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Dear Legislators,

RE: SB 141 TRS/PERS Retirement System Legislation

PLEASE DO NOT SUPPORT THIS BiLLl

Why?

• This is a critical piece of legislation which impacts the lives of hard'working, 
dedicated Alaska public employees and ceachcrs. I t  needs further study And 
research. The initial draft of this bill was presented only one month ago, clearly not 
enough rime co adequately consider the drastic nature of changes in public employee 
retirement.

• The passage of this legislation would also impact everyone else in Alaska, because it 
would change rhc abilicy of public employees and teachers to contribute to the health 
of che economy of the stale as the result of a reduction in retirement and benefits. 
There would be an adverse “filter down " affect o f such a drain on retirement 
benefits.

• It will take at least a decade to realize funding savings, if any. as a result of such 
legislation. There arc no guarantees o f funding savings and there will be no short- 
term benefit.

• Teachers and Public Employees on the whole do not support this legislation. The 
best way to gain supporc for such legislation is to involve employed and retired 
public employees in the process and ask for their input. If you want supporc, then 
seek involvement from those impacted by such legislation. Do not rely just on 
testimony alone. Seek active involvement from these individuals in drafting 
sound, effective legislation.

- i nis type of legislation impacts rhc lives of elders at a tunc when they arc less able to 
carc for themselves. That is why they have worked so hard to develop an adequate 
state retirement. How would you react if  you worked hard for 30 years 
contributing to a stable retirement system only to find out when you retired that 
you can not depend on that major source o f income!

• As stace retirees, we cannot rely on any Social Security contributions wc made during 
em ploym en t which was not state employment Not only have retirees contributed to 
a Federal system for which they will receive ABSOLUTELY NO BENEFITS, but the 
State of .Alaska now diminishes the contributions they arc making for state 
retirement benefits through SB 141. Broken promises breed public mistrust.
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» Maintain the Alaska State Pension Investment Board, the Alaska Teachers' 
Retirement Board, and the Public Employees' Retirement Board. Replacing these 
with the newly proposed Alaska Retirement Management Board will only further 
remove retirees from managing their own retirement and making important decisions 
that need to bemade. The Alaska Retirement Management Board -will only 
further separate the people from those who make critical decisions about their 
lives.

• Passage of SB 141 will have a major adverse affect on the ability o f the state to 
recruit teachers and public employees throughout the state, particularly in rural

• A Defined Contribution Plan IS NOT THE ANSWER] My forem ost question  is: 
WHO W lfJ. BENEFIT FROM THESE CHANGES? It will n ot be the Tetireelll

Have you ever been a public employee or a teacher in the state of Alaska? Then you know 
’ i lifficult it can be at times to be so completely dedicated and committed to one's job 
to hang in there until retirement age or until rhe sufficient number of years have been 
worked. Living in a rural community simply adds to the difficulty of remaining a 
dedicated public employee. Yes. many of us manage to invest privately for our future, but 
we also rely heavily on the promises of this state to provide an adequate retirement with 
medical benefits. As a result, we forfeit our right to any Social Security benefits, despite 
the fact that we may have years of contribution into that system (I have over 10 years into 
the social security system from which I will never be able to draw a single benefit. Is this 
fair?).

As a retired teacher in this state, I  ask }vu NOT to support SB 141. This issue of change 
must be carefully and thoroughly studied and researched so there is minimal adverse 
affect on current and future retirees. Although many retirees leave the state, more remain 
in the state. That means retirees m ust be able to continue to contribute to the 
economic health o f the state throughout their lives and not become economic 
burdens on society. By providing an adequate and stable retirement, this will 
happen. Under SB 141, this will nod

PLEASE - DO NOTSUPPOR TSB141!

Donna Van Luchenc

areas

Retired Alaska Teacher
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To: T he H ouse F inance C om m ittee Hearing on SB  141  

l u x # :  1-90 7-465-6 813

From: Patricia L. Anderson, retiree, State o f  Alaska  

3 8 4 9  Apollo Drive, Anchorage, Alaska 9 9 5 0 4  

Phone: 9 0 7 - 3 3 3 - 2 4 9 5 ,  e-mail: andvnpat@ gci.net

I object to bill S B  141 for the following reasons:

1) Alaska laws and other public policies contributed  to the retirem ent fund  

shortfalls, yet these bad policies have not been addressed. T his bill will have  

no im pact on the shortfalls. T hese shortfall policies should be fixed before  

any changes to the current plan, or R etirem ent T ru st Fund takes place.

2) T here has been no public consideration given to the costs o f  ch anging to 

anoth er system . T hese big change costs should not co m e from th e  existing  

R etirem en t Trust Fund.

3 )  This n ew  proposed ‘mega board* which would replace the PE R S/T R S and  

A S P fB  Board, would have all appeals handled by a single adm inistrative law  

ju d g e  in the D epartm ent o f  Adm inistration. W e  would have no board  

responsible to the people to go to for help in getting fair treatm ent o f  appeals.

4 )  This places incredible p ow er in the hands o f  the g overnor through liis pow er  

o f  appointm ent. W h ere would the checks and balances be on w hich our  

governm en t was established?

5 )  Serious consideration o f  other options must be m ade before this bill is 

rnmm ed through with minimal public inpuL T h e State, School Districts and  

Political Subdivisions are finding it extrem ely difficult now to recruit even  

with a m uch more superior current Defined Benefit Plan.

I am a 3 9  y ear resident o f  Alaska, and a SO A  retiree. I am very concerned about

this bill which could jeopardize my future.

Sincerely yours.  

Patricia L. A nderson

mailto:andvnpat@gci.net
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April 22 ,2005

Members of the Finance Committee 
Alaska State House of Representatives 
Juneau, Alaska

Reference: Testimony on S B  141
l.^use Public Hearing, April 23, 2005

As I nm unable to attend your hearing in person, I  submit the following comments:

Having closely followed the activities of the P E R S T R S  and ASPLB bonrds over the past four years and 
noting the recent prestigious national award received by the ASP1B, I  questiun the current legislative 
efforts to eliminate those boards, especially as they will be replaced with one board appointed by the 
governor.

I note that there is also a legislative effort to change The control of the investment of the Permanent Fund 
and place those investments more completely tinder the control of the covemor.

Therefore, considering the huge amounts of money represented by these t w o  funds, I  wonder: What is 
going on? Who is behind this? Who or what is benefiting? W hat Is hanncnlng to a wstcm of checks 
and balances to protect these funds?

Our legislators are on the verge of destroying a system that has worked well since statehood end i. is 
being done bnsed on faulty and, in some car.es, I  believe, false information. Many Alaskans, far more 
knowledgeable than I have pointed this out over and over again, and I know you are aware of it, T he 
question, then, is why this nush to get rid of these hoards based on this false information? Who is 
going to benefit from this new mono'llhlc bodv?

As a resident of Alaska since 1963, and an Administrative Generalist with the University of AlaskaI . 1 *
Fairbanks with a vested interest in your actions, I want you to know that with the provisions of SB  141 
vou arc gambling with the future of my retirement fund and nn medical benefits. This is of eravc 
concern to me as my salary is not large to begin with, and has certainly not kept pace with cost of firing 
increases. M y husband and I  will never be wealthy and arc counting on having good health benefits and a 
secure monthly retirement in our "golden years ”

The present retirement system Is not broken. It is working well considering the obstacles the 
P E R S T R S  boards have had to deal wifft as they have endeavored to piotect the retirement fund. Ii you 
wunt to lay blame for problems. I suggest you look, elsewhere than the PERSi TRS boards

T H IS  IS  N O T  P O L IT IC S  A S  U SU A L , T H IS  IS  A T O W E R  CRAM  T H A T  W IL L  IM P A C T  11 V E R Y  
A L A S K A N ! Stop messing with our stntc retirement system and deal with the real issues out state is 
facing.

PO Bos 81116 
Fairbanks AK 9*>70fi 
(9(>7Min

Post-ll' Fox No:u 70»r

3f

.

rrorn f t \ r r i & < T
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K a tie  S h o w s

From: Rep. Paul Seaton
Sent: Tuesday, April 19, 2005 11:37 AM
To: Katie Shows
Subject: FW: PERS/TERS Legislation - SB 141

Ian Laing 
Rep. Paul Seaton  
Legislative Stall 
{8 JO) 665-2G 89

From: Rachel Boyd [mailto:rboyd@co.fairbanks.ak.us]
Sent: Tuesday, April 19, 2005 10:19 AM
To: Rep. Paul Seaton
Subject: PERS/TERS Legislation - 5B 141

Dear Legislator,

PLEASE DO NOT be herded into passing bad legislation! The consequences of this bill have not been fully 
defined, but they will be drastic. Raise the contribution rate in the interim so you no not feel so pressured 
(although this means a de facto cut in pay for all PERS/TERS employees), hut please take time for SERIOUS 
study of the ramifications of any proposed solution. Employees will live with the results for the remainder of their 
lives. This is too weighty for knee-jerk reaction,

Employees did not cause this problem, but i! looks as though most of the burden for recovery will be placed on 
them.

Please oppose replacing and combining the boards. As I understand it, these boards are largely policy and 
appeals boards. Each system needs its own board that is intimately familia' with that plan.

Def.ned contribution plans place ALL the risk on the employee. Judging from the status of my IRA, I would guess 
you are going to find a lot oi future retirees on welfare after their 401K plans run out ol money it you pass this 
legislation.

Placing retirement money in 40IK plans will further impact the present PERS/TERS fund as all these future hires 
will not be contributing.

Tho plan does not include any death or usability insurance. Many workers are In hazardous situations. It is 
irresponsible for tho State to pull tho rug out from under all future employees.

Please pull your support from all the current PtlRC/TFHS tails unless they are drastically amended, ihis bill wiN 
impact thousands of people. P'ease take the tmu to du it right.

I appreciate your consideration.

SmcorLV,

Rachel Boyd, Secretary
FNSH, Dept of Community Planning

mailto:rboyd@co.fairbanks.ak.us
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By contrast, the lund tlml pays for the system's traditional pensions, which is handled by 
professional money managers, had a five-year return of 3.52%.

Personal accounts have also had relatively few takers in the slate's other big plan, the State 
Teachers Retirement System of Ohio, where 12,500 of the plan's 225,000 members —  less 
than 6% —  have chosen personal accounts, said Laura Hcklar, spokeswoman for the 
teachers' system

licklar said it was impossible to tell how personal account holders had fared, because no 
single investment option offered by the teachers' retirement system was so favored by 
participants that it could serve as a representative for all.

During his Ohio appearance, the president was accompanied by several retirement plan 
participants.

Among them was a University of Cincinnati employee who said she was making 6% on a 
"guaranteed" account that sets a floor under and n cap on what people can make. Another 
person said he was making 7.1% on a hybrid plan.

In a pilch directed to Democratic lawmakers, who are nearly unanimous in opposing Bush's 
plan to create Social Security personal accounts, the president called for "political amnesty" 
for those who joined his drive to retool the retirement program.

"All ideas are on the table," he asserted at several points in his remarks.

His declaration appeared to reinforce a suggestion made Thursday by his lop economic 
advisor, Allan U. Hubbard, that the voluntary retirement accounts might be acceptable to 
Bush even if they were offered as an "add-on" to Social Security, instead of being financed 
by current payroll taxes, as the president was advocating

I! yo u  w a n t o th e r c lo n e s  on th is  topic s ea rc h  the A rch ives  at la lim e i.c o n « /« rc h lv e s

I M SRfjiriuLs
A rtic le  lic e n s in g  a n d  re p r in t  o p tio n s

Copyrvght 2 0 0 3  Los A n g e les  T im es  
Dy visiting this tide, you ore a g re e in g  to ou f P n v a c y  P o lic y  

T c f r m  •»! S e rv ic e

hitp://wwvv,laiiincs.cotn/nc\\ s/prinlcctitirui/fioni/Ia-na-biish 1 o.tpr16.1,6276858.story?coll=l... 4/18/2005



I am Merritt Olson, a 51-ycar resident of Alaska who has had a long connection 
with education and the state’s pension program. At Anchorage’s West High School 
I taught mathematics and business subjects and later served as chair of the guid­
ance department and coordinated the Honors and Advanced Placement programs.

In 1977 Governor Hammond appointed me to the Teachers’ Retirement Board, a 
position that I held for some fifteen years serving as the chair. When the Alaska 
State Pension Investment Board was created by the legislature in 1992 I was elected 
to serve as one of the four members designated to represent the teachers and public 
employees. Currently I am serving on that board.

My concerns arc that replacing the defined benefit program with a defined contri­
bution plan will be a deterrent to attracting quality teachers and public employees 
to the state. In the case of teachers, employment in Alaska is no longer attractive 
when compared with many states. From providing (he highest salaries of the 50 
states. Alaska has in recent years dropped to the mid-rankings. School districts arc 
finding a dearth of applicants as a result. Adopting a defined contribution plan 
exacerbates the the problem. Members will no longer have assurances of a pension 
that adequately provides for them at retirement. Many teachers who have had little 
or no experience in making wise choices in personal investments will be lost without 
so, ction. W ill the state be prepared to provide education in basic investments
for ho arc in need of such?

Spiraling health care costs and the poor market returns of 2001 and 2002 certainly 
have strongly affected the funding ratio. But also contributing to the deficits we 
now experience arc the actions of past legislatures, actuaries, employers and 
employees, as well, who yielded to pressures to lower normal retirement age limits 
and to offer incctivcs in the form of attractive bonuses for early retirement. Some 
of us argued with the actuaries, but to no a\ mI, that their cost estimates for these 
freebies were far too conservative. Now we must face up to the ext avagancc of 
these actions.

The sizeable unfunded liability of the pension system is sufficiently large to demand 
attention but it is not a crisis situation as some would make it out to be. When I 
went on the TRS Board in 1977 the pension plan was little more than 50% funded 
but the funding status continued to improve and by the ‘90s it was full; funded. 
Optimist that I am, I believe that can happen again based on rising markets, con­
sistent and improved actuarial adi ice and a handle on medical costs.

Legislation that Mould replace the three boards (I’KRS, TRS and AS1MB) with a 
single nine-member board appointed by the governor is also a concern. A hoard 
with all its members subject to appointment by the governor could very well have 
frequent turnover ol some, or all, of the trustees as administrations and part control

TESTIMONY ON LEGISLATION REGARDIN RETIREMENT LEGISLATION



ch a n g e.  F o r  an eff ic ien t  o p e r a t io n  o f  th e  b o a r d s  a certa in  c o n tin u ity  o f  s e r v  ice is 

d esira b le.

Or. Merritt C. Olson 
1032 W. llthA vanua. #203 
Anchorage. AK 99501
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From: Angie Hellickson [tinydancer21 @yahoo.c )m]
Sent: Tuesday, April 19, 2005 9:17 AM
To: Rep. Paul Seaton; Rep. Carl Gatto; Rep. Jim Elkins; Rep. Bob Lynn; Rep. Jay Ramras;

Representative_Berta_Gardiner@legis.state.ak.us; Rep. Max Gruenberg

Dear Representatives,

Please D O  N O T  support S B  141! This bill is harmful to all current and future PER S/T RS 
employees.

• The State of Alaska has been committed to a sound retirement system since before 
statehood
• Public employees - and all workers - deserve to know how much of a monthly income they 
will get when they retire. S B  141 will not guarantee that for new hires.
• The fau lt o f the un funded  liab ility  is not the fau lt o f cu rren t or fu tu re  em ployees.
• The legislation doesn't provide for any death or disability insurance. Dozens of 
classifications of workers find themselves in potentially dangerous work situations including in 
the corrections system, API, schools, police and fire, fish and wildlife biologists and protection 
officers, and engineers and equipment operators constructing and maintaining roads. Public 
employees have died while performing their duties for the public.
• Most public employees make a basic wage with no extra money to save for health benefits 
and life insurance
• Combining the boards will cost a great deal of money and will not fix the problem. Public 
employees pay in substantial sums of money into the system and should have a say through 
elections in who helps makes decisions
• Often, the problems come back to mistakes made from one single actuary. Isn't it time to 
get more professional input before changing the retirement safety nets Alaskans have 
depended upon for nearly 50 years?
• Recruitment and retention - especially for more specialized job classes - will become more 
difficult

Thank you for your consideration on this matter.

Angela Hellickson

Do you Yahoo!?
Plan great trip: with Yahoo! Travel: Now over 17,000 guides!

mailto:Representative_Berta_Gardiner@legis.state.ak.us


.ian Conitz 
619 W. ll"'S t. 
Juneau, AK 99801

Representative Paul Seaton 
Chair, Mouse State Affairs Committee 
Alaska Legislature
re: Public Hearing 4/19/05 on SB 141 and related bills 

Dear Representative Seaton:

I attended the committee hearing last evening on SB 141 and heard nearly all the testimony. 1 
attended as a concerned citizen; I am an employee and a supervisor at Alaska Department of Fish 
and Game. First, I want to thank you for holding this hearing, giving adequate lime for 
testimony, and listening attentively to each speaker, allowing lime for questions at the end.

You heard in testimony after testimony public employees and teachers, from across many 
occupations and regions of the slate, speaking with a strong unified voice. I share all of their 
concerns and would like to reiterate and emphasize the following negative effects of the 
proposed legislation:

1. Placing an unfair (and possibly unconstitutional) burden on current employees, especially 
those in the lower pay ranges. Increasing the contribution for the same benefit already promised 
represents a pay cut, at the same time that wages and salaries in public service are not keeping 
pace with the economy.

2. Plan is grossly unfair to future employees, including our children and grandchildren I am 
especially concerned about the length of time required of employees to earn full benefits, with 
the distinct possibility they could work many years and then not receive benefits, the fact that 
contributions may not even cover heal ill insurance, and Live fact there is no safety net with 
increasing likelihood workers will exhaust benefits before the end of their lives.

3. Consequence of poor benefit plan is ever more difficulty in recruiting and retaining qualified 
workers. I'his cannot be over-emphasized. As you heard last night, it is already a problem in 
most departments. People expect to receive stable benefits in exchange for their career service 
combined with the lower pay they receive in public service.

4. Further erosion of qualified public workforce hurts all citizens of the state and will negatively 
affect our economy. Despite popular political perception that puhlic employees are unnecessary, 
many functions |>I'state and local governments are \ ital and irreplaceable. I or example, the 
fishing industry is still the No. 1 private employer in the state. Without public sector 
management of our vital public fishery resources, there could be no viable seafojd industry.

\  “ Portable” benefits are just that. When employees realize their long-term benefits are 
inadequate, those most able to do so will leave for better opportunities elsewhere. The eust ami



burden of conlinual re-hiring and training of new, and less-qualified, workers will fall to the state 
and local governments.

6. Shifting responsibility and risk in retiremert investment to the employee is justified when the 
employee is well-compensated, above basic needs for housing and groceries. Most public 
employees and teachers do not enjoy this margin.

7. Public employees and teachers arc important to the whole state and our economy. We need to 
provide adequate compensation to attract and keep good workers, who are interested in serving 
the state of Alaska and its people.

I recognize you and your committee for the extensive work you have done on this issue. The 
hearing last evening was lengthy, fair, and well-attended. Hut the public at large, and the affected 
employee groups, have not had nearly enough time to consider the sweeping and radical changes 
proposed. I urge you to take the following actions:

1. Do more fact-finding to determine why there was such a failure in estimation of the 
PERS/ I'RS funds between 2002 and 2003. If errors were made, who is accountable?

2. Slow the bill down, and give the public lime to digest the information.

3. Take time to carefully craft amendments, after allowing public input. Present a clean and 
carefully-considered bill, with lots of input from the stakeholders.

4. Consider oilier options tor change in our retirement systems, such as raising the retirement 
age, or re-structuring health care benefits.

Thank you for your consideration of public comment given so far. Please allow more time and 
work with the people who serve this state, lo find a just and sustainable solution to this important 
issue.

Sincerely,—
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Testimony of HB238/SI3141 
Gayle Harbo, April 2005

I liavc heard and read in the press that Alaska's public pension funds are in crisis. 1 
have heard the figure a 5 billion dollar unfunded liability". The liability is a crisis only 
it every PIERS and TRS active member retires tomorrow and is paid all the money 
entitled to them for all their retired years. The funds, without health care costs, are in 
good shape. The earnings on the pension funds for each of the past two years have been 
15%, better than the Permanent Fund. The funding ratios for non-medical benefits for 
TRS and PEKS, based on market assets, are 93% and 120%, respectively. With medical 
benefits, the funding ratios drop to 64% and 74%, respectively. It doesn't take u rocket 
scientist, to see that increasing health care costs are the problem, It is a recognized 
problem that can be solved without legislation. The Administration, working with 
employee gioups, can make changes to current tier medical plans if the changes are for 
choice or convenience. They also have the ability to change the plan for future hires,

1 lave the funds been here before? You bet - in 1980, the funding ratio for TRS was 
67%. At that time the contribution rote for the our model 50 year old system was roughly 
7% each for employee, employer and the state, or 21% of payroll. When the slate started 
Junneling its share through the districts in FY’87, the contribution rate for the 
employer/slalc continued to decline to 12% until FY’05. The rate was tnen increased to 
16%.Half the increase in the past few years has been caused by ris.’ 'g health care costs: a 
problem not unique to Alaska, This legislation seems to forget the state's share and 
speaks only to employee and employer sharing equally. No longer would 21% or payroll 
go to retirement.

Can the problem with health care costs be addressed? The Division of Retirement 
and Benefits and the Joint Boards of TRS and PERS have been working on cost 
containment, most recently with a generic drug campaign and in the near future with 
other measures such as preferred providers and closed formularies. The Division is also 
introducing a Positive Enrollment Program which they predict may save the state $16 
milllion dollars.

So you ask, why is the problem called a crisis? Some interests, both in and out of 
Alaska, want to privatize public pension funds. Alaska is only one of several states when* 
some legislators have “ Ixjughl in" to the need to privatize the billions of dollars of such 
funds. Most Alaskans know that is not the path to follow - many past legislators like Jay 
I lammond, Terry Miller. Arlyss Sturgclcwski and Charlie Pair worked to make Alaska's 
50 year old retirement system a model for other systems in the country. Aluska is one of 
only four states which ptefunds hcnl.h care. Alaskans pride themselves on being 
independent and not having inhei»tell them what to do

Till Employee Security Act which passed out of the senate as Eli 141 is a bill which 
assures no security lor future retirees It takes awuy the Defined Benefit plan which 
provides for u safe and secure income foi Aluska’s elderly in their golden yeais. In its
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place is n DC plan. Wc all know DC plans discriminate ugninst women, simply because 
they live longer. It would leave future retirees with no guaranteed monthly income, no 
health insurance and no cost of living adjustment. Many ofthcsc same legislators who 
would impose this system on future retirees have experienced what it means to take care 
ofaging parents or loved ones who suffer from terminal illness or dementia, yet those 
same legislators would condemn fulu.o retirees to uncertain futures. It is not right, it is 
not fair, it is not necessary.

’t alk with an employee who has been retired lor 20 years or more and usk if they 
could now live on their base benefit, with no COLA or | rpa. Under a DC plan (hero will 
he no incentive for retirees to remain in Aluska and contribute their time, expertise and 
pension dollars to Alaska's communities.

Why would our slate, which has received almost 100% more than its budgeted 
amount for oil revenue, turn its back on seniors who have dedicated their lives serving 
Alaska’s citizens? Only a few legislators would do this. They do not have the courage of 
those past legislators like Jay, Tony, Arlyss and Charlie. They do not have the courage of 
Senator Lisa Murkowski who has always been a strong proponent of public education 
nnd parent involvement. She had the courage to sign on to the repeal of the Government 
Pension Offset and the Windfall Elimination Provision, two provisions which reduce or 
climinalc Social Security retirement for thousands of Alaska’s public servants. Senator 
Murkowski would not want to see legislation which would further discourage qualified 
teachers and public employees from coming to Alaska to work and from making Alaska 
their home.

Please ‘'make Alaska proud"
do not want outsiders tellling us how to run our 

pension funds. Our funds arc in great shupe if you look at the long term. As Michael 
O'Luary, the financial a Jvisor for the Alnska State Pension Investment Board, recently 
said -"How powerful any lime period is when looking at investment return” . Think long 
term. Governor Murkowski, in his Dec. 13 2004 letter to seniors, stated "care for our 
eldeis and for vulnerable adults in our society is vital to our success as a stile,” I le 
further slates - "seniors should not have to choose between paying their rent, buying 

food or being able to JlUprescriptions. " That is exactly what many seniors will have to 
do if the legislature does away with a Defined Benejlt retirement system. Please ask your 
Icgislulois to "make Alaska proud"und retain our current Defined Benefit system. Wc 
can all work together to address health care costs.

We can work together to make Alaska a place where young people wont to come nnd 
work. Wc can he a role model for health care reform if wc choose to work together. 1 do 
not like the wont “ impose"; I prefer sitting down nnd developing a solution which works 
fur all. There are many good things in this legislation which help close some of the 
loopholes, but doing away wills a Defined Benefit plan is not one of them. Tliunks lor 
your time.

P. 03/03
*/-*•

Gayle Harbo. Box 10201, Fairbanks99710



Concerns for Rep Juy Rainrus to share with House State Affairs

Why does the legislature continue to use Mercer for all the data for these retirement 
bills when Mercer is part of the problem?

Jl Hoards usked for an actuarial audit of Mercer in “02 - ‘03. The auditor, Milliman, 
found several areas of concern in Mercer’s work. The most significant was understating 
liabilities for health care costs. See page 6, Jt.Bd Mtg, Sept.21, ‘04. Health care costs 
account for 50% of the employer contribution rates these past two years. Another 
recommendation by the auditor which had a significant, and one time effect, on the 
funding ratio was the methodology change to recognize deferred losses. The change from 
a corridor method to a 5 year smoothing impacted the ‘03 valuation with a 15.03% 
increase in the employer contribution rute.( pg. 8 Mercer's Accuarial Valuation Report, 
June 30,2002).

You have also heard that Mcrccr gave past legislatures poor information when they 
said Retirement Incentive Programs would be cost neutral to the funding ratio. They 
changed their minds this past ycur because they have failed to recognize the rapid rise in 
the cost of health care. At the Borough Assembly Meeting on April 14, Fairbanks Mayor 
Steve Thompson mentioned that in his research of the sale ofMUS he found the Mercer 
had given the city very poor advice.

In the assumptions adopted by the Jt. Boards in Dec. of 2000 (they are adopted onec 
every 5 years), Mercer predicted a Health Premium Trend of 5.5%. It has been far greater 
and they have made adjustments these post years. In the most recent valuation they have 
finally broken out the costs of health care from the costs of prescription drugs. This is 
much more helpful to the Boards when they are making decisions.

In rt recent letter to House Stale Affairs the Director of R and B mentions some of 
the cost containment measures wc have been trying to employ. One successful program 
not mentioned, but in place since 2001, has been to encourage the use of generic drugs. 
When staned the generic use was only 18%. Our goul then was to reuch 46% und in 
March of this year we moved closer to that goal und now huvc 42% generic drug useuge.

In Januaiy of 2004 the Health Benefit Subcommittee recommended "vcral cost 
saving mcusures, among them the use of Disease Management, used in most health plans 
in the state. In June of 2004 wc were told the 5240,000 sturt up for a pilot with Diabetes, 
was too costly. Other plan managers tell me that Disease Mgt is an important cost savings 
program T he Health Comm, again recommended Disease Mgt. at its meeting March 21 
2005, as one of six initiatives wc would like the Division to implement. I don’t see it 
mentioned in the memo dated Ma^.i 30 and forwarded to you April 12. The memo a.so 
mentions that Providence is a preferred provider, vet Mike Wiggens stated at our Mar. 21 
meeting that they were not. I will check with Mike.
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Testimony SB 141 
Gayle Harbo, April 2005

The current system of3 pension boards mny, at first, seem cumbersome, but each has a 
slightly different role, The boards work well together and the Jl boards of TRS and 
HORS appreciate the time and effort of the Alaska Slulc Pension Hoards members to 
manage and i,,vost the billions of dollars of pension fund assets. ASlMB’s role 'md 
function was carefully crafted in the curly ‘90’s. They have done an excellent job and 
invested many volunteer hours.

PIZRS and TRS are advisory to ihc Administration, except for appeals, nnd m the case 
of PURS, selling the employer contribution rate,

Jl is impoiLant to have members of the system oh any board which oversees the billions 
of dollnrs of pension fund money or listens to appeals The boards are fiduciaries and 
should include members who contributed to the funds.It is also important lor system 
members to have appeals heard and resolved by peers.

Elected representation from both TRS and PURS is a must on any boaid. ! see no 
problem with merging the TKS/PliKS Hoards and 1 spoke at length with Rep Kelly’s 
aide, Heath I lillyard, regarding tho combination. A seven |>erson board, with equal 
elected roprosonlaiionf for example 2 each as on the current 1’liRS board), plus one 
school district employer nnd one municipal employer nnd one other appointed person 
would be woikable

I risk you to please retain these important boards, keeping ASI’fH with its current 
structure,-n«4 assuring there is elected representation oflhc parties who have contributed 
to the pension funds.

APR-18-05 HON 10:16 AH FBX LEG1S INFORMATION F A X  NO. 8074563346 P. 04
/ ]  £. • . ’V '  . ' I  4-/10



4/18/05

To: Rep. Paul Seaton — fax’d to 465-3472

Re: Retirement bills should receive deliberate consideration - please hold to 
’06 for proper study and avoidance o f unanticipated problems

Reports have indicated revisions to the state’s retirement system needs more 
consideration, or it could:
1) have amendments, or be, initiated without a solid basis of information 
about its current condition or accurate forecast of future ramifications;

2) carry forward poor actuarial forecasLs (those responsible should be
discharged and better advice sought) or at least a second opinion secured;

3) be based on unrealistically low revenue possibilities?

4) overlook past jnrealistic changes, or shortages, from 
contributions/payments into the trust fund that have been responsible for its 
present apparently alarming situation?

5) has the Senate’s rapid action on the bills (only I referral in the Senate)
overlooked aspects and needs for reasonable solutions?

Fr: James E. Fisher, 171 Farnsworth Blvd., Soldotna, 99669
Ph: 262-9601 fax 262-9641

tun; «*;:)2 /.nr;
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A few years ago. defined-contribution plans were hot. Now they're not. 

BODY:

In the mid-1960s, the Nebraska legislature embarked on what would ultimately turn out 
to be a very expensive experiment. Nebraska had just decided to provide all state and 
county workers with retirement benefits, something that the state had done two decades 
earlier for its teachers and judges in the form of a traditional "dcfined-bcncfit" pension 
plan. But in the spirit of the '60s, the state decided to blaze new ground, selecting an up- 
and-coming idea called "defined contribution" for the state and county workers.

Where defined-benefit plans gave employees a fixed amount of money at retirement, 
usually based on their salary and years of service, the new defined-contribution plans 
created individual employee savings accounts, allowing workers to invest the money on 
their own. As the 20th century drew to a close, Nebraska's decision seemed positively 
prescient. Many other state governments were considering legislation to adopt similar 
plans, which had already caught tire in the private sector in the form of 401 (k) accounts.

But Nebraskans' feelings about such plans changed in the year 2000, after a large-scale 
study of the state pension system. The results shocked even those who already had 
doubts about the defined-contribution approach. During the period from 19S3 to 1999, 
state and county workers averaged a 6 percent return on their money-vcrsus an 11 
percent return for the state's professional investors handling the traditional pension 
money.

Faced with such a disparity, legislators acted almost immediately to change the system, 
ending the defined-contribution plan for new hires and giving all other workers the option



to switch into a hybrid plan. "We had to take a look in the mirror and think, is this really 
providing a true p nsion?" says Anna Sullivan, executive director of Nebraska Public 
Employee Retirement Systems. "It's really sad what they retire with. It's nothing 
compared to what people in our defined-bcnefit plan receive."

Nebraska's experience is unlike that of any other state--in the duration of the plan, the 
level of data collected and the abrupt shift away from defined contribution. But 
Nebraska's experience was a harbinger for a nationwide trend. Momentum for defined- 
contribution plans, which peaked nationwide with the red-hot stock market of the late 
1990s, has slowed significantly in the wake of the market downturn. Since then, no states 
have adopted new plans and participation in optional plans is far below projected levels. 
"I don't think Nebraska is unique," says Sullivan, who has worked for the state pension 
system for 28 years. "1 read every article I can get my hands on, and the patterns are very 
similar."

FLEX IB IL IT Y  VS. RISK

Virtually all governments started out offering their workers defined-benefit plans: As 
long as employees worked the number of years required to be vested in the system, they 
were guaranteed a fixed, annual amount based on their salaries and years of service. In 
the 19S0s, the private-sector shift to defined-contribution plans took off as small 
employers realized they offered a way to provide retirement benefits with essentially no 
financial risk. Younger workers, who tend to change jobs frequently, appreciate the 
portability. When they leave a job, they ran take the contributed funds with them.

Of the nearly two-thirds of private-scctor workers who had pension plans in 2000, 22 
percent were in defined-benefit programs; 42 percent were in defined-contribution plans. 
In contrast, 90 percent of government workers are in defined-bcnefit, with only 10 
percent in defined-contribution programs. It is increasingly common, however, for 
governments to offer supplemental defined-contribution plans, in addition to their 
defined-bcnefit plan.

The most important difference between the two plans boils down to who is left holding 
the bag if investments turn sour. In a defined-benefit plan, the risk lies with the employer. 
If an employer-private or public—is lax in its funding, or if it invests its money poorly, it 
is still on the hook to pay employees their guaranteed benefits. With governments under 
constant fiscal pressures, underfunding of pension plans is not uncommon. In one of the 
worst such cases in the early 1990s, the West Virginia teachers' pension fund had a total 
liability of S3.2 billion and had assets of less than S300 million. The few places that arc 
still considering defined-contribution plans-notably New York and Massachusetts-are 
doing so mainly because of concerns about their ability to fund a traditional plan.

Defined-contribution plans have no possibility of incurring a funding deficit, because 
each employee has his or her own money already saved in an account. "Dclincd- 
eontribution plans mean that there's no future liability that has to be paid for," says 
Trevor Martin, director of the commerce and economic development task force for the



American Legislative Exchange Council. With the defined-benefit plan, on the other 
hand, if pension funds "default or underperform severely, it all boils down to costing 
taxpayers," Martin says.

To force itself to straighten out its finances, West Virginia switched to a defined- 
contribution plan in 1993. The funding is now stable, but teachers are asking to switch 
back to a defined-benefit plan-a proposal that the legislature is considering this session.

It turns out that, as Nebraska learned, employees are not comfortable investing their own 
money. "It's like sitting in a car and you've nevei seen a steering wheel before, and they 
say to drive this thing," says David Haney, executive director of the West Virginia 
Education Association. "You may figure it out eventually, but it may wreck in the 
process." Haney contends that an aggressive education program is a necessary component 
of a defined-contribution plan, and that West Virginia teachers weren't given any 
semblance of an education.

Even in Nebraska, where employees were given the option of taking off work to attend 
full-day financial seminars, investment performance was woeful. "I don't think that 
people have the discipline, the time or the temperament to manage their own defined- 
contribution account and to have that be their whole retirement," says Sullivan.

TEPID INTEREST

The flip side of the risk in defined-contribution plans comes when an employee invests 
well and ends up flush in retirement money. If  investments don't pan out as expected, 
however, it's the individual employee's retirement savings on the line. For that reason, 
employee enthusiasm for defined-contribution plans often mirrors the Dow Jones index. 
"When the market is doing well, people are very excited about defined contribution," says 
ALEC's Martin. "When the market is doing poorly, people get excited about defined 
benefit."

Florida learned that lesson the hard way. The state enacted a law in 2000 creating a 
defined-contribution plan and also making reforms to its defined-benefit plan, such as a 
shorter vesting period. The measure, passed at the height of the stock market boom, was 
designed mainly to compete for younger workers tempted by the private sector. It was 
estimated at the time that 30 percent of the stale's 600,000 eligible public employees 
would switch into the defined-contribution plan.

Two years later, when it came time for people to make a decision, the market wfas 
severely battered. Furthermore, the nation had grown very familiar with the fate of some 
Enron workers and the complete evaporation of their retirement savings. Even though 
government defined-contribution plans don’t allow risky investments in a single 
company, employees were skittish about the market and frightened about their retirement 
savings. Thus far, only 3 percent of Florida employees have actually exercised their 
option to switch plans-far below the 30 percent projection.



Other states that recently established optional defined-contribution plans saw similar 
results. In Ohio, a defined-contribution plan and a hybrid plan for teachers have attracted 
only 2.5 percent of existing employees and 25 percent of new hires. Even though the 
market was still soaring when Michigan introduced its defined-contribution plan in 1997, 
only 6 percent of employees decided to join.

The issue of risk also recently propelled the city of Alexandria, Virginia, to begin the 
process of switching from a defined-contribution plan to a defined-benefit plan for i ts 
police and firefighters. "With the changes in the stock market, we started asking 
ourselves, why do the employees have the investment risk," says finance director Daniel 
Neckel. "Why doesn't the city have the investment risk?"

HYBRIDS TO THE RESCUE?

Even though the stock market rebound is boosting investment returns, state and local 
governments still face intense budge, pressures, and some are looking to hybrid plans for 
relief. On the brink of fiscal disaster, the state of Oregon was forced to completely 
overhaul its unusually generous pension system. Among the reforms, the state legislature 
agreed on a mandatory hybrid plan for new and existing employees.

Under the plan, which went into effect this year, employer contributions go into a 
defined-benefit fund, with a guaranteed retirement benefit. Employee contributions go 
into a defined-contribution fund, which employees can invest as they please and take with 
them if they leave the job. In some ways, the plan provides the best of both worlds. "That 
could be the trend," says Randy Taylor, senior vice president of CitiStrect, a private 
company that administers government defined-contribution plans. "A hybrid program 
giving members defined benefits but also allowing some self-direction."

Nebraska's solution is also a hybrid, called a cash baknee plan. Workers were given the 
option to keep whatever money was in their defined-contribution accounts, and to 
transfer it into the new cash balance account. All employees in the new plan still get a 
quarterly statement with their account balance, and can take whatever is in their account 
with them if they leave. But they no longer have control over the investments in the 
account. The money is now pooled and invested by the state, with „ guaranteed return.

For Sullivan, the new plan provides an acceptable compromise. She is still frustrated by 
employees who cash out their savings for a big purchase when they leave government.
But she is much more at ease with the investment activity. "I think that in a defined- 
benefit plan, your dollars work harder for you," she says. "For the same amount of 
money, you can provide a better benefit."
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KIRT I. AND, Ohio —  President Bush came to Ohio on Friday 
to highlight a state retirement savings system that he said 
showed that Americans would be belter off handling their 
own old-age investments through personal accounts than 
relying on traditional Social Security.
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But that state's version of personal accounts lias attracted few 
lakers among the people eligible —  Ohio's 750,000 public 
employees. And records show that the most widely chosen 
version of the state-offered accounts lias racked up a five-year 
earning record of l.SG%, about the same return ilia he 
president says Social Security produces.

"Boy, does he have a hard sell ahead of him in using Ohio as 
his example," said Keith Brainard, research director of the 
National Assn. of State Retirement Directors, which 
represents virtually all of the nation's public employee 
pension plans.

"Ohio's individual account programs are only a lew years old, 
and in the short time they’ve been uround, investment returns 
have been relatively weak." Brainard said.

