO* *

Date RETURNED to Committee; May 2, 2005 FURTHER REFERRALS:

Date of Committee Action: s ^ )  \  T X  \ 0

The FINANCE Committee considered: CSSB 14KFIN)

CS FOR SENATE BILL NO. 141(FIN) PUBLIC EMPLOYEE/TEACHER RETIREMENT/BOARDS
"A n  Act ri'liiliiif: In (lie tochers' mill public employees' retirement systems mill creating denned eonlrlliullun mid health relmliursciiieiil plnns for members of the tochers' 
retirement system nnd the public employees' retirement system who lire first hired sifter Ju ly  1,2005; rrlaling lu university retirement progim us; establishing the Alnskn 
Itellrement Management llnard lu replace the Alaska Stale Pension Investment Hoard, the Alaska Teachers' Itcliremenl Hoard, and the Public Employees' Retirement Hoard; 
addin); appeals of the decisions of the administrator or the teachers' and public employees' retirement systems to the Jurisdiction of the office of administrative hearings; 
providing Tor nonresled members of the teachers' retirement system denned hcnem plans to transfer into the teachers' retirement system denned cnnlrihulion plan and for 
nonrested members or the public employees' retirement system denned benefit plans lo transfer Into the public employees' retirement system denned contribution plan; 
providing for political subdivisions and public organizations to re<|ucsl lo participate h. the public employees' defined conlribulion retirement plan; and providing for an 
effective dale.”

Recommends it he replaced with [ / f  HCS or I ] CS for 0  ^  ^  \ M- 1______________
For Senate Dills with new title: [  ]  Technical Title f  ]  New Title: IJCR_________  [ I Same Title [ / /N e w  Title

[ ] attach amendments
[ ] add new referral l o _______________ Committee
[ ] Letter o f  Intent_____________ Committee

( i i )
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ADM
O il)
COR
CRT
EKI>
DEC
1)FG
GOV
IIS'S
I.RG
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LWK
MVA
DN'R
DI'S
REV
DOT
UA

N E W  F IS C A L  N O T E S
*Assif:ncd by Chief Clerk’s Office
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t /
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k  I  P P / * r  n  One Union Square
* V I  E- V -  C  l \  600 University Streei, Suite 3200

human Resource Consulting Seattle, w a  98101-3137
206 608 8800 Fax 20'i 382 0627

M em o

To: M elanie Millhorn
Date: May 2, 2005
From: Sam Marlin
Subject: AS 24.08.036  Fiscal Notes on Bills Affecting State Retirem ent

Systems, requires an additional analysis of the long term  and short 
term  costs to the s ta te  if  a bill is adopted, as w ell as the im pact of the  
bill on the  actuaria l soundness of the funds.

As compared to the current PERS and TRS plans, House CS for CS for Senate Bill Number 141 
(STA) Version X, will serve to significantly reduce the volatility of future costs associated with 
new hires, and the employer contribution rates for these new hires will be more predictable. The 
bill will have no negative impact on the actuarial soundness o f  the systems.

The major cost components as amended by House Finance include the following:
■ 8% Employee contribution amount for PERS police and firefighter and “all others” and TRS
- 5% DC
■ 2.5% Health Reimbursement Arrangement
■ 2.^% Medical Claims*
■ Death and disability benefits for all PERS members in accordance with current statute 

provisions

* Note: House Finance adopted a modified Tier medical plan that includes pre-65 and post-65 
medical coverage. Based on the changes made from the original medical Tier design a 
preliminary estimate would be between 2.5% and 3.75%. It is anticipated under the House 
Finance medical component that there may be an offsetting savings lo the initial projection of  
3.75%. A follow-up analysis will be forthcoming to confirm the amount.

c  V tocunafti Jmf ■ • in g a 'jw  fnarWJric*l !•»•<«*», y  I * fa* 24 06 C06 • kb |4.1 doc

M i n t i  A M c l e n n a n  C o f n p a n i n



FISCAL NOTE

OPERATING EXPENDITURES
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure)

TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menlal Heallh 
1029 PERS
1034 TRS
Other (Specify Type--Do not abbreviate)

TOTAL

S T A TE  U I A L A S K A
2005 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction): 
Title An Act relation lo TRS and PERS creating a 
defined contribution and health reimbursement plans ...........
Sponsor
Requester

Senate Finance Committee
Senate Finance Committee

Expenditures/Revenues

Fiscal Note Number:
Bill Version:
(H) Publish Dale:

Depl. Affected: 
'RDU
Component

10

Component No.

HCS CSSB 141 (FIN) 
5/2/05

Administration
Centralized Administrive Services 

Retirement and Benefits

64

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Estimate of any current year (FY2005) cost: 0 0
Check this box (X) if funding for this b ill is included in the Governor’s FY 2006 budget proposal: [

POSITIONS
Full-time 2 2 2 2 2 2
Part-time 0 0 0 0 0 0
Temporary 3 2 1 1 1 1

ANALYSIS: (Attach a separate pacjo it necessary)
This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for 
new employees of the PERS and TRS hired after the effective dale of July 1, 2005. As the new plan 
significantly differs from the current defined benefit plans, the division will be required to reprogram its 
computer systems, set up and account for two new plans, create new plan publications and forms, tram staff, 
employer contacts and new members, create new employee benefit education methods on the web, benefit 
seminars and one on one appointments, and to contract for financial planning services for members of the 
new plan. The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees 
are separate. It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by 
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted by the 
boards.
Prepared by: Melanie Millhorn, Director________________________________________  Phone 465-4408
Division Reliremen! and Benefits Date/Time 4/22/05 3 29 PM

Approved by: Mike Tibbies, Deputy Commissioner_______________________________ Dale 4/22/2005
Agency Department of Administration_____________________________________

(!)w:3 Mt'WI'l Page 1 of 2



F IS C A L  N O T E  #10

ANALYSIS CONTINUATION

The estimated administrative costs to Ihe division bv fiscal year are as follows:

S T A TE  O F A L A S K A  B IL L  NO. HCS c s s b  141(FIN)

2005 L E G IS L A T IV E  SESSION

FY 2006 FY 2007 FY 2008 FY 09-11
PERSONAL SERVICES:

1 - Non Perm Analyst-Pgmr III - DC-Benefits Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant II - Range 16 52.0 52.0 52.0 52.0
1 - R&B Tech I/ll - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 46 7
1-Non Permanent Publications Tech II or Spec I - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0

276.5 227.5 163.1 163.1
TRAVEL:

Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0

37.5 17.5 3.5 5.0
CONTRACTUAL:

Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting. Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0

667.0 327.0 352.0 397.0

SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, compu.

telephone, set-up costs 30.0 0.0 0.0 0.0

MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)
Board Member Election 2006/2008 0.0 0.0 0.0 00
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel Members/Staff -24.0 -24.0 -24.0 -24 0
Honorarium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20 0
Disability Hearings-Office of Administrative Hearings 116.0 87.0 87.0 87.0

-12.5 -41.5 -41.5 -41.5

TOTAL 1,016.5 535.5 482.1 528.6

The above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined 
Benefit plans, and the present DC plans, SBS and DCP are legally separate from the intended plan. It is assumed that 
by FY2008, as more employees are hired into the new tiers, that program costs will be funded through an assessment 
on DC accounts, similar to the SBS program currently in place. General funds will be reduced 25% per year from 
FY2008-2011.

The new plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05 The startup costs are not costs 
of the PERS and TRS Defined Benefit plans. Tiers 1, 2, and 3 are logically related, however, tier A PERS and Tier 3 
TRS would not be. The purpose of the bill is to separate the DB and DC side, A leg.il opinion was sought to determine 
how the funding and accounting needs to occur for the new DC plan.

P a g e  2  o f 2



Valuation Results

1 .5 (c )  A c tu a r ia l  P ro je c t io n s  -  E f fe c t  o f E c o n o m ic  S c e n a r io s  (continued)

C o n tr ib u t io n  R a te

2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029
Fiscal Yenr Ending 

“ “ “  Pessimistic Baso Case “  -  Optimistic

Murcnr Human riu5ourto Consulting 35 Slnto ol Alask i Tunclicrs' Retirement System
as ol Juno 30. 200-1
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Valuation R esu lts

1 .5 (c )  A c tu a r ia l  P r o je c t io n s  -  E f fe c t  o f E c o n o m ic  S c e n a r io s  (c o n tin u e d )  

C o n tr ib u t io n  R a te

2005 2009 2013 2017 2021 2025 2029
Fiscal Year Ending

—  Pessimistic Base Caso -  ** Optimistic

Mercer liiimnn Mosouico Consulting •10 Stato ol Alaska Public Employoos' noliromont Syslom
as ol Juno 30. 2004



Mnrcor I lumnn Hcsouico Consulting 35 Slnlo of Alnskn Tnnchns' floliiRinonl Sy.JUrn
n s 0 [ J l)M0 3 9 , 200'1

r# | f 5 ) t j l  m i [ g I [g '  /h i rm  I B !  i n  m i r n i  m i m i m i m . — .