Coming two weeks before the end of his "60 Stops in 60 
Days" campaign to convince the nation thai Socinl Security 
needs to be reshaped. Bush's Ohio appearance illustrated the 
difficulty the president faced in promoting his plan to a nation 
edgy about a still-uncertain economic recovery and a stuck 
market ‘.hat had taken a steep dive in recent days.

Bush has proposed allowing workers under 55 to diveit a 
|xiriion of their Social Security taxes into private stock and 
k>nd accounts. In return, they would agree to a cut in their 
traditional Social Security benefit.

I he president has said the private accounts should be part of a 
broader plan to shore up the shaky finances of the Social 
Security system flint broader, still-undefined plan might 
include further benefit cull or lax increases

Bui several recent polls show ihe p ic idcnl's proposal losing 
ground amid concerns that private accounts would requite 
Americans to shoulder more economic risk for the possibility 
ol a greater rcvvaul

And the pitsidcnll cause was unlikely to be hcl|tcd by a stock market that wrapped up its 
worst week in two vents Friday, with the Dow Jones industrial average diving l ‘J l  jKiints
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Tht: Dow slumped 3.6% for the week, and the tech-heavy Nasdaq index fell nearly 5%.

None of this appeared to faze Bush, however, ns he took the stage at Lakeland Community 
College in Kinland to lavish praise on an Ohio public employee retirement system that he 
said held important lessons for the White House and Congress in how to restructure Social 
Security.

"We need to conic together in Washington ... to work on a permanent fix [for Social 
Security], All options are on the table," Iiush declared.

But he quickly suggested that uny overhaul include personal accounts, which congressional 
Democrats have said they will adamantly oppose if —  as Bush has proposed —  they 
involve diverting payroll lax revenue from the existing system.

Part of any Social Security fix, the president told his audience, should be "to trust people 
with their own money, to devise a system that would work similar to the state of Ohio, that 
would say, 'We're going to let you earn a better rate of return for your money.’ "

But in the biggest of Ohio's several state retirement programs, the popularity of the private 
accounts and the returns they produce are relatively low.

Ohio is one of half a dozen stales that have begun to offer 40l(k)-like retirement accounts 
through which eligible employees can invest in a handful of stale-screened mutual funds or 
other portfolios.

Employees who choose accounts risk losing money if the value of their investments falls, 
but reap most of the rcwurd if the value rises.

Ohio has continued to offer traditional pensions, where the state bears the risk and promises 
to pay retirees a certain amount for as long as they live. Employees can choose between the 
traditional pension and the private accounts, or pick a plan that mixes the two.

The state began offering the private accounts to stale college faculties in 1998, and 
extended them to other workers early in this decade. Ohio has five major retirement 
systems for teachers, police, firefighters and other public employees.

It w as unclear from the president's remarks and from tin administration-issued news teleasc 
which of the five plans Bush was discussing in his appearance Friday, or what option lie 
was focusing on. The White House referred calls to s|xikesman Trent DufTy, who could not 
lie reached.

But in the biggest of the stale's plans —  the 522,000-member Ohio Public Employees 
Retirement System, or OPF.RS —  the personal account option has not proven particularly 
popular among slate workers, or delivered a particularly good rate of return.

About 10,000 of those eligible for personal accounts —  less than 5% — have signed up for 
the accounts since they became available at the start of 2003, according to Laurie l iori 
Hacking, DPI-US' executive director.

Of those who have chosen the accounts, most have directed that their money be invested in 
the system's "moderate" or "aggressive" pre-mixed portfolios, according to spokesman 
Richard Baker.

O PLRS records .show that the "moderate" account hist money in two of the last fc ur years 
and during the first three months of this vcar. It posted a live-vear armuali/ed return of 
I.S6H.

lhat compares to the 1.8"<i that Bush said Friday was the rate of return Ibr Social security 

flic u PFR S  "aggressive" porllolio had a Five-year return of 0.26%
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From: Ixiis Heine <llieiiic@nonhsiiir.kI2.ak.us>
To: l7airbai)ks..LIO<s')legi.s.suile..ik.us

Please be careful when making decisions or. this retirement system. As 
an individual we already aro putting money away for our retirement, J 
don't wain to have more taken out and put into places whore we have 
no control of them. You ate taking over the rights of individuals ' 
with this bill. Pleaso look into other areas, such an lengthening the 
time needed Lo retiro, reducing medical benefits, hut implementing a 
Health Savings Account that allows us to put,away money from our 
chocks to pay for deductible?! and other medical costs in retirement.

1 pray thnt you will make wise choice.4,; that will protect our benefits 
and thoso of future employees and also protect the state.-Thank yon. 
Lois Heine

cl I

mailto:llieiiic@nonhsiiir.kI2.ak.us
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April 23, 2005 

To Whom It Concerns:

I urge the rejection of SB  141 (also, similar bills MB 177 & HB 170).

There may be serious problems within the TRS & PER S  retirement systems. However, 
the Legislatura’s reliance on sole source statistics must raise a Red Flag to all 
concerned voters, those In the PER S  & TERS systems, and any elected representative 
seriously concerned with representing the people of Alaska. The statistics, especially 
the assumptions used to derive the numbers, need to be examined by a second, 
independent source acceptable to both political parties, IF adopted, SB  141 will 
negatively impact thousands of hard working Alaskan public servants. The accuracy 
and reliability of its statistical conclusions must be thoroughly verified before the 
draconian solutions offered by SB 141 are considered.

I labeled the changes made by SB 141 as draconian. The impacts on current 'md 
future PER S  and T ERS employees are highly negative. Hikes in the employee 
contributions to PER S  and TERS, loss of disability & death benefits, other health care 
benefit reductions are draconian measures.

I
Forcing future employees into a defined contribution system (41 OK) will guarantee that 
top level managers & supervisors will not work for the state. When I moved to Alaska in 
1985, the quality of the retirement programs in PER S  & TERS were a key factor. Tier 1 
and Tier 2 were excellent programs. Tier 3 is marginal, but at least somewhat 
competitive. The proposed Tier 4 is simply a joke. If the state thinks there is a loss of 
its young to the lower-48 now, it will be shocked when its children moved outside rather 
than work for the state.

I will retire in just a few years. I had planned to remain in Alaska after retirement. The 
loss of the COLA for retirees in SB 141 sends a message to me and many others who 
helped build this state.

I will be blunt. There are two senators from the Mat-Su region I will be criticizing in the 
future. One I will be honored to vote against. Over 25 friends are now committed to 
vote against one or the other. Carl Gato, I live in your district. You voted SB  141 out of 
committee. IF SB  141 passes, expect to lose a substantial number of fire service votes.

Johnny Murdock 
PO Box 872671 
Wasilla, AK 99687 
Assistant Firs
Mat-Su Emergency Services
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CSSB 141 Overview
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CSSB 141(FIN) -  Retirement Security Act CSSB 141 Overview

The Retirement Security Act will

• Strengthen Management & Fiduciary Oversight
• Improve Our Ability to Predict and Control Costs
• Constrain the Growth of the Unfunded Liability
• Provide Near Term Financial Relief to Employers
• Pave the Way For Developing a Long-term Financial Fix

While still maintaining our principle objectives of

• Ensuring the Solvency of Alaska’s Retirement System
• Maintaining the Attractiveness of Public Sector Employment
• Recruiting and Retaining Talent

RSA Improves llic Long-lerm Health and Security of Our Retirement System



CSSB 141 (FIN) -  Retirement Security Act CSSB 141 Overview

CSSB 141 -  Key Elements:
• Replaces the existing boards (PERS, TRS, ASPIB) with a new

9-member Alaska Retirement Management Board (ARMB)

• Provides more employer representation on the board; 
strengthens the board’s fiduciary responsibilities; gives the 
board responsibility for setting employer contribution rates and 
for adopting actuarial assumptions

• Transfers the responsibility for hearing waivers and appeals to
the Office of Administrative Hearings

• Increases payroll contributions for existing employees by 0.5%
annually until employers and employees share normal costs 
50/50

• Establishes a Defined Contribution (DC) Plan, Retiree Medical 
Benefit and Health Reimbursement arrangement for new 
employees

 ■
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CSSB 141 (FIN) -  Retirement Security Act Board Restructurina

N Current Retirement System Organization

• •

Adopt P E R S  policies and Adopt TRS policies and
regulations regulations
Act as an Appeals Board Act as an Appeals Board
Set Annual P E R S Set Annual T RS Employer
Employer Contribution Rate Contribution Rate
Adopt actuarial Adopt actuarial
assumptions assumptions

Establish Investment 
Policies

Manage and Invest 
Retirement Trust Funds
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Retirement System Oversight Should Be Designed To:

• Guide and evaluate system performance

• Provide long-term strategic and financial planning

• Ensure the assets and liabilities of the systems are 
balanced

• Implement formal system of checks and balances

• Work in the best interests of the state and it’s public 
employees

141 (FIN) -  Retirement Security Act_____________________ Board Restructuring
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j  CSSB 141 (FIN) -  Retirement Security Act____________________ Board Restructurinp

%

Retirement Board Must Be

• Representative of all system stakeholders

• Experienced and knowledgeable in relevant financial, 
accounting and investing issues

• Empowered to address systemic problems

• Impartial

• Independent

H): I V  S'ci. Uc I i i k i i k c  Com iiuBe
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CSSB 141(FIN) -  Retirement Security Act Board Restructuring

SB 141 Board Restructuring is Designed to:

• Strengthen the fiduciary oversight of the entire retirement system

• Place system assets and liabilities within the purview of one authority

• Increase the frequency of reviewing, adopting and reporting actuarial 
assumptions

• Increase employer representation on the board

• Establish minimum professional qualifications for board membership

• Move the quasi-judicial appeals process to the Office of Administrative 
Hearings

• Empower the Commissioner of Administration to set policies and 
regulations for day to day system operations



CSSB 141(FIN) -  Retirement Security Act Board Restructuring

\  SB 141 Retirement System Organization
Dept of Administration

Office of 
Administrative 

Hearings
Div of Retirement 

& Benefits

Hear Appeals Adopt policies and 
regulations

-tirrvK
‘‘~4 tty : T h e  S cu alc  l-in a n ce  C n in n iitlc e

D a le : A p r il 19'". 2 0 0 5

Dept of Revenue

A laska R etirem ent 
M anagem ent Board  

(A R M B )

Consolidated Board 
Responsibilities

Manage and invest Trust 
Assets in a manner that is 
sufficient to meet the liabilities 
and obligations of the system 

Establish Investment Policies 
and Options 

Set Annual PERS/TRS 
Employer Contribution Rates 

Review and Adopt Actuarial 
Assumptions

Treasury Division I

Investment Advisory Council (Optional) 

Investment Consultant

Actuary

Nine Trustees
Commissioner of Revenue

Commissioner of Administration

3 Public members; Alaska residents who 
are not beneficiaries ol the system

1 finance officer ol a political subdivision

1 finance officer of a school district

1 P E R S  momber (activo or retired)

1 TRS  member (active or retired)

Trustees must be professionally credentialed 
or have recognized competence in one or 
more fields of investment management, 
finance, banking, economics, accounting, 
pension administration, or actuarial analysis.

I'age: 2<)



CSSB 141(FirO -  Retirement Security Act
f . ■ ’*

Board Restructuring
»•

Board Adopted EmployeiiC^ntribution Rates -  FY ’90 thru FY ‘07

^ \ /  P E R S  ^ TR S
Mercer Board Rate PERS ilEmployeX Past Actuarial Board Diff TRS Employer Past Actuarial Board Diff
Data Adopt for Funding I Normal H Service = Computed

Rate
- Adopted Computed Funding Normal + Service = Computed - Adopted — Computed

Year Year FY Ratio ^ Rate / Rate Rate Rale Ratio Rate Rate Rate Rate Rate

1987 1988 I 1990 100.0% 9.23% 0.07% 9.30% 9.30% 0.00% 101.0% 9.14% -0.95% 8.19% 11.64% 3.45%
1988 1989 i 1991 93.0% 10.37% 1.63% 12.00% 12.00% 0.00% 98.8% 11.86% 0.41% 12.27% 10.54% -1.73%
1989 1990 ! 1992 91.6% 12.00% 2.20% 14.20% 14.20% 0.00% 95.0% 13.26% 1.90% 15.16% 11.87% -3.29%
1990 1991 1993 97.2% 12.83% 0.75% 13.58% 13.58% 0.00% 87.7% 14.07% 5.58% 19.65% 12.00% -7.65%
1991 ' 1992 I 1994 88.1% 10.18% 3.54% 13.72% 13.72% 0.00% 85.7% 9.05% 6.54% 15.59% 12.00% -3.59%
1992 | 1993 1995 91.2% 10.90% 2.80% 13.70% 13.70% 0.00% 89.7% 8.57% 4.79% 13.36% 12.00% -1.36%
1993 | 1994 i 1996 95.4% 11.29% 1.53% 12.82% 12.82% 0.00% 93.1% 9.06% 3.42% 12.48% 12.00% -0.48%
1994 1995 1997 94.8% 10.36% 1.78% 12.14% 12.14% 0.00% 89.6% 9.70% 5.26% 14.96% 12.00% -2.96%
1995 | 1996 1998 96.5% 10.61% a 1.25% 11.90% 8.00% -3.90% 90.9% 10.10% 4.84% 14.94% 12.00% -2.94%
1996 1997 1999 105.8% 9.85% -2.11% "7.74% 4 7.74% 0.00% 97.2% 8.97% 1.55% 10.52% 12.00% 1.48%
1997 1998 2000 106.3% 9.89% -2.53% 7.36% 7.74% 0.38% 94.0 ' 9.21% 3.79% 13.00% 12.00% -1.00%
1998 1999 2001 105.9% 8.67% -1.64% 7.03% 7.40% 0.37% 97.7% 8.99% 1,56% 10.55% 12.00% 1.45%
1999 : 2000 2002 105.5% 8.07% -1.51% 6.56% 6.75% 0.19% 102 5% 8.88% -1.79% 7.09% 11.00% 3.91%
2000 I 2001 2003 101.1% 5.43% 0.69% 6.12% 6.75% 0.63% 99.6% 9.40% -1.11% 8.29% 11.00% 2.71%
2001 2002 2004 100.9% 5.42% u , 1.35% 6.77% . 6.77% 0.00% 95.0% 10.33% 4.11% 14.44% 12.00% -2.44%
2002 2003 2005 75.2% 13.31% " 11.60% 24.91% 1r 11.77% -13.14% 68.2% 14.76% 20.81% 35.57% 16.00% -19.57%
2003 2004 2006 72.8% 13.24% 12.39% 25.63% 16.77% -8.86% 64.3% 14.28% 24.57% 38.85% 21 00% -17.85%
2004 2005 2007 70.2% 13.32% 14.87% 28.19% TBD TBD 62.8°/j 13.76% 28.02% 41.73% TBD TBD

Currently, the PERS/TRS boards set the annual Employer Contribution Rate

When the boards adopt a rate below the Employer Normal Cost Rate, the unfunded liability 
may increase

SB 141 requires the Board to adopt an Employer Contribution Rate no-less-than the 
Employer Normal Cost Rate

lie S i' ik iIl’ f ' i r i : i l lL C  t.’n 
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-  Retirement Security Act

Appeals Process to Office 
of Administrative 
Hearings

By: The Scnuic I'lii.mtc CommiilR 
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CSSB 141 (FIN) -  Retirement Security Act________MovinCJ Appeals to OAH

r  X
Office of Administrative Hearings (OAH)

• Office was established by SB 203 (ch. 163, SLA 
2004) with the goals of

- Providing better public service through a higher 
level of due process

- Improving hearing efficiencies for both government 
and public

- Cutting hearing costs lo  both government and 
public

- Improving impartial decision-making

: - ii]') By: The Senate Finance Committee
- j . V  I Lie: April l')'\ 2(M»5
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CSSB 141(FIN) -  Retirement Security Act________MovinQ Appeals to OAH

| g

Office of Administrative Hearings (OAH)

• Conduct administrative appeals, evidentiary hearings, 
dispute resolution and adjudication for

- Child support services
- Occupational licensing (including tobacco 

enforcement and real estate surety claims)

- Permanent Fund Dividend eligibility
- Other (taxation, contracts/procure 

victim compensation, benefits programs)

• All these types of appeals of decisions made by 
government impact people’s families, their 
businesses, their income

By: The Senate Finance Committee
Dale: April IV’1'. 2005

Page: 3.1



CSSB 141(FIN) -  Retirement Security Act________MovitlQ Appeals to OAH

Benefits of Transfer of Appeals Hearing Function

• Operates under the supervision of a chief 
administrative law judge

• Impartial and highly trained adjudicator to hear cases

• Timely resolution for appellants

• Cost savings: 1 administrative law judge replaces 10 
board members

• Decisions of the OAH may still be appealed to 
Superior Court

,« ' f * *4
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Increasing Contribution 
Rates for Existing Public 
Employees



CSSB I41(FIN) -  Retirement Security Act
of Existing Employees
increasing Contribution Rates

Contribution Rate Setting Process
• Each year, the actuary computes the Normal Cost Rate for the next 

contribution year

• The Normal Cost Rate is simply the percent of payroll required to pay for 
the benefits expected to be earned by all members during the coming 
contribution year

• The process runs two fiscal years in advance -  for example, the FY 07 
Normal Cost Rate was estimated this month by the state’s actuary

FY 07 Normal Costs

PERS TRS

Medical cost component 

Pension component 1 1 . 2 7 %

8.86%

1 3 . 6 9 %

8 . 7 5 %

Normal Cost Rate 20.13% 22.44%



CSSB 141 (FIN) -  Retirement Security Act
of Existing Employees
Increasing C p n t n b u  Rates

Contribution Rate Setting Process
If our economic, demographic, and financial projections were always 
correct -  the annually reviewed Normal Cost Rate would fully fund the 
retirement system

Unfortunately, those projections can never be 100% accurate

If too much was contributed, the system is overfunded; if too little, it is 
underfunded

The actuary amortizes the unfunded amount over 25 years and computes 
a Past Service Rate

The Past Service Rate is the additional percent of payroll required to 
begin paying off the unfunded liability

x*"| |l y  (lie Sciuir liiiam c ('iiiiiiiiiiirr

'f 'J  Date: April I9'1’. 2005



CSSB 141 (FIN) -  Retirement Security Act Increasing Contribution Rates

X
Contribution Rate Setting Process

of Existing Employees

Once the Normal Cost Rate and the Past Service Rate are known, the 
employer’s total contribution rate is calculated as follows:

FY 07 Contribution Rates

PERS TRS

Normal Cost Rate 20.13% 22.44%

Less Employee Contribution* (6.81)% (8.68)%

Equals Employer Normal Cost 13.32% 13.76%

Plus Past Service Rate 14.87% 28.02%

Total Employer Contribution 28.19% 41.78%

a •

• liniplnycc f "oiilnI'll(i><n Kale slimvn is llic avcinj-’c tale loi .ill iiiciiihcts ol (lie systems. Actual titles vary tty ■iploycc class anil ate f» 7JW , 7 i ' (  or 
' )I ’JI lor 1*1 KS uiul h fiV of *1 hVa lot I KS
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CSSB 141(FIN) -  Retirement Security Act Increasing Contribution Rates

\
of Existing Employees

Weaknesses of the Process
• The Employee Contribution rate is set in statute, so any increase in the 

Normal Cost Rate is borne entirely by the employer
FY 07 Contribution Rates

Less

Normal Cost Rate \ s 

Employee Contribution*

PERS

20.13%

TRS

22.44%

(8 .68)% ^>

Equals Employer Normal Cost 13.32% 13.76%

Plus Past Service Rate 14.87% 28.02%

Total
i

Employer Contribution < 28.19% 41.78% ^>

These are the actuary’s recommended rates....currently, the PERS and 
TRS boards may adopt different rates

When the boards adopt lower rates, our unfunded liability increases

• I'.iiipluyic t onlnliiiliun Kale shown is the JTti.ipr rate loi all nieml>ers nl llir syslcins Aclu.il rales varv hy employee class anti are (>.7S'>. 7 V* or 
for HI-.KS a m lJt(i5'.» nr '/.(if I lor IKS

Uy: Tlii’ Senate l;in;mic C’ommnlB 
Dale: April I *>"*. 2005 I’aflb VJ



CSSB 141(FIN -  Retirement Security Act
of Existing Employees
Increasing Contnbution Rates

SB 141 Addresses these Weaknesses

1. Sets the employee's contribution to the greater of:

• Current statutory rate or

• 1/2 of the Normal Cost Rate

• With the additional provision that the increase may not

2. Requires the new Alaska Retirement Management Board (ARMB) 
to adopt a contribution rate that is no less than the actuarially 
computed Employer Normal Cost Rate

exceed 0.50% annually

inTfc"*'* It) I In* Ncii.ilc I i i i .i ' u v
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CSSB 141 (FIN) -  Retirement Security Act Increasing Contribution Rates
of Existing Employees

Historical & Projected Total Normal Cost Rate
■ TRS Total Normal Cost
■ PERS Tolal Normal Cost

FY 2 0 0 7
24.92%

16.36°/

F Y '8 3 -  F Y  '07

PERS TRS

Moan: 17.82% Moan: 19.22%

StdDov. 1.17% StdDev: 1.93%

Range- IG /;5%  - Low Hango; 1G.35% ■ Low

20.14%  - High 23 47% - High

F Y  '08 -  FY  ‘32

PERS TRS

Moan. 19.52% Mean: 23.13%

Rnngo: 19 .21% -Low Rungo: 21 .71% - Low

19.92% -High 24 .92% - High

--------------  T-- ------ .----- ,----------------------------- :-r-1---------  r-t------ r----- *■-----r ■ i------1------------r----------- * -----—

1985 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029 2031

Ity  'I!ii? Senate I i i i .i i k c  ( 'oiiii' iiii'o 
Da:<5 April I *) '. 20<)S

I ’ a g c :  41
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Employers are Paying the Majority of the Normal Cost

FY 07 Normal Cost Rates
PERS Share TRS Share

Total Normal Cost 20.13% 100% 22.44% 100%

Employee Cost* 6.81% 33.8%
----------------------------------- — -

8.68%
- — —  —----------

38.7%
I

<^^mpioyer Cosi 13.32% 66.2%
______________________________________________

13.76% 61^3% i

Currently, increases in the Normal Cost are borne entirely by 
the employer

* Employee Contiihmion Rate shown is the average rail foi all members of the systems. Actual tales vary hy employee class atul ate 
fc75Cf. 7*59 OI 0.6',' lor |*I:RS mui S.BSfli or 0.6.S'.,' lot I RS

. vl

Ily: "Ilie Senate’ I manic Commiiue
l> ^ :A p iil I V ,  2005 |V !a . , 3
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Employee Contribution Rates Haven’t Increased 
Since 1987 in PERS and 1991 in TRS

Statutory Changes in Employee Contribution Rates
I ‘ : .

PERS•
. Before 

1/1/87
Since
1/1/87

Since
7/1/99

FY 07 
Average

Police/Fire 5.00% 7.50% 7.50%
6.81%All Others

4.25% 6.75%
6.75%

School Districts* 9.60%

TRS
, Before 

1/1/91
Since
1/1/91

FY 07 
Average

Most Members 7.00% 8.00%
8.68%

Supplemental Plan** 8.65% 9.65%

• * Beginning in 7/1/99, school district PERS members can elect the higher 9.6% contribution rate and receive a full year of
service credit lor 9 months vs. contributing 6.75% for 12 months

• * * TRS Members who joined the system before 7/1/S2 and elected to participate in the supplemental contributions provision
are required to contribute an additional I %  of their salaries

My: ‘Hie Sciulc lin.nac Coiiiinitice 
>>r - V  Dale: April IV". 2005
*63fv 1 ,t’1
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Constitution of the State of Alaska
Artic le  X II  -  Section 7

R etirem ent Systems. Membership in employee retirement systems o f the State 
or its political subdivisions shall constitute a contractual relationship. Accrued 
benefits o f  these systems shall not be diminished or impaired.
Normal Cost Rate is the cost of benefits expected to be earned during the 
coming contribution year

We contend that employee contributions applied towards the Normal Cost Rate are 
not part of the accrued benefit to which members are entitled

An accrued benefit is one that has already been earned -  not one that has yet to be 
earned

Benefit rights accrue as they are earned -  year to year

Employee contributions cannot be changed retroactively to pay for past benefits 
(Past Service Costs or any unfunded liability), but they can be changed 
prospectively to pay for future benefits

]*) By: llic Senate l:inancc Committee
© h  Dale: April I'J"'. 2005

I’ajic; 4-1



Employer Pays the 
Majority of Normal Cost 
and all of Past Service 

w Cost w

I Employer Ftast Service Cost 
I Employer Normal Cost 
! Employee Contribution 
• Total PERS Payroll Contribution

40.0%

Increasing Contnbutign Rates
of Existing Employees

983 1985 1987

PERS Payroll Contribution Trend & Forecast

2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029 2031

CSSB 141(FIN) -  Retirement Security Act

35.0%

30.0%

25.0%

20.0%

15.0%

10 .0 ° ,

5.0%

0.0%

-5.0%

iI r v J j f

tjV-'iri By: The Senate Finance Committee
Date: April I9"\ 2005 I’age: 15



CSSB 141(FIN) -  Retirement Security Act Increasing Contribution Rates
-S!t̂  PERS Employee Normal Rate Projections of Existing Employees
PERS - Average All Employees

Projections at Current Rate Projections at SB 141 Rate

Increase
Over

Previous
FY

Rale
for
FY

I

Total
Normal
Cost

Employee 
Normal 

Cost Rate

‘ Employee 
Share of , 

Total 
Normal 
Cost

Employer 
Share of 

Total 
Normal 
Cost

50% of 
Total 

Normal 
Cost

SB 141 
Employee 

Rate

Resulting
Employee

Share

2006 20.05% 6.81% I 34.0%:' 66.0% 10.03% 7.33% 36.6% 0.50%
2007 19.80% 6.81% 34.4% 65.6% 9.90% 7.83% 39.5% 0.50%
2008 19.73% 6.81% 34.5% 65.5% 9 87% 8.33% 42.2% 0.50%
2009 19.66% 6.81% 34.6% 65.4% 9.83% 8.83% 44.9% 0.50%
2010 19.58% 6.81% 34.8% 65,2% 9.79% 9.33% 47.7% 0.50%
2011 19.52% 6.81% 34.9%' 65.1% 9.76% 9.76% 50.0% 0.43%
2012 19.44% 6.81% 35.0% 65.0% 9.72% 9.72% 50.0% -0.04%
2013 19.38% 6.81% 35.1% 64.9% 9.69% 9.69% 50.0% -0.03%
2014 19.31% 6.81% 35.3% 64.7% 9.66% 9.66% 50.0% -0.04%
2015 19.25% 6.81% 35.4% 64.6% 9.63% 9.63% 50.0% -0.03%
2016 19.26% 6.81% 35.4% 64.6% 9.63% 9.63% 50.0% 0.00%
2017 19.23% 6.81% 35.4% 64.6% 9.62% 9.62% 50.0% -0.01%
2018 ' 19.21% 6.81% | 35.5% 64.5% 9.61% 9.61% 50,0% -0.01%
2019 i 19.24% 6.81% 35.4% 64,6% 9.62% 9.62% 50.0% 0.01%
2020 i 19.27% 6.81% 35.3% 64.7% 9.64% 9.64% 50.0% 0.02%
2021 19.31% 6.81% 35.3% 64.7% 9.66% 9.66% 50.0% 0.02%
2022 19.36% 6.81% 35.2% 64.8% 9.68% 9.68% 50.0% 0.03%
2023 , 19.42% 6.81% 35.1% 64.9% 9.71 . 9.71% 50.0% 0.03%
2024 19.52% 6.81% 34.9% 65.1% 9.76% 9.76% 50.0% 0.05%
2025 19.63% 6.81% 34.7% 65.3% 9.82% 9.82% 50.0% 0.05%
2026 | 19.76% 6.81% 34.5%, 65.5% 9.88% 9.88% 50.0% 0.06%
2027 19.92% 6.81% 34.2% 65.8% 9.96% 9.96% 50.0% 0.08%
2028 ! 19.86% 6.81% 34.3% 65.7% 9.93% 9.93% 50.0% ■0.03%
2029 ‘ 19.79% 6.81% 34.4% i 65.6% 9.90% 9.90% 50.0% -0,04%
2030 19.73% 6.81% 34,5% 65.5% 9.87% 9.87% 50.0% •0.03%
2031 19.68% 6.81%: 34.6% 65.4% 9.84% 9.84% 50.0% -0.03%
2032 19.63% 6.81% 34.7% 65.3% 9.82% 9.82% 50.0% -0.03%

i lly: The Scn.iic l iiKince Committee 
I).ilc: April 200S

SB 141 Proposes 
to split the Total 
Normal Cost 50/50 
between Employer 
and Employee

\
However, the Employee 
Rate could never increase 
by more than 0.50% a year

Based on current Mercer 
projections, it would take 
6 years to reach the 
50/50 shared rate

If Normal Costs drop in 
the future, employer 
and employee rates 
would drop accordingly

P a te : •»(>
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141(FIN) -  Retirement Security Act________ Increasing
of Existing Employees

Effect of Employee Contribution Rate Increases on Average PERS Employee

Normal Cost 50%  Norma1 
Cost

Current Rate
@

SB 141 Proposed Pre-Tax Payroll Deductions (every 2 weeks)

FY Pn4 . FY  07 FY 00 FY 09 FY 10 FY 11 FY 12 Cumulalivc
Increase

20.13% 10.07% 6.75% 7.25% 7.75% 0.25% 0.75% 9.25% 9.75% 10.07% 3.32%

P E R S  2004 Annual Earnings Mcnlhly
Earnings 2-W eok Pay

ASEA GG 1-A Range 5-A S 20.436.00 S 1,703.00 S 051.50 S 57.40 S 61 .73 S 65 .99 S 70 .25 S 74.51 S 70.76 S 03.02 S 05.70
Yr lo Yr Increase S 4.26 S 4.26 S 4.26 S 4.26 S 4.26 S 4.26 S 2.60 S 20.23

ASEA GG 1-A Range 10-A S 27,160.00 S 2,264 .00 S 1,132.00 S 76.41 S 02 .07 S 07.73 S 93 39 S 99.05 S 104.71 S 110.37 s 113.94
Yr lo Yr Increase S 5.66 S 5.66 S 5.66 s 5.66 S 5.66 s 5.66 s 3.57 S 37.53

ASEA GG 1-A Range 15-A S 37,260.00 S 3,105 .00 S 1,552.50 S 104.79 S 112.56 s 120.32 S 120 00 s 135.04 S 143.61 s 151.37 s 156.26
Yr lo Yr Increaso s 7 .76 s 7.76 S 7.76 s 7.76 S 7,76 s 7.76 s 4.09 S 51.47

A S E A G G  1-A Range 17-A S 42,052.00 S 3,571 .00 S 1,705.50 S 120.52 s 129.45 s 130.30 $ 147.30 s 156.23 S 165.16 s 174.99 s 179.71
Y r lo  Y rIncreaso s 0.93 s 0.93 s 0.93 s 0.93 S 0 93 s 0.93 s 5.62 S 59.19

Average PERS Members S 43 ,023.00 S 3,651 .92 s 1,025.96 S 123.25 s 132.30 s 141.51 s 150.64 s 159.77 S 160.90 s 170.03 s 103.70
Yr lo Yr Increase s 9.13 s 9.13 s 9.13 s 9.13 S 9.13 s 9.13 s 5.75 S 60 .53

ASEA GG 1-A Range 27-A S 79,320.00 s 6,610  00 s 3,305 00 S 223.09 s 239.61 s 256.14 s 272.66 s 209.19 S 305.71 s 322.24 s 332.65
Yr lo Yr Increase s 16.53 s 16.53 s 16.53 s 16.53 S 16.53 s 16 53 s 10.41 s 109.56

Estimate is based on EY 07 Total Normal Cost for PERS “Other” and assumed to be fixed for EY 07 to EY 12

nice Coiiimmee

Pinto: 48

*v-
) My: T lie Jennie I'm;

£ 3 ^ /  D.ilc: April I'UK 2005
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CSSB 141 (FIN) -  Retirement Security Act Increasing Contribution Rates

V  TRS Employee Normal Rate Projections of Existing Employees
TRS - Average Rate

Projections at Current Rate Projections at SB 141 Rate
Employee Employer
Share of Share of 50% of Increase

Total Employee Total Total Total SB 141 Resulting Over
Rate Normal Normal Normal Normal Normal Employee Employee Prewous

for FY Cost Cost Rate Cost Cost Cost Rate Share FY

2006 22.97% 8.69% 37.8% 14.28/c 11.49% 9.21% 40.1% 0.50%
2007 21.71% 8.69% 40.0% 13.02% 10.86% 9.71% 44.7% 0.50%
2008 21.72% 8.69% 40.0% 13.03% 10.86% 10.21% 47.0% 0.50%
2009 21.81% 8.69% 39.8% 13.12% 10.91% 10.71% 49.1% 0.50%
2010 21.87% 8.69% 39.7% 13.18% 10.94% 10.94% 50.0% 0.22%
2011 21.90% 8.69% 39.7% 13.21% 10.95% 10.95% 50.0% 0.01%
2012 21.93% 8.69% 39.6% 13.24% 10.97% 10.97% 50.0% 0.01 %
2013 21.81% 8.69% 39.8% 13.12% 10.91% 10.91% 50.0% -0.06%
2014 21.94% 8.69% 39.6% 13.25% 10.97% 10.97% 50.0% 0.07%
2015 22.06% 8.69% 39.4% 13.37% 11.03% 11.03% 50.0% 0.06%
2016 22.24% 8.69% 39.1% 13.55% 11.12% 11.12% 50.0% 0.09%o
2017 22.44% 8.69% 38.7% 13.75% 11.22% 11.22% 50.0% 0.10%
2018 22.66% 8.69% 38.3% 13.97% 11.33% 11.33% 50.0% 0.11%o
2019 22.88% 8.69% 38.0% 14.19% 11.44% 11.44% 50.0% 0.11%o
2020 23 05% 8.69% 37.7% 14.36% 11.53% 11 53% 50.0% 0.09%c
2021 23.16% 8.69% 37.5% 14.47% 11.58% 11.58% 50.0% 0.05%o
2022 23.30% 8.69% 37.3% 14.61% 11.65% 11.65% 50.0% 0.07%
2023 23.60% 8.69% 36.8% 14.91% 11.80% 11.80% 50.0% 0.15%o
2024 23.92% 8.69% 36.3% 15.23% 11.96% 11.96% 50.0% 0.16%o
2025 24.11% 8.69% 36.0% 15.42% 12.06% 12.06% 50.0% 0.10%
2026 24.27% 8.69% 35.8% 15.58% 12.14% 12.14% 50.0% 0.08%o
2027 24.81% 8.69% 35.0% 16.12% 12.41% 12 41% 50.0%, 0 27%
2028 24.81% 8.69% 35.0% 16.12% 12.41% 12 41% 500%  ̂.00%
2029 24.82% 8.69% 35.0% 1G. 13% 12.41% 12.41% 50.0% 0.01%
2030 24.85% 8.69 i, 35.0% 16.16% 12.43% 12.43% 50.0% 0.01%
2031 24.8B% 8.69% 34.9% 16.19% 12.44% 12.44% 50.0% 0.01%
2032 24.92% 8.69% 34,9% 16 23% 12.46% 12.46% 50 0% 0.02%

Based on current Mercer 
projections, it would take 
5 years to reach the 
50/50 shared rate in TRS

II) Die Sau le  Qiuncc f i>ri)iiiui«v 
Dale Apnl ’ (HIS

I ' . l t  5 0
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L ^ n
TRS Forecast with SB 141 Language

EmployGr Ffcst S e rv ic e  C ost 
i Em ployer Norm al C ost 

l E rrp loyeo  Contribution  
■ Tota l T R S  Payroll C ontribution

Increasing Contribution Rates
of Existing Employees
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_ of Existing Employees

' H

Effect of Employee Contribution Rate Increases on Average TRS Employee

Norm al Cost 5 0 %  N orm al 
Cost

Current Rate 
@

SB  141 Proposed P re -T a x  Payroll D eductions (every 2  w eeks)

F Y  0 6 F Y  07 F Y  08 FY  0 9 F Y  10 FY  11 C um ulative
Increase

2 2 .9 7 % 11.49% 8.69% 9 .1 9 % 9.69% 10 .19% 10.69% 11 .19 % 11 .49% 2 .8 0 %

T R S  2004 A nnual Earnings Monthly
Earnings 2 -W e o k Pay

A SD  Teach er BA  S lep  1 S 3 5 ,2 8 4  0 0 S 2 ,9 4 0 .3 3 S 1,470 .17 S 127.76 S 135.11 S 14 2 .4 6 S 149.81 S 1 57 .16 S 164.51 S 1 68 .85
Yr to Yr Increaso S 7 .3 5 s 7 ,3 5 s 7 .35 S 7 .3 5 S 7.35 S 4 .34 S 4 1 .0 9

A SD  Teacher B A+1B S lep  4 S 4 0 ,2 5 1 .0 0 S 3 ,3 5 4 .2 5 S 1,677 .13 S 145 74 S 1 5 4 .1 3 s 162.51 s 170.90 S 179.28 S 18 7 .6 7 S 19 2 .6 2
Y r to Yr Increaso S 8 .39 s 8 .3 9 s 8 .39 S 8 .3 9 S 8 .3 9 S 4 .9 5 S 46 .8B

A SD  Teacher B A +3 6  S lop  9 S 4 7 ,2 7 4 .0 0 S 3 ,9 3 9 .5 0 $ 1 ,969 .75 S 1 7 1 ' . S 181.02 s 19 0 .8 7 s 20 0 .7 2 S 2 1 0 .5 7 S 2 2 0 .4 2 S 2 2 6 .2 3
Yr to Y rIn c re a s o S t b s s 9 .8 5 s 9.85 S 9.85 S 1.85 S 5.81 S 5 5 .0 5

A verage T R S  M om bor S 5 3 .9 4 8  0 0 S 4 ,4 9 5 .6 7 S 2 ,2 4 7 .8 3 S 195.34 S 2 0 6 .5 8 s 2 1 7 .8 2 s 2 2 9 .0 5 S 2 4 0 .2 9 s 2 5 1 .5 3 S 2 5 8 .1 6
Yr to Yr Increaso S 1 1 24 s 11 .24 s 11.24 S 11.24 s 11.24 S 3  63 S 6 2 .8 3

A S D  Teacher B A  + 7 2  S lop 19 s 6 1 ,3 1 9 .0 0 S 5 ,1 0 9 .9 2 S 2 ,5 5 4 .9 6 J 2 2 2  0 . s 2 3 4 .8 0 $ 2 4 7 .5 8 s 2 6 0 .3 5 s 2 7 3 .1 ^ s 2 8 5 .9 0 S 2 9 3 .4 4
Yr to Y r In c  c : j e 12.77 s 12 .77 s 12.77 s 12.77 s 12.7 V S 7.54 S 71 41

Rg 4 • M 'd Level Piincipal s 8 0 ,8 3 3 .0 0 S 6 ,7 4 1 .0 8 S 3 ,3 7 0 .5 4 S 2 9 2 .9 0 s 3 0 9 .7 5 s 326.61 s 3 4 3 .4 6 s 360.31 s 3 7 7 .1 6 S 387.11
(216 Days - S lep  D ) Yr to Yr Increaso s 16 .85 s 16 85 s 16.85 s 16.85 s 16.85 S 9.94 S 94.21

• Estimate is hased on TV 07 Toial Normal Cosl lor TRS and assumed to he fixed for 1;Y 07 to l:Y 11. Salaries are hased 011 
the 2004-05 Anchorage School District salary schedule

f i t

l l y  TIlL’ S l'IM lk .' l  l lK I IH C  ( ' ( IM IM ll l l l 'L *  

I) . i lc  A p n l l< Q  200S
Pape: 52
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x
We considered the Administration’s 2004 Tier Committee 

work during our analysis and in our solutions
Tier Committee Data Reviewed:

• Tier Alternative Recommendations
• Employer survey
• Member focus group results
• Benchmarking
• Benefit levels
• Demographic projections
• Implications o f  Medicare changes
• Trends, issues and alternatives
• Cost analysis and projections

T h e  S r iu lo  I 'l iu im .' ( ’im u m itc e
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r *

Defined Benefit Plan Defined Contribution Plan

• Benefit level is fixed • Contribution level is fixed

• Benefit is based on a formula 
involving salary, years of 
service, age, etc.

• Benefit is based on the amount 
of money invested and earned 
in employee’s account

• Benefit is paid for life and to 
qualified survivors

• Benefit is paid until account runs 
out

• Future benefit payments are 
NOT driven by investment 
performance

• Future benefit payments are 
driven by investment 
performance

Examples: PERS & TRS Examples: SBS & Deferred Compensation

Defined Benefit (DB) vs Defined Contribution (DC)

By Tins Senate I inam e Committee
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Defined Benefit 
System

Defined Contribution 
System

Active Member

Money available for 
retirement is directly 
dependant on the 
amount put into the 
employee’s account 
during his working 
years and the 
cumulative investment 
earnings.

A ctive M em b er

Pension is paid out 
base on a set 
formula.

Cumulative benefit 
payout over members 
retired life time is not 
necessarily 
representative of 
what they deposited 
during their active 
career

Retired M em b er

Em ployer

Retired M em b er When the account is 
depleted, there is no 
further benefit.

By: l i ic  Senate F inance C o m m itte e
D ate : A p r il  I P. 2 0 0 5

I ’ j e e :  5 6
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Defined Benefit Plan
Advantages:

• P o o lin g  o f  lo n g e v ity  r is k
• G u a ra n te e d  in c o m e  s tre a m
• S y s te m  fa v o rs  lo n g e r-s e rv ic e  

en » p lo ye e s

Challenges:

E m p lo y e r  b e a rs  in  v e s tm e n t r is k
• E s t im a t io n  o f  L ia b ilit ie s
• R is in g  h e a lth  c o s ts
• U n p re d ic ta b le  o r  c o n tro lla b le  c o s ts

Defined Contribution Plan
Advantages:

P o rta b il ity
S e lf-d ire c te d  in v e s t in g

• C o n tr ib u tio n  e q u ity  a m o n g  e m p lo ,  ~ j s
• P re d ic ta b ility
• S ta b le  c o s ts
• N o  lo n g -te rm  a d m in is tra t iv e  c o s ts

Challenges:

• W o rk fo rc e  m a n a g e m e n t
• E m p lo y e e  b e a rs  in v e s tm e n t r is k
• E m p lo y e e  e d u c a tio n
• A c c u ra te  re t ire m e n t p la n n in g

Defined Benefit (DB) vs Defined Contribution (DC)

; jwii-'-cj"] ily. The .Scn;iic I-1 nance (.’ommidcc
' f e  ' / /  I hue: April IV"', 2(H)S

I ’ a js c : 5 7
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TRS HerI
7/1/55 ■ (5/30/90

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

SB 141
Proposed DC Plan f 

Entered oil or after 7/1/2006
Fnjiliyec Pie-lax Conuilxitiixi: 

8.65% kginning 1/1/91
linptnvc Pie-Lix (bntrilxitioii: 

8.6p% lie ginning 1/1 All
Friplnee Pie-la x Conti ilxition: 

8.0 %lvgbiiiing 7/1/2005

M-nixas vest with 8 yeais of service. M mhIxms vest witli 8 yeais ol seivicc. • Fripliyee k bmvdinlely vested in their own cnntritxiiions

• Faiptiyee's gradually vest in ciif iloyerconiiihulinns

• 25% aller two yeais
• 50% aller tliiec veins
• 75%allcrfixiryeais
• lOO'.t aller live veins

• Nxnul tetgement age is 55

• FailyrcUicincnt at age 50

• Tcachcis can reliie at any age alter 20 yeais ol neinlviship 
service.

• Nonntil telbenrnl age is 60

•  Fatly letiieiiL’iit at tige 55

• Teachers can letne at any age alter 20 years

• Krtiivinenl Savings’: Fatployee can terminate at any age and Like vested 
accixinthalmee with them, leave it bi the pint or lollovvr lo another 
i|tialificd phn

• M ’dieal ItendiLs: Muulvr is eligible liirlviicfiLs if:

• 65 yeats ol age and al least lOyeats of service; or
• 30 yeais of seivicc

• 2‘.t defined Ivcnetils kinntiLt fix tlie firsl 20 yeais nntl nil years of 
senice piinrlo July 1, 1090

• 2.5C? llicicaltcr. Benefit calculation is determined on tlie avenige (if 
tlie high Uncc conliact salaries.

•  2% defined tend'd UmiiiLi lor tlie lost 20 years

• 2.5% theivalier. Ilei efit caLaiLitjon is detenniiicd on tlie average of tlie 
high llnce contract sallies.

• cn̂ vk vyvr contiflxnkMi Ixokcn ixtt as:

• -1.25% to cni|)l(iyec icUiemcnl savings account
• 1.75% to lelbee itvdieal ptin
• 2.00*7 to 1 L-alUt Rcmhiuscnent Accixml

• M-dicalcoverage r, |xnvidcd to all lionolil recipients and tlieir 
eligible de|vndents.

• Mdical pieiniuiir. an- paid fix all dculnlitntlls regardless of age and

• Retirees and survivvxs overage CO and for rtrlbed* with at least 25 
yeais ofscrvice building ch;;d»le dependents.

• Re fire es and survivvxs under age CO. vitli levs Ilian 25 yv.us of 
iiL'inlvisliip service uiivl pay Die lull piviiiiiincosl il tliey want 
coverage.

• Ijivliyvcs mist lelite diivdly liomllic system witli a mbiiiiiiinof lOyeats 
of service lo tv eligible tor medical pint and access ti) 1 IRA

• liaily Klbees get ‘:icccss”li< ictiicc nedieal pLm hut naist pay full pienium 
until tliey teach age o lM ’dxjie vhgtlxbiy

• Once teaching M ilk  me age cbgJiility. reluec pays only a pinion ol n tx iw  
picnitiin hascd on yeais olscrvicc

• 10 U ye.its = lelbve piys 30*.; of |xcniiim
• 15-10 years -  Relbce pays 155> of premium
• 2(124 seats = Kdnee pays 20*'.' of |xenitim
• 25-20 yeais = Rdbee |Viys I5'f>of ixeniiim
• 30i yeais Reluec pays 10* I ofpienium

• Antonvilic I'KI’AleiUi tiled in lO**) applied to all trend vis 
icpanlless ollmc (Lite.

• n  H A f. |My.ilile to iccqucnts who tenvii'i dotik/ilcd in Alaska tiller 
icuiciivnt. (XK A is K ri ii! the lusc Ivnclit.

•  Aulomitic I ’RI’AaSivUienls to disabled iivndvis, ictnecs 60 and 
over, and tlxhc vvlioliave received IvncliH fix Kyeais.

• O )IAr> payable m recipients 65 ie oiler ixdisalvluy lenufit iccipi.'nls 
legaidiesv of age vvlxi icmnbi dnnunlcd bi Ail via alter le'uenciiL
(r)I Ar. 10*, ofluse Ivnctil.
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I H G I l c r l m s ’iic rn  
Bilcrerl on cru lle r 7/1/HG

I ' l W l k r l l
Urictvd oil ornflcr7/1>9t»

r; ' } : '
S D M I 

I*m|ias«l IX2llnn 
Dilcted oil or liner7/1/2006

Employee Prc-ta x Contribution:
G.75% hcgifininj; I/I/H7—all otJicn 
7.5% hegbmr^ 1/1/87—poke and foe 
9.6% he {’Mining 7/1/99—school disUirl

Employee Pre-Ian Cnnlnliulmn:
675% he ginning 1/1/87—all others 
7.5% beginning 1/1/87—finite and foe 
9.65 beginning 7/1/99—school dis trie 1

Employee Pre-tax Contribution:
6.755 be ginning 1/1/87—all others 
7.55 beginning 1/1/87—police ami fire 
9.6% beginning 7/1AJ9—school do liict

I*i »yvc Piu-ti x G  xtfrih Hi m: 
K.O'/Mvgmning 7/I/20D5

Members <|witli 5 years of service. .Numbers vest uih 5 years of service. Members vest wids 5 years ofscivicc- ♦ 1 ji^vJoyjc is inn edit lely vested si UicirouiicitmhMtitis

• l :Jni.i>vcS juadtctHy vest in cn jiiyer cor*jixrtkin

• 25%aflerl\vnyvani
• HYTv nfic r tluie yva is
• 755 after f<x ir ycats
• 1005-nfler ftve wan

• Nunna lie me (Heritage is 55 
■ Early tenement age » 50
• Poke/file members can retire j ( any age aflc r 20 

srjis of pole c/foe service
• All oilier inernlvcrs can (due al any age a fie i .10 yeais 

rtf membership service.

• Nuimal reluemcni age b (iO
• Early retirement at age 55
• Poke/tire members can iclic at jny age alter 20 

yeais tif poke/file scrvkc
• "MIoilier"members can retie at an> age aflci JO 

years of members tup service

• Normal re lac men! age is 60
• Early rctoemcnt Jtagc 55
• Poke/fire members can retire .it any age a Her 20 years of 

poke/Ore service
• '/Ml other" member? can ictirc at any age after 30 years of 

membership service

• IV iiiviunt Saving: l*iifA)>cc cm tcntncitc at any ago and Lilo 
vested account huliiKC wnJidxtii leave it inl»c |4tu tie rod nor to 
atxdieripLiljfiLd 1^111

• MtDcnl IlciK-nts: Mriforochf^l'le furknefts 4.
• fiSyoais of age and at bast lO ycarW .sc iv io r
• 25 wan* of s c i\xc px rfcts/Tn: fad itcis
• .V) w an of scrvxo all r <Jiei\

• 2% defined benefit fomiuLi fur fosl 10 jc j is  and all 
yeais ofxcrvicc prior (o July 1, 1986

• 2.25*3t fur ihe next 10 years; 2.5% per year thereafter 
(average ofIhe high tJucc consecutive yeais' salary).

• Poke/Tire • 2 % henefiis formula for first 10 years and 
2.5% for aU yran aflci 10

• 2 fr dc lined bene ft formula hir fn l 10 years
• 2.25% fur the not 10 years.and 2.591-per year 

ihcreaflct. IlenefilcaLulaum h detennmed on die 
ascugc «f die high tlirrr cuntccutiic years‘salary

• Pnk- Tire - 2% benefit form nil fur fist lOycars and 
2 55 nr all years after 10

• 2 5 defined benefit formula for fust 10 years
• 2.25%for die next 10 years, and 2.5%pci ycai thereafter 

(benefit cattulation is avcugc of drc high five consecutive 
years'salary)

• I'okc/Ere ♦ 2%r benefit formula for fast 10 years and 2.55 
for all years after 10 (bene hr CJ Lula (ton tv Oiitc consecutive 
years regardless of tier (cllcctive 2002)

• H.i5%ciiT*nofc(i<rilxrtix»hnUnt*las:

• 4 Z55 tncitfiiycc rvtwenone savujts ato«u<
• 1 755 to rt live 11 vdxa 1 (still
• 2005 lolLakJilkithusonunt Alc« d<

■ Hdical coverage n provided In .ill bene hi recipient! 
and (heir eligible tlcpc dents Die rclnee medial plan 
piCMinim h paitl by die rcliemcnl system.

M-dical coverage is pnmlcd tndisahibtanu. re pa idles s of 
jge and benefit recipients over age 60 or 

• |nikc/fiic me tube is unit 25 years of poke /fire service 
■ allolher me mbers ssdli JO years nfincmbcnlnp service 

and dice eligible dependents. Die rclicmciit system pays 
therctifcc medial pLin premium Hetitces and survivors 
underage M) must pay the fulJ premium cost if they want 
coverage.

M'dical same as Ter IL
* Except, employees must accrue a minimum of 10 years of 

credited sen Ice*, to have system-paid coverage at age 60
• Employees wnh less tli.ni 10 years must pay 'he full 

prerntumv as long as they wish to continue medial 
coverage

• lin+iyocs Mirvl n:tin:d«i*tily fnwudcsNMcniwiiUa ninintiiiof It) 
wars r .̂service lo l»e chgMc f ri.Ldcal pirn atxJ access tn lR \

• Lilly re tiroes pet ,iicecss,,to tvtinre iiL*dcjljil'rili< rtusi fuy hiD 
jiL’imuniu<J d«y A‘jd i ape of Mdx ate clip-* -<y

• ( Jticc ivaciiDip Mihratv age clii’ishty. rvticc piys mK’ a pwi« fir * 
n i KiJtly paii itunluscdt vt >v ji% i/ ic n ic

• HP M yeats = Keiive piys .W t/p v in u n
• 15-19 years = Kelive piys 25% ofpenauii
• 20-24 yean* = Kciivt: ptys 205 tiff iviivini
• 25-?)years = Ik ln r  ,uys 15% ofpcimtin
• V)* wars = Kciirc pivs MX* r>fperiinni

■ Ihe automata: PUPA IrgrLiicil in 1986 applied to iU 
nicmbcii rcgardfcss ofliiie date.

• COL\nf 1(1% of lute benefit is pjyablr to benefit 
rcciprnU who re nun d oin i it d  ci ALnl a fin 
relicinenl

• Automat* PKPA adjustments to disabled memberv. 
nlirecs 60 an.) over, ami those wins have received 
benefits for 5 ycaiv

• (  G IA o f Id'- of base benefit « payabk: in bene f< 
reco ins 65 or otter nr diva billy bene fit recipients 
regardless ofafc who temaai domicile J  n AtaiVa allei 
rcitieincni.

Automatic PKPA adjustments to disabled mem be is. ictnccs 
GO and over, and those utio have received benefits for 5 
ycats.

• (O IA  ft payable to bcncfi recrprcnis 65 or oiler of
drt ability benefit ire ipr nts irgardttss of age who remain 
domirrlcd rr Alasla after re toe tnenl Ihe j Urn*nee tv S5t)»»r 
10 * of the . ivc bcnefK. whihcvcr tv greater

N ic

, i B j: The Scnalc Finance Comunllcc
M Dale: A p r il iffl.21*15 I iiyc; y)



CSSB 141(FIN) -  Retirement Security Act Defined Contribution Plan
• / «*'

M v

FY 06 Normal Cost Comparisons -  TRS Tier II & PERS 
Tier III vs. Proposed DC Plan*

Medical normal cost 
[efined contribution rate 

HRA contribution rate

FY 06 Normal Cost Rates

TRS II PERS III DC Plan
7.23% 1.75%

12.43% 10.32% ~\Z50%
0.0% 0.0% 2 .00%

Gross normal cost rate 20.36% 17.55% 16.25%
Member contribution rate (8.65)% (6.81)% (8.00)%
Employer normal cost rate 12.71% 10.74% 8.25%

* See Appendix il lor FY06 Normal Cost Comparisons lor All Tiers and Appendix I lor FY07 Normal Cost Comparisons lor All Tiers

.V '  At

By: T h e  Senate I'in an c e  C o m m ittee  
I hue: A p r il IV"'. 2 0 0 5

I’.iye: f>0



CSSB 141(FIN) -  Retirement Security Act Defined Contribution Plan

Factors that drive the contribution rate discussion

• Investment Return Assumptions

• Cost/Benefit Balance for the Employer

• Total Acceptable Normal Cost

• Keeping Competitive in Northwest Region

By The Senate T'mantc Committee 
Date: April 10'", 2005



CSSB 14I(FIN) -  Retirement Security Act

Medical Benefits for New 
Employees

By. Tlii? Senate l:manec C'oinniillce 
Dale: April |0"‘. 2005

I’.iye: 02



jj} CSSB 141 (FIN) -  Retirement Security Act Medical Benefits for New
Employees

What are the medical benefits?

• Access to the retiree major medical plan and the health 
reimbursement arrangement (HRA)

• "Access”to the major medical plan means a person 
may not be denied coverage except for failure to pay 
the required premium

• Participation in the retiree major medical insurance plan 
is not required to participate in HRA

• Member must make irrevocable decision of coverage by 
age 70 1/2 or termination of employment, whichever is
later



CSSB 141(FIN) -  Retirement Security Act Medical Benefits for New
Employees

Who is eligible for retiree medical benefits?

• A member is eligible for medical benefits after they 
meet the requisite age and/or service requirements:

• Age 65 with 10 years of service; or

• 25 years of service for peace officers/firefighters;

• 30 years of service for all others

• Coverage includes the member, member’s spouse, and 
member’s dependent children

• Coverage includes the surviving spouse and children of 
the eligible member who are dependent on the surviving 
spouse

U\ Hit SL'ti.ik' I in.incr I'diMiinlli'L'



CSSB 141(FIN) -  Retirement Security Act Medical Benefits for New
Employees

What are the medical contributions?

Health Trust Fund

• Employer pays 1.75% of employee compensation
• Tier Committee initiative projected employer medical 

normal costs at 3.75% for TRS and 3.50% for PERS

• Eliminating employee subsidy between ages 60 and 65 
reduces these rates to 1.50% for TRS and 1.40% for PERS

Health Reimbursement Arrangement- — — - - —  -----------

• Employer pays 2.00% of average employer group 
compensation into an employee’s HRA

Hy Tin- Scflatc I manic ( mnmittcc 
D . i l r  A p ril I V .  :«>.S



CSSB 141 (FIN) -  Retirement Security Act Medical Benefits for New
Employees

Major medical plan premiums
• “Early retirees” are members and surviving spouses who 

meet the service requirements for eligibility but are not 
eligible for Medicare

> Pays one of the full monthly group premiums for coverage 
(retiree only, retiree+spn i,ce, retiree+family, retiree+children)

• Medicare eligible (currently age 65) members and 
surviving spouses pay a portion based on the member’s
years of service >30% for 10-14 years 

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

lly: 'I la* Senate l in.imc Coininillcc 
Dale. April !«>"•. 2(KW



[ CSSB 141(FIN) -  Retirement Security Act______________
Employees

Rationale for cost sharing only after Medicare
• 75% of the costs associated with the current 

AlaskaCare plan occur between the time a 
member retirees and the date they become 
Medicare eligible

• Alaska has an early retirement age compared 
to most states

• 25 states have a normal retirement age of 65, 
including

> Arizona, Idaho, Nevada, and Washington

•*>
lly; The Senate 

' J D a t e :  April IV*. 2(KH
I'apc; (i7



CSSB 141(FIN) -  Retirement Security Act_____________ Medical Benefits for New
Employees

Medical Cost Comparisons

• Every 1% of base payroll = $21.6 million

Medical Normal Cost Rates

Employer
Group

Total FY 06 
Estimated Base 

Payroll Current DB Plans
Tier Redesign 

Initiative
SB 141

PERS $1,587,594,875 8.68% 3.50% 1.40%

TRS $573,410,095 9.07% 3.75% 1.50%

PERS Medical Cost in $137,803,235 155,565,821 $22,226,328

TRS
Dollars $52,008,296 $21,502,879 $8,601,151

Total Annual Medical $189,811,531 $77,068,699 $30,827,480

Total Payroll $2,161,004,970 Savings $112,742,832 $158,984,051

IJy: 'flic Sciiiilc l:in;mcc CoimmhIIcl'



CSSB 141(FIN) -  Retirement Security Act Medical £ anefi for New
Employees

Example: Medical premium costs
• FY 2004 Medicare projected claim cost: $2,667

• Employer contribution % based on length of service of the 
member

Mem ber's  
Years of 
Service

Annual Employee 
Contribution

Annual Em ployer 
Contribution

10-14 30% $800 $1,867 70%

15-19 25% $667 $2,000 75%
20-24 20% $533 $2,134 80%

25-29 15% $400 $2,267 85%

30+ 10% $267 $2,400 90%

By: The Senate Finance O  
D ale : A p r il I O'". 2<H>S

^ -W ’
•iiitiiiiioe

I'a g r :  W



CSSB 141 (FIN) -  Retirement Security Act

X

Health Reimbursement 
Arrangement (HRA)

'-I,
• • • fp  »

i i j ' i  llv : T h e  Senate F in a ik c  C o n im iite c
V -5. V  Dale: Ann! I ' J ' i 2(105•. v-ai Dale: Ann! I 'J '\  2(105

' I 'age* 70



What is a Health Reimbursement Arrangement?

■ Reimburses employees for qualified medical expenses 
during retirement years

■ Intended as a supplement for medical expenses or a 
bridge between “early” retirement and Medicare

■ Employer paid group (or pooled) fund

■ Funds accumulate over working lifetime of employee

■ Tax-free earnings and tax-free withdrawals

* Employer-determined flexible plan design ( 
covered expenses, termination provisions)

141QFIN) -  Retirement Security Act________________________ HRA Overview

**• T*t-
) liy : T h e  Sem ite l-'in.iricc C u  

D .itc: A p t11 I0 '\2 < H )S
(iin im lle c

I ’ .i>!0: 7 1



, CSSB 141 (FIN) -  Retirement Security Act HRA Overview

SB 141 HRA Plan Design

• Employer contributes 2% of the average employer group 
compensation

• Annual payment on behalf of each active employee into 
group fund

• Contributions recorded to individual account balances 
(also tracked by employer)

• Fund managed by Alaska Retirement Management 
Board (ARMB)

• Interest credited annually to individual accounts, rate 
determined by ARMB



CSSB 141(FIN) -  Retirement Security Acl HRA Overview

SB 141 HRA Plan Design

• Total Reimbursements limited to member’s individual 
account balance until exhausted

• Terminated employees forfeit rights to HRA unless

• The person returns to work for an employer in the system within 5 
years

• Account balance restored as of date of termination (accrues no 
additional interest)

• Employer may use forfeited funds as credits towards 
future HRA contributions

( j * i n I J y ;  T h e  S c ik iic  I- im . i i k t  C u n m iiiic c  
t ) , l r  A p r il | V \  200S

l ’ y> :e ; 7 3



CSSB 141(FIN) -  Retirement Security Act HRA Overview

) is eligible to draw HRA reimbursements?

A member is eligible after they meet the requisite age 
and/or service requirements:

• Age 65 with 10 years of service; or

• 25 years of service for peace officers/firefighters;

• 30 years of service for all others

Surviving spouse of an eligible member

Dependent children of an eligible member if both the 
member and surviving spouse have died

Hy ‘I'ln Scujli’ I*iii:iiil'c ( ‘otniniUOL' 
Dale: April 19"'. 2CXW



CSSB 141 (FIN) -  Retirement Security Act HRA Overview

What costs are eligible for reimbursement?

• Premiums for a major medical plan (participation in State’s 
retiree medical plan is not required)

• Qualified medical expenses under 26 U.S.C 213(d)

• An eligible member

• Member’s spouse and

• Dependent children

U y: T l w h n a t e  PmariwC t n iim iii i f t *  
D u ll'. A p r il IV " . 700S-'rrvv'-



CSSB 141(FIN) -  Retirement Security Act HRA Overview

% ...1

Projected HRA account balance
• HRA is a retention tool as it clearly favors longevity

In te res t: 8 .2 5 % Projected HRA Account Balances

Fiscal
Year

Years of 
Service 1% no cap

SB  141
1.5% no cap 2.0% no cap 2.5% no cap 3.5% no cap

2016 10 $6,611 $9,917 $13,223 $16,528 $23,140
2021 15 $13,535 $20,303 $27,071 $33,838 $47,374
2026 20 $24,631 $36,946 $49,261 $61,577 $86,207
2031 25 $42,100 $63,150 $84,200 $105,250 $147,350
2036 30 $69,256 $103,884 $138,513 $173,141 $242,397

In te res t: 6 .0 0 % Projected HRA Account Balances

Fiscal
Year

Years of 
Service 1%  no cap 1.5% no cap :

SB  141
2.0% no cap 2.5% no cap 3.5% no cap

2016 10 $5,928 $8,893 $11,857 $14,821 $20,749
2021 15 $11,446 $17,169 $22,893 $28,616 $40 062
2026 20 $19,592 $29,387 $39,183 $48,979 $68,571
2031 25 $31,418 $47,127 $62,835 $78,544 $109,962
2036 30 $48,370 $72,555 $96,741 $120,926 $169,296

Other assumptions: FY 2006, boqinning salary $35,000
Salary inflation 5,5% first 5 years; 4% thereafter
Projected Anchorage CPI (1.8017% to 4.8859%)

H y : T h e  .S e n a te  F m a n e c  C o m m i l l c e
D a t e  A p i i l  I 9 ’\  2 0 0 5



CSSB 141(FIN) -  Retirement Security Act HRA Overview

Spend down scenarios
• Example: Age 65, 20 yrs service, 2% contribution

• HRA Contributions:
1 .V . V •.  * t . 11 j

2 .0 % , no cap '’

B eginning  

balance from   ̂

table on Slide 7

Age
Years

Retired

Beginning
Annual
Balance

Annual
Health

Premium
Annual

Deductibles

Annual
Interest
Credited

Year End 
Balance

65 0 $ 49,261 $ 4,029 $ 500 $ 1,789 $ 46,522
66 1 $ 46,522 $ 4,230 $ 500 $ 1,672 $ 43,463
67 2 $ 43,463 $ 4,442 $ 500 $ 1,541 $ 40,062
68 3 $ 40,062 $ 4,664 $ 500 $ 1,396 $ 36,294
69 4 $ 36,294 $ 4,897 $ 500 $ 1,236 $ 32,132
70 5 $ 32,132 $ 5,142 $ 500 $ 1,060 $ 27,550
71 6 $ 27,550 $ 5,399 $ 500 $ 866 $ 22,517
72 7 $ 22,517 $ 5,669 $ 500 $ 654 $ 17,001
73 8 $ 17,001 $ 5,953 $ 500 $ 422 $ 10,971
74 9 $ 10,971 $ 6,250 S 500 $ 169 $ 4,389
75 10 $ 4,389 $ 6,563 $ 500 $ (107) $ (2.780)

\ /
* Life expectancy:

Malcs=16.3 yrs

Females = 17.9 yrs
/ \

Uy: Tht’ Senate I in .iiicc ( 'immnitcc
Dale: April IV", 200.S

Hsliiiice: National Vital .Slatistices Reports. Vnl.51, No. 3. December |d.2(H)2. p. 2'). The tables used are lot al 
races based on yeai 2000 data,

’aye: 77
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Option for Existing 
Employees to Convert to 
New DC Plan

lly: 'HicScnulc l ;in;uiccCoimniltcc
Dale: April I 'J"', 2005



CSSB 141 (FIN) -  Retirement Security Act Conversion Option for
Existing Employees

Eligibility for members to convert from the 
DB plan to the DC plan

• An employer must first choose to allow their DB plan 
employees to transfer into the DC plan.

• Only unvested members of the DB plan will be eligible 
to transfer into the DC Plan

> PERS members with less than 10 years of service
> TRS members with less than 8 years of service

• Participation in the defined contribution retirement plan 
is in lieu of participation in the defined benefits plan.

• There is no option to return to the DB plan if you opt 
into the DC plan.

The Senate I:iiianee Coimuillec 
April I')"'. 2005



CSSB 141(FIN) -  Retirement Security Act Conversion Option for
Existing Employees

Mechanics of Conversion

• Present value of the member contribution account 
balance held in DB trust will be transferred to a new 
account.

• A 100% matching employer contribution will be made 
on behalf of the employee to the new account; however, 
this must be new money.

• Service credit earned under the DB plan will be credited 
for purposes of vesting in medical benefits.

y . i i i l  i i l ia

;itc: April I9"\ 2005
T h e  Sem ite F inance  C n m in illc c

Page: SO



CSSB 141 (FIN) -  Retirement Security Act Conversion Option
Existing Employees

Potential Cost to Employers
Service I
Years

f  ~ ! !
P E R S • Tier 1 Tier 2 Tier 3 Total System

I
<5 $ 9,910,842 I 18,931,859 101,423,157 130,265,858
5 to < 10 55,804,740 | 128,224,601 96,023,581 280,052,923
10 to < 15 79,577,922 ' 216,672,102: 99,905 296,349,928
15 to < 20 166,029,809 119,618,440 0 285,648,249
20 to < 25 246,455,352 1,033,437 0 247,488,789
25 and > 141,721,266 123,906 0 141,845,172
Totals $ 699,499,912 484,604,344 197,546,643 1,381,650,918

TRS Tier 1 Tier 2

i
iI

<8 $ 9,622,483 92,841,386 102,463,869
8 to < 10 11,597,202 41,796,620 53,393,822'
10 to < 15 35,530,960 106,276,667 141,807,626.
15 to <20 136,923,592 6,547,816 143,471,408
20 and > 221,422,095 0 221,422,095
Totals $: 415,096,333

I
247,462,488

:
662,558,8211

I

Grand Total By Tier $

I

1,114,596,264 732,066,832 197,546,643 2,044,209,739

0
Limit Conversion Option to: 290,288,124

B y :  T h e  S e n a t e  F in a n c e  C o m m i t t e e
D a t e :  A p r i l  19 " ' .  2 0 0 5
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CSSB 141 (FIN) -  Retirement Security Act Conversion Option for
Existing Employees

Example of retirement lifetime benefits under DB plan

• PERS “Other” member, Tier III
• Beginning salary $35,000
• Member Contribution rate = 6.75%
• Semi-annual interest = 4.25%

• Works 30 years
• Normal Retirement at age 60
• Male Life Expectancy = 19.9 years

30 Years of Member Contributions and Interest $ 209,269 13.38%

Average Highest Consecutive 5 years $ 
Benefit Formula = (2% x 10 yrs) + (2.25% x 10 yrs) + (2.5% x 10 yrs)

68,750

67.5%

Annual Benefit $ 46,406.25
Annual Benefit x Life Expectancy = $ 

Lifetime Medical Premiums $
923,484
315,949

Total Employer Benefits Payments S 1,563,859 86.62%

Corrected April 8, 2005
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Refunded Accounts

U y :  T h e  S e n a t e  F in a n c e  C o m m i t t e e



CSSB 141(FIN) -  Retirement Security Act Containing Liability in Our

*v>

Refunded Accounts By System
PERS Tier 1 

>5 
3-5 
<3 

Tier 2 
Tier 3

5,251
5,292

31,179
14,999
7,667

Total 64,388

TRS Tier 1
>8 388
6-8 369
<6 10,008

Tier 2 2,534
Total 13,299

PERS/TRS Total 77,687

Current System

All these members refunded their 
contributions when they left state 
service.

However, they can come back, set up 
their indebtedness, pay off the 
indebtedness, serve until vested and 
then get a benefit from the system.

5,639 members are already vested.

They can be rehired, pay their indebtness, 
leave immediately and have 100% system 
paid medical it retirement.

Refunded Accounts Represent a Looming Liability for the System

T h e  S e n a t e  F in a n c e  C n in m i l l c c



CSSB 141 (FIN) -  Retirement Security Act Containing LJaMjtv in Our

A ge D istribution of PER S & TRS R efunded A ccounts
Current System

r & i j t  U y :  T h e  S e n a t e  F in a n c e  C o m m i t t e e
Dm: A P r i l  l 9 ' " '  2 0 0 5



CSSB 141(FIN) -  Retirement Security Act Containing Liability in Our
Current System

•AS 14.25.062 and AS 39.35.350

• Repeals the provision for letting people repay there 
indebtedness to the state -  effective June 30, 2010

• This provides for a 5 year window for members to 
reinstate their accounts and begin paying the 
indebtedness

l!y: The Senate l;in;ince Committee 
D.itc: April 19"'. 2005

<i **
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Current System

Post Pension Retirement 
Adjustments (PRPA)

U y :  T h e  S e n a t e  F in a n c e  C o m m i t t e e
D a t e :  A p r i l  1 9 " '.  2 0 0 5

P a p e :  S 7



CSSB 141(FIN) -  Retirement Security Act______________ Containing Liability in Our
Current System

! Current Retirement Pensior Adjustments

1. COLA -  The greater of 10% or $50 increase in base benefit amount 
paid to retirees 65 years of age or older living in Alaska

2. Post Pension Retirement Adjustment (PRPA) AS14.25.143 & 
AS39.45.475

> Automatic -  annual increase given to eligible retirees based 
a percentage of the year to year change in Anchorage CPI - 
50% pre-65, 75% post-65

> Discretionary (“Ad Hoc”) - All Tier 1 retirees are eligible.
Awarded "when the administrator determines that cost 
of living has increased and that the financial condition of the 
retirement fund permits’'

Established in 1966 -  repealed on 7/1/86 PERS and 7/1/90 
TRS -  but still applicable to T ier 1 members

B y :  T h e  S e n a l e  F in a n c e  C o m m i t t e e
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Current System

WSBOimm m m m sssm m issm m iM m
<7rrp7V‘Issued *; ? • >KE l ig ib i l i t y ;H e q u ir e m e n ts *S S ? V-3$̂ - Oalculatlori - ^  ^  ‘f

Ad Hoc July 1st of every year. 
Members must meet eligibility 
requirements as of July 1st.

Must be a Tier I P E R S  or TRS 
member. (Appx 24,500)
Must be a change in the 
Consumer Price Index (CPI) 
from date of retirement to date 
of PRPA  issuance.

3 Step calculation:
1) Determine the %  difference in the current C P I%  
less the C P I%  at retirement. Multiply the base 
benefit by this percentage.
2) Determine the 4%  compounded rate for each 
month the member has been on retirement. 
Multiply the base benefit times this percentage. 
Subtract any prior PRPAs received.
3) The Ad Hoc amount granted is the lesser of the 
results of steps 1 and 2.

Automatic July 1st of every year. 
Members must meet eligibility 
requirements as of July 1st.

1) Must be age 60, or
2) have been receiving 
"Virement benefits for 5 yrs

' RS), 8 yrs (TRS), or 
5; je  receiving disability 
benefits.

If member meets minimum age or service 
eligibility, receives 50% of the %  change in CPI 
applied to the base oenefit plus any prior PRPAs 
granted. Disability recipients and members who 
are age 65 receive 75% of the %  of change in 
CPI.

AdHoc PR PA ’s Have a Huge Effect on Future Liabilities

Hy: The Semite l;in;inee Coiiiiiiillee  
Diilc: April 19’", 2005
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Ad hoc and Automatic PR PA  Example

Current System

Tier I Retiree 
Retired 1/1/97 
Age 50

Base
Age Benefit

Ad Hoc 
PRPA 
Amt

Auto PRPA PRPAType 
Amount Paid

Change in 
CPI

Ad Hoc 
PRPA %  
Granted*

Auto 
PRPA %  
Granted PRPA Date

3.163% 3.000% 1.581% 7/1/1997 50 S 2,248.86 NE NE Ad hoc
1.045% 4.000% 0.522% 7/1/1998 51 S 2,248.86 S 15.60 NE Ad hoc
1.103% 4.000% 0.551% 7/1/1999 52 S 2,248.86 S 25.00 NE Ad hoc
0.954% 4.000% 0.477% 7/1/2000 53 S 2,248.86 $ 21.86 NE Ad hoc
2.837% 4.000% 1.418% 7/1/2001 54 S 2,248.86 S 65.58 NE Ad hoc
3.022% 3.000% 1.511% 7/1/2002 55 S 2,248 86 s 71.82 S 37.00 Ad hoc
1.849% None 0.924% 7/1/2003 56 S 2,248.86 s - s 22.63 Auto
3.193% None 1.596% 7/1/2004 57 S 2,248.86 s - s 39.08 Auto

Total PR PA Granted: $261.57

Tier II Retiree 
Retired 1/1/97 
Age 55

Age Base Benefit
Auto 

PRPA Amt
PRPA %  
Granted

55 S 2,248.86 NE NE
56 $ 2,248.86 NE NE
57 $ 2,248.86 NE NE
58 S 2,248.86 NE NE
59 S 2,248.86 NE NE
60 S 2,248.86 $ 37.00 1.645%
61 5 2,248.86 $ 22.63 1.006%
62 S 2,248.86 S 39.08 1.738%

Total PRPA Granted $ 98.71 $98.71

‘Note: The 4% is the maximum any member can receive. No ad hoc PRPA granted can cause the total accrued PRPAs to exceed the total change in 
CPI Irom the member's retirement date to the date the PRPA was granted.

NE = Non Eligiable

• i* » f
V lly : T h e  Senate F inance ( ’o in in ille e  

D ale : A p ii l  19"'. 2 0 0 5 I ’ a g e :  9 0
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Current System

PRPA Awarding History

PRPA
Date

Monthly Benefit Increase 

PERS TRS Total
Total 12 Month 
Cash Increase

Resulting 
Actuarial Loss

1995 Paid in '97 Paid in '97 NA n  am m m m
1996 Paid in '97 Paid in '97 NA
1997 $ 2,289,639 $ 2,877,374 $ 5,167,013 m
1998 $ 171,502 $ 149,500 $ 321,002 $ 3,852,024 $ 57,158,000
1999 $ 163,715 $ 147,366 $ 311,081 $ 3,732,972 $ 11,765,000
2000 $ 158,034 $ 133,226 $ 291,260 $ 3,495,120 $ 17,905,000
2001 $ 508,787 $ 445,192 $ 953,979 $ 1 1 ,447,748 $ 17,123,000
2002 $ 585,443 S 502,968 S 1,088,411 $ 13,060,932 $ 39,561,000

AdHoc PRPA's Have a Huge Effect 011 Future Liabilities

B y ;  T h e  S e n a t e  I 'm a n i c  (  o i i i i i n l l c e
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Current System

:'CSSB 141 (FIN) Solution

• Define what is meant in statues by “the 
financial condition of the retirement fund” 
permitting (a s  14.25.143 and a s  39.35.475)

•SB 141 defines the healthy financial condition 
of the fund to be a minimum funding ratio of 
110%

l l y :  l l i c  .S e n a te  i m a m c  (  o i m i n i u e



r < ? F '©
CSSB 141(FIN) -  Retirement Security Act

X

Appendix

u'>
•V-V̂-T-v:; Hy: The Senate Finance 

/r‘ Date: April I V\ 2005
ronimiuee

-/Atf ■
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Funding Ratios
(A c tu a r ia l A s s e t V a lu e /T o ta l A c c ru e d  B e n e fits )

Y e a r

T R S
F und ing

R atio

PER S
Fund ing

R atio Y e a r

T R S
F und ing

R atio

P E R S
F und ing

R atio

1975 61.0% 61.0% '90 87.7% 97.2%
’76 55.0% 64.0% ’91 85.7% 88 . 1%;
11 63.0% 66 .0% '92 89.7% 91.2%;
'78 67.0% 69.0% '93 93.1% 95.4%
19 72.0% 68 .0 % •94 89.6% 94.8%
*80 67.0% 71.0% ’95 90.9% 96.5%;
’81 79.0% 82.0% ’96 97.2% 105.8%;
'82 77.0% 79.0% •97 94.0% 106.3%.