Valuation Results

1 .5 (c )  A c tu a r ia l  P r o je c t io n s  -  E f fe c t  of E c o n o m ic  S c e n a r io s  (continued)

C o n tr ib u t io n  R a te
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cr
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2 0 0 5  2 0 0 7  2 0 0 9  2011 2 0 1 3  2 0 1 5  2 0 1 7  2 0 1 9  2021 2 0 2 3  2 0 2 5  2 0 2 7  2029

Fiscal Year Ending

Pessimistic Baso Case •• "  Optimistic



Valuation Results

1.5 (c )  A c tu a r ia l  P r o je c t io n s  -  E f fe c t  o f  E c o n o m ic  S c e n a r io s  (continued)

C o n tr ib u t io n  R a te

Fiscal Year Ending

—  Pessimistic  D-aso Caso ** 14 Optimistic

Murccr Human Mesourca Consulting
4

• 10 Slntu ot Alaska Public Employuns' llo liinrnonl Syslom
as ot June JO. 20(M
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A l a s k a  P r o f e s s i o n a l  F i r e  F i g h t e r s

LEGISLATIVE FA C T S H EE T
Released 4/28/2005

SB 141 
PERS Tier IV

BACKGROUND
Alaska PERS has been actuarially estimated to be billions of dollars under-funded. This is due to 
many reasons including, poor stock market performance, unrealistic actuary statistics used in past 
audits, increased un-fundcd benefits, and most importantly, the rising cost of medical coverage. 
This has lead lo a strong movement by some lo address the under-funding this session.

SB 141 Sponsored by the Senate Finance Committee, this legislation would create a Tier IV in 
PERS and Tier 111 in TRS. The new Tiers would change the pension system from a Defined 
Benefit to a Defined Contribution System. This is much like a traditional 4 0 IK savings account. 
The legislation provides for the following contributions:

+ 8.0% Employee Mandatory Contribution 
+4.5% Employer Mandatory Contribution 
+1.75% Employer Contribution to medical plan
+3.0% Employer C or‘ ' ;hution to HRA (Health Reimbursement Account) based on average 

employee compensation

The Alaska Professional Fire Fighters Association's POSITION

The AKPFFA strongly opposes this bill and believes that our state should 
continue to seek a solution that addresses both the participating employers’ fiscal 
needs and the participating employees’ retirement security.

AKPFF ARGUEMENTS

• Tho DC plan would essentially eliminate a pension system as we know it. The employee 
would have to link their retirement date to the performance of the stock market and the 
cost of the medical plan premiums. The employee bears 100% of the investment risk.

■ Fire Fighters often have to retire early because of the demands of the job or injury. It is
impossible to link this to stock market performance. This would force Fire ghters to 
work beyond when it is safe or healthy for them lo do so.

• Currently DB plan death and disability benefits are not subject to federal income taxes 
under Code Sections 101(h) "Fallen Hero's" and 101(a)(1), If these benefits are provided 
using an employer or employee sponsored insurance plan, employees will be taxed upon 
the amounts provided to the employee in the case of on duty injury and will be taxed on 
the premium payments that the employer makes for death insurance. This further erodes 
the disability benefit, and takes money from the pockets of employees for death benefits.

• The proposed legislation contains inadequate financial security for the families of 
firefighters injur - .-d or killed in the line of duty. This inadequate security is unacceptable 
lor public safety workers who risk their lives to protect the lives of other Alaskan's.

• It is unclear what the legal ramifications on current negotiated labor agreements might 
be. SB 141 may force employers and employee groups to renegotiate existing labor 
agreements based upon the significant loss of benefits lo future employees that would 
have been covered under these contracts.
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KODIAK ISLAND BOROUGH 
RESOLUTION NO. FY2005-23

A RESOLUTION OF THE KODIAK ISLAND BOROUGH ASSEMBLY URGING 
THE ALASKA STATE HOUSE AND SENATE TO APPROVE THE GOVERNOR'S 

PROPOSED $37.5 MILLION APPROPRIATION TO OFFSET THE COST OF 
STATE REQUIRED MUNICIPAL PERS INCREASES FOR THE NEXT TWO YEARS

WHEREAS, the State has notified the Kodiak Island Borough that its' PERS rate will increase 
from 5% in FY2005 to 10% in FY2006, and will continue to increase until it reaches a total rate 
of 28.34% ; and

WHEREAS, PERS is a single employer retirement system and the Kodiak Island Borough has an 
unfunded liability of $4,119,487, not shared w ith "ther PERS employers; and

WHEREAS, mandatory State PERS increases on top of the loss of municipal revenue sharing as 
well as fuel, insurance and other cost increases leave many municipalities w ithout the resources 
to fully fund schools, police, or other basic services; and

WHEREAS, the Kodiak Island Borough would have to raise its ’ mill levy close to 1 mill to fully 
fund its state mandated PERS costs but has a tax cap that precludes such increases and will 
require the Borough to make deeper cuts to local basic services; and

WHEREAS, the Alaska Municipal League and many municipal elected officials and finance 
directors have been "at the table" to help the State adopt a new PERS/TRS "tier" to help control 
future costs; and

WHEREAS, the State has received a huge increase in oil revenue while communities are facing 
steeply higher expenses. For every $1 increase in the price of a barrel of oil the State 
government receives an additional $65 million of new revenue per year while Alaskan cities, 
boroughs, schools, businesses, other organizations, and families pay $20 million of higher new 
costs for fuel, transportation, etc. based on federal fuel usage figures for Alaska; and

WHEREAS, if the State fails to share a small portion of its huge oil revenue increases with our 
community/local taxpayers to offset State required PERS payment inc eases for at least the next 
two years, the impact on Kodiak Island Borough will be higher taxes plus a reduction in the 
ability to pay for education, planning and zoning, health, and other basic Borough functions.

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH 
that the members of the Alaska State House and Senate are strongly urged to approve the 
Governor's proposed $37.5 million appropriation to offset the cost of State required municipal 
PERS increases for the next two years. This action will avoid large local tax increases and/or 
large cuts to local services including schools, maintenance of Borougli buildings and other 
improvements, planning and zoning, equity in Borough property assessments, and other services.

ADOPTED BY THE ASSEMBLY OF THE KODIAK ISLAND BOROUGH 
THIS SEVENTH DAY OF APRIL 2005

KODIAK ISLAND BOROUGH

ATTEST:

Uudith A. NiclserC CMC, Borough Clerk

H e io 'u iio n  Mo f'tTobm .'■} 
1‘JUP I bl I



Requested by: Mayor Keller 
Adopted: April 11, 2005 

Vote: Unanimous

CITY OF W A S ILLA  
RESOLUTION SER IAL NO. 05-16

A  RESOLUTION OF THE W A S ILLA  CITY CO UNCIL SUPPORTING PUBLIC 
EM PLOYEE RETIREMENT SYSTEM (PERS) EAR LY FUNDING NEEDED FOR THE 
CITY OF W A S ILLA  TO AVOID LO C AL TAX INCREASES._____________________________

WHEREAS, the State has notified com m unities that rates for the State Public 

Employee Retirement System (PERS) will increase by more than 400 percent. PERS 

rates have been increasing by 5 percent o f total salaries paid by municipalities and will 

n • uh approximately 30 percent o f the salary o f every public employee for the next 25 

years to pay the "unfunded liability" o f the State PERS program; and

WHEREAS, mandatory State PERS increases on top of the loss of municipal 

revenue sharing, and fuel, insurance and other cost increases leaves many 

municipalities w ithout the resources to fully fund schools, police, or other basic services; 

and

WHEREAS, municipalities with property taxes face 1 to 6 mill property tax 

increases just to pay state mandated PERS costs over the next three years (average 

1.65 mills), however, many municipalities have local tax caps that preclude such 

increases which will require municipalities to make deeper cuts to local basic services.

WHEREAS, the Alaska Municipal League and many municipal elected officials 

and finance directors have been "at 4he table" to help the State adopt a now PERS/TRS 

"tier" to help control future costs: and

City of Wasilla Resolution Serial No. 05-16
Page 1 of 2



W HEREAS, the State has received a huge increase in oil revenue while 

com m unities face steeply higher expenses. For every $1 increase in the price of a 

barrel o f oil the State government receives an additional S65 million of new revenue per 

year while A laskan cities, boroughs, schools, businesses, other organizations, and 

fam ilies pay $20 million of higher new costs fo r fuel, transportation, etc. based on 

federal fuel usage figures for Alaska; and

W HEREAS, if the State fails to share a small portion of its huge oil revenue 

increases with our community/local taxpayers to offset State required PERS payment 

increases for at least the next two years, the impact on the City of Wasilla will have an 

upward affect on properly taxes or lower the service level that we provide to our 

citizens.

NOW THEREFORE BE IT RESOLVED, that the Wasilla City Council strongly 

urges the members of the Alaska State House and Senate to approve the Governor's 

proposed 537.5 million appropriation to offset the cost o f Stale required municipal 

PERS increases for the next two years; and

BE IT FURTHER RESOLVED, this action will avoid higher local taxes and/or 

large cuts to local services.

ADOPTED by the Wasilla City Council on April 11, 2005.

DIANNE M. KELLER, Mayor

ATTEST:

[SEAL]
KRISTIE SMITHERS, MMC 
City Clerk

City o f  Wasilla 
Page 2 of 2
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April 27, 2005

Mayor Mark Begich 
P.O. Box 196650 
Anchorage, AK  99519-6650

Dear Mayor Begich:

In keeping w ith  the spirit of communication between the APDEA and the Municipality, the 
APDKA wants to let you know of the potentially serious financial side effects of SB 141, now pending in 
the Legislature. SB 141 would amend the PERS system to create a "Tier 4" retirement group effective July 
1, 2005. Ihe financial risks to the Municipality posted by SB 141 may not be well understood by the 
Legislature and, to our knowledge, have not been carefully analyzed.