'83 80.0% 85.0% ’98 97.7% 105.9%;

'84 84.0% 88 .0 % •99 102.5% 105.5%;

'85 82.0% 94.0% 2000 99.6%; 101 . 1%;
'86 93.0% 102.0 % '01 95.0%. 100.9%

’87 101.0 % 100.0 % ’02 68 .2% 75.2%;
'88 98.8% 93.0% ’03 64.3%; 72.8%
'89 95.0% 91.6% ’04 62.5% 71.1%

•■/A'
l iy  T h e  Senate F inance Q u m n ilte e  
D ate A p r il I 1)" 1, 2 0 0 5TTTi*’- I ’.ijte: <M
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Summary of Accrued Assets and Liabilities - P liR S
Funding Ratio

Accrued Valuation Surplus Market Value Surplus Actuarial Market
Liability Assets Actuarial Asstes Market Value of Value of

Valuation Date (000's) (000's) (000's) (000's) (000's) Assets Assets
June 30, 2004 11,443,916 8,030,414 (3,413,502) 8,177,306 (3,266,610) 70.2% 71.5%
June 30, 2003 10.561,653 7,687,281 (2.874.372) 7,391.455 (3,170,198) 72.8% 70.0%
June 30, 2002 9,859,591 7,412,833 (2,446,758) 7,412,833 (2,446,758) 75.2% 75.2%
June 30, 2001 7,S68,574 7,941,756 73,182 8,088,382 219,808 100.9% 102.8%
June 30, 2000 7.376,912 7,454,758 77,846 8.756.580 1.379,668 101.1% 118.7%
lunc 30, 1999 6,648,673 7,016,340 367.667 8,105,35 S 1,456,685 105.5% 121.9%
June 30, 1998 6,203,991 6,571,562 367.571 7,438,398 1.234,407 105.9% 119.9%
Jui : 30, 1997 5,534,116 5,885,4SS 351,372 6,566,155 1,032,039 106.3 J 118.6%.
June 30,1996 4.979.958 5.271.253 291,295 5,567,721 587.763 105.8% 111.8%.
June 30,1995 4,971,172 4,794,754 (176,418) 4,876.808 (94,364) 96.5% 98.1%.
June 30. 1994 4,620.182 4.379,305 (240.S77) 4.177.013 (443,169) 94.8% 90.4%.

Summary of Accrued Assets and Liabilities - TKS
Funding Ratio

Accrued Valuation Surplus Market Value Surplus Actuarial Market
Liability Assets Actuarial Assies Market Value of Value of

Valuation Date (000’s) (000's) (000's) (000's) (000's) Assets Assets

June 30.2004 6,123,600 3.845,370 (2.278.230) 3,911.515 (2.212,085) 62.8%' 63.9%
June 30. 2003 5,835,609 3.752,285 (2.083,324) 3,602.619 (2,232,990) 64.3%i 61.7%
June 30,2002 5.411,642 3.689,036 (1.722,606) 3.689,036 (1,722,606) 68.2%' 68.2%'
June 30,2001 4,603,147 4.372.229 (230.918) 4,086.848 (516,299) 95.0%. 8 S. 8%.
June 30, 2000 4.198,868 4,184.015 ( I4.S53) 4,484,902 286,03*1 99.6%) 106.8%
June 30.1999 3,720,954 3,815,633 94.679 4,204.019 483.065 102.5%. 113.0%
June 30. 1098 3.528.757 3.446,070 (82,687) 3,915.235 386,478 97.7%- 11 1.0%
June 30. 1997 3.320.069 3,120.044 (200.025) 3,492,071 172,002 94.0%. 105.2%
June 30. 1996 2.940,437 2.858,756 (81,681) 3.030.6*14 90.207 97.2% 103.1%'
June 30, 1995 2,913,467 2.647.392 (266,075) 2,688.451 (225,016) 90.9% 92.3%
June 30. 1994 2.761,409 2.472.957 (288,452) 2.351.719 (409,690) 89.6% 85.2%

B y T h e  Sem ite  I in u n tc  ( 'i iu im ii ie e  
D .itc : A n i i l  I ')" ', 2 0 0 5



-  Retirement Security Act Appendix C
State of Alaska P E R S  & T R S  Combined

Mercer Financial Projections 199-1 - 2004
(000 s)

CSSB 141 (FIN)

Asset Projections Growth Rates
Year of Valuation Projection 

Year to 200'
1994 to 

Valuation Yr

Year of I 
Projection 1999

2000

2001

2002

2003
2004

L ia b ilit ie s  W e re  P ro je c te d  
to  G ro w  6 .1 2 %

Growth Rates
Year of Valuaiion 1994 to 

Valuation Yr

Year ol 
Projection

L ia b ilit ie s  H a v e  
A c tu a lly  G ro w n  9 .06 '

A ctu a l A n n u a l V a lu lin n s
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PERS Analysis of Valuation

Cumulative Change in Average Employer Contribution Rate
1998 through 2004

P E R S  Employer Rate increased cumulatively by 20.83% over 6 years - from 7.36% in 1998 to 28.19% in 2004
What factors contributed to that increase?

141(FIN) -  Retirement Security Act__________________________Appendix D

%  of Cumulative 19̂ 8 to 2004 Rate Increase Attributed to Each Factor PERS
Weighted Absolute Payroll

Type of Gain or Loss Impact Years Absolute Change Impact
Change 1998-2004 (000's)

Assumption Changes ’98, 2000, '02, '04 (34.79%) 12.18% $ (82,643)
Investment Experience All (10.88%) 3.81% $ (25,851)
Health Experience 2002 (10.51%) 3.68% $ (24,969)
Demographic Experience Ail (9.83%) 3.44% $ (23,341)
Asset Valuation Method 2000, 2002 (4.11%/) 1.44% $ (9,771)
Contri Shortfall Due to 2 Year Calculated Rate 2003, 2004 (5.68%) 1.99% $ (13,502)
102% Funding Ratio Adjustments 1998,2001,2003 (1.89%) 0.66% $ (4,478)
Ad hoc PR I'A 1998 thru 2002 (1.46%) 0.51% $ (3,460)
System Benefit Changes 2001,2002 (0.60%) 0.21%/ $ (L425)
Salary Experience All but 2000 5.80% 2.03% $ 13,774
Past Service Amortization Change 2002 14.45% 5.06% $ 34,333

100.00% 35.01% $ 237,548

Ily : n f  Sem ite Finance. O o n in iiiic e
Date: A n i i l  19"', 2 0 0 a
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PERS Analysis of Valuation
Cumulative Change in Average Employer Contribution Rate

1998 to 2004

Type of Gain or Loss (as of June 30)

Weighted
Absolute
Change

Absolute
Change Total 2004 2003 2002 2001 2000 1999 1998

lleallli Experience 10.51% 3.68% 3.68% 0,00%. 0.00%. 3.68% 0.00 % 0.00%, 0.00% 0.00%
Salary Experience 5.80% 2.03% (2.03%) 0.08%» (0.19%,) (0.20%.) (1,03%) 0.00%, (0.23%) (0.46%,)
Invcslniem Experience 10.88% 3.81% 3.81% 0.02%. 0.31%. 7,24%, 0.11% (0.12%>) (0.49%) (3.26%)
Demographic Experience 9.83% 3.44% 3.44% 0.54%. 0.40%, 1.21%, 0.77% (0.81%) 0.21% 1.12%

Nel Gains &  Loss Due to Experience 8.90% 0.64%. 0.52% 11.93% (0.15%) (0.93%,) (0.51%) (2.60%)

Asset Valuation Method 4.11% 1.44% 1.44%) 0.00%. 0.00%, 4.11% 0.00%. (2.67%) 0.00%, 0.00%,
102% Funding Ratio Adjustments 1.89% 0.66% 0.66% 0.00% (0.90%) 0.00%, 0.57%, 0.00%, 0.00%, 0.99%,
Past Service Amortization Change 14.45% 5.06%. (5.06%) 0,00%. 0.00% (5.06%) 0.00%, 0.00% 0.00%, 0.00%,
Contribution Shortfall compared to a 'cragc
Employer Calculated rate 5.68% 1.99% 1.99% 0,89%. 1.10%
Assumption Changes 34.79% 12.18% 12.18% 1.03% 0.00%. 6.98%. 0.00%' 3.09%, 0.00%, 1.08%
System Benefit Changes 0.< 7c 0.21% 0.21% 0,00%. ().<H)% 0.04%, 0.17% 0.00%, 0.00%, 0.00%,
Ail hoc BREA 1.40% 0.51%- 0.51% 0.00%. 0.00% 0.14% 0.06%- 0.07%, 0.04%, 0.20%

Total Non-Recurring Changes 100.00% 35.01% 11.93% 1.92%. 0.20% 6.21%. 0.80% 0.49%, 0.04%, 2.27%,

Composite (Gain) or Loss During Year 2.56%. 0.72% 18.14% 0.65% (0.44%) (0.47',') (0.33%)

Beginning Average Employer Coutiihution Rate 25.63%. 24.91%, 6.77% 6.12% 6.56%, 7.03% 7.36%

Ending Average Employer Contribution Rate 28.19% 25.63% 24.91%, 6.77% 6.12%. 6.56% 7.03%,

Annual Payroll ((XX)'s) 1472987 1460783 I4026S6 1360401 1321480 1283549 1235439
Annual Cnulrihuiiou 377527 363881 94962 83257 86689 90233 90928
Yr to Yr Change 13646 268919 11705 -3433 -3544 -695

v.

CSSB 141 (FIN) -  Retirement Security Act

Hy: The Semite I m k h i c c  Cimimiiice 
'"BL j / d  D.itc- April I')"1. 2005

=7T?' P a g e :  OS
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Factors Contributing to 28.78% TRS Employer Rate Increase*
20% I (°° of Cumulative 1998 to 2004 Rate Increase Attributed to Each Factor)

Appendix E
(V

16.54%

15%

10%

5%

0%

(5%)

(IOC!)

(15%)

( 20% )

(25%)

(50%)

(35%)

4.79%.
2.46%.

■

1

■ (12.91%)

|  1  ■
(7.01%) (6.36CJ.)

(0.31%)

(2.44%)

(14.21% ) A c tu a r ia l L o s s  {Increased Employer Rale) 

A c tu a r ia l G a in  {Decreased Employer Rale)

(28.16%)

A ssum ption  D em ographic  Investm ent Health C R S  S y s te m  Coritri Shortfa ll A d  ho c  PRPA S y s te m  B enefit A s s e t V a luation  S a lary
C h an g es E xp e rie n c e  E xp erien ce  E xp erien ce  Im plem entation Q j e t o 2 Y e a r  C h an g es  M ethod E xp erien ce

C alculated R ate
* TRS Employer Rato increased from 13.0% in 1998 to 41 .78%  in 2004

f t is t  S e rv ic e  
A m ortization  

O ia n g o

40$?%
- - ’ "'so) lly: llie Senate Finance Committee

Date: April 19"'. 2005
I ’afic: 99
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X  m
TRS Analysis of Valuation

Cumulative Change in Average Employer Contribution Rate
1998 through 2004

T R S  Employer Rate increased cumulatively by 28.78% over 6 years - from 13.0% in 1998 to 41.78% in 2004
What factors contributed to that increase?

%  of Cumulative 1998 to 2004 Rate Increase Attributed to Each Factor TRS

Type of Gain t . ‘ oss Impact Years
Weighted
Absolute
Change

Absolute
Change

1998-2004

Payroll
Impact
(000's)

Assumption Changes 2000, 2002, 2004 (28.16%) 15.46% $ (14,922)
Demographic Experience All (14.21%) 7.80%, $ (7,528)
Investment Experience All (12.91%) 7.09% S (6.843)
Health Experience 2002 (7.01%) 3.85% $ (3,716)
CRS System Implementation 2001 (6.36%) 3.49% $ (3,368)
Contri Shortfall Due lo 2 Year Calculated Rate -.003, 2004 (4.81%) 2.64%̂ $ (2,548)
Ad hoc PRPA 1098 thru 2002 (2.44%) 1.34% $ (1,293)
System Benefit Changes 2001 (0.3 ISO 0.17%- $ (164)
Asset Valuation Method 2000, 2002 2.46% 1.35%- $ 1,303
Salary Experience All but 2002 4.79%, 2.63% $ 2,538
Past Service Amortization Chanue 2002 16.34% 9.08% s 8,764

100.00% 54.90%. $ 52,988

Ily : T h e  Scuttle I ' i ik iiic c  C 'o in inu icc  
l>3le: A p r il I O'". J 0 0 5 l\urc: 10(1
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TRS Analysis of Valuation
Cumulative Change in Average Employer Contribution Rate

1998 to 2004

j CSSB 141(FIN) -  Retirement Security Act__________________________ Appendix E

Type of Gain or Loss (as of June 30)

Weighted
Absolute
Change

Absolute
Change Total 2004 2003 2002 2001 2000 1999 1998

Health Experience 7.01% 3,S5%. 3.85% 0.00%. 0.00%) 3.85% 0.00% 0.00% 0.00%, 0.00%.
Salary Experience 4.79% 2.63% (2.63%.) 0.54%- 0.10% (0.11%) (1.68%.) 0.00%' (0.64%) (0.84%)
Investment Experience 12.91% 7.09% 7.09%. 0.06%' 0.43% 15.07%. 1.35% (3.35%.) (3.73%) (2.70%)
Demographic Experience 14.21 % 7.80%> 7.80% (0.85%) 1.35% 4.21%. 2.66%- (0.91%) o.so%. 0.54%

Net Gains &  Loss Due to Experience 16.11% (0.25%) 1.88%. 22.98%. 2.33% (4.26%) (3.57%-) (3.00%>)

Asset Valuation Method 2.4fi% 1.35% (1.35%) 0.00% 0.00%. 0.03%. 0.00%; (1.38%/) 0.00%' 0.00%.
CRS System Implementation 6.36% 3.49%; 3.49%/ 0,00%. 0.00%'. 0.00%. 3.49%. 0.00% 0.00%' 0.00%
Past Service Amortization Change 16.54% 9.08%; (9.080) 0.00 %• 0.00% (9.08%) 0.00% 0.00% 0.00%. 0.00%
Contribution Shortfall compared to average
Employer Calculated rale 4.81% 2.64%. 2.64% 1.24% 1.40%
Assumption Changes 28.16%/ 15.46% 15.46% 1.94% 0.00%. 6.S4% 0,00%. 6.68%. 0.00% 0.00%
System Benefit Changes 0.31%' 0.17%' 0.17% 0.00% 0.00% 0.00% 0.17% 0.00% 0.00% 0.00%
Ad hoc PRPA 2.44% 1.34% 1.34% 0.00% 0.00% 0.36%; 0.16% 0.16% 0.11% 0.55%

Total Non-Rccurring Changes 100.00% 54.90% 12.67% 3.18% 1.40% (1.85%) 3.S2% 5.46%. 0.11% 0.55%

Composite (Gain) or Loss During Year 2.93% 3.28%. 21.13% 6.15% 1.20%' (3.46%.) (2.45%)

Beginning Average Employer Contribution Rate 38.85% ; 7.57% 14.44%. 8.29% 7.09% 10,55%. 13.00%

Ending Average Employer Contribution Rate 41.78% 38.85% 35.57% 14.44%. 8.29%/ 7.09% 10.55%.

Annual Payroll (000's) 522421 532630 509437 496I8S 482571 466414 469433
Annual Contribution 202961 IS9456 73563 41134 34214 49207 61026
Yr to Yr Change 13504 115894 32429 6920 -14992 -11820

| B y :  T h e  S e n a t e  b i n a m ^ P h m m i t l c c
D a l e :  A p r i l  1 9 " '.  2 0 0 5
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Assumptions:
Demographic Assumptions Relate to the plan’s populations and how they are expected to change over time 

Total Turnover Rate Disability Rate
Retirement Rates Assumed Retirement Date if Before Age 50
Mortality Rates
Economic Assumptions Relate to the expected long-term financial experience of the plan

Total Inflation Annual investment return
Annual Salary Increases Post Retirement Health Premium Trend
Actuarial Assumptions In addition to Demographic and Economic Assumptions, the following additional 
assumptions are inputs in the actuarial analysis

Target Funding Ratio COLA -  %  of retirees receiving
Spouse’s Age Dependent Children
Contribution Refund Rates New entrants
Post-Pension Retirement Adjustments Expenses
Marital Status

Assumption Changes:

As a result of a 2000 experience study in which system experience was compared to actuarial assumptions, a new set of 
assumptions was adopted in December of 2000. The net effect of the change resulted in an actuarial loss of 3.09% in P E R S  
and 6.68%  in TRS.

As a result of the 2002 Actuarial Audit performed by Milliman USA, a new set of actuarial assumptions were adopted effective 
June 30, 2002. Assumption changes included Health Cost Trends, Mortality, %  of Retirees receiving COLA, Turnover Rates, 
Assumed Retirement Ages. For 2002, changes in the health cost trend assumption only, resulted in an actuarial loss in TRS 
of 6.84% and in P E R S  by 6.98%.

141(FIN) -  Retirement Security Act__________________________ AppBndiX F

i Hy ’lltc Senate l;inancc CoinrniHce
Apiil HP1', 200S
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(2)

Investment Experience:

Adjustments as a result of differences between assumed investment results and actual investment experience (results).

In 2002, the board changed the asset valuation method and immediately recognized all deferred losses. This resulted in an 
actuarial loss in P E R S  of 7.24% and in TRS of 15.03%.

Health Experience:

Adjustments as a result of differences between assumed health expenses and actual health experience (costs).

On June 30, 2002, the assumed total blended Health premium was reset to the actual total blended premium for FY03. The 
resetting increased the total employer contribution rate by 3.85% in TRS and 3.68% in PER S . Going forward, the difference 
between the assumed rate and the actual rate will be tracked annually and reduced if the gap becomes to wide.

Demographic Experience:

Adjustments as a result of comparing assumptions about the demographic statistics (i.e. population) of the system, with the 
actual statistics. Factors include - number of active participants, average age of participants, average credited service, number 
of beneficiaries, number of vested/terminated, etc.

C R S  System Implementation:

The Div of Retirement & Benefits implemented a new administrative system (C RS) in 2000 for T R S  . Thu new system 
provides more accurate data to be used in the annual actuarial valuations. Due to the differences in the data between the old 
and new systems, there were one-time data adjustments which affected the liabilities calculated for the System. The net effect 
of these changes was to increase the 2001 employer contribution rate in T R S  by 3.49%.

Contribution Shortfall:

2003: An average employer calculated rate are determined 2 years prior to the fiscal year. So the 2003 valuation is setting the 
FY05 and FY06 rates. When the next year's valuation is finished, the difference between the new calculated rate and the one 
from the year prior determines the shortfall.
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Asset Valuation Method:

PER S :

Prior to 2002, in developing asset valuations, P E R S  used what's called the corridor method. Investment returns are expected 
to be equal to the investment assumption of 8 25%. The valuation assets, plus (minus) the outstanding balance of previously 
amortized amounts, are then compared to a 5%  corridor around the market value of assets. Any amount outside the corridor is 
amortized and applied to the employer contribution rates rs  a level percentage of the present value of pay over 20 years 
under the 1% population scenario. For 2000, recognition of additional investment gains outside the corridor resulted in an 
actuarial gain of 2.67%.

Effective June 30, 2002 - As a result of the Actuarial Audit performed by Milliman USA in 2002, the Board adopted a new 
asset valuation method. This new smoothing method - recognizes 20% of the investment gain or loss in each of the current 
and preceding four years. This method is being phased in over the next five years. Due to this change, the accumulated 
adjustment from the corridor method is now included in the amortization of the unfunded liability. Elimination of the corridor 
adjustment created a 2002 actuarial loss of 4.11% in PER S .

TRS:

Prior to 2000, in developing asset valuations, T R S  used a smoothing technique to smooth over five years the difference 
between actual and expected return. One purpose was to adopt a method which better accomplished the goal of smoothing 
volatility in investment returns.

Beginning in 2000, TRS began using the corridor method instead of the smoothing method. The corridor adjustment for 2000 
resulted in an actuarial gain of 1.38%.

Effective June 30, 2002 - As a result of the Actuarial Audit performed by Miliman USA in 2002, the Board adopted a new asset 
valuation method. This new smoothing method - recognizes 20% of the investment gain or loss in each of the current and 
preceding four years. This method is being phased in over the next five years. Due to this change, the accumulated 
adjustment from the corridor method is now included in the amortization of the unfunded liability. Elimination of the corridor 
adjustment created a 2002 actuarial loss of .03% in TRS.
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102% Funding Ratio Adjustments:

1998: P E R S  Board adopted an actuarial method that would target an ultimate funding ratio of 102%. An adjustment is made to 
the current and projected unfunded accrued liability so that the projected employer contributions to the System will result in an 
ultimate funding ratio of 102%. The 1998 adjustment created an actuarial loss of 0.99%.

2001: The adjustment for the 102% Target Funding Ratio created an actuarial loss of 0.57%

2003: Effective June 30, 2003, the P E R S  Board eliminated the requirement that the average employer contribution rate be 
calculated based on 102% of the system's accrued liability and instead adopted a target ratio of 100%. The change created an 
actuarial gain of 0.90%.

Ad hoc PRPA

1998: An ad hoc Post Retirement Pension Adjustment (PRPA ) was granted which increased benefit payments to many Tier I 
(hired before July 1, 1990) retirees and producing an actuarial loss to TR S  of approx. $28,954,000 and P E R S  of $28,204,000.

1999: An ad hoc PR PA  was granted producing an actuarial loss to T R S  of $5,681,000/PERS of $6,084,000

2000: An ad hoc PR PA  was granted producing an actuarial loss to T R S  of S8,410,000 & P E R S  of $9,495,000

2001: An ad hoc PR PA  was granted producing an actuarial loss to TR S  of $8,226,000 & P E R S  of $8,897,000

2002: An ad hoc PR PA  was granted producing an actuarial loss to TR S  of $19,456,000 & P E R S  of $20,105,000
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I > , l ie :  A p r i l  b * ;  2 0 0 .S
I'.ipr IMA



CSSB 141(FIN) -  Retirement Security Act Appendix F
(5)

System Benefit Changes:

2001 - T R S/PERS  - Effective June 30, 2001, all retired member over age 60 an all members who retire with at least twenty- 
five years of membership service become eligible for full System-paid post employment healthcare benefits, regardless of hire 
date.

2002 - P E R S  - Effective June 30, 2002: For all Police/Fire member, the number of years for calculation of average monthly 
compensation is now 3 years; the occupational death benefit for survivors of Police/Fire members is not the greater of 50% of 
the member's final salary or 75% of the normal retirement benefit the member would have earned had the member survived tc 
normal retirement age; upon reaching normal retirement age, a disabled Police/Fire member now receives the greater of 
his/her disability benefit or his/her normal retirement benefit.

Salary Experience:

Adjustments as a result of differences between assumed salary increases and actual salary experience. For both P E R S  and 
TRS, salary increases over the past several years have been less than anticipated which has resulted in net actuarial gains to 
both systems.

Past Service Amortization Change:

As a result of the 2002 Actuarial Audit performed by Milliman USA in 2002, effective June 30, 2002, the Board adopted a 25- 
year fixed period level percentage of pay amortization of the Unfunded Accrued Liability. This change is consistent with the 5- 
year recognition of gains or losses used in the new asset valuation method. The change in the Past Service Amortization 
methodology caused an actuarial gain in TRS of 9.08% and P E R S  of 5.06%.
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FY 06 Normal Cost Comparisons -  Proposed DC Plan vs. 
Existing TRS/PERS (all Tiers)

FY 06 Normal Cost Rates

TRS PERS DC Plan
Medical normal cost rate 9.07% 8.68% 1.75%

Defined contribution rate 13.90% 11.37% 12.50%
HRA contribution rate 0.0% 0.0% 2.00%
Gross normal cost rate 22.97% 20.05% 16.25%
Member contribution rate (8.69)% (6.81)% (8.00)%

Employer normal cost rate
i

14.28% 13.24% 8.25% 
.............. . \
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FY 07 Normal Cost Comparisons -  Proposed DC Plan vs, 
Existing TRS/PERS (all Tiers)

FY 07 Normal Cost Rates

TRS PERS DC Plan
Medical normal cost rate 8.75% 8.86% 1.75%
Defined contribution rate 13.69% 11.27% 12.50%
HRA contribution rate 0.0% 0.0% 2.00%
Gross normal cost rate 22.44% 20.13% 16.25%
Member contribution rate (8.68)% (6.81)% (8.00)%
Employer normal cost rate 13.76% 13.32% 8.25%
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1.5(c) Actuarial Projections -  Effect of Economic Scenarios (continued) 

Contribution Rate

Fiscal Year Ending

—  Possimistic Base Caso •• Optimistic
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1.5(c) Actuarial Projections -  Effect of Economic Scenarios ( c o n t in u e d )  

Contribution Rate

Pessimistic

Fiscal Year Ending

Base Caso ** M Optimistic
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FOR AN ACT EN T ITLED
W P c  a r

"An Act relating to the teachers' and public employees' retirement systems and creating

defined contribution and health reimbursement plans for members of the teachers' 

retirement system and the public employees' retirement system who are first hired after 

July 1, 2005; relating to university retirement programs; establishing the Alaska 

Retirement Management Board to replace the Alaska State Pension Investment Board, 

the Alaska Teachers' Retirement Board, and the Public Employees' Retirement Board; 

ulding appeals of the decisions of the administrator of the teachers' and public 

employees' retirement systems to the jurisdiction of the office of administrative 

hearings; providing for nonvesled members of the teachers' retirement system defined 

10 H benefit plans to transfer into the teachers' retirement system defined contribution plan 

and for nonvested members of the public employees' retirement system defined benefit 

plans to transfer into the public employees' retirement system defined contribution12
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plan; providing for political subdivisions and public organizations to request to 

participate in the public employees' defined contribution retirement plan; and providing 

for an effective date."

BE  IT ENACTED BY  THE LEG ISLATURE OF TH E STATE OF AL \SKA:

* Section 1. AS 14.25 is amended by adding new sections to read:
Article 1. Administration of the Teachers' Retirement System.
Sec. 14.25.001. Purpose. The purpose of this chapter is to encourage 

qualified teachers to enter and remain in service with participating employers by 
establishing plans for the payment of retirement and death benefits to or on behalf of 

the members.
Sec. 14.25.002. Attorney general. The attorney general of the slate is the 

legal counsel for the system and shall advise the administrator and represent the 

system in a legal proceeding.
Sec. 14.25.003. Administrator, (a) The commissioner of administration or 

the commissioner's designee is the administrator of the system.
(b) The commissioner of administration shall adopt regulations to govern the 

operation of the system.
Sec. 14.25.004. Powers and duties of the administrator, (a) The 

administrator shall
( 1) establish and maintain an adequate system of accounts;
(2 ) transmit the funds deposited in the system to the retirement fund 

established and maintained by the Alaska Retirement Management Board;
(3) upptove or disapprove claims for retirement benefits;
(4) make payments for the various purposes specified;
(5) submit periodic reports or statements of account that are needed:
(6) issue a statement of account to an employee not less than once each 

year showing the amount of the employee's contributions lo the applicable plan in the 

system;
(7) formulate and recommend to the commissioner of administration 

regulations to govern the operation of the system;

C S C S S B  M H IT N ) -2-
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(8) as soon as possible after the close of each fiscal year, and not later 

than six months after the close of each fiscal year, send to the governor and the 
legislature an annual statement on the operations of each of the plans in the system 

containing
(A) a balance sheet;
(13) a statement of income and expenditures for the previous

fiscal year;
(C) a report on valuation of trust fund assets:
(D) a summary of assets held in the trust fund listed by the 

cc.egorics of investment, as provided by the Alaska Retirement Management 
Hoard;

(Ii) other statistical financial data that are necessary lor proper 

understanding of the financial condition of the system as a whole and each plan 

in the system and the result of its operations:
(9) engage an independent cer'ified public accountant to conduct an 

annual audit of each plan's accounts and the (rnual report of the .system's financial 

condition and activity;
(10) report to the Legislative Budget and Audit Committee concerning 

the condition and administration of each plan and distribute the icport to the members 

ol each plan in the system;
( 11; publish an information handbook for each plan in the system at 

intervals that the administrator considers uppmpi inte;
( 12) meet at least annually with the board to review the condition and 

management of the retirement systems and to review significant changes to policies, 

regulations, or benefits; and
(13' do whatever else TTfay be nccessarv to carry out tin. purposes of 

each plan in the system.
<b) file administrator is authorized to charge fees necessary to members' 

accounts to cover the ongoing cost id operating each plan in the system.
(c) The administrator i'tf authorized to contiaet with public and private entities 

to provide record keeping, benefits payments, and other functions neces.ain for the

-1*
S W  rr.sr  t ' n t l n  i i r . a l  { I W . F i m  ".H X ?  B R A C K E T S }

IK 'M '.s s l I  MKI IiKl



administration of each plan in the system.
Sec. 14.25.005. Regulations, (a) Regulations adopted by the commissioner 

of administration under this chapter relate to the internal management of a slate 
agency, and the adoption of the regulations is not subject to AS 44.62 (Administrative 

Procedure Act).
(b) Notwithstanding (a) of this section, a regulation adopted under this chapter 

shall be published in the Alaska Administrative Register and Code lor informational 

purposes.
(c) Each regulation adopted under this chapter must conform to the style and 

format requirements of the drafting manual for administrative regulations that is 

published under AS 44.62.050.
(d) At least 30 days before the adoption, amendment, or repeal of r. regulation 

under this chapter, the commissioner of administration shall provide notice of the 

action that is being considered. The notice shall be
( 1) posted in public buildings throughout the state;
(2) published in one or more newspapers of general circulation in each 

judicial district of the state:
(3) mailed to each person or group that has filed a request for notice oj 

proposed action with the commissioner of administration: and
(4i furnished to each member of the legislature, and to the I.egislr.ine 

Affairs Agency.
tc) Failure to mail notice to a person as required under tdjt'3) of this section 

does not invalidate an action taken by ti.e commissioner of administration.
(I) The commissioner of administration may hold a hearing on a proposed 

regulation,
(g) A regulation adopted under this chapter takes eflcct 30 days alter adoption 

b\ the commissioner of administration.
(hi Not withstanding the other provision; ot this section, a regulation ma\ be 

adopted, amended, or repealed, elJecMve immediuleK. as an emergency regulation h> 
the commissioner of adniinistratior. I or an emergency regulation to be cffec!i\c the 
commissioner must find that the adopt, >n. amendment, or repeal of the regulation is

WORK DRAFT WORK DRAFT 24-LS0o37\C



necessary for the immediate preservation of the orderly operation of the system. The 
commissioner shall, within 10 days after adoption of an emergency regulation, give 

notice of the adoption under (d) of this section.
(i) In this section, "regulation" has the meaning given in / S 44.62.640(a).
Sec. 14.25.006. Appeals. An employer, member, annuitant, or beneficiary 

may appeal a decision made by the administrator to the office of administrative 

hearings established under AS 44.64. An aggrieved party may appeal a final decision 

to the superior court.
Sec. 14.25.007. Investment management of retirement system funds. The 

Alaska Retirement Management Board established under AS 37.10.210 is the 

fiduciary of the system funds.
See. 14.25.008. Definitions. In AS 14.25.001 - 14.25.008,

(1) "plan" means the retirement plan established in AS 14.25,009 - 

14.25.220 or the retirement plan established in AS 14.25.310 - 14.25.590;
(2) "system" means all retirement plans established under the teachers' 

retirement system.
Article 2. Teachers First Hired before duly 1, 2005.

Sec. 14.25.009. Applicability of AS 14.25.009 - 14.25.220. The provisions of 

AS 14.25.009 - 14.25.220 apply only to members first hired before July 1. 2005.

* Sec. 2. AS 14.25.010 is amended to read;
Sec. 14.25.010. Retirement n n |SYSTEM| established; federal 

qualification requirements, (a) A joint-contributory retirement plan ISVSTFM1 lor 

teachers of the stale is created.
(b) The retirement nlan |SYS 11 M | established by AS 14.25.009 - 14.25.220 

[TIMS' Cl IA BIT: R | is intended to qualify under 26 U.S.C. 401(a) and 414(d) (Internal 
Revenue Code) as a qualified retirement plan eslal Tiled and maintained by the state 
for its employees, for the employees of school districts and regional educational 
attendance areas in the state, and for the employees of other employers whose 
participation is authorized In AS 14.25.009 - 14.25.220 |THIS C lIA lU ldil and who 

participate in ibis plan [SYS 1EMJ;
(c) An (amendment to AS 14.25.009 - I4.25j2_0 | I IMS CH.\IMTR| doc's rot

WORK DRAFT WCRK DRAFT 2-1-LS0637\C
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provide a person with a vested right to a I encfit if’ the Internal Revenue Sendee 
determines that the amendment will result in disqualification of the plan under the 

Internal Revenue Code.
* Sec. 3. AS 14.25.012(b) is amended to read:

(b) The idan [SYSTEM] created in AS 14.25.0(19 - 14.25.22(1 became 
effective as of July 1. 1955, at which time contributions by the participating employers 

and members began.
* Sec. 4. AS 14.25.012 is amended by adding a new subsection to read:

(c) Employees first hired after June 30. 2005. are not eligible to participate in 
the plan established in AS 14.25.009 - 14.25.220.

* Sec. 5. AS 14.25.040(a) is amended to read:
(a) Unless a teacher or member participates in a [HAS ELECTED TO 

PARTICIPATE IN THE OPTIONAL] university retirement program under 

AS 14.40.661 - 14.4J.799j [ORJ has filed an election under AS 14.25.043(b). or has 
elected to participate in the plan established in AS 14.25.310 - 14.25.590. a teacher 

or member contracting for service with a participating employer is subject to 
AS 14.25.0119 - 14.25.220 [T1 IIS CHAPTER].

* Sec. ( .  AS 14.25.040(d) is amended to read:
(d) A person who is employed at least half-time in the plan [SYS I'EM] during 

the same period that the person is employed at least half-time in a position in the 
public employees' retirement plan [SYSfEM j under AS 39.35.695 - 39.35.6SII 
[AS 39.35] shall receive credited service under each plan [SYSTEM] lor halt-time 
employment. However, the amount of credited service a person receives under the 
public employees' retirement plan [SYSTEM] during a sdidol year may not exceed 
the amount necessary, when added to the amount of credited service earned during the 
school vear under the plan [SY S IlM ], to equal one year ol credited service. A 

person who was employed at least half-time in a position in the public employees 
retirement plan [SYSILM ] under AS 3̂ .35.(>‘>5 - 3(>.35.6Stl |AS30.35| in the same 
period that the person was employed at least half-time in a position in this plan 
[SYS'IEM J may claim credited service in both plans [SYSTEMS! for employment 
before May 31. i9Kl>. 1 obtain this credited set vice, the person shall claim the
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service and verify the period of half-time employment. When eligibility for half-time 
service credii lias been established, an indebtedness shall be determined to the 
retirement plan [SYSTEM] in which the person did not participate. The amount of 
the indebtedness is the full actuarial cost of providing benefits for the credited service 

claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 
on ihe later of July 1, 1989, or the date on which the member is first eligible to claim 

the service. Any outstanding indebtedness existing at the time the person retires will 
require an actuarial adjustment to the benefits payable based on that service.

* Sec. 7. AS 14.25.070 is repealed and reenacted to read:
Sec. 14.25.070. Contributions by employer, (a) An employer shal 

contribute to the plan the amount certified by the board that is required in addition to 
member contributions to provide the benefits of AS 14.25.009- 14.25.220.

(b) The board shall calculate the err.p'oyer contribution rate as a percentage 
applied to the sum total of the base salaries of all members, including any adjustments 
to contributions by the employer required by AS 14.25.173(a), necessary to yield the 
amount under (a) of this section, but the board may not set the rate at less than 11 

percent.
* Sec. S. AS 14.25.075(a) is amended tu read:

(a) A’i employee who is eligible to purchase credited service under 
AS 14.25.047 or 14.25.04S, a member who is eligible to purchase credited service 
under AS 14.25.048. 14,25.050. 14.25.0b0. 14.25.Ool, [14.25.062.] 14.25.100. or 
14.25.107, nr a teacher who is eligible to purchase credited service under 

AS 14.20.345, AS 14.25.050, [I4.25.002„| or 14.25.105, in lieu of making payments 
directly to the plan, may elect to have the member's employer make payments as 
provided in this section.

* See. 9. AS 14.2\07.(h) is amended to rend:
(b) \ member may elect to luwe the employer ill <ke payments tor all or any 

portion of the amounts payable tor the member's purchase of credited service through 
asulan reduction program as follows:

( 1) the amounts paid under a salary reduction program are in lieu of 
contributions lay ihe member making ihe election; the electing member's salary or
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oilier compensation shall be reduced by the amount paid by the employer under this 
subsection;

(2) the member shall make an irrevocable election under this 

subsection to purchase credited service as tted in AS 14.20.345, AS 14.25.047, 
14.25.04S, 14.25.050, 14.25.060, 14.25.061, [14.25.062.] 14.25.100, 14.25.105, or 
14.25.107 before the member's termination of employment; the irrevocable election 
must specify the number of payroll periods that deductions will be made from the 
member's compensation and the dollar amount of deductions for each payroll period 
during the specified number of payroll periods; the deductions made under this 
paragraph cease upon the earlier of the member's termination of employment with the 
employer or the member's death; amounts paid by an employer under (f) of this 
section may not be applied toward the payment of the dollar amount of the deductions 
representing the portion of the credited service that is being purchased by the member 
through payroll deduction in accordance with the member's irrevocable election under 

this paragraph;
(3) amounts paid by an employer under this subsection shall be treated 

as employer contributions for the purpose of determining tax treatment under 26 

U.S.C. (Internal Revenue Code); the amounts paid by the employer under this section 
may not be included in the member's gross income for income tax purposes until those 
amounts are distributed by refund or retirement benefit payments.

* Sec. 10. AS 14.25.075(e) is amended to read:
tc) Contributions to the ohm |SYSTEM] to purchase credit .J service under 

this section do not qualify for treatment under this section if recognition ol that service 
would cause a member to receive a retirement benefit for the same service from the 
plan [SYS IE.Y1J and from one or more other retirement plans or systems of the stale.

I  Sec. 11. AS 14.25.075(1) is amended to read:
(f) The administrator inav accept rollover contributions from a member |. 