Whether SB 141 is successful in its passage or not, the M unicipality is required to maintain 
existing levels of benefits provided to APDEA members, w ithout regard to when they are hired. AMC 
Chapter 3.70, which sets forth the general rules regarding collective bargaining, mandates that:

(1) "the Municipality shall ensure that, where matters of wages, hours and other terms and 
conditions of employment are involved, all written agreements are observed," AM C § 
3.70.040(B); and

(2) "(t]he Municipality or its agents may not: * * * (5) refuse to bargain collectively in good 
faith over wages, hours and other terms and conditions of employment. . . . "  AMC § 
3.70.140(A).

While not expressly addressed by Ihe AMC or Alaska courts, it is generally held that "terms and 
conditions of employment" includes pension and retirement benefits. Courts are rather matter-of-fact in 
this regard. See Vcnncer v. Tomkeit Const., Inc , 19 Or. App. 37, 41, 618 P.2d 1301, 1303 (1980) ("(PJensions 
and insurance benefits arc part of 'wages' and as such are subjects of mandatory collective bargaining.” ); 
Shecron p. General F.ler. Co., 593 F.2d 93, 96 (9th Cir. 1979) ("|P]ension rights are w ithin the scope of the 
terms 'wages’ and 'conditions ot employment' and theiefoie are mandatory subjects for collective 
bargaining."); Keystone Steel Ir Wire, Diu. of Kci/stonc Conml. Industries, Ine. v WL.R.ll, 606 F.2d 171,
178 (7th Cir. 1979) ("|T|he term 'wages'. . . must be construed lo include emoluments of value, like 
pension and insurance benefits, which may accrue to employees out of their employment relationship.' ).

Employers may not unilaterally implement changes on hargainahle topics. & I■ R 8 r< knt:, 369 
U.S. 736 (1962). Because retirement benefits are a term and condition of employment, an employer may 
not unilaterally change the retirement benefits it provides to the members of a labor organization. Malinie



v. White Mortor Corfi., 435 US 497, 98 S.Ct. 1185, 55 L.Ed.2d 443 (1978); National Labor Relations Hoard u. 
Black Clauson Co., 210 F.2d 523 (6th Cir. 1954); Mississippi Power Co. i>. NLRB, 248 F.3d 605 (5th Cir. 2002).

An externa] change in the law, such as SB 141, in no wav extinguishes the Municipality's obligation to 
bargain in good faith w ith respect to its contractual obligations. See generally University o/Haxeai'i 
Professional Assembly v. Cayclano, 183 F.3d 1096, 1102 (9th Cir. 1999). The only exception to the general 
proposition that an external change in the law does not alter the nature of contractual obligations is those 
circumstances where the intervening law makes a contract unenforceable due to its illegality. See Price v. 
S.S. Fuller, Inc., 639 P.2d 1003 (Alaska 1982).

In Price, the Alaska Supreme Court stated that when evaluating whether a contract is unenforceable 
because of an intervening change in the law, " it  is necessary to ascertain whether the Legislature intended 
to make unenforceable contracts entered into in violation of the statute." Id. at 1004 (citing Gates v. Rivers 
Constr. Co., 515 P.2d 1020 (Alaska 1973)). SB 141 in no way lim its the ability o f contracting parties to 
provide differing or higher levels of retirement benefits. As such, the legislation is not a bar to 
maintaining the current retirement levels for Union members.

The APDEA's contract w ith Anchorage captures these very sentiments. Article V, section 2(N) of the 
contract, as well as corresponding language in the 1AFF contract, states that it is a violation of the 
respective collective bargaining agreements to implement a change over which the employer has a 
mandatory obligation ’ j bargain. As indicated above, retirement benefits are considered such a subject.

It should be clear by now that should SB 141 pass, the Municipality would be obligated lo provide 
what were PERS Tier 3 benefits lo all employees hired on or after July 1, 2005, without regard lo what 
Tier 4 benefits are. This would place the Municipality in the anomalous provision of being required 
by state law -- SB 141 -- lo provide a defined contribution retirement plan, and also being required to 
provide a Tier 3 look-alike defined benefit retirement plan to the very same employees. N’eedlcss to say, 
this would be quite costly.

1 look forward to discussing this issue w ith you.

Sincerely,

Everett Robbins 
A PDF A President



A pril 25, 2005

VIA F A C S IM IL E  &  IIA N D -D E IJ V E R  Y 
Fax 343-4499

Tlie Honorable Mark Begich, Mayor 
Municipality o f  Anchorage 
P.O. Box 196650  
Anchorage, AK  99519-6650

Re: M unicipal Liability for Changes in PERS

Dear Mayor Begich:

I represent the International Association o f  Fire Fighters Local 1264, which in turn 
represents the fire and emergency medical services bargaining unit of the City of Anchorage. 
We have become aware that the Alaska Legislature is considering material changes in both the 
contribution and benefit structure o f  retirement system for present and future members of cur 
bargaining unit. The legislation is generally referred to as SB 141. The puipose o f  this letter is 
lo advise you o f  serious financial risks associated with the legislation. These risks may not be 
well understood by the legislature and, to our knowledge, have not been carefully analyzed. 
Here is the analysis:

1. Under the Alaska Constitution, employee participation in a retirement system is 
contractual and accrued benefits are protected. Article XII, § 7. Constitution o f  Alaska. See 
also, H am m ond  v. llo fjbeck , 627 P.2d 1052 (Alaska I98J).

2. Retirement benefits are regarded as an element o f  the bargained for consideration 
given in exchange for an employee's assumption and performance o f  duties as a state employee. 
Hammond v. Uojjbe.ck at 1057 quoted in Duncan v. Retired P ublic Em ployees o f  Alaska, Inc., 71 
P,3d S82, 886 (Alaska 2003).

3. Retirement systems tire typically considered to be a package o f  available services 
and benefits, not simply a monthly contribution rate or a monthly pension check. Duncan at 893. 
Although the courts allow modifications as long as the modifications are reasonable, one 
condition o f  reasonableness is that disadvantageous changes must be offset by comparable new 
beneficial changes. Duncan al SS9 citing H amm ond at 1057. As wc understand SB 141. there 
are no offsetting benefits.

4. An employer's statutory duty to bargain in good laith requires it to negotiate with 
the Union concerning changes in pensions and retirement plans. M alone  i\ White M ortar Corp., 
435 US 497. 98 S.Cl. 1185, 55 L.Fd.2d 443 (1978): N ational L abor Relations boa rd  v. Black 
Clauson Co., 210 F.2d 523 (611' Cir. 1954); M ississippi P ow er Co. v. NI.RB, 248 F.3d 605 (5Hl 
Cir. 2002).
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5. AS 01.10.100(a) provides that the repeal.. .of  any law docs not release or 
extinguish any...liability incurred or right accruing or accrued under such law. State ex. rcl. 
Hammond v. Allen, 625 P.2d 844 (Alaska 1981). Thus, the repeal or amendment o f  PliRS docs 
not release or extinguish the liability which the Municipality o f  Anchorage has already incurred 
to provide retirement benefits during the term o f  the existing collective bargaining agreements.

6. The management rights which the Municipality has reserved to itself do not 
include any light to make material unilateral changes in em ployee retirement contributions and 
benefits during the term o f  an existing collective bargaining agreement. AMC 3.70.010. See 
also, AMC 3.70.020.A.

C O NCLUSIONS

1. There is serious question as to whether the State can unilaterally repudiate a 
pension system for governmental employees during the term o f  a negotiated agreement-

2. More importantly, if the Slate does repudiate the pension system without 
providing offsetting benefits then represented employees may seek damages and/or additional 
contract benefits from the City or State for the diminished value o f  the pension system imposed 
unilaterally upon them during the term of their collective bargaining agreement. 1 don'r need lo 
tell you that the monetary issues could be substantial.

Thank you for your attention to this.

Sincerely.

J HR MAIN. D I N N A G A N  cN O W PNS, P.C.

Charles Dunnngan

CAIAjrg

cc: L e d  BbncssJ Municipal Attorney
pjivid Otto, Director of Labor Relations 
Dan Joyner. IA FI- Local 1261 
Hvcrett Robbins, A PDF A 
Will Aitchison, APDHA General Counsel



A n - i l  25 , 2 0 0 5

Tom Everett Robbins, President
Anchorage Police Department Employees Association

From: Robert D. Klausner, General Counsel
National Conference on Public Employees Retirement Systems

Re: Proposed Changes to PERS

This is in response to your request fo r information concerning the issues arizing from  
the conversion o f PERS to a defined contribution plan (HCS fo r CS fo r SB141).

As I am sure you are aware, a num ber o f states have explored this alternative and found  
i t  to be unsatisfactory. The State o f Florida spent $70 m illion  establishing a defined 
contribution alternative to the Florida Retirement System. Follow ing its adoption, less 
than 7% o f participants elected to transfer. During the process o f selecting the managers, 
the State encountered endless threats o f litigation from potentia lly  d isqualified providers, 
bring ing the process to a grind ing ha lt on more than one occasion.

The State o f Nebraska abandoned its defined contribution plan on favor o f a defined 
benefit plan after a study com m issioned by the State Legislature determined that the 
plan failed to provide an adequate retirement benefit fo r its  employees. The Legislature's  
find ings embodied in that b ill (LB 687) are outlined below:

Chairperson: Senator Jon C. Bruning 
Committee: Nebraska Retirement Systems 
Date o f Hearing: February 28, 2001

Principal Introducer:
Senator Jon C. Bruning, Chairperson 
Committee on Nebraska Retirement Systems

The following constitutes the reasons for this bill and the purposes which are sought to 
be accomplished thereby

LB 687 provides that State and County plans do not meet the adequacy needs and that 
the systems rank bt low Ihe median in the amount of initial normal retirement benefits.
As such, it has been recommended that a defined benefit element be added to the state 
and county plans This would be accomplished hy giving employees the choice between 
a traditional defined benefit plan or cash balance plan, and the current defined 
contribution plan.