AND DIRECT 'IE ANSI LRS AS DESCRIBED IN 1 iUS SCBSKTIO N. I OR rill: 
PURCII \M-. IN WHOLE OR IN PART. OE EOREEITI I) CREDITED SERVICE 
I'NDER THIS SECTION EOR THE Rf INSI'ATEMENT. IN WIIOI I OR IN PARI.
OE FORFEITED CREDITED SERVICE UNDER AS 14.25.062] Contributions
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made under this subsection may no! be applied to purchase service being paid under 
(b) of this section. A rollover contribution [OR TRANSFER] as described in this 
subsection shall be treated as employer contributions for the purpose of determining 
tax treatment under the Internal Revenue Code and may be made by any one or a 

combination of the following methods:

eligible rollover distributions directly from one or more retirement programs of 
another employer that are qualified under 26 U.S.C. 401(a) or accepting rollovers 
directly from a member;

established by the member;
(3) subject to the limitations prescribed in 26 U.S.C. 4U3(b)(13). 

accepting direct trustee-to-trustee transfers of all or a portion of the accounts of the 
member, on or after January 1, 2002, from a tax sheltered annuity described in 26 

U.S.C. 403(b);

accepting direct trustee-to-trustee transfers of all or a portion of the accounts of the 
member, on or after January 1, 2002. from an eligible deterred compensation plai oi a

(5) accepting direct trustee-to-trustee transfer from an account 
established for the benefit of the member in AS 30.30.150 - 39.30.1 «S0 (Alaska 

Supplemental Annuity i’lan).
* See. 12. AS 14.25.075(i) is amended to read:

(i) On satisfaction of the eligibility requirements of AS 14.20.345, 
AS 14,25.047. 14.25.048. 14.25.050. 14.25.060. 14.25.061, |!4.25.062.J 14.25.100, 
14.25.1t)5, o: 14.25.107. die requirements of th:s section, and the administrative filing 
requirements specilicd by the administutor. ihe plan shall adjust the membi r's 

credited service history and add any additional service credits acquired.
* Sec. 13. AS 14.25.115(a) is amended to read:

(1) subject to the limitations prescribed in 26 U.S.C. 402(c). accepting

(2) subject to the limitations prescribed in 26 U.S.C. 40S(d)(3)(A)(ii), 
accepting from a member conduit rollover contributions that arc received by the 
member from one or more conduit rollover individual retirement accounts previously

(4) subject to the limitations prescribed in 26 U.S.C. 457(c)(17j,

:>w Toy.: V :i3 o rlirm i tPEL l.T EP  TEXT BRACHFTKl'}
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(a) A teacher in membership service on or after July 1. 1977. who is appointed 
to retirement on or after July 1, 1978, may elect to apply unused sick leave credit in 
computing the total number of years of credited service under AS 14.25.110(d) except 

for sick leave earned while participating in a [THE OPTIONAL] university retirement 
program under AS 14.40.661 - 14.40.799 To obtain service credit for unused sick 
leave, a teacher must apply to the administrator not! [NOJ later than one year after 
appointment to retirement. Unused sick leave shall be credited on a day-for-day basis 
in accordance with the table for service after July 1, 1969, contained in 
AS 14.25.220(45). Teacher contributions may not be required for credited unused sick 

leave.
* Sec. 14. AS 14.25.143(a), as that subsection read following amendment by sec. 3, ch.

146, SLA 1'. >0, until amended by sec. 12, ch. 106 SLA 1988, is amended to read:
(a) When the administrator determines that the cost of living has increased and 

that the financial condition of the retirement fund permits, the administrator shall 
increase benefit payments to persons receiving benefits under this plan. For 
purposes of this .subsection, the financial condition of the fund would onlv permit 
an increase in benefits when the ratio of total fund assets to the accrued liability 

meets or exceeds 111) percent. In this subsection, "accrued liability" means the 
present value of all member benefits accrued liv member service in this plan 

[SYSTEM].
* See. 15. AS 14.25.143(a). as that subsection read following amendment by sec 12. ch.

06. SLA 1988. until amended by 12. ch. 97. SLA 1900, is amended to read:
(a) When the administrator determines that the cost of living has increased and 

that the financial condition of the retirement fund |SYS’I I;M] permits, the 
administrator shall increase benefit payments to persons receiving benefits under this 
plan. Lor purposes of this subsection, the financial condition of iltc fund would 
onlv permit an increase in benefits m Iicp the ratio (if total fund assets to the 
accrued liability meets nr exceeds 110 percent. In this subsection, "accrued 
liability" means the present value uf all member benefits accrued l>\ member 

service in this plan IM 'S I E M],
* See. 16. AS 14.25.145 is amended to read:

SC  SSH  I- IK F IN J  -HI'
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Sec. 14.25.145. Interest on individual accounts. Interest shall be credited to 
each teacher's account at the end of each school year at the rale prescribed by the 

board [REGULATION] for that year.
* Sec. 17. AS 14.25.150 is amended by adding a new subsection to read:

(c) A member who has received a refund of contributions in accordance with 
this section forfeits corresponding credited service under AS 14.25.009 - 14.25.220.

* Sec. 18. AS 14.25.173(c) is amended to read:
(c) At least quarterly. [AT EACH REGULARLY SCHEDULED MEETING 

OF THE TEACHERS' RETIREMENT BOARD,] the administrator shall report to the 
commissioncr of administration [BOARD] on all situations since the administrator's 
last report in which an adjustment has been prohibited under (b) of this section. If the 
commissioner o f administration [BOARD] finds that there is reason to believe that 
one or more of the conditions set out in (b) of this section have not been met. the 
administrator shall notify the member or beneficiary that an adjustment will be made 
to recover the overpayment. A member or beneficiary who receives notice of 
adjustment under this subsection may file a renncst with the commissioner of 

administration [APPEAL TO THE BOARD] for a waiver of the adjustment under 
AS 14.25.175. An adjustment that requires the repayment of benefits may not be 

required while the waiver rcuuest [APPEAL] is pending.
* See. 19. AS 14.25.175(a) is amended to read:

(a) Upon minesl [APPEAL] by an affected member or beneficiary under (Jo) 

of this seed >n. the commissioner of administration [BOARD] mty waive an 

adjustment ora portion of an adiustment made under AS 14.25,173 if. in the opinion 
of the commissioner of administration [BOARD).

(1) the adjustment or portion of the adjustment will cause undue 

hardship to the member or beneficiary;
(2) the adjustment was not the resuit of erroneous inlonnation supplied 

by the member or bencficiars:
(3) before the adjustment uas made, the member or beneficiary 

received confirmation from the administrator that the member's or beneficiary's 
recoids were correct; and

WORK DRAFT WORK DRAFT 24-LS0637\G
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(4) the member or beneficiary had no reasonable grounds to believe 
the records were incorrect before the adjustment was made.

* Sec. 20. AS 14.25.175(b) is amended to read:
(b) In order to obtain consideration of a waiver under this section, the affected 

member or beneficiary shall file :i request with [MUST APPEAL TO] the 
commissioner of administration [BOARD] in writing within 30 days alter receipt of 
notice that the records Have been adjusted. The ruling of the commissioner of 
administration [BOARD] shall be in writing.

* Sec. 21. AS 14.25.175(c) is repealed and reenacted to read:
(c) A ruling of the commissioner of administration to deny a waiver under (b) 

of this section may be appealed to the office of administrative hearings established 

under AS 44.64.
* Sec. 22. AS 14.25.175(d) is amended to read:

(d) The office of administrative hearings [BOARD] may reverse the 
commissioner of administration's decision to deny a waiver and mav impose 
conditions on granting a waiver that it considers equitable. These conditions may 
include requiring the member or beneficiary to make additional contributions to the 

plan [SYSTEM].
* Sec. 23. AS 14.25.220(2) is amended to read:

(2) "actuarial adjustment" means the adjustment necessary to obtain 
equality in value of the aggregate expected payments under two different forms of 
pension payments, considering expected mortality and interest earnings on the basis of 
assumptions, lactor.s, and methods specified in regulations issued under the plan 
[SYSTEM| that are formally adopted [UNDER AS 14.25.022] by the board and that 
clearly preclude employer discretion in the determination of the amount of any 
member's benefit;

* Sec. 24. AS 14.25.220(3) is amended to tv.id:
i i ) "administrator" means the |PERSON APPOINTED BY TUI:] 

commissioner ot administration or the commissioner's designee under AS 14.25.1103 
[AS 14 25.015);

* Sec. 25. AS 14.25.220(9) is amended to read:

K S CSSB M t(I'IN ) -12-
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(9) "board" means the Alaska Retirement Management [ALASKA 
TEACHERS' RETIREMENT] Board established under AS 37.1(1.21(1 [AS 14.25.035];

* Sec. 26. AS 14.25.220(40) is amended to read;
(40) "supplemental contribution account" means the account 

maintained by the plan [SYSTEM] to record the supplemental contributions of each 
member, including interest and adjustments to the account [IN ACCORDANCE 

WITH AS 14.25.170];
* Sec. 27. AS 14.25.220(42) is amended to read:

(42) "teacher" and "member" are used interchangeably under th: 
chapter and mean a person eligible to participate in the system and who is covered by 

the system, limited to
(A) a certificated full-time or part-time elementary or 

secondary teacher, a certificated school nurse, or a certificated person in a 
posilior requiring a teaching certificate as a condition of employment in a 
public school of the stale, the Department of Education and Early 
Development, or the Department of Labor and Workforce Development;

(B) a full-time or part-time teacher of the University of Alaska 
or a person occupying a full-time administrative position at the University of 
Alaska that requires academic standing; the approval of the administrator must 
be obtained before an administrative position qualifies lor membership in the 
system; however, a teacher or administrative person at the university who is 
participating in a [THE OPTIONAL] university retirement program under 
AS 14.40.66] - 14.40.790 is not a member under this system;

(C) a state legislator who elects membership under 
AS 14.25.040(b);

* .Sec. 2S. AS 14.25.220 is amended by adding a new paragraph to read;
(46) "plan" means the retirement benefit plan established under 

AS 14.25,000 - 14,25.220

* Sec. 29. AS 14.25 is amended by adding new sections to read:
Article 3. Teachers First Hired on or alter .Inly 1,2005.

See. 14.25.310. Applicability of AS 14.25.310 - 14.25.590. I he provisions ol

WORK DRAFT WORK DRAFT 24-LS0637\C
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AS 14.25.310 - 14.25.590 apply only lo teachers who first become members on or 
after July 1,2005. or to members who transfer into the defined contribution plan under 

AS 14.25.540.
Sec. 14.25.320. Defined contribution retirement plan established, (a) A 

defined contribution retirement plan for teachers of the state is created.
(b) The defined contribution retirement plan includes a plan in which savings 

are accumulated in an individual account for the exclusive benefit of the member or 
beneficiaries. The plan is established effective July 1, 2005, at which time 

contributions by employers and members begin.
(c) The defined contribution retirement plan is intended to qualify under 26 

U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified retirement plan 
established and maintained by the slate for its employees and for the employees of 
school districts and regional educational attendance areas in the state.

(d) An amendment to the defined contribution retirement plan does not 
provide a person with a vested right lo a benefit if the Internal Revenue Service 
determines that the amendment will result in disqualification of the plan under the 

Internal Revenue Code.
Sec. 14.25.330. Membership, (a) A teacher who first becomes a member on 

or alter July 1, 2005, shall participate in the plan as a member of the defined 
contribution retirement plan.

(b) A teacher who is participating in a university retirement program under 

AS 14.40.661 - 14.40.799 may not participate as a member of the defined contribution 

retirement plan.
See. 14.25.340. Contributions by members, (ui Each member shall 

contribute to the member’s individual account an amount equal to eight percent of the 
member’s compensation from July 1 to the following June 30.

(b) Subject to the limitations on contributions under AS 14.25.380. a member 
may elect to make additional contributions to the member's tndiudu.il account.

jgtj The employer shall deduct the contribution from the member's 
compensation at the end of each puuoll period, and the contribution shall be credited 
by the administtator to the member's iniliviilu.il account. The contributions shall be

WORK DRAFT WORK DRAFT 24-LS0637\C
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deducted from member's compensaiion before the computation of applicable federal 
taxes and shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A 
member may not have the option of making the payroll deduction directly in cash 
instead of having the contribution picked up by the employer.

See. 14.25.345. Employment contributions mandatory', (a) Contributions 
of members shall be made by payroll deductions. Each member shall be considered to 

consent to payroll deductions. It is of no consequence that a payroll deduction may 
cause the compensation paid in cash to a member to be reduced below the minimum 

required by law.
(b) Payment of a member’s compensation, less payroll deductions, is a full and 

complete discharge and satisfaction of all claims and demands by the member relating 
to remuneration of services during the period covered by the payment, except with 

respect to the benefits provided under the plan.
Sec. 14.25.350. Contributions by employers, (a) An employer shall 

contribute to each member's individual account an amount equal to 4.5 percent of the 

member’s compensaiion from July 1 to the following June 30.
(b) An employer shall also contribute an amount equal to 1.75 percent of each 

member's compensation from July 1 to the following June 30 to pay for retiree major 
medical insurance. This contribution shall be paid into the group health and life 
benefits fund established bv the commissioner of administration under AS 39.50.095 
and shall be accounted lor in accordance witll regulations established by the 

commissioner.
(c) An employer shall also make o ntributions to the health reimbursement 

arrangement plan under AS 39.30.3(10.
.Sec. 14.25.360. Rollover contributions anti distributions, (a) A teacher 

entering the plan may elect, at the time and in the manner prescribed by the 
administrator, to have all or part of a direct rollover distribution from an eligible 
retirement plan owned by the member paid directly into the member's individual 
account

(hi Rollover contributions do not count as a purchase ol membership service 
lor the purpose of determining years of scr\ ice.
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(c) A distributee may elect, at the time and in the manner prescribed by the 
administrator, to have all or part of a direct rollover distribution paid directly to an 
eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section,
(1) "direct rollover" means the payment of an eligible rollover 

distribution by the plan to an eligible retirement plan specified by a distributee who is 
eligible to elect a direct rollover;

(2) "distributee" means a member, or a beneficiary who is the 
surviving spouse of the member, or an alternate payee;

(3) "eligible retirement plan" means
(A) a conduit individual retirement account described in 26 

U.S.C. 408(d)(3)(A);
(B) an annuity plan described in 26 U.S.C. 403(a):
(C) a qualified trust described in 26 U.S.C. 401(a);
(D) an annuity plan described in 26 U.S.C. 403(b); or
(H) a governmental plan described in 26 U.S.C. 457(b):

(4) "eligible rollover distribution" means a distribution of all or pail of 
a total account to a distributee, except for

(A) a distribution that is one of a series of substantially equal 
installments payable not less frequently than annually over the life expectancy 

of the distributee or the joint and last survivor life expectancy of the distributee 

and the distributee's designated beneficiary, as defined in 26 U.S.C. 401(a)(0);
(13> a distribution that is one of a series of substantially equal 

installments payable not less frequently than annually over a spccilicd period 
of 10 years or more:

(C) a distribution that is required under 26 U.S.C. 401(a)(9);
(1>) the portion of any distribution that is not includable m

gross income:
(I:) a distribution that is on account of hardship; and
(I7) other distributions that are reasonably expected to total less 

than $200 durim: a vent

l ie s  C SSIt U I(M N ) -U.-
V 2  TtLjii f'n J.-i 4 m c tf  f j S n t u s  K X T  UKAOMtmSOj



WORK DRAFT WORK DRAFT 24-LS0637'

Sec. 14.25.370. Transmittal of contributions. All contributions deducted in 
accordance with AS 14.25.310 - 14.25.590 shall be transmitted to the plan for deposit 
in the trust fund as soon as administratively feasible, but in no event later than 15 days 
following the close of the payroll period.

Sec. 14.25.380. Limitations on contributions. Notwithstanding any other 

provisions of this plan, the annual additions lo each member's individual account 
under this plan and under all defined contribution plans of the employer required to be 

aggregated with the contributions from this plan under the provisions of 26 U.S.C. 415 
may not exceed, for any limitation year, the amount permitted under 26 U.S.C. 415 at 
any time. If the amount of a member's defined contribution plan contributions exceeds 
the limitation of 26 U.S.C. 415(c) for any limitation year, the administrator shall take 
any necessary remedial action to correct an excess contribution. The provisions of 26 
U.S.C. 415. and the regulations adopted under that statute, as applied to qualified 
defined contribution plans of governmental employees are incorporated us part of the 
terms and conditions of the plan.

See. 14.25.390. Vesting, (a) A participating member is immediately and 
fully vested in that member's contributions and related earnings.

(b) A member is fully vested in the employer contributions made on that 
member's behalf, and related earnings, after five years of service. A member is 

partially vested in the employer contributions made on that membe/s behalf, and the i 
related earnings, in the ratio of

provide a range of investment options and permit a participant to exercise investment 
control over the participant's assets in the member’s individual account a. provided in 
this section. If a participant exercises control over the assets in the individual account, 
the participant is not considered a liduciury for any reason on the basis of exercising 
that control.

(b) A participant may direct investment of plan funds held in an account

(1) 25 percent with two years of .service:
(2) 50 percent with three years of service: and
(3) 75 percent with four \ear.x ft service.

-17-
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among available investment funds in accordance with rules established by the board.
(c) A participant may elect to change or transfer all or a portion of the 

participant's existing account balance among available investment funds not more 
often than once each day in accordance with the rules established by the administrator. 
Only the last election received by the administrator before the transmittal of 
contributions to the trust fund for allocation to the individual account will be used to 

direct the investment of the contributions received.
(d) Except to the extent clearly set out in the terms of the investment plans 

offered by the employer to the employee, the employer is not liable to the participant 
for investment losses if the prudent investment standard has been met.

(c) The employer, administrator, state, board, or a person or entity who is 
otherwise a fiduciary is not liable by reason for any participant's investment loss that 

results from the participant's directing the investment of plan assets allocated to the 
participant's account.

(1) To the extent that a member's individual account has been divided as 
provided in a qualified domestic relations order between participants, each participant 
shall be treated as the holder of a sepaiate individual account for purposes of 
investment yields, decisions, transfers, and time limitations imposed by this section.

Sec. 14.25.41(1. Distribution election at termination, (a) A member is 
eligible to elect distribution of the member’s account in accordance with this section 

60 days after termination oi employment.
(b) Notwithstanding (a) of this section, distribution of all or a portion of the 

ifltfividii.il account of a member nu\ take place before the 60th day after the 
termination of employment with the approval of the administrator if the member 

makes a written request lor a distribution under this sub'.eclion. 1 he member's spouse 
must consent to the request in writing if the member is married. Distribution ol an 
ituii\ulual account ma\ onb be made on account of an immediate and heavy financial 
need all the member for the following reasons and in the amount the need is 

demonstrated for
(1) medical care described in 20 U.S.tJ. I3pl) incurred by the 

member, the member's spouse, or the member's dependent, or necessary to obtain that
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medical care:
(2) the purchase of a principal residence lor the member;
(3) postsecondary education tuition and related educational fees for the

next 12-month period for the member, the member's spouse, or a dependent of the

member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;
(4) prevention of the eviction of the member from the member's 

principal residence or foreclosure on the mortgage of the member's principal 

residence; or
(5j any need prescribed by the United States Department of the 

Treasury, Internal Revenue Service, in a revenue ruling, notice, or other document of 
general applicability that satisfies the safe harbor definition of hardship under 

regulations adopted under 26 U.S. 3 401(kj.
(c) If a member dies before benefits commence, the member’s beneficiary is 

immediately eligible to elect distribution of the member's share of the member's 

individual account.
(d) Distributions are payable to an alter iate payee in accordance with the 

terms and conditions of a qualified domestic relations order that is received and 

approved by the administrator as specified in AS I4.25.4o0.

(e) Distributions that are being paid to a member may not be affected by the 

member's subsequent reemployment with the employer. Upon reemployment, a new 
individual account shall be established for the member to which any future 
contributions shall be allocated. Toon subsequent termination of employment, the 
member's new individual account shall be distributed in accordance with this section.

See, 14.25.42(1. Forms of distribution, ta) A participant may elect to receive 

ilistrihution of the participant's share ol the individual account in a
(1) lump sum payment, which is a single payment of the entire balance

in the account;
(2) periodic lump sum payment, which is a payment (if a portion of the 

balance in the account, not more than twice each year.
(3) period cerium annuity payment, which is an annuity payable in a 

lixed number of monthly installments for a duration ol 60. 120, or ISOmoinlis;
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(4) life annuity with a period certain payment, which is an annuilj
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payable until the later of the first day of the month in which the annuitant's death 
occurs, or the date on which the payment of a lixed number of monthly installments is 
completed; the period certain for installments is 120 or ISO months;

monthly to the member until the first of the month in which the member's death 
occurs; after the member's death, a survivor annuity equal to 50 percent or 100 percent 
of the member's benefit, as previously eiceted by the member, shall be paid monthly to 
the joint annuitant for '.he remainder of the surv ivor’s lifetime.

(h) Upon the death of an annuitant whose payments have commenced, an 

annuitant's benfficiary shall rfccefvc further payments only to the extent provided in 
accordance with the form ot payment that was beina made to the annuitant. The 
remaining portion of the interest shall continue to be distributed at least a.s rapidly as 
under the method of distribution heiiia used before the annuitant's death.

<0 If a participant dies before the distribution commencement date, 
distribution of the participant's entire interest tu a beneficiary shall be payable in any 

form other than a joint ar.d survivor annuity.
fd) If an unmarried member or other participant fails to elect a form ol 

payment before the distribution commencement date, the account shall be paid to a 
lvncfiuar> in the form of a lump sum to the extent required by the minimum 
distribution requirements set out in the Intertill Revenue C'Odb. If a marned member 
lails to elect a form oi payment before the distribution commencement date, the 
account shall be paid in the form of a >0 percent joint and survivor annuity, with the I 

member's spouse as the joint annuitant.
Sec. 14.25.43(1. .Manner of electing distributions, tai Ar.y election or am 

alteration or revocation of a pnor election by a participant lor any purpose under this 
plan shall be mi forms or made in a manner prescribed lor that purpose by the plan 
administrator. fiS be effective, the forms required or the required actum for any 
purpose uiulci this plan mu t be completed and received in accordance v\»th

(5) single life annuity payment, which is an annuity payable monthly 

until the first of tiie month in which the annuitant’s death occurs; or
(6) joint and survivor annuity payment, which is an annuity payable
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regulations adopted by the commissioner of administration.
m

(b) At any time, but not less than seven days before the distribution 
commencement date, a member, alternate payee, or beneficiary may change

(1) the form of payment election;

(2) an election to commence benefits; or
(3) the joint annuitant designation.

(c) Changes in elections are not allowed on or after seven days before the 
distribution commencement date.

Sec. 14.25.440. Distribution requirements, (a) Payments to a participant 
shall commence as soon as administratively feasible following the distribution 
commencement date. The distribution commencement date is the first date on which 

one of the following occurs:
(1) a member meets the requirements of AS 14.25.410 and has made a 

complete application for payment under AS 14.25.430;
(2) a participant has elected to defer receipt of the account to a date 

specified, the date has been attained, and the participant has made a complete 

application for payment;
(3) a member attains normal retirement age and has not made an 

application lor payment or elected to defer receipt of the account to a date later than 
normal retirement age;

i4» a member's beneficiary does not make an application for benefits 
and live Years ha\c elapsed since the members death;

(5) notwithstanding la) of this section, a participant v hose account has 
a balance of SI. 0(H) or less meets the requirements of AS 14.2vl 10, at which time the 

paiticip.ini must take payment ol the participant's account
(bi t he entire interest of a participant must be distributed or fffust begin to be 

distributed not later than trie member's required beginning date
id  If a member dies abcr the distribution of the member's interest Ins l egun 

bet belore the distribution has been completed, the renvmiirtg portion id’ the intflejf 
shall continue to be di iiribuicd at least as rapidly as under the mctho< ol distribution 
being used before the rnetnbei's death.
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(d) Ii' a member has made a distribution election and dies before the 
distribution of the member's interest begins, distribution of the member’s entire interest 
shall be completed by December 31 of the calendar year containing the fifth 
anniversary of ihe member's death. However, if any portion of the member's interest 

is payable to a designated beneficiary, distributions may be made over the life of the 
designated beneficiary or over a period certain not greater than the life expectancy of 

the designated beneficiary, commencing on or before December 31 of the calendar 
year immediately following the calendar year in which the member died, and, if the 
designated beneficiary is the member's surviving spouse, the date distributions are 
required to begin may not be earlier than the later of December 31 of the calendar year
(1) immediately following the calendar year in which the member died, or (2) in which 
the member would have attained 70 1/2 years of age, whichever is earlier. If the 

surviving spouse dies after the member but before payments to the spouse have begun, 
the provisions of this subsection apply as if the surviving spouse were the member. 
An amount paid to a child of the member shall be treated as if it were paid to the 
surviving spouse if the amount becomes payable to me surviving spouse when the 

child reaches the age of majority*
le) If a member has not mad? a distribution election before the member's 

death, the member's designated beneficiary must elect the mcthud of distribution not 
later than December31 of the calendar year ( I)  in which distributions would be 
required to begin under this section, or (2) that contains the fifth anniversary of the 
dale of death of the member, whichever is earlier. If the member does not base a 
designated beneficiary or if the designated beneficiaiy does not elect a method of 
distribution, distribution of the member s entire interest must be completed b\ 
December 31 of the calendar \ear containim: the fifth anniversary of the member's 

death
(I) ) or purposes of (b) ot tlm section distribution ot a member's interest is 

considered to begin i l l  on the member’s required beginning Jute, or ( 'i M the 
designated beneficiary is the member's surviving spouse and the surviving spouse dies 
alter the member but before payments to the spouse have begun, on the date 
dhtributiou is inquired to begin to the surviving spouse. If di stribution in the lorm of
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an annuity irrevocably commences to the member before the required beginning date, 
the date distribution is considered to begin is the date that the distribution actually 

commences.
(g) Notwithstanding any contrary provisions of AS 14.25.310 - 14.25.590, the 

requirements of this section apply to all distributions of a member's interest and take 
precedence over any inconsistent provisions of AS 14.25.310 - 14.25.590.

(h) All distributions required under this section are determined and made in 
accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any minimum distribution incidental benefit requirement.
(i) In this section,

(1) "designated beneficiary" means the individual who is designated as 
the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 

adopted under that statute;
(2) "required beginning date" means the first day of April of the 

calendar year following the calendar year in which the member either attains 70 1/2 
years of age or actually terminates cm] oymcnt. whichever is later.

Sec. 14.25.450. Designation of beneficiary, (a) Each participant shall have 
the right to designate a beneficiary and shall have the right, at any time, to revoke the 
designation or to substitute another beneficiary, subject to the following limitation: if 
a married member elects a nonspouse beneficiary, the value of the benefit payable to 
the beneficiary may not exceed 50 percent of the member's portion of the account 
balance, and the member's spouse shall automatically be considered the beneficiary for 
the remaining 50 percent of the account balance, unless the spouse consents to the 
beneficiary designation in a writing that is notarized or witnessed by the administrator.
It the spouse consents in this manner, a married member may designate a nonspouse 
beneficiary tor the entire benefit Ar any portion of the benefit as part of an available 

form of payment contained in this plan
l l I  except to the extent a qnaiit.ed domestic relations order lilcu with 

the administrator provide:, for payment to a former spouse or other dependent of the 
member, or

(2) unless the member filed a icvocniion of beneficiary accompanied

WORK DRAFT WORK DRAFT 24-LS0637\C
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by a written consent to the revocation from the present spouse and each person entitled 
under the order; however, consent of the present spouse is not required if the member 
and the present spouse had been married for less than one year on the date of the 

member's death and if the member established when filing the revocation that the 

member and the present spouse were not cohabiting.
(b) Except as provided in (a) of this section, the member may change or 

revoke the designation without notice to the beneficiary or beneficiaries at any time. 
If a member designates more than one beneficiary, each shares equally unless the 
member specifies a different allocation or preference. The designation of a 
beneficiary, a change or revocation of a beneficiary, and a consent to revocation of a 
beneficiary shall be made on a form provided by the administrator and is not effective 

until filed with the administrator.
(c) If a member fails to designate a ben Iciary, or if no designated beneficiary 

survives the member, the death benefit shall be paid
(1) to the surviving spouse or. if there is none surviving;
(2) to the surviving children of the member in equal parts or, if Lhere 

are nc ic surviving;
(3) to the surviving parents in equal parts or, if there are none

surviving;
(4) to the estate.

(d) A person claiming entitlement to benefits payable under AS 14.25.310 - 
14.25.59U as a consequence of a member's death shall provide the administrator witii a 

marriage certificate, divorce or dissolution judgment. or other evidence ol entitlement. 
Documents establishing entitlement may be filed with the administrator immcdi.uely 
after a change in the members marital status. If the administrator does not receive 
notification of a claim bell re the date 10 days after the member’s death the person 
claiming entitlement is not in filled  to receive from the division of retirement and 
benefits any benefit already paid In the administrator.

Sec. 14.25.460. Rights under qualified domestic relations order, (a) 
Notwithstanding the nonalienation provisions in AS 14.25.500(u). the administrator 
may direct that benefits be paid to someone other than a member or beneficiary under

C S CSSH 141(1-IN) -24-
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a valid qualified domestic relations order that is executed by the judge of a competent
*

court in accordance with applicable state law and that has been accepted by the 

administrator.
(b) The administrator shall determine whether an order meets the requirements 

of this section within a reasonable period after receiving an order. The administrator 
shall notify ihe member and any alternate payee that an order has been received and 
indicate to the member and any alternate payee when the order is accepted. A separate 
account for the alternate payee portion shall be established as soon as administratively 

feasible after the order has b». accepted by the administrator.
Sec. 14.25.470. Eligibility to elect medical benefits, (aj A member is 

eligible to elect the medical benefits under AS 14.25.4S0 if the member
(1) has at least 30 years of sendee; or
(2) is 65 years of age and has at least 10 years of service.

Cb) A member's suniving spouse is eligible to elect medical benefits under 
AS 14.25.480 if the member had elected, or was eligible to elect, medical benefits at 

the lime of the member's death.
(c) A member shall elect or reject medical benefits on the forms and in the 

manner prescribed b\ the administrator. The decision to elect or reject benefits is 

irrevocable.
(d) Election of the retiree major medical insurance plan is not required in 

oider to elect participation in the health reimbursement arrangement.
(e) A person eligible to elect medical benefits is not required to participate n 

the health reimbursement arrangement in order to elect participation in the retiree 
major medical insurance plan.

(f) An eligible person shall make the irrevocable election to participate or not 
participate in the retiree maior medical insurance plan upon reaching 71) 1/2 years of 

age. or upon termination of employment, whichever h later.
Sec. 14.25.48(1. Medical benefits, tai The medical benefits available to 

eligible persons are access to the retiree major medical insurance plan and to the 
health n.imbur.semcnt arrangement under AS 3V30.30U Access to the retiree major 
medical insurance plan means that an eligible person may not be denied insurance
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coverage except for failure to pay the required premium.
(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse of the eligible 

member, and the dependent children of the eligible member.
(c) Retiree major medical insurance plan coverage elected by a surviving 

spouse of an eligible member under this section covers the surviving spouse and the 
dependent children of the eligible member who are dependent on the surviving spouse.

(d) Major medical insurance coverage takes effect on the first day of the 
month following the date of the administrator's approval of the election and stops 
when the person who elects coverage dies or fails to make a required premium 

payment.
(e) The coverage for persons 65 years of age or older is the same as that 

available for persons under 65 years of age. The benefits payable to those persons 65 
years of age or older supplement any benefits provided under the federal old age, 

survivors and disability insurance program.
(1) The medical and optional insurance pren wed by the person who

elects coverage may be deducted from the health re inn ;nt arrangement. If the
amount of the health reimbursement arrangement becomes insufficient to pay the 
premiums, the person who elects coverage under (a; of this section shall pay the 
premiums directly.

(g) The cost of premiums for retiree major medical insurance coverage for an 

eligible member or surviving spouse who is

(A) 30 percent if the member had 10 or more, but less than 15. 
years of service;

(13) 25 percent if the member had 15 or more, but less than 20, 
year! of service;

(Q  20 percent if the member had 20 or more, but less than 25,

(1) not eligible for Medicare is an amount equal to the lull monthly 
group premiums for retiree major medical insurance coverage;

(2) eligible for Medicare, is the following percentage of the premium 
amounts established for retirees who are eligible for Medicare*
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years of service:
(D) 15 percent if the member had 25 or more, but less than 30, 

years of service;
(E) 10 percent if the member had 30 or more years of service.

(h) Tlie eligibility for retiree major medical insurance coverage for an 
alternate payee under a qualified domestic relations order shall be determined based 
on the eligibility of the member to elect coverage. Tlie alternate payee shall pay the 
full monthly premium for retiree major medical insurance coverage.

(i) A person who is entitled to retiree major medical insurance coverage shall
(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retired 
members may be different from the health insurance coverage provided to 

employees;
(B) of time limits for selecting optional health insurance 

coverage and whether the election is irrevocable: and
(2) indicate in writing on a form provided by the administrator that the 

person has received the information required by this subsection and whether the 
person has chosen to receive optional health insurance coverage.

(j) The monthly group premiums for retiree major medical insurance coverage 
are established by the administrator in accordance with AS 39,30.095. Nothing in 
AS 14.25.310 - 14.25.590 guarantees a person who elects coverage under (a) of this 
section a monthly group premium rate for rc*tircc major medical insurance coverage 

other than the premium in effect for the month in which the premium is due for 
coverage for that month.

(k) In this section, "health reimbursement arrangement" means the plan 
established in AS 39.30.300.

See. 14.25.490. Amendment and termination of plan, (a) I lie Mate liâ  the 
right to amend the plan at any time and from lime to lime, in whole or in part, 
including the right to make retroactive amendments referred lo in 26 U.S.C 4ul(bj,

(b) The plan administrator may not modify or amend the plan retroactively in 
such a manner as to reduce the benefits of any member accrued to date under the plan
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by reason of contributions made before the modification or amendment except to tb . 
extent that the reduction is permitted by the Internal Revenue Code.

(c) The state may, in its discretion, terminate the plan in whole or part at any 
time without liability for the termination. If the plan is terminated, all investments 
remain in force until all individual accounts have been completely distributed under 
the plan. and. after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because of a mistake of 
fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.
See. 14.25.5(10. Exclusive benefit; refunds; credits of unvested amounts,

(a) The coipus or income of the assets held in trust as required by the plan may not be 
diverted or used for other than the exclusive benefit of the participants.

(b) Notwithstanding (a) of this section, employer contributions to employee 
individual accounts, and any related earnings, in which terminated employees have not 
vested shall be credited back to the employer that made the contributions.

(c) If plan benefits are provided through the distribution of annuity or 
insurance contracts, any refunds or credits in excess of plan benefits due to dividends,, 
earnings, or other experience rating credits, or surrender or cancellation credits, shall 
be paid to the trust fund.

(d) The assets of the plan may not be used to pay premiums or contributions of 

the employer under another plan maintained by the employer.
Sec. 14.25.510. Nonguarantee of returns, rates, or benefit amounts. The 

plan created by AS 14.25.310 - 14.25.590 is a defined contribution plan, not a defined 
benefit plan. The amount of monev in the account of a participant depends on the 
amount of contributions and the iatc of return from investments of the account that 
\aries over time. If benefits are paid in the iorin of an annuity, the benefit amount 

payable h dependent on the amount of money in the account and the interest utes 
applied and service fees charged Jh\ the annum] payor at the time benefits are first 
paid. Nothing m dll', plan guarantees a participant

(1) a rate ol return or interest rate other than that actually earned by the 
account pi the participant, less applicable administrative expenses; or
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(2) an annuity based on inte.est rales or service charges other than 
interest rates available from and seivice charges by the annuity payor in effect at the 
time the annuity is paid.

Sec. 14.25.520. Nonguarantce of employment. The provisions of 

AS 14.25.310 - 14.25.590 are not a contract of employment between an employer and 
an employee, nor do they confer a right of an employee to be continued in the 

employment of an employer, nor are they a limitation of the right of an employer to 
discharge an employee with or without cause.

Sec. 14.25.530. Fraud. A person who knowingly makes a false statement or 
falsifies or permits to be falsified a record of this plan in an attempt to defraud the plan 

is guilty of a class A misdemeanor.
Sec. 14.25.540. Transfer into defined contribution retirement plan by 

nonvested members of defined benefit retirement plan, (a) Subject to (g) of this 
section, an active member of the defined benefit retirement plan of the teachers’ 
retirement system is eligible to participate in the defined contribution retirement plan 
established under AS 14.25.310 - 14.25.590 if that member has not vested. 
Participation in the defined contribution retirement plan is in lieu of participation in 
the defined benefit retirement plan established under AS 14.25.009 - 14.25.220.

(b) A member who has vested in a defined benefit retirement plan is not 

eligible to transfer under this section.
(c) flach eligible member who elects to participate in the defined contribution 

retirement plan shall have transferred to a new account the present value of the 
member contribution account balance held in trust for the member under the defined 
benefit retirement plan of the teachers' retirement system. A matching employer 
contribution shall be made on behalf of that employee to the new account. L'pon a 
tiansfcr. all service credit previously earned under the defined benefit retirement plan 
shall be nullified for purposes of entitlement to a future benefit under the defined 
benefit rcfircment plan but shall be credited lor purposes of eligibility to elect medical 
benefits under AS 14.25.470. An eligible member whose accounts are subicct to a 
qualified domestic relations order may not make an election to participate in the 
defined contribution retirement plan under this subsection unles the qualified
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domestic relations order is amended or vacated and court-certified copies of the order 

are received by the administrator.
(d) As directed by the participant, the board shall transfer c, cause to be 

transferred the appropriate amounts to the designated account The board shall 
establish transfer procedures by regulation, but the actual transfer may not be later 
than 30 days after the effective date of the member's participation in the defined 

contribution retirement plan unless the major financial markets for securities available 
for a transfer arc seriously disrupted by an unforeseen event that also causes the 
suspension of trading on any national securities exchange in the country where the 
securities were issued. In that event, the 30-day period of time may be extended by a 
resolution of the board of trustees. Transfers are not commissionable or subject to 
other fees and may he in the form of securities or cash as determined by the board. 

Securities shall be valued as of the date of receipt in the participant's account.
(e) If the board or the administrator receives notification from the United 

States Department of the Treasury. Internal Revenue Sendee, that this section or a 
portion of this section will cause the retimnient system under this chapter, or a portion 
of the retirement system under this chapter, to be disqualified for tax purposes under 
the Internal Revenue Code, the portion that will cause the disqualification does not 

apply, and the board and the administrator shall notify the presiding officers of the 

legislature.
(!) The election to participate in the defined contribution retirement plan must 

be made in writing on forms and in the manner prescribed by the administrator. 
Before accepting an election to participate in the defined contribution retirement plan, 
the administrator must provide the employee planning on making an election to 
participate, in the defined contribution retirement plan with information, including 
calculations to illustrate the effect of moving the employee's retirement plan from the 
defined benefit retirement plan to the defined contribution retirement plan a> well as 
other information to clearly inform the employee of the potential consequences otThe 
employee's election. An election made undci this subsection to purticipak m the 
defined contribution retirement plan is irrevocable. Upon ir ’ mg the election, the 
participant shall be "moiled as a member of the defined contribution retirement plan.
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the member's participation in the plan shall be governed by the orovisions ol' 
AS 14.25.310 - 14.25.590. and the member's participation in the defined benefit 
retirement plan under AS 14.25.009 - 14.25.220 shall terminate. The participant's 
enrollment in the defined contribution retirement plan shall be effective the first day of 

the month after the administrator receives the completed enrollment forms, An 
election made by an eligible member who is married is not effective unless the 

election is signed by the individual's spouse.
(g) A member may make an election under tin's section only if the member's 

employer participates in both the defined benefits retirement plan and the defined 
contribution retirement plan and consents to transfers under this; section. The 
employer shall notify the administrator if the employer consents to allowing the 
employer's members to choose to transfer from the defined benefits retirement plan to 

the defined contribution retirement plan under this section. An employer's notice to 
allow transfers is irrevocable and applicable to all eligible employees of the employer

(h) In this section.
(If "defined benefit retirement plan" means the retirement plan 

established in AS 14.25.0U9- 14.25.220;
(2) "delined contribution retirement plan" means the retirement plan 

established in AS 14.25.310 - 14.25.590.

Sec. 14.25.550. Membership in teachers' and public employees' 
retirement systems. A person who is employed at least half-time m the public 
employees' defined contribution retirement plan (AS 39.35.700 - 3lJ.35.l)()0) during the 
same period that the person is employed at least hall*lime in a position in the teachers' 
defined contritnilion retirement plan (AS 14.25.310 - 14.25.590; shall receive credited 
service under caeh plan for half time employment. However, the amount of credited 
service a person receives under the public employees' defined contribution ret.-emmt 
plat during a school year mav not exceed the amount necessary, v.iien udded to the 
aim ant ol credited service earned during the school sear under the teachers' defined 
contribution retirement plan, to ei|u d one >earot credited service

Sec. 14.25.561). Legislators who have been teachers, (a) \ state legislator 
who was an active member of the delincd conltibution plan under other .sections of
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AS 14.25.310 - 14.25.590 within the 12 months immediately preceding election to 
office may, subject to the requirements of (b) of this section, elect to be an active 
member of the teachers' defined contribution retirement plan for as long as the slate 
legislator serves continuously as a state legislator if. within 90 days after taking the 

oath of office,
(1) the slate legislator directs the employer in writing to

(A) pay into this plan the employei contributions required for a 

member under AS 14.25.310-14.25.590; and
(13) deduct from the state legislator’s salary and pay into tiiis

plan
(i) the employee contributions required for a member 

under AS 14.25.310- 14.25.59J; and
(ii) an amount equal to the difference between the total 

employer and state contributions required for a member under 
AS 14.25.310-14.25.5^0 and the employer contributions that would be 
required under the public- employees' defined contribution retirement 
plan (AS 39.35.700 - 39.35/190) if the legislator were covered under 

that plan; and
(2) notice :s given the administrator in writing.

(b) A state legislator is not entitled to elect membership under fa) of th/ 

section if the state legislator's covered for the same period of service under the public 
cmplovecs' defined contribution retirement plan (AS 39.35.7(10 - 39.35.990). \n 
election of membership under (a) of this section is retroactive to the date the state 
legislator took the oath of office. A state legislator may not receive membership credit 
under ta) of this section for legislative service performed before the legislative session 
during winch the state legislator elected ibership under (a) of this section. In order 
to continue in membership service under (at of this section, the stale legislator n u.st 
earn at least 0.3 wars of membership srp-ice under other sections of AS 14.25.310 -
14.25.590 during each fi-.c-\car period.

Sec. 14.25.570. Participation by National education Association 
employees. An employee or former employee of the National rdoeation Assoekttion
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of Alaska may participate in the teachers' defined contribution retirement plan under 
AS 14.25.310 - 14.25.590 if the employee or former employee possesses or is eligible 

to possess a teacher certificate under AS 14.20.020.
See. 14.25.580. Participation by Special Education Service Agency 

employees. An employee of the Special Education Service Agency may participate in 
the system under this chapter if the employee possesses or is eligible lo possess a 

teacher certificate under AS 14.20.020.
Sec. 14.25.590. Definitions. In AS 14.25.310 - 14.25.590, unless the context 

requires otherwise,
( 1) "administrator" has the meaning given in AS 14.25.220;
(2) "alternate payee" means a person entitled lo a portion of the 

distribution from an individual account under a qualified domestic relations order;
(3) "annuitant" means a member, beneficiary or alternate payee who is 

receiving a bcnein under this plan:
(4) "beneficiary" means the person or persons entitled to receive 

benefits that may be due from the plan upon the death of the member or alternate 

payee;
(5) "board" has the meaning given in AS 14.25.220;
(6) "calendar year" has the meaning given in AS 39.35.680;

(7) "compensation"
(A) means

(i) the total remuneration earned by an employee for 
personal services rendered, including cost-of-living differentia's, as 
reported on the employee's federal Income Tax Withholding Statement 
(Form W-2) from the cmploj er for the calendar year;

tin th' mcmlvM contribution to the teachers'ret. mcnt 
system under AS 14.25.340;

fB) does not include retirement benefits, severance pay or other 
separation bonuics, welfare benefits, per diem, expense allowances, workers' 
compensation pavments, payments lor leave not used whether those ic.tve 
payments are scheduled payments, lump-sum payments, donations, or ca.sh-ins,
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any remuneration contributed by the employer for or on account of the 
employee under this plan or under any other qualified or nonqualified 
employee benefit plan, any remuneration not specifically included above 
which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 
Code) if the employer had remained in the federal Social Security System, or 

any remuneration paid by the employer in excess of the Social Security 

Taxable Wage Base tor the calendar year;
(C) notwithstanding (B) of this paragraph, includes any amount 

that is contributed by the employer under a salary reduction agreement and that 
is not includible in the gross income of the employee under 26 LLS.C. 125, 
152(f)(4), 402(e)(3), 402(h)(1)(B) or 403(b) (Internal Revenue Code); the 
annual compensation limitation for the member, which is so taken into account 

for those purposes, may not exceed $200,000, as adjusted for the cost of living 
in accordance with 26 U.S.C. 401(a)(17)(B) (Internal Revenue Code), with the 
limitation for a fiscal year being the limitation in effect for the calendar year 
within which the fiscal year begins;

(8) "dependent child" has the meaning given in AS 14.25.220;
(9) 'distribution commencement dale" has the meaning given in 

AS 14.25.440(a);
(10) "employer" leans a public school district, the Board of Regents 

of the University of Alaska, the Department of Education and Early Development, the 
National Education Association of Alaska, the regional resource centers, or the slate 
legislature with respect to a state legislator who elects membership under 

AS 14 25.5oO.
(11) "fund" means the assets of the plan;
(12) "indi\idual account" means the total maintained by the j !an In an 

investment acu uni within the trust fund, established lor each member for the purposes 
of alloea’ion of the member’s contributions, employer eontribuiions on behalf of the 
member, and earri ngs credited to each id’ those contributions,, inu ament gams and 
losses and expenses, as well as reporting of the member's benefit under the plan;

(13) "Interna! Revenue Code" has the meaning given in AS 14 25.221J
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(14) "investment funds" means those separate funds that arc provided 
within and that make up the trust fund and that are established for the purpose of 
directing investment through the exercise of the sole control of a membei, beneficiary, 

or alternate payee under the terms of the plan and trust agreement;
(15) "limitation year" means the year for which contributions are made 

to a member's individual account as reported to the Internal Revenue Service under the 

limits described in 26 U.S.C. 415(c);
(16) "member" means an employee of an employer or a former 

employee of an employer who retains a right to benefits under the plan;
(17) "membership service" means full-time or part-time employment 

with an employer in the plan;
(18) "normal retirement age" means 65 years of age;
(19) "participant" means the person who has a vested right to an 

individual account, such as a member, an alternate payee if the account is subject to a 
qualified domestic relations order, the member’s beneficiary if the member is 
deceased, or an alternate payee's beneficiary if the alternate payee is deceased;

(20) "plan" means the letirement benefit plan established under 

AS 14.25 310- 14.25.590;
(21) "prudent investment standard" means the degree of care, skill, 

prudence, and diligence under the circumstances then prevailing that a prudent person 
acting 'n a like capacity and familiar with such matters would use in the conduct of an 

enterprise of a like character and with like aims;
(22) "qualifier! domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order apprising a prorert> 
settlement, that

(A) creates or recognizes tne existence ot an alternate payee's 
right to, or assigns to an alternate pa\ee the right to. receive all or a portion ot 
the individual account, or the benefits payable with respect to a member;

(B) sets out the name and last known mailing uddrcss. if au\. of 
the imnibei and of each alternate payee covered bv the order;

(C ) seu out the amount or percentage of the member's benefit.

•35-
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or of any survivor's benefit, to be paid to the alternate payee, or sets out the 
manner in which that amount or percentage is to be determined;

(D) sets out the number of payments or period to which the

order applies;
(E ) sets out the retirement plan lo which the order applies;
(F) does not require any type or form of benefit or any option 

not otherwise provided by AS 14.25.310 - 14.25.590;
(G) does not require an increase of tancfits in excess of the 

amount provided by AS 14.25.310 - 14.25.590; and
(II) does not require the payment, to an alternate payee, of 

benefits that are required to be paid to another alternate payee under another 
order previously determined to be a qualified domestic relations order;

(23) "retiree" means an eligible person who has elected to receive the 

medical benefits under AS 14.25.480;
(24) "retirement fund" or "fund" means the fund in which the assets of

the plan, including income and interest derived from the investment of money, are
deposited and held.

175) "school year" has the meaning given in AS 14.25.220;
(26) "system" has the meaning given in AS 14.25.220;
(27) "teacher" and "member" are used interchangeably under

AS 14.25 310 - 14.25.590 and mean a person eligible to participate in the plan and

who is covered by the plan, limited to
(A) a certificated full-time or part-time elementary or 

secondary teacher, a certificated sehool muse, or a certificated person in a 
position requirng a teaching certificate as a condition of employment in a 
public sehool of the state, the Department of Education and Early 
1 )ovclopment. m the Department of Labor and Worklorce Development;

(B) a full-time or part-time teaeher of the Cniversity of Alaska 
or a person occupying a lull-time administrative position at the University ol 
Alaska that requires acadumc standing; the approval of the administrator must 
be obtained before an administrative position qualifies lor membership in the
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plan: however, a leacher or administrative person at the university who is 
participating in a university retirement program under AS 14.40.661 - 

14.40.799 is not a member under this plan;
(28) "year of service" means service during the dates set for the school 

year: partial-year service credit is given for membership service as follows:
(A) during any school year,

(i) less than nine days, no credit;
(ii) nine days or more but less than 27 days, 0.1 years;
(iii) 27 days or more but less than 45 days. 0.2 years;
(iv) 45 days or more but less than 63 days, 0.3 years;
(v) 63 days or more but less than 81 days, 0.4 years;
(vi) 81 days or more but less than 100 days, 0.5 years;
(vii) 100 days or more but less than 11S days, 0.6 years;
(viii) 118 days or more but less than 136 days, 0.7

years:
(ix) 136 days or more but less than 154 days, 0.8 years;
(x) 154 days or more bui less than 172 days, 0.9 years;
(xi) 172 days or more, 1.0 years;

(B) service performed on a part-time basis of half time or more 
shall be credited in proportion to the amount of credit that would have been 

received for service performed on a full-time basis.
* Sec. 30. AS 14.40.280(c) is amended to read:

(c) Except as provided by (b) of this section, the monetary gills, bequests, or 
endowments that are made to ihe University of Alaska shall be managed and invested 
by the Board of Regents. In carrying out its management and investment 
responsibilities under this subsection, the Board of Regents has the same power and 
obligations to carry out duties with respect to the endowments of the University of 
Alaska as are provided to and required of the Alaska Retirement Management 

|STATI- PENSION 1NVESTMFNTI Boatd under AS 37.111.21(1 IAS 14.25.180J.
* Sec. 31. AS 14.40.400(b) is amended to read'

(b) The Board of Regents i\ the fiduciary of the fund. The Board ul Regents

WORK DRAFT WORK DRAFT 24-LS0637\C
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shall account for and invest the fund. In carrying out its investment responsibilities 
under this subsection, the Board of Regents has the same powers and duties with 
respect to the fund as are provided to and required of the Alaska Retirement 
Management [STATE PENSION INVESTMENT] Board under AS 37.10.210 

[AS 14.25.180].
* Sec. 32. AS 14.40.661 is amended to read:

Sec. 14.40.661. Authority of board, (a) The board may establish and 
maintain [AN OPTIONAL] university retirement programs [PROGRAM] for 
eligible employees in which retirement, health, and death benefits are provided 
through the purchase of annuity contracts, either fixed, variable, or a combination of 
fixed and variable. Participation in a university retirement [THE] program is in 
place of participation in a state retirement system. The university may establish 
retirement programs for new employees in a participating position at anv time. 

Retirement programs mav be optional or mandatory.
(b) The board shall

(1) provide for the administration of the retirement programs 

[PROGRAM], including procedures for resolving complaints from participating 

employees;
(2) designate the company or companies to which payment of the 

contributions required under AS 14.40.691 may be made, after considering the
(A) nature and extent of the rights and benefits that the 

contracts will provide to employees who elect to participate and to their 

beneficiaries;
(B) relation of the contractual rights and benefits to the 

contributions to be made under AS 14.40.661 - 14.40.799;
(C) suitability of the contractual rights and benefits to the needs

and interests of employees who [ELECTING TO] participate and to the
interest of the university in the employment and retention of employees:

(Dj ability of the designated company or companies to provide 
rights and benefits under the contracts; and

(E) efficacy of the contracts in the recruitment and retention of
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faculty and administrators;
(3) take other actions required to ensure that the retirement programs 

comply with applicable provisions of 26 U.S.C. 401 - 417 [PROGRAM 
QUALIFIES AS A QUALIFIED TRUST UNDER 26 U.S.C. 401(a)] (Internal 

Revenue Code).
* Sec. 33. AS 14.40.661 is amended by adding a new subsection to read:

(c) The university retirement programs established under this section are not 
subject to bargaining under AS 23.40.070 - 23.40.260 (Public Employment Relations 

Act).
* Sec. 34. AS 14.40.671 (b) is amended to read:

(b) An election under (a) of this section lo participate in a university 
retirement [THE] program is irrevocable. The election shall be made in writing on a 
form provided by the board and approved for the state by the commissioner of 
administration. The form must be filed with the university not [BOARD NO] later 
than 30 days after the date on which the employee is notified hv the university that 
the employee is [FIRST BECOMES] eligible to participate in tne program. A copy of 
the form shall be delivered to the appropriate state retirement system. The election 
becomes irrevocable on the date ;t is received by the board.

* Sec. 35. AS 14.40.671(c) is amended to read:
(c) Participation in a university retirement [THE ELECTION TO 

PARTICIPATE IN THE] program constitutes a waiver of all rights and benefits under 
the state retirement systems earned on or after the effective dale of the election if the 
participation is optional, or the effective date of the participation if tlie 
participation is mandatory, and while tlie employee is participating in a university 
retirement [THE] program.

* See. 36. AS 14.40.671(d) is amended to read:
(d) Except as provided in (e) of this section, if a nonvested member of a state 

retirement system participates [ELECTS TO PARTICIPATE] in a university 
retirement [THE) program, the employee may choose to transfer the amount in the 
employee's contribution account to a university retirement |T11E] program. If the 
employee chooses lo transiur the account, the appropriate state retirement system shall

WORK DRAFT WORK DRAFT 24-LS06371C
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pay to the university on behalf of the employee an amount equal to the balance in the 
account. The payment must be made within 45 days after notice of the employee's 

decision to transfer the employee's contribution account to a university 
retirement program [THE ELECTION] is received; by the state retirement system. 
The financial officer of the university shall [IMMEDIATELY] pay the amount 
received to the designated company or companies for the benefit of the employee as 
soon as possible. Ari employee who transfers assets under *his subsection may not 
reclaim the corresponding service in the state retirement system if the employee is 

reemployed under the state retirement system.
* Sec. 37. AS 14.40.671(e) is amended to read:

(e) An employee whose rights to transfer assets out of a state retirement 
system are subject to a qualified domestic relations order is entitled to transfer assets 
from the state retirement system to a university retirement [1 HE] program only il 
the requirements for receiving a refund under AS 14.25.150(b). 14.25.360, [OR] 

AS 39.35.200(c), or 39.35.760, as appropriate, are met.

* Sec. 3S. AS 14.40.671(f) is amended to read:
(0 If a vested member of a state retirement system participates [ELECTS TO 

PARTICIPATE] in a university retirement [THE] program, the employee ceases to 
be an active member of the state retirement system on the effective date of the 
participation in a university retirement [THE] program. The employee retains all 

benefits accrued in the stale retirement system

* See. 39. AS 14.40.671(g) is amended to read:
(g) An employee who docs not [ELECT TO] participate in :i university 

retirement [THE] program under this sect’on becomes or remains a member of the 

appropriate state retirement system.
- Sec. 40. AS 14.40.671 is amended by adding new subsections to r :ad:

(h) Notwithstanding (a) of this section, the university may establish a 
mandatory retirement program for new employees.

(i) Notwithstanding (b) of this section, the university may offer an employee 
who made an election not to participate in an optional university retirement program at 
the time the employee was eligible to participate in the program an option to enroll in

WORK DRAFT WORK DRAFT 24-LS0637\C
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a different university retirement program first established by the university after the 

effective date of this subsection.
* See. 41. AS 14.40.681 is amended to read:

See. 14.40.681. Retirement system membership. An [ELIG IBLE] employee 
participating [ELECTING TO PARTICIPATE] in a university retirement [THE] 
program may not participate in a state retirement system during the time the employee 

is employed in a participating position. If the employee is later employed in position 
covered by a state retirement system that is not a participating position, the employee 
may not continue to participate in a university retirement [THE] program and shal 
begin to participate in the state retirement system.

* See. 42. AS 14.40.691(c) is amended to read:
(c) The board may specify that contributions required by this section are made 

by a reduction in salary under 26 U.S.C. 403(b) or 26 U.S.C. 414(h)(2) (Internal 

Revenue Code).

* Sec. 43. AS 14.40.701 is amended to read:
Sec. 14.40.701. Benefits. Payment of benefits to participants of the program 

is the responsibility of the company or companies designated by the board and is not 
the responsibility of the board, the university, or the state. The benefits are payable to 
participants or their beneficiaries in accordance with the terms of the applicable 
retirement plan document [ANNUITY CONTRACT OR CONTRACTS. 

HOWEVER, RETIREMENT BENEFITS MUST BE PAID IN THE FORM OF A 
LIFETIM E INCOME. EXCEPT FOR DEATH BENEFITS, A SINGLE-SUM CASH 
PAYMENT IS NOT PERMITTED UNDER THIS SECTION],

* Sec. 44. AS 14.40.799(3) is amended to read:
(3) "contribution account" means the member contribution account 

under AS 14.25.1)09 - 14.25.220. the individual account under AS 14.25.310 - 

14.25.59(1, [AS 14.25 OR] the employee contribution account under AS 39.35.095 - 
39.35.680. or the individual account under AS 39.35.70(1 - 39.35.990 [AS 39.35], 

whichever is appropriate;
* Sec. 45. AS 14.40.799(5) is amended to read:

(5) "participating position" means a position that is a permanent

WORK DRAFT WORK DRAFT 24-LS0637\C
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position that is at least a .5 full-time appointment and is included in tlie applicable 
retirement plan document [AS

(A) A FACULTY APPOINTMENT; OR
(B) AN ADMINISTRATOR AND THE POSITION HAS 

BEEN DESIGNATED BY THE BOARD FOR INCLUSION IN THE 

PROGRAM];
* Sec. 46. AS 14.40.799(6) is amended lo read:

(6) "program" means a [THE OPTIONAL] university retirement

program;
* See. 47. AS 14.40.799 is amended by adding a new paragraph to read:

(8) "university" means the University of Alaska.
* Sec. 48. AS 22.25.048(c) is amended to read:

(c) The Alaska Retirement Management [STATE PENSION 
INVESTMENT] Board is the fiduciary of the fund and has the same powers and 
duties under this section in regard to the judicial retirement trust fund as are provided 

in AS 37.10.211) TAS 14.25.180].
* Sec. 49. AS 22.25.900(1) is amended lo read:

(1) "actuarial equivalent" means the adjustment necessary lo obtain 

equality in value of the aggregate expected payments under two different forms of 
pension payments, considering expected mortality and interest earnings on the basis of 

assumptions, factors, and methods specified in regulations issued under the system 
that are formally adopted [UNDER AS 22.25.027] by the Alaska Retirement 
Management Board [COMMISSIONER OF ADMINISTRATION] tha< clearly 
preclude employer discretion in the determination of the amount of any justice's, 

judge's, or member's benefit;
* See. 50. AS 26.05.226(a) is amended to read:

(a) The Department of Military and Veterans' Affairs shall contribute to the 
Alaska National Guard and Alaska Naval Militia retirement system the amounts 
determined by the Alaska Retirement Management Board (COMMISSIONER OF 

ADMINISTRA TION] as necessary to
(1) fund the system based on the actuarial requirements of the system
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as established by the Alaska Retirement Management Board [COMMISSIONER 

OF ADMINISTRATION]; and
(2) administer the system.

* Sec. 51. AS 26.05.228(c) is amended to read:
*c) The Alaska Retirement Management [STATE PENSION 

INVESTMENT] Board is the Fiduciary of the fund and has the same powers and 

duties under this section in regard to the fund as are provided under AS 37.10.220 

[AS 14.25.180].
* Sec. 52. AS 36.30.015(1) is amended to read:

(f) The board of directors of the Alaska Housing Finance Corporation, 
notwithstanding AS 18.56.088, and the board of directors of the Knik Arm Bridge and 
Toll Authority under AS 19.75.111, shall adopt regulations under AS 44.62 

(Administrative Procedure Act) and the board of trustees of the Alaska Retirement 
Management [STATE PENSION INVESTMENT] Board shall adopt regulations 
under AS 37.10.240 to govern the procurement of supplies, sendees, professional 
services, and construction for the respective public corporation and board. The 
regulations must reflect competitive bidding principles and provide vendors 
reasonable and equitable opportunities to participate in the procurement process and 
must include procurement methods to meet emergency and extraordinary 
circumstances. Notwithstanding the other provisions of this subsection, the Alaska 
Housing Finance Corporation, the Knik Ann Bridge and Toll Authority, and the 
Alaska Retirement Management [STATE PENSION INVESTMENT] Board shall 

comply with AS 36.30.170(b).
* Sec. 53. AS 36.30.990(1) is amended to read:

(1) "agency"
(A) means a department, institution, board, commission, 

division, authority, public corporation, the Alaska Pioneers' Home, the Alaska 
Veterans' Home, or other administrative unit of the executive branch of state 

government;
(Bj does not include

(i) the University of Alaska;
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(ii) the Alaska Railroad Corporation;
(iii) the Alaska Housing Finance Corporation;
(iv) a regional Native housing authority created under 

AS 18.55.996 or a regional electrical authority created under 

AS 18.57.020;
(v) the Department of Transportation and Public 

Facilities, in regard to the repair, maintenance, and reconstruction of 
vessels, docking facilities, and passenger and vehicle transfer facilities 

of the Alaska marine highway system;
(vi) the Alaska Aerospace Development Corporation;
(vii) the Alaska Reliremcnt Management [STATE 

PENSION INVESTMENT] Board;
(viii) the Alaska Seafood Marketing Institute;

* Sec. 54. AS 37.10.071(d) is amended to read:
(d) In exercising investment, custodial, or depositor}' powers or duties under 

this section, the fiduciary or the fiduciary's designee is liable for a breach of a duty 
that is assigned or delegated under this section, or under [AS 14.25.180.J 
AS 14.40.255, 14.40.280(c), 14.40.400(b), AS 37.10.070, AS 37.14.110(c), 37.14.160, 

nr 37.14.170 [, OR AS 39.35.080]. However, the fiduciary or the designee is not 
liable for a breach of a duty that has been delegated to another person if the delegation 
is prudent under the applicable standard of prudence set out in statute or if the duty is 
assigned by law to another person, except to the extent that the fiduciary or designee

(1) knowingly participates in, or knowingly undertakes to conceal, an 
act or omission of another person knowing that the act or omission is a breach of that 

person's duties under this chapter;
(2) by failure to comply with this section in the administration of 

specific responsibilities, enables another person to commit a breach of duly; or
(3) has knowledge of a breach of duty by ano-.ier person, unless the 

fiduciary or designee makes reasonable efforts under the circumstances to remedy ihe 
breach.

* Sec. 55. AS 37.10.071(f) is amended to read:
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(f) In this section, "fiduciary of a state fund" or "fiduciary" means
(1) the commissioner of revenue for investments under AS 37.10.070;

or
(2) with respect to the Alaska Retirement Management [STATE

PENSION INVESTMENT] Board, lor investments of the collective funds that it 
manages and administers [UNDER OR SUBJECT TO AS 14.25. ISO],

investments noL subject lo [AS 14.25.1 SO OR] AS 37.10.070.
* Sec. 56. AS 37.10.210 is repealed and reenacted lo read:

Sec. 37.10.210. Alaska Retirement Management Board, (a) The Alaska 
Retirement Management Board is established in the Department of Revenue. The 
board's primary mission is to serve as the trustee of the assets of the state's retiremenl 
systems, the State of nlaska Supplemental Annuity Plan, mo the deferred 
compensation program for state employees. Consistent with standards of prudence, 
the board has the fiduciary obligation to manage and invest these assets in a manner 
that is sufficient to meet the liabilities and pension obligations of the systems, plan, 
and program. The board may, with the approval of the commis. .er of revenue and 
upon agreement with the responsible fiduciary, manage and invest other slate funds so 
long as the activity does not interfere with the board's primary mission. In making 
investments, the board shall exercise the powers and duties of a fiduciary of a state 

fund under AS 37.10.071.
(b) The Alaska Retirement Management Board consists of nine trustees. The 

commissioner of administration and the commissioner of revenue shall serve on the 
board. The governor shall appoint seven additional trustees who meet the eligibility 
requirements for an Alaska permanent fund dividend and who are professionally 
credentialed or have recognized competence in investment management, finance, 
banking, economics, accounting, pension administration, or actuarial analysis as

(A) each trustee who serves on the board of trustees; and
(B) any other person who exercises control or authority wit.’' 

respect to management or disposition of assets for which the b >ard i
responsible or who gives investment advice lo the board; or

(3) the person or body provided by law to manage the investments fo
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follows:
(1) three trustees shall be appointed from the general public; a trustee 

appointed under this paragraph may not hold another state office, position, or 
employment and may not be a member or beneficiary of a retirement system managed 

by the board;
(2) one trustee shall be employed as a finance officer for a political 

subdivision participating in the public employees' retirement system;
(3) one trustee shall be employed as a finance officer for a political 

subdivision participating in the teachers' retirement system;
(4) one trustee shall be a member of the public employees' retirement 

system who may be selected from a list of nominees submitted by public employees' 

retirement system bargaining units;
(5) one trustee shall be a member of the teachers' retirement system 

who may be selected from a list of nominees submitted by teachers' retirement system 

bargaining units.
(c) The trustees, other than the two commissioners, shall serve for staggered 

terms of four years and may be reappointed to the board for a total of two consecutive
terms. A person who has served two consecutive terms may not be reappointed to the

&
board for at least one year.

(d) The governor may. by written notice to the trustee, remove a trustee for 
cause. After a trustee receives written notice of removal, the trustee may not 
participate in board business and may not be counted for purposes of establishing a 

quorum.
(c) A vacancy on the board of trustees shall be promptly filled. A person 

tilling a vacancy holds office for the balance of the unexpired term of the person's 
predecessor, and the balance of the unexpired term served is not included in the three- 
term limitation under (c) of this section. A vacancy on the board does not impair the 
authority of a quorum of the board to exercise all the powers and perform all the duties 
of the board,

(f) Five trustees constitute a quorum for the transaction of business and the 
exercise of the powers and duties of the board.
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(g) A trustee may not designate anothc' person to serve on the board in the 
absenc. die trustee.

(h) The board shall provide annual training to its members on the duties and 
powers of a fiduciary of a slate fund and other training as necessary to keep the 
members of the board educated about pension management and investment.

(i) The board shall elect a trustee to serve as chair and a trustee to serve as 
vice-chair for one-year terms. A trustee may be reelected to serve additional terms as 
chair or vice-chair.

* Sec. 57. AS 37.10 is amended by adding a new section to read:
Sec. 37.10.215. Attorney general. The attorney general is the legal counsel 

for the board and shall advise the board and represent it in a legal proceeding.

* Sec. 58. AS 37,10.220 is repealed and reenacted to read:
Sec. 37.10.220. Powers and duties of the board, (a) The board shall

(1) hold regular and special meetings at the call of the chair or of at 
least five members; meetings are open to the public, and the board shall keep a full 
record of all its proceedings;

(2) after reviewing recommendations from the Department of
Revenue, adopt investment policies for each of the funds entrusted to the board;

(3) determine the appropriate investment objectives for the defined 
benefit plans established under the teachers' retirement system under AS 14.25 and the 
public employees' retirement system under AS 39.35;

(4) provide a range of investment options and establish the rules by
which participants can direct their investments among those options with respect to
accounts established under

(A) AS 14.25.340 and 14.25.350 (teachers' retirement system 
defined contribution individual accounts);

(B) AS 39.30.150 - 39.30.180 (State of Alaska Supplementary
Annuity Plan);

(C) AS 39.35.730 - 39.35.750 (public employees' retirement 
system defined contribution individual accounts); and

(D) AS 39.45.010 - 39.45.060 (public employees' deferred
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compensation program);
(5) establish the rale of interest that shall be annually credited tc each 

member's individual contribution account in accordance with AS 14.25.145 and 
AS 39.35.100 and the rate of interest that shall be annually credited lo each member's 

account in the health reimbursement arrangement plan under AS 39.30.300 - 
39.30.495; the rate of interest shall be adopted on the basis of the probable effective 
rate of interest on a long-term basis, and the rale may be changed from time to time;

(6) adopt a contribution surcharge as necessary under AS 39.35.160(c);
(7) coordinate with the retirement system administrator b  have an 

annual actuarial valuation of each retirement system prepared to determine system 
assets, accrued liabilities, and funding ratios ■ 'd to certify to the appropriate 

budgetary authority of each employer in the system
(A) an appropriate contribution rate for normal costs; and
(B) an appropriate contribution rate for liquidating any past 

service liability;
(8) review annually the status of the retiree health insurance fund 

established for members of the defined contribution plans under AS 14.25.310 -
14.25.590 and AS 39.35.700 - 39.35.990 to ensure the medical cost rate established for 
employers under AS 14.25.350(b) and AS 39.35.750(b) is sufficient to fully fund the 
employers' required share of the premiums established for the retiree major medical 
insurance plan; the board shall notify the legislature immediately if the board 
determines the rates established by statute are insufficient;

(9) review actuarial assumptions prepared and certified by a member 
of the American Academy of Actuaries and conduct experience analyses of the 
retirement systems not less than once every four years, except for health cost 
assumptions, which shall be reviewed annually; the results of all actuarial assumptions 
prepared under this paragraph shall be reviewed a..d certified by a second member of 
the American Academy of Actuaries before presentation to the board;

(10) contrac' for an independent audit of the state's actuary not less 

than once every four years;
(11) contract for an independent audit ol’ the stale's performance
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consultant not less than once ever)' four years;
(12) obtain an external performance review to evaluate the investment 

policies of each fund entrusted to the board and report the results of the review to the 
appropriate fund fiduciary;

(13) by the first day of each regular legislative session, report to the 
governor, the legislature, and the individual employers participating in the state's 
retirement systems on the financial condition of the systems in regard to

(A) the valuation of trust fund assets and liabilities;
(B) current investment policies adopted by the board;
(C) a summary of assets held in trust listed by the categories of

investment;
(D) the income and expenditures for the previous fiscal year;

(E) the return projections for the next calendar year;
(F) one-year, three-year, five-year, and 10-year investment 

performance for each of the funds entrusted to the board; and
(G) other statistical data necessary for a proper understanding 

of the financial status of the systems;
(14) submit quarterly updates of the investment performance reports to 

the Legislative Budget and Audit Committee; and
(15) develop an annual operating budget.

(b) The board may
(1) employ outside investment advisors to review investment policies;
(2) enter into an agreement with the fiduciary of another slate fund in 

order to assume the management and investment of those assets;
(3) contract for other services necessary to execute the board's powers

and duties;
(4) enter into confidentiality agreements that would exempt records 

from AS 40.25.110 and 40.25.120 if the records contain information that could affect 
the value of investment by the board or that could impair the ability of the board to 
acquire, maintain, or dispose of investments.

(c) Expenses for the board and the operations of the board shall be paid from
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the retirement fund.
* Sec. 59. AS 37.10.250 is amended to read:

See. 37.10.250. Compensation of trustees. Trustees, other than trustees who 
are employees of the statej [OR] a political subdivision of the state, or a school 
district or regional educational attendance area in the state, receive an honorarium 

of S400 [$150] for each day spent at a meeting of the board or at a meeting of a 
subcommittee of the board or at a public meeting as a representative of the board. 
Trustees who are stale employees are entitled to administrative leave for service as a 
trustee. Trustees who are employees of a political subdivision of the state or a school 
district or regional educational attendance area in the state are entitled to leave 
benefits provided by their employers comparable to those provided to state employees 
for service as a trustee. Trustees are entitled to per diem and travel expenses 
authorized for boards and commissions under AS 39.20.180.

* See. 60. AS 37.10.270(a) is amended to read:
(a) The board mav [SHALL] appoint an investment advisory council 

composed of at least three and not more than five members. Members of the council 

shall possess experience and expertise in financial investments and management of 
investment portfolios for public, coiporate, or union pension benefit funds, 

foundations, or endowments.
* See. 61. AS 37.10.390 is amended to read:

Sec. 37.10.390. Definitions. In AS 37.10.210 - 37.10.390. unless the context 
otherwise requires,

(1) "board" means the board of trustees of the Alaska Retirement 

.Mnmmemcnt |STATE PENSION INVESTMENT] Board:
(2) "fund" means the fund or funds composed of the assets of each 

of the retirement systems administered and managed hv the hoard:
(3) "reeounized competence" means a minimum of 10 years' 

professional experience working or teaching in the field of investment 
iiiaiiaacmenl. finance. Iiankiii” . economies, aceountinji. pension administration, 

or actuarial analysis:
(4) "retin mcnt systems" or "systems" means the teach' rs* retirement
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system., the ' idicial retirement system, the Alaska Nationaj Guard and Alaska Nava] 
Militia retirement system, [AND] the public employees' retirement system, the State 
of Alaska teachers1 and public employees' retiree health reimbursement 
arrangement plan, and the elected public officers' retirement svstem under 

former AS 39.37.
* See. 62. AS 37.14.160 is amended to read:

See. 37.14.160. Duties of the commissioner of revenue. The commissioner 
of revenue is the treasurer of the trust fund created in AS 37.14.110 and shall

(1) in carrying out investment duties under this section, exercise the 
same powers and duties established for the Alaska Retirement Management [STATE 
PENSION INVESTMENT] Board in AS 37.10.210 [AS 14.25.180(c)];

(2) deposit the principal and income from investments in separate 

principal and income accounts for the fund;
(3) invest and maintain accounting records that distinguish between the 

principal and income of the fund;
(4) provide reports to the board established under AS 37.14.120 on the 

condition and investment performance of the fund.
* See. 63. AS 37.14.210(4) is amended to read:

(4) invest and reinvest the assets of the trust as provided in this section
and as provided for the investment of funds under [AS 14.25.1 ‘10(c) AND]
AS 37.14.170;

* See. 64. AS 37.14.520(4) is amended to read:
(4) invest and reinvest the assets of the fund as provided in this section

and as provided for the investment of funds under [AS 14.25.180(c) AND]
AS 37.14.1 70;

* Sec. 65. AS 37.14.610 is amended to read:
See. 37.14.610. Duties of the commissioner. The commissioner of revenue 

has the power and duty to
(1) act as official custodian of the cash and investments belonging to 

the Arctic Winter Games Team Alaska trust by securing adequate and safe custodial 
facilities;

WORK DRAFT WORK DRAFT 24-LS0637\C
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(2) exercise the same powers and duties as those established for the
Alaska Retirement Management [STATE PENSION INVESTMENT] Board in

AS 37.10.210 [AS 14.25.180(b) AND (c)];
(3) invest the assets of the trust in a manner likely to yield at least five 

percent real rate of return over time;
(4) maintain accounting records of the trust in accordance with 

investment accounting principles;
(5) enter into and enforce contracts or agreements considerec

necessary for the investment purposes of the trust;
(6) report annually to the board of directors of the Arctic Winter 

Games Team Alaska the condition and performance of the trust;
(7) monitor use of trust money by the Arctic Winter Games Team

Alaska; and
(8) do all acts that the commissioner of revenue considers necessary or 

proper in administering the assets of the trust.
* Sec. 66. AS 39.30.090(a) is amended to read:

(a) The Department of Administration may obtain a policy or policies of group 
insurance covering state employees, persons entitled to coverage under AS 14.25.16S, 
14.25.480, AS 22.25.090, AS 39.35.535. 39.35.880. or former AS 39.37.145, 
employees of other participating governmental units, or persons entitled to coverage 

under AS 23.15.136. subject to the following conditions:
(1) A group insurance policy shall provide one or more of the 

following benefits: life insurance, accidental death and dismemberment insurance, 
weekly indemnity insurance, hospital expense insurance, surgical expense insurance, 
dental expense insurance, audiovisual insurance, or other medical care insurance.

(2) Each eligible employee of the state, the spouse and the unmarried 
children chiefly dependent on the eligible employee for support, and each eligible 
employee of another participating governmental unit shall be covered by the group 
policy, unless exempt under regulations adopted by the commissioner of 
administration.

(3) A governmental unit may participate under a group policy if 
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(A) its governing body adopts a resolution authorizing 
participation, and payment of required premiums:

(B) a certified copy of the resolution is filed with the 
Department of Administration; and

(C) the commissioner of administration approves the 
participation in writing.

(4) In procuring a policy of group health or group life insurance as 
provided under this section or excess loss insurance as provided in AS 39.30.091, the 
Department of Administration shall comply with the dual choice requirements of 
AS 21.86.310, and shall obtain the insurance policy from an insurer authorized to 
transact business in the state under AS 21.09, a hospital or medical service corporation 
authorized to transact business in this state under AS 21.S7, or a health maintenance 
organization authorized to operate in this state under AS 21.86. An excess loss 
insurance policy may be obtained from a life or health insurer authorized to transact 

business in this state under AS 21.09 or from a hospital or medical sendee corporation 
authorized to transact business in this state under AS 21.87.

(5) The Department of Administration shall make available bid 
specifications for dcsiied insurance benefits or for administration of benefit claims and 
payments to (A) all insurance carriers authorized to transact business in this state 
under AS 21.09 and all hospital or medical service corporations authorized to transact 
business under AS 21.87 who are qualified to provide the desired benefits; and (B) to 
insurance carriers authorized to transact business in this slate under AS 21.09. hospital, 
or medical service corporations authorized to transact business under AS 21.87, and 
third-party administrators licensed to transact business in this state and qualified to 
provide administrative services. The specifications shall be made available at least 
once every five years. The lowest responsible bid submitted by an insurance carrier, 
hospital or medical service corporation, or third-party administrator with adequate 
servicing facilities shall govern selection of a carrier, hospital or medical service 
corporation, or third party administrator under this section or the selection of an 
insurance carrier or a hospital or medical service corporation to provide excess loss 
insurance as provided in AS 39.30.1)1)!.
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(6) If the aggregate of dividends payable under the group insurance 
policy exceeds the governmental unit's share of the premium, the excess shall be 

applied by the governmental unit for the sole benefit of the employees.
(7) A person receiving benefits under AS 14.25.110, AS 22.25. 