Moreover, this bill adds a guaranteed income option for retiring employees This would 
be a self-funded approach to the purchase of an annuity in which the employee could 
elect an annuity, with or without a COLA adjustment built into the payments, using his or 
her account balance at retirement

Lastly this bill states that Ihe county employees' contribution will be increased from 
4 5% to 4 8%, and all slate employees W ill  contribute 4 8% and deletes the provision lhat 
had slate employees contributing 4 33% of the first 19 954 Tht? changes lo Ihe county

1



plan would go into effect in January, 2004 and the changes to the state plan would go 
into effect in January, 2003.

The State o f Louisiana has rons idercd  the question o f a defined contribution versus a 
defined benefit p lan this year and rejected the notion as unsatisfactory fo r the state’s 
public  employees. The respected public  interest group, The Public A ffa irs Research 
Council o f Louisiana (PAR). The findings by PAR related to the choice between DB and 
DC plans are set forth below:

Defined Benefit Plan is Best Fit fo r Louisiana

Nearly all states use DB plans as their primary pension plans. A DB plan is the 
appropriate vehicle for providing most public sector pensions. It encourages career 
employment, and public employees are less mobile than private sector workers. The DB 
plan can provide better benefits than an equally funded DC plan, because a pension 
system can spread risk and invests more effectively than most individuals, who tend to 
invest more conservatively. The DB plan provides security, whereas a DC plan, 
particularly one without social security participation, would leave employees vulnerable. 
Recent studies show that employees tend to cash out DC accounts, fail to reinvest with 
their new employer's plan and spend lump-sum distributions, leaving them with much 
reduced retirements. The DC plan serves well for certain short term positions and as a 
supplement to a DB plan, but is inadequate as a general primary pension plan.

The Pension Research Council o f the Wharton School o f Business, University o f 
Pennsylvania produced a report in 2004 entitled “Profitable Prudence, The Case for 
Public Employer Defined Benefit Plans . "  The report notes that the m ajority o f the cost o f 
m aintaining a defined benefit p lan comes from market return. The report's conclusions 
arc set forth  below:

Conclusions

The economic boost of public pension benefits is likely to grow as public employees of 
the Baby Boomer cohort begin to retire, and public retirement systems begin to pay out 
increasingly larger benefit amounts. In our view, public pension plans are in a strong 
position to handle the coming influx of retirees, since, unlike social security (mainly a 
pay-as-you-go program); public pensions are rather well funded (approximately 95 
percent in 2003). Investing the 52 3 trillion in public pension assets and tlie flow of 
benefit payments to annuitants promises a continuous, predictable, and growma source 
of economic stimulus Moreover through efficient asset management and pooling of 
resources, public defined benefit pension plans have a significant, positive effect on 
financial markets and the economy.

In general, public employers recognize that DC plans have many positive attributes, but 
to make them work well, many factors must fall into place participants must consistently 
make sound investment decisions over their working and retired lives, they must remain 
in the workforce steadily, avoiding lengthy time off for having children, raising a family,

2



completing an education, or for illness; they must have a sufficient amount withheld from 
their pay; they must avoid borrowing against and spending their retirement assets; and 
they must make appropriate decisions regarding withdrawal rates during retirement. 
Even than, employees might exhaust their assets after retirement. Hence having a DB 
plan as the primary retirement benefit protects public sector employees against many of 
these problems Public DB pension plans have also enabled public employers to achieve 
important objectives related to the recruitment and retention of quality workers. These 
plans create financial security in retirement and reduce reti' :e reliance on public 
assistance programs. The fact that these plans have evolved relatively independently of 
the federal regulatory structure governing private pensions has allowed the public plans 
to engage in an ongoing process of creating and modifying plan designs and 
governance structures to meet the unique needs of public sector employers. The 
independence, flexibility, and profitable prudence of these plans will continue to support 
public employers in their ongoing mission to serve taxpayers, while providing financial 
security to retired public employees and significant economic benefits to their 
communities.

Public plans are, indeed, a useful component of the new retirement paradigm of the 
future.

The conclusions expressed in the Pension Research Council report have proven to be 
particularly applicable to Alaska PERS. A review o f PERS p rio r actuarial reports 
indicates that o f 1.4 b illion  dollars in payouts in 2002-2003, on ly 20% resulted from  
taxpayer contributions. An equal sum came from employees and the remaining 60% 
came from investment return. In a DC plan, no investment return is available to offset 
employer cost.

I have also reviewed SB 141 as it  relates to death and d isab ility  benefits fo r police  
officers and firefighters. The current design o f the b ill passed by the Senate and pending  
before the House would not perm it the payment o f a d isab ility  or death benefit annuity  
such as that currently enjoyed by current employees. You have advised that there is 
consideration o f adding an insurance-based death and d isab ility  program.