AS 39.35, or former AS 39.37 may continue the life insurance coverage that was in 
effect under this section at the time of termination of employment with the state or 

participating governmental unit.
(S) A person electing to have insurance under (7) of this subsection 

shall pay the cost of this insurance.
(9) For each permanent part-time employee electing coverage under 

this section, the state shall contribute one-half the stale contribution rate for permanent 
full-time state employees, and the permanent part-time employee shall contribute the 
other one-half.

(10) A person receiving benefits under AS 14.25. AS 22.25. AS 39.35, 

or former AS 39.37 may obtain auditory, visual, and dental insurance for that person 
and eligible dependents under this section. The level of coverage for persons over 65 
shall be the same as that available before reaching age 65 except that the benefits 
payable shall be supplemental to any benefits provided under the federal old age, 
survivors, and disability insurance program. A person electing to have insurance 
under this paragraph shall pay the cost of the insurance. The commissioner of 

administration shall adopt regulations implementing this paragraph.
(11) A person receiving benefits under AS 14.25. AS 22.25, AS 39.35, 

or former AS 39.37 may obtain long-term care insurance for that person and eligible 
dependents under this section. A person who elects insurance under this paragraph 
shall pay the cost of the insurance premium. The commissioner of administration 

shulI adopt regulations to implement this paragraph.
(! 21 Each licensee holding a current operating agreement for a vending 

facility under A S 24.l5.oiu • 23 15.210 shall be covered bs the group police that 

applies to governmental units other than the state.
* Sec. (»7. AS 39.30.095(dj is amended to read:

(J) 11 the commissioner of administration dcleimines that there is more money
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in the fund than the amount needed to pay premiums, benefits, and administrative 
costs for the current fiscal year, the surplus, or so much of it as the commissioner of 
administration considers advisable, may be invested by the commissioner of revenue 
in the same manner as retirement funds are invested under AS 37.10.210 and 
37.10.220 fAS 14.25.180],

* Sec. 68. AS 39.30.150(b) is amended to read:
(b) Employees of the division of marine transportation included in 

AS 39.35.095 - 39.35.680 [THE PUBLIC EMPLOYEES’ RETIREMENT SYSTEM] 
through the process of collective bargaining under AS 39.35.680(21 )(D) may, under 
the terms of a collective bargaining agreement, utilize contributions made under (a) of 
this section on their behalf to offset the costs of inclusion in the public employees' 
retirement system; however,

(1) the state is placed under no obligation to continue making 
contributions under this section if the state resumes participation in the federal social 
security system;

(2) the bargaining agreement must provide a mechanism for satisfying 
any residual liabilities that might exist if the slate resumes participation in the federal 
social security system; and

(3) funds contributed under (a) of this section on behalf of employees 
who .re not covered by maritime union contracts may not be obligated or expended to 

pay an\ costs associated with the inclusion of marine transportation cmphnecs in 
AS 39.35.1195 - 39.35.680 [THE PUBLIC EMPLOYEES' RETIREMENT SYSTEMJ.

* See. 69. AS 39.30 is amended by adding a new section to read:
Sec. 39.30.151. Administrator. The commissioner of administration or the 

commissioner's designee is the administrator of the plan described in AS -39.30.150 - 

39.30.180
" See. 70. AS .39.39 is jmenJed by adding a new section to road:

See. 39.30.154. Powers and duties id'the administrator, fill administrator 
has the same powers and duties with regard to the plan described in AS 39.30.150 * 
39,.3iri80 as those set out for the administrator of the teachers' retirement system in 
AS 14.25 0(J4.

*55-
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* Sec. 71. AS 39.30.155 is repealed and reenacted to read:
Sec. 39.30.155. Management and investment of fund. The Alaska 

Retirement Management Board is the fiduciary of the fund and has the same powers 
and duties under this section in regard to the fund as are provided under AS 37.10.210.

* Sec. 72. AS 39.30.160(a) is amended to read:
(a) The Department of Administration shall, in accordance with policies 

prescribed by regulations of the Alaska Retirement Management [PUBLIC 
EMPLOYEES RETIREMENT] Board, provide to employees for whom special 
individual employee benefit accounts are established under AS 39.30.150 the 
following benefit options:

(1) supplemental health benefits; [,J
(2) supplemental death benefits; [,]
(3) supplemental disability benefits; |,J and
(4) supplemental dependent care benefits.

* Sec. 73. AS 39.30.160(e) is amended to read:
(c) Regulations adopted by the board [PUBLIC EMPLOYEES 

RETIREMENT BOARD] implementing AS 39.30.150 and this section are not subject 

to AS 44.62 (Administrative Procedure Act).
* Sec. 74. AS 39.30.175(a) is amended to read:

(a) The board [ALASKA STATE PENSION INVESTMENT BOARD] is the 

fiduciary of the mandatory receipts, under AS 39.30.150(a). of the employee benefits 
program established under AS 39.30.150 - 39.30.180 and has the same powers and 
duties concerning the management and investment in regard to those receipts as art- 
provided under AS 37.10.210 IAS 14.25.180],

* Sec. 75. AS 39,30.180 is amended by adding a new paragraph to read:
(3j "board" means the board of trustees of the Alaska Retirement 

Management Board established un^Lr AS 37.10.210.
* Sec. 76. AS 39.30 is amended by adding new sections to read:

Article 5. Slate of Alaska Teachers' anil Public Employees1 Retiree Health 
Reimbursement Arrangement Plan.

Sec. 39.30.300. State of Alaska Teachers' and Public Employees' Retiree
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Health Reimbursement Arrangement Plan established. The Slate of Alaska 
Teachers' and Public Employees' Retiree Health Reimbursement Arrangement Plan is 
established for teachers who first become members of the defined contribution plan of 
the teachers' retirement system under AS 14.25.310 - 14.25.590 on or after July 1, 
2005, and employees of the state, political subdivisions of the state, and public 
organizations of the state who first become members of the defined contribution plan 
of the public employees' retirement system under AS 59.35.700 - 39.35.990 on or after 

July 1,2005.
Sec. 39.30.310. Purpose and effective date, (a) The purpose of the plan is to 

allow medical care expenses to be reimbursed from individual savings accounts 

established for eligible persons.
(b) The plan becomes effective July 1, 2005, at which time contributions by 

employers begin.
Sec. 39.30.320. Attorney general. The attorney general of the state is the 

legal counsel for the plan and shall advise the administrator and represent the plan in a 
legal proceeding.

Sec. 39.30.330. Administrator. The commissioner of administration or the 

commissioner's designee is the administrator of the plan.
Sec. 39.30.340. Powers and duties of the administrator. The administrator 

shall establish a teachers' and public employees' retiree health reimbursement 
arrangement plan trust fund in which the assets of the plan shall be deposited and held. 
The administrator has the same powers and duties with regard to the plan and the trust 

fund as provided in AS 14.25.004.
Sec. 39.30.350. Employer contribution fund. T he* fund established under 

AS .39.30.340 is an employer contribution fund. The value of the fund reflects 
employer contributions, expenses, and investment gains and losses. Employed 
contributions to the fund arc not permitted.

Sec. 39.30.360. Management and investment of the fund. I he Ala.ska 
Retirement Management Board is the fiduciary ol the fund and has the same powers 
and duties under this section in regard to the fund as are provided under AS 37 10,220.

Sec. 39.30.370. Contributions by employers, for each member of the plan,

*57-
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an employer shall contribute lo the teachers' and public employees’ retiree health 
reimbursement arrangement plan trust fund an amount equal to three percent of the 
employer's average annual employee compensation. The administrator shall maintain 
a record for each member to account for employer contributions on behalf of that 
member. The board shall establish by regulation die rale of interest to be applied 

annually to the amount in a member's individual account.
Sec. 39.30.380. Termination of employment. A person who terminates 

employment before meeting the eligibility requirements of AS 14.25.470 or 
AS 39.35.S70 loses any right to the contributions made on behalf of the person to the 
teachers' and public employees' retiree health reimbursement arrangement trust fund. 
If a person who has not met the eligibility requirements of AS 14.25.470 or 
AS 39.35.870 returns to employment with a participating employer within 10 years 

after the date of termination, the person's account balance shall be restored in the 
amount recorded on the date of termination from the trust, without interest or other 

adjustment.
See. 39.30.390. Eligibility and reimbursement. Persons who meet the 

eligibility requirements of AS 14.25.470 and AS 39.35.870 are eligible for 
reimbursements from the individual account established for a member under the plan.
A person who is the dependent child of an eligible member is eligible for 
reimbursements if the eligible member and surviving spouse have both died so long as 

the person meets the definition of dependent child.
Sec. 39.30.400. Benefits payable from the individual account. (a) The 

administrator may deduct the cost of monthly premiums from the individual account 
tor retiree major medical insurance on behalf of an eligible person who elected retiree 
major medical insurance under AS 14.25.480 or AS .39.3>.S80.

(hj I ’poll application of an eligible person, the administrator shall reimburse to 
the eligible person the costs for medical care expenses as defined in 2b 1 .S.C , 21 •'(J). 
Reimbursement is limited to the medical expenses of

(1) an eligible member, the spouse of an eligible member, and the 
dependent children oj an eligible member, or

(2) a surviving spouse ami the dependent children of an eligible
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member dependent on the surviving spouse.
(c) When the member's individual account balance is exhausted, the insurance 

premium deductions under (a) of this section and the reimbursement of medical care 

expenses under (b) of this section end.
(d) If all eligible persons die before exhausting the member's individual 

account, the account balance shall revert to the plan.
Sec. 39.30.410. Exemption from taxation and process, (a) Contributions 

and other amounts held in the plan on behalf of a member or other person who is or 
may become eligible for benefits under the plan may be used only to reimburse 
eligible medical expenses, are exempt from Alaska state and municipal taxes and 
federal taxes to the extent allowed under the Internal Revenue Code, and arc not 
subject to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, or 
charge of an)’ kind, either voluntary or involuntary, before they are received by the 
person entitled to the amount under the terms of the plan. Any attempt to anticipate, 
alienate, sell, transfer, assign, pledge, encumber, charge, or otherwise dispose of any 
right to amounts accrued in the plan is void. However, a member's right to receive 

benefits may be assigned
(1) under a qualified domestic relations order; or
(2) to a trust or similar legal device that meets the requirements for a 

Medicaid-qualifying trust under AS 47.07.020(f) and 42 LhS.C. 1396p(d)(4).
(b) Notwithstanding AS 09.38.065, contributions and other amounts held in 

the plan and benefits payable under this plan are exempt from garnishment, execution, 

or levy.
Sec. 39.30.420. Amendment and termination of plan, (a) The state has the 

right to amend the plan at any time and trom time to time, in whole or in part, 
including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(h) The plan administrator may not modify or amend the plan retroactively in 
such a manner as to reduce the benefits of any member accrued to date under the plan 
by reason of contributions made before the modification or amendment except to the 
extent that the reduction is permitted by the Internal Revenue Code

(c) The state may, in its discretion, terminate the plan in whole or part at any
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time without liability for the termination. If the plan is terminated, all investments 
remain in force until all individual accounts have been completely distributed under 
the plan, and, after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because of a mistake of 

fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.
Sec. 39.30.430. Exclusive benefit; credits of unvested amounts, (a) The 

corpus or income of the assets held in trust as required by the plan may not be diverted 
or used for other than the exclusive benefit of the participants.

(b) Employer contributions to employee individual accounts, and any related 
earnings, in which terminated employees have not vested shall be credited back to the 
employer that made the contributions.

(c) The assets of the plan may not be used to pay premiums or contributions of 

the employer under another plan maintained by the employer.
tScc. 39.30.495. Definitions. Unless the context requires otherwise, in 

AS 39.30.300-39.30.495
(1) "administrator" means the commissioner of administration or the 

commissioner’s designee;
(2) "board" means the Alaska Retirement Management 13oard 

established under AS 37.10.210:
(3) "compensation" has the meaning given in AS 14.25.590;
(4) "eligible person" means a person who meets the eligibility 

requirements of AS 14.25.470 or AS 39.35.S70;
(5) "dependent child" has the meaning given in AS 39.35.680:
(6) "employer" has the meaning given in AS 14.25.590 for employers 

of teachers in the defined contribution plan established in AS 14.25.310 - 14.25.590
and has the meaning given in AS 39.35.900 for employers of public employees in the
defined contribution plan established in AS 39.35.700 - 39.35,900;

(T) "fond" means the assets of the teachers' and public cniph Aces' 
retiree health reimbursement arrangement plan trust fund;

(8) "individual account" means the record established by the
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administrator for individual employees under the teachers' and public employees' 
retiree health reimbursement arrangement plan;

(9) "member" means a member of the defined contribution plan of the 
teachers' retirement system in AS 14.25.310 - 14.25.590 or a member of the public 

employees' retirement system in AS 39.35.700 - 39.35.990;
(10) "plan" means the State of Alaska Teachers' and Public Employees' 

Retiree Health Reimbursement Arrangement Plan established in AS 39.30.300;
(11) "qualified domestic relations order" has the meaning given in

AS 14.25.220.
* See. 77. AS 39.35 is amended by adding new sections to read:

Article 1. Administration of the Public Employees' Retirement System of Alaska.
Sec. 39.35.001. Purpose. The purpose of this chapter is to encourage 

qualified personnel to enter and remain in service with participating employers by 
establishing plans for the payment of retirement, disability, and death benefits to or on 
behalf of the members.

Sec. 39.35.002. Attorney general. The attorney general of the stale is the 

legal counsel for the system and shall advise the administrator and represent the 

system in a legal proceeding.
Sec. 39.35.003. Administrator. (a) The commissioner of administration or 

the commissioner's designee is the administrator of the system.
(b) The commissioner of administration shall adopt regulations to govern the 

operation of the system.
Sec. 39.35.004. Powers and duties of the administrator, (a) The 

administrator shall
(1) establish and maintain an adequate system of accounts;
(2) transmit the funds deposited in the system to the retirement fund 

established and maintained by the Alaska Retirement Management Board;
(? ) approve or disapprove claims for retirement benefits;
(4) make payments ior the various purposes specified;
(5) submit periodic reports or statements of account that are needed;
(0) issue a statement of account to an employee not less dian once each
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year showing the amount of the employee's contributions to the applicable plan in the 

system;
(7) formulate and recommend to the commissioner of administration 

regulations to govern the operation of the system;
(8) as soon as possible alter the close of each fiscal year, and not later 

than six months after the close of each liscal year, send to the governor and the 
legislature an annual statement on the operations of each of the plans in the system 

containing
(A) a balance sheet;
(B) a statement of income and expenditures for the year;
(C) a report on valuation of trust fund assets;
(D) a summary of assets held in the trust fund listed by the 

categories of investment, as provided by the Alaska Retirement Management 
Board;

(E) other statistical financial data that are necessary for proper 
understanding of the financial condition of the system as a whole and each plan 

in the system and the result of its operations;
(9) engage an independent certified public accountant to conduct an 

annual audit of each plan's accounts mid the annual report of the system's financial 
condition and activity;

(10) report to the Legislative Budget and Audit Committee concerning 
the condition and administration of each plan and distribute the report to the members 

of each plan in the system;
(11) publish an information handbook for each plan in the system at 

intervals that the administrator considers appropriate;
(12) meet at least annually with the board to review the condition and 

management of the retirement systems and to review significant changes to policies, 
regulations or benefits; and

(13) do whatever dUJ may be necessary to carry out the purposes ol 

each plan in the system.
(b) The administrator is authori/.ed to charge uniform fees to members'
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accounts to cover the ongoing cost of operating each plan in the system.
(c) The administrator is authorized to contract with public and private entities 

to provide record keeping, benefits payments, and other functions necessary for the 
administration of each plan in the system.

Sec. j ' .35.005. Regulations, (a) Regulations adopted by the commissioner 
of administration under this chapter relate to the internal management of slate 
agencies, and the adoption of these regulations is not subject to AS 44.62 
(Administrative Procedure Act).

(b) Notwithstanding (a) of this section, a regulation adopted under this chapter 
shall be published in the Alaska Administrative Register and Code for informational 

purposes.
(c) Each regulation adopted under this chapter must conform to the style and 

format requirements of the drafting manual for administrative regulations that is 
published under AS 44.62.050.

(d) At least 30 da, before the adoption, amendment, or repeal of a regulation 
under this chapter, the commissioner shall provide notice of the action that is being 

considered. The notice shall be
(1) posted in public buildings throughout the state;
(2) publish’d in one or more newspapers of general circulation in each 

judicial district of the state;
(3) mailed to each person or group that has filed a request for notice of 

proposed action with the commissioner; and

Affairs Agency.
(e) Failure to mail notice to a person as required under (d)(3) of this section 

does not invalidate an action taken by the commissioner.
(f) The commissioner may hold a public hearing on a proposed regulation.
(g) A regulation adopted under this chapter lakes effect 30 days after adoption 

by the commissioner.
(h) Notwithstanding the other provisions of this section, a regulation may be 

adopted, amended, or repealed, effective immediately, as an emergency regulation by

(4) furnished to each member of the legislature and to the Lcgis' 'live
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the commissioner. For an emergency regulation to be effective the commissioner 
must find that the adoption, amendment, or repeal of the regulation is necessary for the 
immediate preservation of the orderly operation of the system. The commissioner 
shall, within 10 days after adoption of an emergency regulation, give notice of the 

adoption under (d) of this section.
(i) In this section, "regulation" has the meaning given in AS 44.62.640(a).
Sec. 39.35.006. Appeals. An employer, member, annuitant, or beneficiary 

may appeal a decision made by the administrator to the office of administrative 
hearings established under AS 44.64. An aggrieved party may appeal a final decision 
to the superior court.

Sec. 39.35.007. Investment management of retirement system funds. The 
Alaska Retirement Management Board established under 37.10.210 is the fiduciary of 

the system funds.
Sec. 39.35.008. Definitions. In AS 39.35.001 - 39.35.008,

(1) "commissioner" means the commissioner of administration;
(2) "plan" means the retirement plan established in AS 39.35.095 - 

39.35.680 or the retirement plan established in AS 39.35.700 - 39.35.990;
(3) "system" means all retirement plans established under the public 

employees' retirement system.
* Sec. 78. AS 39.35 is amended by adding a new section to read:

Article 2. Public Employees First Mired before July 1, 2005.
Sec. 39.35.095. Applicability of AS 39.35.095 - 39.35.680 to employees first 

hired before July 1, 2005. The following provisions of this chapter apply only to 
members first hired before July 1. 2005: AS 39.35.095 - 39.35.680.

* Sec. 79. AS 39.35.100 is amended to read:
See. 39.35.100. Accounting, (a) The commissioner of administration shall 

establish and maintain an adequate system of accounts and records for the plan 
[SYSTEM]. The accounts arid records shall he integrated with the accounts, records, 
and procedures of the employers to the end that they operate most efll\ ivclv and at 
minimum expense, and that duplication of records and accounts is avoided.

(b) All income of the pension fund and all disbursements made by the fund
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shall he credited or charged, whichever is appropriate, to the following accounts:
(1) An individual account shall be maintained for each employee to 

record the amount of the employee's mandatory contributions collected under 
AS 39.35.160(a). As of the last day of each calendar year and each fiscal year 
beginning with June 30, 1969, this account shall be credited with interest, by applying 
[ONE HALF OF] the prescribed rate of interest us determined bv the board to the 
balance in the account as of that date. Within one year following retirement, the 
amount actuarially determined as necessary to fully fund the benefits to be received 
shall be transferred first from the employee contribution account and, after the 
employee contribution account has been exhausted, then from the employer 
contribution account into the retirement reserve account.

(2) An individual account shall be maintained for each employee to 
record •:*ic amount of the employee's voluntary contributions. As of the last day of 
each calendar year and each fiscal year beginning with June 30, 1969, this account 
shall be credited with interest, by applying 10NE HALF OF] the prescribed rate of 
interest as determined hv the board to the balance in the account as of that date. 
Amounts that, before termination of employment, are withdrawn by an employee from 
the employee's savings account shall be charged to that account, Upon retirement, the 
amount actuarially determined as necessary to fully fund the benefits to be received 
shall be transferred first from the employee savings account and, after the employee 
savings account has been exhausted, then from the employer contribution account into 

the retirement reserve account.
(3) A separate account for each employer shall be maintained. I he 

account shall be credited with contributions of the employer. This account shall be 
charged with the employer's actuarial charge for pension, death benefits, and other 
benefits paid under this plan [SYSTEM| to or on behalf of the employee of the 
employer. After an allowance for interest credited to employee contribution accounts 
and employee savings account", the invcMmem income of the pension fund shall be 
allocated to the retirement reserve account and to each employer asset share account 
according to the ratio that the average of the assets in the account as of the beginning 
and as of the en I of the fiscal year bears to the total of the average balance of the
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retirement reserve account and all employer accounts.
(4) An expense account shall be maintained for the plan [SYSTEM]. 

This account shall be charged with all disbursements representing administrative 
expenses incurred by the plan [SYSTEM]. At the end of the year the expense account 

shail be allocated to each employer in accordance with (3) of this subsection. 
Expenditures from this account shall be included in the governor's budget for each 
fiscal year and are subject to approval by the legislature.

* See. 80. AS 39.35 is amended by adding a new section to article 2 to read;
Sec. 39.J5.115. Defined benefit retirement plan, (a) A defined benefit 

retirement plan for employees of the state, political subdivisions, and public 
organizations is created. The plan becomes effective January 1. 1961. at which time 
contributions by the employers and members begin.

(b) The retirement plan established by AS 39.35.095 - 39.35.680 is intended to 
qualify under 26 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 
retirement plan established and maintained by the state for its employees and for the 
employees of political subdivisions, public corporations, and public organizations of 
the state, and for the employees of other employers whose participation is authorized 
by AS 39.35.095 - 39.35.680 and who participate in this plan.

(c) An amendment to AS 39.35.095 - 39.35.680 does not provide a person 
with a vested right io a benefit if the Internal Revenue Service determines that the 
amendment will result in disqualification of the plan under the Internal Revenue Code.

* Sec. 81. AS 39.35.120 is amended to read:
Sec. 39.35.120. Commencement of participation, (a) An employee of the 

stale shall be included in this system upon commencement of employment with the 
state, or on January 1. 1961, whichever is later. Unless an employee participates in a 
[HAS ELECTED TO PARTICIPATE IN THE OPTIONAL] university retirement 
program under AS 14.40.661 - 14.40.799, an employee of a political subdivision or 
public organization that becomes an employer shall be included in the .system on the 
effcc'ive date of tne employer's participation or the date of the employee's 
commencement of employment with the employer, whichever is later.

(b) Inclusion in the system is a condition of employment for an employee
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except as otherwise provided for
(1) an elected official;
(2) an employee making an election under AS 39.35.150(b); and
(3) an employee of the university who participates in a [HAS 

ELECTED TO PARTICIPATE IN THE OPTIONAL] university retirement program 
under AS 14.40.661 - 14.40.799.

* Sec. 82. AS 39.35.131 is amended to read:
Sec. 39.35.131. Membership in teachers' and public employees'

retirement systems, (a) A person who is employed at least half-time in the plan 
[SYSTEM] during the same period that the person is employed at least half-time in a 
position in the teachers' retirement plan [SYSTEM] under AS 14.25.009 - 14.25.220 
[AS 14.25] shall receive credited service under each plan [SYSTEM] for half-time 
employment. However, the amount of credited service a person receives under the 
plan [SYSTEM] during a school year may not exceed the amount necessary, when 
added to the amount of credited service earned during the school year under the 
teachers' retirement system, to equal one year of credited service.

(b) A person who was employed at least half-time in a position in the teachers' 
retirement plan [SYSTEM] under AS 14.25.009 - 14.25.220 [AS 14.25] in the same 

period that the person was employed at least half-time in a position in this plan 
[SYSTEM] may claim credited service in both plan [SYSTEMS] .for employment 
before May 31, 1989. To obtain this credited service, the person shall claim the 
service and verify the period of half-time employment. When eligibility for half-time 
service credit has been established, an indebtedness shall be determined to the 
retirement plan [SYSTEM] in which the person did not participate. The amount of 
the indebtedness is the full actuarial cost of providing benefits for the credited service 
claimed. Interest as prescribed by regulation accrues on that indebtedness beginning 
on the later of July 1. 1989. or the dale on which the membei is lirst eligible to claim 
the service. Any outstanding indebtedness existing at the time the person retires will 
require an actuarial adjustment to the benefits payable based on that service 

Sec. 83. AS 39.35.158 is amended to read:
Sec, 39.35.158. Administrative director of courts. An administrative
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director of the Alaska court system who withdraws from the judicial retirement system 
under AS 22.25.012 is eligible for membership in the nhm [SYSTEM] and shall 
receive credited service in the plan [SYSTEM] for service rendered as administrative 
director. To be eligible for membership in the plan [SYSTEM] under this subsection, 
the administrative director must contribute to the plan [SYSTEM]

(1) the amount the director would have contributed if the director had 

been a member during the director's period of membership in the judicial retirement 

system; and
(2) any contributions for sendees as administrative director refunded 

by the plan [SYSTEM] at the time the director became a member of the judicial 
retirement system.

* See. 84. AS 39.35.165(a) is amended to read:
(a) An employee who is eligible to purchase credited service under 

AS 39.35.310, 39.35.3*0, 39.35.340, 39.35.342, 39.35.345, [39.35.350,] 39.35.360, or 
39.35.370, a member no is eligible to purchase credited sendee under AS 3>.35.375, 
or an elected public official who is eligible to purchase credited service under 
AS 39.35.381 is an employee for purposes of this section. An employee may, in lieu 
of making payments directly to the plan, elect to have the employee's employer make 

payments as provided in this section.
* Sec. 85. AS 39.35.165(b) is amended to read:

(b) An employee may elect to have the employer make payments for all or any 
portion of the amounts payable for the employee's purchase of credited service 
through a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of 
contributions by the employee making the election: the electing employee's salary or 
other compensation shall he reduced by the amount paid by the employer under this 

subsection:
(2) the employee shall make an irrevocable .‘lection under this section 

to purchase credited service as permitted in AS 39.35=310, 39.35.330. 39.35.340, 
39.35.342, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375. or 39 U  381 and 
before the employee's termination of employment; the irrevocable election must
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specify llie number of payroll periods that deductions will be made from the 
employee's compensation and the dollar amount of deductions for each payroll period 
during the specified number of payroll periods: the deductions made under this 
paragraph cease upon the earlier of the member's termination of employment with the 
employer or the member's death; amounts paid by an employer under (f) of this 
section may not be applied toward the payment of the dollar amount of the deductions 
representing the portion of the credited service that is being purchased by the member 
through payroll deduction in accordance with the member's irrevocable election under 
this subsection:

(3) amounts paid by an employer under this subsection shall be treated 
as employer contributions for the purpose of determining lax treatment under the 
Internal Revenue Code; the amounts paid by the employer under this section may not 

be included in the member's gross income for income tax puiposes until those amounts 
are distributed by refund or retirement benefit payments.

* See. 86. AS 39.35.165(f) is amended to read:
(f) The commissioner may accept rollover contributions from a member [AND 

DIRECT TRANSFERS, AS DESCRIBED IN THIS SUBSECTION. FOR THE 
PURCHASE, IN WHOLE OR IN PART, OF CREDI'iED SERVICE FOR THE 

REINSTATEMENT, IN WHOLE OR IN PART, OF FORFEITED CREDITED 
SERVICE UNDER AS 39.35.350]. A rolloxcr contribution [OR TRANSFER] as 
described in this subsection shall also be treated as employer contributions for the 
purpose of determining tax treatment under the Internal Revenue Code and may be 
made by any one or a combination of the following methods:

(1) subject to the limitations prescribed in 26 U.S.C. 401(a)(3) and 26 
U.S.C. 402(c). accepting eligible rollover distributions directly from one or more 
retirement programs of another employer that are qualified under 26 U.S.C. 401(a) or 
accepting rollovers directly from a member:

(2) subject to the limitations prescribed in 26 U.S.C. 40S(d)(3)(A)fii). 
accepting from a member conduit rollover contributions that are received by the 
employee from one or more conduit rollover individual retirement accounts previously 
established bv the member:
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(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13) 
accepting direct trustee-to-trustee transfers of all or a portion of the accounts of the 
member, on or after January 1, 2002, from a tax sheltered annuity described in 26 

U.S.C. 403(b);
(4) subject to the limitations prescribed in 26 U.S.C, 457(c)(17), 

accepting direct trustee-to-trustee transfers of all or a portion of the accounts of the 
member, on or after January 1, 2002, from an eligible deferred compensaiion plan of a 
tax-exempt organization or a state or local government described in 26 U.S.C. 457(b);

(5) accepting direct trustee-to-trustee transfer from an account 
established for the benefit of the member in AS 39.30.150 - 39.30.180 (Alaska 
Supplemental Annuity Plan).

* See. 87. AS 39.35.165(g) is amended to read:
(g) Payments made under this section shall be applied to reduce the

employee's outstanding indebtedness described in AS 39.35.310. 39.35.330.
39.35.340, 39.35.342. 39.35.345, [39.35.350.] 39.35.360, 39.35.370. 39.35.375, or 
39.35.381 at the time that the contributions arc received by the plan.

* Sec. 88. AS 39.35.165(i) is amended to read:
(i) On satisfaction of the eligibility requirements of AS 39.35.310, 39.35.330,

39.35.340, 39.35.341, 39.35.345, [39.35.350,] 39.35.360, 39.35.370, 39.35.375, or 
39.35.381. the requirements of this section, and the administrative filing requirements 
specified by the commissioner, the plan shall adjust the employee's credited service 
history and add any additional service credits acquired.

* Sec. 89. AS 39.35.200 is amended by adding a new subsection to read:
(d) An employee who receives a refund of contributions in accordance with 

this section forfeits corresponding credited service under AS 39.35.095 - 59.35.680.

* See. 90. AS 39.35.250 is amended to read:
Sec. 39.35.250. Calculation of employer's contribution rate, (a) An 

employer shall make contributions to the plan [SYSTEM] in amounts determined hv 
I lie board in accordance with this section. For the purposes of this section, the past 
service dale lor each employer is the entry date of the employer or December 31, 
1972. whichever is later. Alter December 31. 1972. il amendments to AS .39.35.095 -
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39.35.6S0 [THIS CHAPTER] are enacted that substantially affect benefits accrued 
before the effective dale of the amendment, the past service date will be changed to 
December 31 of the year inimediately preceding that in which the amendment is 
enacted. The contribution rate is the sum of the consolidated employer rate and the 

past service rale.
(b) In fa) of this section, "consolidated employer rate" means the percentage 

of compensation of all active employees in the plan that [SYSTEM WHICH], if paid 
over the period of their credited service after their past sendee date and when 
combined with all employee contributions, is sufficient to provide the benefits earned 
after such past sendee dales. This percentage is uniformly determined for all 
employers and is applicable to each employer, hut mnv not he less than 10 percent.

(c) In (a) of this section, "past sendee rate" means the percentage of 
compensation of all active employees in the plan [SYSTEM] necessary to provide the 
annual amount required to amortize the unfunded obligations of the employer for 
benefits earned before the employer's past sendee dale over a period not to exceed 40 
years. The period of amortization begins at the past service date of each employer. 

The percentage is separately determined for each employer.
* See. 91. AS 39.35.3-10(1) is amended to read:

(I) An employee mav not [CANNjSjT] be credited with a period of active 
military .service in the armed forces of the United Stales undci this section if credit for 
that military service was granted under AS 1-L2S.0H9- 14.25.22(1 [AS 14.251.

* See. 92. AS 39.35.340(hi is amended to read:
(h) The combined period of military service claimed under this section and 

under AS M.25.009 - 14.25 221) [AS 14.25] may not exceed live years

* See. 93. AS 34) 35.360(i) is amended to read’
(i) An employee who completes three years of credited service with an 

employer, for which the employee makes contributions required by A S  39.35.1)95 - 
39.35.6S1I 11 IMS C IIA ID I-R], is entitled to credited service on a year-fnr*yeur basis 
for service credited in the Civil Service Retirement System, rendered as an employee 
ol an Alaska Bureau of Indian A Hairs (BIA ) school, other than service as a teacher.
'A lien eligibility for retroactive credited service .mder this mbseetion Inis been
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established, an indebtedness of the employee to the plan [SYSTEM] shall be 
detennined as follows: (1) the employee's actual annual compensation, or the 
calculated annual compensation for an employee who works fewer than 12 months, for 
the most recent calendar year in which service is rendered to an employer before the

subsection, multiplied by (2) the number of years of service in Alaska BIA schools 
that is credited under this subsection, and this product multiplied by (3) six percent for 
employees first eligible to claim this service before January 1, 1987. or eight a .J one- 
half percent for employees first eligible to claim this service on or after January 1, 
1987. Interest as prescribed by regulation accrues on the indebtedness beginning on 
the date the employee may first claim the retroactive credited service. Any 
outstanding indebtedness that exists at the time the employee retires requires an 
actuarial adjustment lo the benefits that are based on retroactive credited sendee under 
this subsection. A retirement benefit payable under this subsection for Alaska BIA 
service shall be reduced by an amount equal to the retirement benefits paid to the 
member by the United States government for the same sendee.

* .Sec. 94. AS 39.35.360(/) is amended to read:
(I) An administrative director of the Alaska Court System who withdraws 

from the judicial retirement system under AS 22.25.012(b) is eligible for membership 
in the iibn |PUBLIC EM PLOYEES’ RETIREMENT SYSTEM] and shall receive 
credited service in this plan [SYSTEM] for service rendered as administrative 
director. To be eligible for membership in this phin [SYSTBM | under this subsection 
the administrative director must contribute to the plan |SYXT l;:M]

calendar year in which the employee first becomes eligible to claim service under this

(1) the amount that would ha\c been contributed if the administrate e
director had been a member during the period of the membership in the judicial 
retirement system; and

(21 any contributions for service as administrative director refunded
from the nhm [PUBLIC EMPLOYEES' RETIREMENT SYSTEM] at the time the 
administrative director became a member ol the judicial retirement system.

" Sec. 95. AS *9.35.370(g) is amended to read:
(g) When an employee who was employ ..d as a dispatcher in a state trooper
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office or in a police or fire department in the plan [PUBLIC EMPLOYEES' 
RETIREMENT SYSTEM] applies for appointment to retirement, the employee may 
convert the credited service for that position to credited service as a peace officer by 
claiming the service as peace officer service. An employee who has converted 

credited service to peace officer sendee under this subsection shall be treated as a 
peace officer for purposes of AS 39.35.095 - 39.35.680 [THIS CHAPTER], When the 
member claims this credited service as peace officer sendee, an indebtedness of the 
member to the plan [SYSTEM] shall be established. The indebtedness is equal to the 
full actuarial cost of the conversion of the credited sendee to treatment as peace 
officer service. Any outstanding indebtedness that exists at the time the member is 
appointed to retirement shall [WILL] require an actuarial adjustment to the benefits 
payable based upon the conversion of the credited service.

* Sec. 96. AS 39.35.375(a) is amended to read:
(a) An active or inactive member who has never been vested in this plan I 

[SYSTEMJ or in the teachers' retirement plan [SYSTEM] under AS 14.25.()f)9 -
14.25.220 [AS 14.25], who has at least two years of credited service in this plan

[SYSTEM], and who has membership service in the teachers' retirement system may 
claim credited service in this plan [SYSTEM] in an amount equal to the membership 
service the member has in the teachers' retirement system. The claimed credited 
sendee may be added to service earned under AS 39.35.095 - 39.35.680 [THIS 
CHAPTER] to enable the member to qualify for a public sendee benefit under this 
section. The member may not churn credited sen ice for membership sendee for 

which the member has received a refund under \S 14.25.150 unless the member fully 
pays the indebtedness as established under AS 14,25.063. The member may not claim 
credited service in this plan [SYSTEM] based on unused sick leave under 
AS 14.25.115.

" See. 97. AS 39.35.375(b) is amended to read.
(hi Po claim credited service under this section, the member shall file a 

written request with the administrator when the member applies to retire. Hie 
administrator shall determine the full actuarial cost ot benefits based on the members 
total credited service and shall transler from the teachers' retirement system to this
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plan [SYSTEM] an amount equal to the sum of the member contributions and any 
indebtedness payments to the teachers' retirement system and the employer 
contributions to the teachers' retirement system made on behalf of the employee 

together with interest earned on those contributions and indebtedness payments. If the 
amount to be transferred, when combined with the amount of employee contributions 

and indebtedness payments to this plan [SYSTEM] and the amount of employer 
contributions on behalf of the employee in this plan [SYSTEM], and interest earned 
on contributions and indebtedness payments for the employee, is less than the full 
actuarial cost computed under this subsection, an indebtedness to the plan [SYSTEM] 
equal to the amount of the difference is established. Interest as prescribed by 
regulation accrues on the indebtedness. The member must pay any outstanding 
indebtedness existing at the time the member applies for retirement in full before the 

member is appointed to retirement under this section.
* Sec. 98. AS 39.35.375(ci is amended to read:

(c) A member is entitled to receive a public service benefit under this section 
if the member has at least a total of five years credited service under AS 39.35.095 - 

39.35.680 [THIS CHAPTER] and credited service from the teachers' retirement plan 
under AS 1-1.25.(109 - 14.25.22(1 [SYSTEM] claimed under this section. A public I 
service benefit shall be calculated using the higher of the average monthly 
compensation for service in this plan [SYS I'EMj or the average base salary for 
service in the teachers' retirement plan under AS 14.25.009 ■ 14.25.220 [SYSTEM], i 
The amount of the benefit shall be calculated i l accordance with AS 39.35.370(c).

* See. 99. AS j 9.35.375(d) is amended to read: I
(d) CiciiitcJ service earned under either this plan [SYSTEM] or the teachers' 

iciirement system that hâ  been claimed for a public service benefit under this section | 
may not be used lor any other purpose. A member who claims credited service under i 
this section loses ail rights to benefits under \S 14.25 based on the claimed credited 
service. A member may not claim credited service under this section unless the 

member claims all of the membership service the member has in the teachers' 
retirement system. A public service benefit does not constitute a normal or early 
retirement benefit for purposes of qualifying for a conditional service retirement
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benefit under AS 14.25.125 or AS 39.35.385.
* Sec. 100. AS 39.35.375(f) is amended to read:

(f) Notwithstanding AS 14.25.063 and AS 39,35.350, a former member of the 
teachers' retirement system who is an active member or inactive member of this plan 

[SYSTEM] may reinstate, under this section, membership sendee earned under 
AS 14.25 for which the member received a refund of contributions.

* Sec. 101. AS 39.35.375(f) is amended to read:
(0 Notwithstanding AS 14.25.063 [AND AS 39.35.350], a former member of 

the teachers' retirement system who is an active member or inactive member of this 
plan may reinstate, under this section, membership service earned under AS 14.25 for 

which the member received a refund of contributions.
* See. 102. AS 39.35.375(g) is amended to read:

(g) If a member retires under this section and subsequently returns to work for

I an employer under this plan [SYSTEM] or the teachers’ retirement system, benefits 
under this section shall cease during the period of reemployment and shall 
recommence when the reemployment is ended. The credited service earned during the 
period of reemployment may not be added to the credited sendee claimed for a public 
service benefit under this section. If a member vests and meets the other eligibility 
requirements under this system or the teachers' retirement system during the 
reemployment, the member is entitled to a benefit under AS 14.25.009 - 14.25.221) 
[AS 14.25] or 39.35.095 - 39.35.6iS0 [AS 39.35]. as appropriate.