When this issue v/as recently considered in California, the Los Angeles County 
Firefighters sought quotes fo r such coverage. No such coverage was available. The 
National Conference on Public Employee Retirement Systems gave assistance to the 
firefighters by engaging its  own group insurance consultant, Gallagher Byerly o f 
Colorado to design and price a program. Gallagher also advised that, to the ir knowledge, 
such an insurance plan was unavailable in the current group market. The results o f that 
study arc expected in the next week.

Another issue also warrants consideration. You have advised that Alaska does not 
participate in the Social Security System pursuant to a Section 218 agreement. In order 
to maintain the exemption, an employer must provide a comparable retirement benefit.
The proposed DC plan may not meet that minimum. This cou ld  expose partic ipating  
employers to a requirement to also pay the employer m atching contributions to Social 
Security as well as the retirement plan.

It should  also be noted that d isability benefits provided form an employer provided  
insurance po licy w ill not be exempt from Federal Income Taxation under Internal 
Revenue Code Section 104(a) and the accompanying Treasury Regulations. This reduces



the ir effective value by  a minimum o f 28%. Death benefits should  continue to enjoy tax 
favored status under the post-9/11 Hometown Heroes Act.

i t  is  the view ofNCPERS and its Executive Board, which includes an advisory committee 
o f nationally known business and investment executives, that the proposed plan would  
like ly  dim inish the ab ility  o f Alaska public agencies to attract and retain qualified  
employees, particu la rly  in the fie ld o f public safety.

Additionally, the loss o f new entrants to the existing DB Plan w ill make elim ination o f any 
unfunded liab ility  costlie r to Alaska taxpayers. The loss o f new members and their 
contributions w ill d im inish the cash flow to PERS. This w ill require a greater percentage 
o f plan assets to be invested in low income, short term securities in order to meet cash 
requirements, thereby restricting the Plan's ab ility  to meet its  actuarial requirements. 
Further, the change on the workforce may require changes to actuarial assumptions 
further increasing long term costs. For example, actuarial studies o f the effect o f the 
closure o f California ’s DB plans showed that such an action would actually have cost 
taxpayers tens o f b illions o f additional dollars. No contribution re lie f w ould have been 
realized fo r 20 years.

We believe that the loss o f a meaningful retirement system fo r future Alaska public  
employees w ill d im in ish public safety and government efficiency fo r a ll Alaskans and 
NCPERS strong ly  urges the Alaska Legislature to reject this rush to judgm ent.

A
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10: Alaska J louse o f Representatives Finance Committee

I ROM. Oerald I’ Coupee - PERS Member 
McfVcrls .1. (inupcc - IM-'RS Member

DA Hi: April 27. 2005

R l. S H " i M

Moth my husband arul 1 retired from llie Slate o f  Alaska after nearly I u rn  I j  
years o f service; and arc PFRS members.

We are both absolutely appalled this bill is even being considered ami oppose 
passage o f this bill. The retirement Irusl fund belongs lo the Altwk.t Stale retirees. W’c 
(at least the majority o f us) wo: Fed long and hard and with steadfast dedieation lo our 
employer to earn our retirement package.

The PFRS Hoard. I KS Hoard, and ASPIH Hoard are comprised o f individuals 
dedicated to making the System work and suppressing costs, i hev Jia\c pul great thought 
into ami made recommendations to she Senate Finance and ilo ib c  Stale A llans 
Committees for instituting changes.

We would request you please give enn*udei«it!on 10 ESosing the passage i>f Hill
SH M l.

Gerald P. (loupee 
Hcverh J. Coupee
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From:
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I am against 
each needs c 
Ic is my und 
undemocratic 
affected, 
ic cecms cha 
provide the 
I am totally 
made because 
who have mad 
units involv

3 the record my testimony to the. House Finance 'loramittee
committee name

SB 141 Public Employee/Teacher t dated. 4/25/05
bill # / subject R etirem en t/B oard s

Elvia Torres [torrsse@mai|.ssd.l<12.ak.us] 
Wednesday, April 20,2005 5:19 PM 
LIO Sitka 
Sill 141 Pors/Trs

ccr.binir.cr these two barcrainincr unite together. I belong tc both and feel that 
? have it's own separate boards tc make decisions for their members.
:rstandir.q that this look at changing che current system is very unfair, 
ana should be part ot a negotiated agreement between che parties who are

che bargaining units have previously work for the good of all employees to 
jest feasible system only to have it done away with in one quick session, 
opposed to change of che system, so quickly. IS indeed a change need9 to be 
of fiscal reasons.... then let's take inco consideration your public employees 
their plans according to the previous system. And l o t ’s get these bargaining 

»d directly before enacting change that will affect ur. all.

Signed:  > Elvia Torroo
Testifier

R e p re se n t in g  (O ption al)

1Q3 Cathedral Wav 03. Sitka, At: 99835
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