* See. 103. AS 39.35.375 is amended by adding a new subsection to read:
(h) In this section,

(1) "teachers' retirement system" and "teachers’ retirement system

(2) "membership service earned under AS 14,25" means membership
sendee earned under AS 14.25.009- 14.25.220.

* Sec. 104. AS 39.35.381(a) is amended to read:
(a) An elected public officer is eligible for a public officer benefit if the officer
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SYSTEM)]. Only fully paid credited service as an elected public officer of a 
municipality or other political subdivision, earned while the municipality or political 
subdivision was an employer under this plan [SYSTEM] and while the person was 
employed full-time under AS 14.25.009 - 14.25.220 [AS 14.25], may be counted 

under this section.
* See. 105. AS 39.35.385(f) is amended to read:

(f) Subject to AS 39.35.450, an employee is eligible for a normal retirement 
benefit at age 60 or an early retirement benefit at age 55 if the employee was first 
hired as a legislative employee before May 30, 1987, and has at least 120 [60] days of 
credited service as an employee of the legislature, other than as an employee of the 
Office of the Ombudsman or the office of victims' rights, during each of five 
legislative sessions. An employee who was first hired as a legislative employee on or 
after May 30. 1987, and is otherwise eligible under this subsection must have at least 
120 [80] days of credited sendee during each of five legislative sessions to receive 

benefits under this subsection.

* Sec. 106. AS 39.35.410(0 is amended to read:
'0 An employee is not entitled to an occupational disability benefit unless the 

employee files an application for it with the administrator within 90 days of the date of 
terminating employment. If the employee is unable to meet a filing requirement of 
this subsection, it may be waived by the commissioner [PUBLIC EMPLOYEES’ 
RETIREMENT BOARD] if there are extraordinary circumstances that resulted in the 

employee's inability to meet the filing requirement. [THE BOARD MAY 
DELEGATE THE AUTHORITY TO WAIVE A PILING DEADLINE UNDTR 11 IIS 

SUBSECTION TO THE A DM INIS 1RATOR.]
* See. 107. AS 39.35.475(a). as that subsection read following amendment by see. 34, eh.

146. .SLA 1980. until amended bv sec. 41, ch. 82. SLA 1986. is amended to read:
(a) When the administrator determines that the cost of living has increased and 

that the financial condition of the retirement fund permits, the administrator [HE] 
shall increase benefit pyvments to persons receiving benefits under this plan. Fur 
purposes nf this subsection, the financial condition of the fund would only permit 
an increase in benefits when the ratio of total fund assets to Ihe accrued liability
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meets or exceeds 110 percent. In this .subsection, "accrued liability" means the 
present value of all member benefits accrued hv member service in this plan 

[SYSTEM].
* See. 108. AS 39.33.485(a) is amended to read:

(a) An employee who is eligible for a benefit calculated in accordance with 
AS 39.35.370(c) is entitled to a benefit of at least S25 a month for each year of 
credited service, not including adjustments made under AS 39.35.340 for military 
sendee. [AS 39.35.350 FOR REINSTATEMENT OF CREDITED SERVICE,] 
AS 39.35.360 for credit for earlier sendee, AS 39.35.370(c) for early retirement, 
AS 39.35.420 for nonoccupational death benefits, AS 39.35.450 for the survivor’s 
option, former AS 39.35.460 for the level income option, AS 39.35.475 for the post- 
retirement pension adjustment, and AS 39.35.480 for the cost of living.

* See. 109. AS 39.35.520(c) is amended to read:
(c) At least Quarterly [AT EACH REGULARLY SCHEDULED MEETING 

OF THE PUBLIC EMPLOYEES’ RETIREMENT BOARD], the administrator shall 
report lo the commissioner of administration [BOARD] on all situations since the 
administrator's last report in which an adjustment has been prohibited under (b) of this 
section. If the commissioner of administration [BOARD] finds that there is reason 
to believe that one or more of the conditions set out in (b) of this section have not been 
met. the administrator shall notify the member or beneficiary that an adjustment will 

be made to recover the overpayment. A member or beneficiary who receives notice ol 
adjustment under this subsection may file a rcoucst with the commissioner of 
administration [APPEAI TO Till* BOARD] for a waiver of the adjustment under 
AS 39.35.522. An adjustment may not be required while the waiver rcoucst 

[APPEAL | is pending.
* Sec. 110. AS 39.35.522(a) is amended to read:

(a) Upon rep nest [APPEAL BY| an affected member or beneficiary under (hi 
ot this section, the commissioner of administration [BOARD] may waive an 
adjustment or .m\ portion of an adjustment made under AS 39.35.520 if. in the 
opinion ol the commissioner of administration [BOARD],

( I )  the adjustment or portion of the adjustment will cause undue
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hardship lo the member or beneficiary;
(2) [REPEALED.
(3) REPEALED.
(4)] the adjustment was not the result of erroneous information 

supplied by the member or beneficiary;
01 [(5)j before the adjustment was made, the member or beneficiary 

received confirmation from the administrator that the employee's or beneficiary's 
records were correct; and

(4) [(6)] the member or beneficiary had no reasonable grounds to 
believe the employee's or beneficiary's records were incorrect before the adjustment 
was made.

* See. 111. AS 39.35.522(b) is amended to read:
(b) In order lo obtain ct nsideralion of a waiver under this section, the affected 

member or beneficiary must flit a request with the commissioner of administration 

[APPEAL TO THE BOARD] in writing within 30 days after receipt of notice that the 
records have been adjusted.

* Sec. 112. AS 39.35.522(c) is repealed and reenacted to read:
(c) A ruling of the commissioner of administration to deny a waiver under (b) 

of this section may be appealed to the office of administrative hearings established 

under AS 44.64.
* Sec. 113. AS 39.35.522(d) .s amenced to read:

(d) The office of administrative hearings [BOARD] may reverse the
commissioner of administration's decision to deny a waiver and mav impose 
conditions on the granting of a waiver that the office [WHICH IT] considers 
equitable. These conditions may mcludc requiring the member or beneficiary to make 
additional contributions to the nlan [SYSTEM].

* Sec. 114. AS 39.35.680(2) is amended to read:
(2) "actuarial adjustment" means the adjustment necessary to obtain 

equality in value of the aggregate expected payments under two different forms of 
pension payments, considering expected mortality afltl interest earnings on the basis of 
assumptions, factors, and methods specified in regulations issued under this plan
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[SYSTEM] that are formally adopted [UNDER AS 39.35.042] by the board that 
clearly preclude employer discretion in the determination of the amount of any 

member's benefit;
* See. 115. AS 39.35.680(6) is amended to read:

(6) "board" means the Alaska Retirement Management [PUBLIC 

EMPLOYEES RETIREMENT] Board;
* Sec. 116. AS 39.35.680(21) is amended to read:

(21) "member" or "employee"
(A) means a person eligible to participate in the system and 

who is covered by the system:
(B) includes

(i) an active member;
(ii) an inactive member;
(iii) a vested member;
(iv) a deferred vested member;
(v) a nonvested member;
(vi) a disabled member;
(vii) a retired member;
(viii) an elected public officer under AS 39.35.381;

(C) does not include
(i) former members;
(ii) persons compensated on a contractual or fee basis;
(iii) casual or emergency workers or nunpermanent 

employees as defined in AS 39.25.200;
(iv) persons covered by the Alaska Teachers' 

Retirement System except as provided under AS 39.35.131 and 
39.35.38L or persons covered by a [THE OPTIONAL] university 
retirement program;

(v) employees of the division of marine transportation 
engaged in operating the state ferry system who are covered by a union 
or group retirement system to which the state makes contributions.

WO RPC DRAFT WORK DRAFT 24-LS0637\C
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(vi) justices of the supreme court or judges of the court 
of appeals or of the superior or district courts of Alaska;

(vii) the administrative director of courts appointed 
under ait. IV, sec. 16 of the state constitution unless the director 

becomes a member under AS 39.35.158;
(viii) members of the elected public officers' retirement 

system (former AS 39.37); and
(ix) contractual employees of the legislative branch of 

state government under AS 24.10.060(f);
(D) may include employees of the division of marine 

transportation excluded under (C)(v) of this paragraph provided that
(i) the State of Alaska formally agrees to their inclusion 

through the process of collective bargaining; and
(ii) no collective bargaining agreement has the effect of 

obligating contributions made by the state under AS 39.30.150 in the 
event the state resumes participation in the federal social security , 
system:

* See. 117. AS 39.35.680(34) is amended to read:

dissolution judgment under AS 25.24. including an order approving a property 
settlement, that

right to. or assigns to an alternate payee the right to, receive all or a portion of 
employee contribution account or the benefits payable will/ respect to an 

employee;
(B) sets out the name and last known mailing address, if any. ot 

the employee and of each alternate payee covered by the order:
iO  sets out the amount or percentage of the employee’s benefit. 

or of any survivor's benefit, to be paid to the alternate payee, or sets oiu the 
maiiner in which that amount or percentage is to be determined.

(D) sets out the number ot payments or period to which the

(34) "qualified domestic relations order" means a divorce or

(A) creates or recognizes the existence of an alternate payee's
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order applies;
(E) sets out tlie retirement plan [SYSTEM] to which the order

applies;
(F) does not require any type or form of benefit or any option 

not otherwise provided by AS 39.35.095 - 39.35.680 [THIS CHAPTER];
(G) does not require an increase of benefits in excess of the 

amount provided by AS 39.35.095 - 39.35.680 [THIS CHAPTER], determined 

on the basis of actuarial value; and
(H) does not require the payment to an alternate payee of 

benefits that are required to be paid to another alternate payee under another 
order previously determined to be a qualified domestic relations order;

* Sec. 118. AS 39.35.680 is amended by adding new paragraphs to read:
(41) "commissioner" means the commissioner of administration;
(42) "plan" means the retirement plan established in AS 39.35.095 -

39.35.680.
* Sec. 119. AS 39.35 is amended by adding new sections to read:

Article 9. Employees First Hired on or after July 1,2005.
Sec. 39.35.700. Applicability of AS 39.35.700 - 39.35.990. The provisions of 

AS 39.35.700 - 39.35.990 apply only to members first hired on or after July 1. 2005 or 
to members who transfer into the defined contribution plan under AS 39.35.940.

Sec. 39.35.710. Defined contribution retirement plan established; federal 
qualification requirements, (a) A defined contribution retirement plan is established 
for employees of the state or a political subdivision or public organization of the state.

(bj The defined contribution retirement plan is a plan in which savings arc 
accumulated in an individual retirement account lor the exclusive benefit of the 
member or beneficiaries. The plan is established effective July 1, 2005. at which time 
contributions by employers and members begin.

(cl The retirement plan established by AS 39.35.700- 39.35.l,90 is intended to 
qualify under 26 L'.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified 
retirement plan established and maintained by the state for its employees, for the 
employees of political subdivisions, public corporations, and public organizations of
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the state, and for the employees of other employers whose participation is authorized 
by AS 39.35.700 - 39.35.990 and who participate in the plan set out in AS 39.35.700 - 

39.35.990.
(d) An amendment to AS 39.35.700 - 39.35.990 does not provide a person 

with a vested right to a benefit if the Internal Revenue Service determines that the 
amendment will result in disqualification of the plan under the Internal Revenue Code.

See. 39.35.720. Membership. An employee who becomes a member on or 
alter July 1, 2005, shall participate in the plan set out in AS 39.35.700 - 39.35.990.

Sec. 39.35.730. Contributions by members, (a) Each member shall 
contribute to the member's individual account an amount equal to eight percent of the 

member's compensation from July 1 to the following June 30.
(b) Subject to the limitations on contributions under AS 39.35.7S0, a member 

may elect to make additional contributions to the member's individual account.
(c) The employer shall deduct the contribution from the member's 

compensation at the end of each payroll period, and the contribution shall be credited 
by the plan to the member's individual account. The contributions shall be deducted 
from member's compensation before the computation of applicable federal taxes and 

shall be treated as employer contributions under 26 U.S.C. *41 •4(h)(2). A member may 
not have the option of making the payroll deduction directly in cash instead of having 
the contribution picked up by the employer.

See. 39.35.740. Employment contributions mandatory. Contributions of 
employees shall be made h\ payroll deductions. F.very included employee shall be 

considered to consent to payroll deductions. It is of no consequence that a payroll 
deduction may cause the compensation paid in cash to an employee to be reduced 
below the minimum required by law. Payment of an employee's compensation, |e*s 
payroll deductions, is a full and complete discharge and satisfaction of all claims and 
demands by the employee relating to remuneration of services during the period 
coveted by the payment except with respect to the benefits provided under the plan. | 

See. 39.35 751). Contributions by employers, (a) An employer shall 

contribute to each member's individual account an amount equal to 4.5 percent ol the 
member's compensation from July I to the following June 30.
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(b) An employer shall also contribute an amount equal to 1.75 percent of each 
member's compensation from July 1 to the following June 30 to pay for retiree major 
medical insurance. This contribution shall be paid into the group health and life 
benefits fund established by the commissioner of administration under AS 39.30.095 

and shall be accounted for in accordance with regulations established by the 
commissioner.

(c) An employer shall also make contributions to the health reimbursement 
arrangement plan under AS 39.30.300.

Sec. 39.35.760. Rollover contributions and distributions, (a) An employee 
entering the plan may elect, at the time and in the manner prescribed by the 
administrator, to have all or part of a direct rollover distribution from an eligible 
retirement plan owned by the member paid directly into the member's individual 
account.

(b) Rollover contributions do not count as a purchase of membership service 
for the purpose of determining years of service.

(c) A distributee may elect, at the lime and in die manner prescribed by the 

administrator, to have all or part of an eligible rollover distribution paid directly to an 
eligible retirement plan specified by the distributee in the direct rollover.

(d) In this section.
(1) "direct rollover" means the payment of an eligible rollover 

distribution by the plan to an eligible retirement plan specified by i distributee who is 
eligible to elect a direct rollover:

(2) "distributee" means a member, or a bencliciary who is the 
surviving spouse of the member, or an alternate payee;

(3) "eligible retirement plan" means
(A) a conduit individual retirement account described in 20

U.S.C. 40S(d)(3)(A);
'(H) an annuity plan described in 26 U.S.C. 403(a):
(C) a qualiiied trust described m 26 U.S.C. 401(a):
(D) tin annuity plan describeJ in 26 U.S.C. 403(b), or
(I*) a governmental plan described in 26 U.S.C 457(b);
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(4) "eligible rollover distribution" means a distribution of all or part of 

a total account to a distributee, except for
(A) a distribution that is one of a series of substantially equal 

installments payable not less frequently than annually over the life expectancy 
of the distributee or the joint and last survivor life expectancy of the distributee 
and the distributee’s designated beneficiary, as defined in 26 U.S.C. 401(a)(9);

(B) a distribution that is one of a series of substantially equal 
installments payable not less frequently than annually over a specified period 

of 10 years or more;
(C) a distribution that is required under 26 U.S.C. 401(a)(9);
(D) the portion of any distribution that is not includable in

gross income;
(E) a distribution that is on account of hardship: and
(F) other distributions that are reasonably expected to total less 

than $200 during a year.
Sec. 39.35.770. Transmittal of contributions. All contributions deducted in

accordance with AS 39.35.700 - 39.35.990 shall be transmitted to the plan for deposit 
in the trust fund as soon as administratively feasible, but in no event later than 15 days 

following the close of the payroll period.
Sec. 39.35.780. Limitations on contributions. Notwithstanding any other 

provisions of this plan, the annual additions to each member’s individual account 
under this plan and under all defined contribution plans of the employer required to be 
aggregated with the contributions from this plan under the provisions ol 26 U.S.C. 415 
may not exceed, for any limitation year. the amount permitted under 26 U.S.C. 415 at 
any time. If the amount of a member’s delined contribution plan contributions exceeds 
the limitation of 26 U.S.C. 415(c) for any limitation year, the administrator shall take 
any necessary remedial action to correct an excess contribution. The provisions of 26 
U.S.C 415. and the regulations adopted under that statute, as applied to qualified 
delined contribution plans of governmental employees are incorporated as part of the 
terms and conditions of the plan.

Sec. 39.35.790. Vesting, (aj A participating member is immediately and
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fully vested in that member's contributions and related earnings.
(b) A member shall be fully vested in the employer contributions made on that 

member's behalf, and related earnings, after five years of service. A member is 
partially vested in the employer contributions made on that member's behalf, and the 

related earnings, in the ratio of
(1) 25 percent with two years of service;
(2) 50 percent with three years of service; and
(3) 75 percent with four years of service.

Sec. 39.35.800. Investment of individual accounts, (a) The board shall 
provide a range of investment options and permit a participant to exercise investment 
control over the participant's assets in the member's individual account as provided in 
this section. If a participant exercises control over the assets in the individual account, 
the participant is not considered a fiduciary for any reason on the basis of exercising 

that control.
(b) A participant may direct investment of plan funds held in an account 

among available investment funds in accordance with rules established by the board.

(c) A participant may elect lo change or transfer all or a portion of the 
participant's existing account balance among available investment funds not more 
often than once each day in accordance with the rules established by the administrator. 
Only the last election received by the administrator before the transmittal of 
contributions to the trust fund for allocation to the individual account shall be used to 

direct the investment of the contributions received.
fd) Except to the extent clearly set out in the terms of the investment plans 

offered by the employer to the employee, the employer is not liable to the participant 
for investment losses if the prudent investment standard has been met.

(c) The employer, administrator, stale, board, or a person or entity who is 
otherwise a fiduciary is not liable by reason for any participant's investment loss that 
results from the participant’s directing the investment of plan assets allocated to the 
participant's account,

(0 To the extent that a member's individual account has been divided as 
provided in a qualified domestic relations order between participants, each participant
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1 sha.l be ireated as the holder of a separate individual account for purposes of
2 investment yields, decisions, transfers, and time limitations imposed by this section.
3 Sec. 39.35.810. Distribution election at termination, (a) A member is
4 eligible to elect distribution of the member's account in accordance with this section

5 60 days after termination of employment.
6 (b) Notwithstanding (a) of this section, distribution of all or a portion of the
7 individual account of a member may take place before the 60th day after the
8 termination of employment with the approval of the administrator if the member

9 makes a written request for a distribution under this subsection. The member's spouse
10 must consent to Ihe request in writing if the member is married. Distribution of an
11 individual account may only be made on account of an immediate and heavy financial
12 need of the member for the following reasons and in the amount the need is
13 demonstrated for
14 (1) medical care described in 26 U.S.C. 213(d) incurred by the
15 member, the member's spouse, or the member's dependent, or necessary to obtain that

16 medical care;
17 (2) the purchase of a principal residence for the member;
18 (3) postsecondary education tuition and related educational fees for the

19 next 12-month period for the member, the member's spouse, or a dependent of the
20 member; in this paragraph, "dependent" has the meaning given in 26 U.S.C. 152;
21 (4) prevention of the eviction of ihe member from the member's
22 principal residence or foreclosure on the mortgage of the member's principal

23 residence: or
24 (5) any need prescribed by the United States Department of the
25 Treasury, Internal Revenue Service, in a revenue ruling, notice, or other document of
26 general applicability iJiat satisfies the sale harbor definition of hardship under

27 regulations adopted under 20 U.S.C. 4ul(k).
28 (c) If a member dies before benefits commence, the member's beneficiary is

29 immediately eligible tu elect distribution of the member's share of the member's
30 individual account.
31 (d) Distributions are payable to an alternate payee in accordance with the
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terms and conditions of a qualified domestic relations order that is received and 
approved bv the administrator as specified in AS 39.35.860.

(e) Distributions that are being paid to a member may not be affected by the 
member's subsequent reemployment with the employer. Upon reemployment, a new 
individual account shall be established for the member to which any future 
contributions shall be allocated Upon subsequent termination of employment, the 
member's new individual account shall be distributed in accordance with this section.

Sec. 39.35.820. Forms of distribution, (a) A participant may elect to receive 

the participant's share of the individual account in a
(1) lump sum payment, which is a single payment of the entire balance

in the account;
(2) periodic lump sum payment, which is a payment of a portion of the 

balance in the account, not more than twice each year;
(3) period certain annuity payment, which is an annuity payable in a 

fixed number of monthly installments for a duration of 60, 120, or 1 SO months:
(4) life annuity' with a period certain payment, which is an annuity

payable until the later of the first day of the month in which the annuitant's death
occurs, or the date on which the payment of a fixed number of monthly installments is 
completed; the period certain for installments is 120 or 180 months;

(5) single life annuity payment, which is an annuity payable monthly 

until the first of the month in which the annuitant's death occurs; or
(6) joint and survivor annuity payment, which is an annuity payable

monthly to the member until the first of the month in which the member's death 
occurs; after the member's death, a survivor annuity equal to 50 percent or 100 percent 
of the member’s benelii, ar previously elected by the member, shall be paid monthly to 
the joint annuitant lor the remainder of the survivor's lifetime.

fb; Upon the death of an annuitant whose payments have commenced, an 
annuitants beneficiary shall receive farther payments only to the extent provided in 
accordance with the form of payment that was being made to the annuitant. The 
remaining portion of the interest shall continue to be distributed at least as rapidly as 
under the method of distribution being used before the annuitant’s death.
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(c) If a participant dies before the distribution commencement date, 
distribution of the participant's entire interest to a beneficiary shall be payable in any 

form other than a joint and survivor annuity.
(d) If an unmarried member or other participant fails to elect a form of 

payment before the distribution commencement dale, the account shall be paid to a 
beneficiary in the form of a lump sum to the extent required by the minimum 
distribution requirements set out in the Internal Revenue Code. If a married member 
fails to elect a form of payment before the distribution commencement date, the 
account shall be paid in the form of a 50 percent joint and survivor annuity, with the 
member's spouse as the joint annuitant.

Sec. 39.35.830. Manner oT electing distributions, (a) Any election or any 
alteration or revocation of a prior election by a participant for any purpose under this 
plan shall be on forms or made in a manner prescribed for that purpose by the plan 
administrator. To be effective, the forms required or the required action for any 

purpose under this plan must be completed and received in accordance with 
regulations adopted by the commissioner of administration.

(b) At any time, but not less than seven days before the benefit 

commencement date, a meml . alternate payee, or beneficiary may change
(1) the form ol payment election:
(2) an election to commence benefits; or 

(>) the joint annuitant designation.
Ic) Changes in elections are not allowed on or alter se\en davs before the 

benefit commencement date.
Sec. 39.35.8-10. Distribution requirements, (aj Raymcnts to a participant 

shall commence as soon as administratively feasible lollovmg the distribution 
commencement date. I he distribution commencement date is the first dale on which 

one of the following occurs:
i l l  a memher meets the rcquiiements of AS 3V35.8IO and has made :: 

complete application tor payment under AS 3lL35 X5U:
(?) a participant has elected to defer receipt of the account to a ilati 

speciiivd, the date has been attained, and the participant has made a complete
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application for payment;
(3) a member attains normal retirement age and has not made an 

application for payment or elected to defer receipt of the account to a date later than 
normal retirement ace;

(4) a member's beneficiary does not make an application for benefits 

and five years have elapsed since the member's death.
(5) notwithstanding (a) of this section, a participant whose account has 

a balance of S1,000 or less meets the requirements of AS 39.35.810, at which time the 

participant must take payment of the participant's account.
(b) The entire interest of a member must be distributed or must begin to be 

distributed not later than the member's required beginning date.
(c) If a member dies after the distribution of thw member's interest has begun 

but before the distribution has been completed, the remaining portion of the interest 
shall continue to be distributed at least as rapidly as under the method of distribution 

being used before the member's death.
(d) If a member has made a distribution election and dies before the 

distribution of the member's interest bonins. distribution of the member's entire interests»

shall be completed by December 31 of the calendar year containing the fifth 
anniversary of the member's death. However, if any portion of the member's interest 
is payable to a designated beneficiary, distributions may be made over the life uf the 
designated beneficiary or over a period certain not greater than the life expectancy n i 

the desijnated beneficiary, commencing on or before December 31 of the calendar 
vein immediately following the calendar year in which the member died. and. if the 
designated beneficiary fs the member's surviving spouse, the dale distributions are* 
required to begin may not be earlier than the later of December 31 of the calendar year
(1) immediately following the calendar year in which the member died, or (2) in which 
the member would have attained 70 1 ? years of age. whichever is earlier. If the 
surviving spouse dies alter the member but before payments to the spouse have begun, 
the provisions of this suhsecuon applv as if the surviving fcpou.se were the member. 
An amount paid to a child of the member shall be treated as if it were paid to the 
surviving! spoust if the amount becomes payable to the surviving spouse when the
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child reaches the age of majority.
(e) If a member has not made a distribution election before the member's 

death, the member's designated beneficiary must elect the method of distribution not 
later than December 31 of the calendar year (1) in which distributions would be 
required to begin under this section, or (2) that contains the fifth anniversary of the 

date of death of the member, whichever is earlier. If the member does not have a 
designated beneficiary or if the designated beneficiary does not elect a method of 
distribution, distribution of the member's entire interest must be completed by 
December 31 of the calendar year containing the fifth anniversary of the member's 

death.
(0 for purposes of (b) of this section, distribution of a member's interest is 

considered to begin (1) on the member's required beginning date, or (2) if the 
designated beneficiary is the member's surviving spouse and the surviving spouse dies 
after the member but before payments to the spouse have begun, on the date 
distribution is required to begin to the surviving spouse. If distribution in the form of 
an annuity irrevocably commences to the member before the required beginning date, 
the dale distribution is considered to begin is the date that the distribution actually 

commences.
(g) Notwithstanding any contrary provisions of AS 39.35.700 - 39.35.990. the 

requirements of this section apply to all distributions of a member’s interest and take 
precedence over any inconsistent provisions of AS 39.35.700 - 39.35.990.

(h) All distributions required under this section are determined and made in 
accordance with 26 U.S.C. 401(a)(9) and regulations adopted under that statute, 

including any minimum distribution incidental benefit requirement.
(i) In this section,

( 1) "designated beneficiary" means the individual who is designated as 
the beneficiary under the plan in accordance with 26 U.S.C. 401(a)(9) and regulations 
adopted under that statute;

(2) "rcquiied beginning date" means the first day ol April of the 
calendar year following the calendar year in which the member cither attains 70 1/2 
\cars of age or actually terminates employment, whichever is later.
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See. 39.35.85(1. Designation of beneficiary. (a) Each participant shall have 
the right to designate a beneficiary and shall have the right, at any time, to revoke the 
designation or to substitute another beneficiary, subject to the following limitation: if a 
married member elects a nonspouse beneficiary, the value of the benefit payable to the 
beneficiary may not exceed 50 percent of the member's portion of the account balance, 
and the member's spouse shall automatically be considered the beneficiary for the 

remaining 50 percent of the account balance, unless the spouse consents to the 
beneficiary designation in a writing that is notarized or witnessed by the administrator. 
If the spouse consents in this manner, a married member may designate a nonspouse 
beneficiary for the entire benefit or any portion the benefit as part of an available form 

of payment contained in this plan,
(1) except to the extent a qualified domestic relations order filed with 

the administrator provides for payment lo a former spouse or other dependent of the 

member: or
(2) unless the member filed a revocation of beneficiary accompanied 

by a written consent to the revocation from the present spouse and each person entitled 
under the order: however, consent of the present spouse is not iequired if the member 
and the present spouse had been married for less than one year on the date of the 
member's death and if the member estai. ished when filing the revocation that the 
member and the present spouse were not cohabiting.

(b) Except as provided in (a) of this se:tion, the member may change or 
revoke the designation without notice to the bond ciary or beneficiaries at any lime.
If a member designates more than one beneficiary, each shares equally unless the
member specifics a different allocation or preference. The designation of a 
beneficiary, a change or revocation of a beneficiary, and a consent to revocation of a 
beneficiary shall be made on a form provided by the administrator and is not effective 
until filed with the administrator.

(c) II a member fails to designate a beneficiary, or if nu designated beneficiary 
survives the member, the death benefit shall be paid

(1 > to the surviving sp i>e or. if there is none surviving;
(2) to the suryiriim children of the member in equal parts or. if there
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1 are none surviving:
2 (3) to the surviving parents in equal parts or, if there are none

3 surviving;
4 | (4) to the estate.
5 I (d) A person claiming entitlement to benefits payable under AS 39.35.700 -
6 39.35.990 as a consequence of a member's death shall provide the administrator with a
7 marriage certificate, divorce or dissolution judgment, or other evidence of entitlement.
8 Documents establishing entitlement may be filed with the administrator immediately
9 after a change in the member's marital status. If the administrator does not receive

10 notification of a claim before the date 10 days after the member's death, the person
11 claiming entitlement is not entitled to receive from the division of retirement and

12 benefits any benefit already paid by the administrator.
13 I See. 39.35.860. Rights under qualified domestic relations order, (a)

14 Notwithstanding the nonn'.Vnation provisions in AS 39.35.900(a), the plan
15 administrate/ may direct that benefits be paid to someone other than a member or
16 beneficiary under a valid qualified domestic relations order that is executed by the
17 judge of a competent court in accordance with applicable state law and that has been

18 accepted by the administrator.
19 (bj The administrator shall determine whether an order meets the requirements
20 of this section within a reasonable period after receiving an order. The administrator
21 shall notify the member and anv alternate ravee that an order has been received and•  » .  *

22 indicate to the member and any alternate payee when the order is accepted. A separâ r
23 account fur the alternate payee portion shall be established as soon as administrative1;
24 tcasiblo alter the order has been accepted by the administrator.
25 See. 39.35.870. Eligibility to elect medical benefits, (a) A member is
26 eligible to elect the medical benefits under AS 39.35.880 if the member
27 (1) has at lcjst 25 years of service as a peace officer or fire fighter or at
28 least 10 sears of service lor all other employees: or
29 (2) is 65 y ears of age an. has at least > rt years ol service.
30 (b) A member’s surv iving spouse is eligible to elect medical benefits under
31 AS 39.35,880 if the member had elected, or was eligible to elect medical benefits at
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the time of the member's death.
(c) Members shall elect or reject medical benefits on the forms and in the 

manner prescribed by the administrator. The decision to elect or reject benelits is 

irrevocable.
(d) Electu the retiree major medical insurance plan is not required in 

order lo elect participation in the health reimbursement arrangement.
(e) A person eligible to elect medical benefits is not required to participate in 

the health reimbursement arrangement in order to elect participation in the retiree 
major medical insurance plan.

(f) An eligible person must make the irrevocable election to participate or not 
participate in the retiree major medical insurance by reaching 70 1/2 years of age. or 

upon termination of employment, whichever is later.
Sec. 39.35.880. Medical benefits, (a) The medical benefits available to 

eligible persons are access to the retiree major medical insurance plan and to the 
health reimbursement arrangement under AS 39.30.300. Access to the retiree major 
medical insurance plan means that an eligible person may not be denied insurance 

coverage except for failure to pay the required premium.
(b) Retiree major medical insurance plan coverage elected by an eligible 

member under this section covers the eligible member, the spouse of the eligible 
member, and the dependent children of the eligible member.

(c) Retired major medical insurance plan coverage elected by a surviving 
spouse of an eligible member under this section covers >be surviving spouse and the 
dependent children of the eligible member who are dependent on the surviving spouse.

(ll) Major medical insurance coverage takes effect on the first iLy of the 

month following the date of the administrator's approval of the election and sops 
when the person who elects coverage dies or fails to make a required premium 
payment.

(e) The coverage for persons 65 years of age or older is the same as that 
available for persons under 65 years of age. The benefits payable to those persons 65 
years of age or older supplement any benelits provided under the federal old age, 
survivors and disability insurance program.
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(f) The medical and optional insurance premiums owed by the person who 
elects coverage may be deducted from the health reimbursement arrangement. If the 
amount of the health reimbursement arrangement becomes insufficient to pay the 

premiums, the person who elects coverage under (a) of this section shall pay the 

piemiums directly.
(g) The cost of premiums for retiree major medical insurance coverage for an 

eligible member or surviving spouse who is
(1) not eligible for Medicare is an amount equal to the full monthly 

group premiums for retiree major medical insurance coverage;
(2) eligible for Medicare is the following percentage of the premium 

amounts established for retirees who arc eligible for Medicare:
(A) 30 percent if the member had 10 or more, but less than 15, 

years of service;
(B) 25 percent if the member had 15 or more, but less than 20. 

years of service;
(C) 20 percent if the member had 20 or more, but less than 25. 

\ears ol service;
(D) 15 percent if the member had 25 or more, but less than 30. 

years of service;
(1£) 10 percent if the member had 30 < r more years of service.

(h) The eligibility lor retiree major mcdi.al insurance coverage for an 
alternate payee under a qurlified domestic relations order shall be determined based 
on the eligibility of the member to elect coverage. The ahernate payee shall pay the 
full monthly premium for retiree major medical insurance coverage.

(i) A person who is entitled to retiree major medical insurance coverage shall
(1) be informed by the administrator in writing

(A) that the health insurance coverage available to retiied 
members may be different from the health insurance coverage provided to 
employees;

(B) of time limits for selecting optional health insurance 
coverage and whether the election is irrevocable; and
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(2) indicate in writing on a form provided by the administrator that the 
person has received the information required by this subsection and whether the 

person has chosen to receive optional health insurance coverage.
(j) Tlie monthly group premiums for retiree major medical insurance coverage 

are established by the administrator in accordance with AS 39.30.095. Nothing in 
AS 39.35.700 - 39.35.990 guarantees a person who elects coverage under (a) of this 
section a monthly group premium rate for retiree major medical insurance coverage 
other than the premium in effect for the month in which the premium is due for 
coverage for that month.

(k) In this section, "health reimbursement arrangement" means the plan 
established in AS 39.30.300.

Sec. 39.35.890. Amendment and termination of plan, (a) The state has the 
right to amend the plan at any time and from time to time, in whole or in part, 
including the right to make retroactive amendments referred to in 26 U.S.C. 401(b).

(b) The plan administrator may not modify or amend the plan retroactively in 
such a manner as to reduce the benefits of any member accrued to date under the plan 

by reason of contributions made before the modification or amendment except to the 
extent that the reduction is permitted by the Internal Revenue Code.

(c) The stale may. in its discretion, terminate the plan in whole or part at any 
time without liability for the termination. II'the plan is terminated, all investments 
remain in force until a.I individual accounts have been completely distributed under 
the plan, and. after all plan liabilities are satisfied, excess assets revert to the employer.

(d) Any contribution made by an employer to the plan because of a mistake of 
fact must be returned to the employer by the administrator within one year after the 

contribution or discovery, whichever is later.
See. 39.35.90U. Exclusive benefit; refunds; credits ciT unvested amounts,

(a) The corpus or income of the assets held in trust as required In the plan mas not he 
diverted or used for other than the exclusisc benefit of the participants.

fb) Notwithstanding (a) of this section, employer contributions to employee 
iiuhudual accounts, and any related earnings, in which terminated employees have not 
vested shall be credited back ti the employer that made the contributions.
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(c) If plan benefits are provided through the distribution of annuity or 
insurance contracts, any refunds or credits in excess of plan benefits due to dividends, 
earnings, or other experience rating credits, or surrender or cancellation credits, shal 
be paid to the trust fund.

(d) The assets of the plan may not be used to pay premiums or contributions of 
the employer under another plan maintained by the employer.

Sec. 39.35.910. Nonguarantee of returns, rates, or benefit amounts. The 
plan created by AS 39.35.700 - 39.35.990 is a defined contribution plan, not a defined 
benefit plan. The amount of money in the account of a participant depends on the 
amount of contributions and the rale of return from investments of the account that 
varies over lime. If benefits are paid in the form of an annuity, the benefit amount 
payable is dependent on the amount of money in the account and the interest rates 
applied and service fees charged by the annuity payor at the time benefits are first 
paid. Nothing in this plan guarantees a participant

(1) a rate of return or interest rate other than that actually earned by the 
account of the participant, less applicable administrative expenses; or

(2) an annuity based on interest rates or service charges other than 
interest rales available from and service charges by the annuity payor in effect at the 
time the annuity is paid.

Sec. 39.35.920. Nonguarantee of employment. The provisions of 
AS 39.35.700 - 39.35.990 are not a contract of employment between an employer and 
an employee, nor do they confer a right ol an employee to be continued in the 
employment of an employer. nor arc they a limitation of the right of an employer to 
discharge an employee with or without cause.

Sec. 39.35.930. Fraud. A person who knowingly makes a false statement or 
falsifies or permits m be falsified a record of this plan in an attempt to defraud the plan 
is guilty of a class A misdemeanor.

Sec. 39.35.940. Transfer into defined contribution plan by nonvcstcd 
members of defined benefit plan, (a) Subject to (g) of this section, an active 
member of the defined benefit retirement plan of ihe public emplo\ees' retirement 
system is eligible to participate in the defined contribution retirement plan established
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under AS 39.35.700 - 39.35.990, if that member has not vested. Participation in the 
defined contribution retirement plan is in lieu of participation in the defined benefit 

retirement plan established under AS 39.35.095 - 39.35.680.
(b) A member who has vested in a defined benefit retirement plan is not 

eligible to transfer under this section.
(c) Each eligible member who elects to participate in the defined contribution 

retirement plan shall have transferred to a new account the present value of the 
member contribution account balance held in trust for the member under the defined 
benefit retirement plan of the public employees' retirement system. A matching 
employer contribution shall be made on behalf of that employee to the new account. 
Upon a transfer, all service credit previously earned under the defined benefit 
retirement plan shall be nullified for purposes of entitlement to a future benefit under 
the defined benefit retirement plan but shall be credited for purposes of eligibility lo 
elect medical benefits under AS 39.35.870. An eligible member whose accounts are 
subject to a qualified domestic relations order may not make an election to participate 
in the defined contribution retirement plan under this subsection unless the qualified 
domestic relations order is amended or vacated and court-certified copies of the order 
are received by the administrator.

(d) As directed by the participant, the board shall transfer or cause to be 
transferred the appropriate amounts to the designated account. The board shall 

establish transfer procedures by regulation, but the actual transfer may not be later 
man 3b days after the effective date of the member's participation in the defined 
contribution retirement plan unless the major financial markets for securities a\ jiiable 
for a transfer are seriously disrupted by an unforeseen event that also causes the 
suspension of trading on any national secuiities exchange in the country where the 
securities were issued. In that event, the 30-Jav period of time may be extended by a 
resolution of the board ol' tmstees. Transfers are not commissionahle or subject to 
other fees and may be in the lonn of securities or cash as determined bv the board. 
Securities shall be valued as of the dale of receipt in the participant's account

(e) If the board oi the administrator receives notification from the I mied 
Slates Department of the Treasury. Internal Revenue Service, that this section or a
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portion of this section will cause the retirement system under this chapter, or a portion 
of the retirement system under this chapter, to be disqualified for tax purposes under 
the Internal Revenue Code, the portion that will cause the disqualification does not 
apply, and the board and the administrator shall notify the presiding officers of tlie 

legislature.
(f) The election to participate in the defined contribution retirement plan must 

be made in writing on forms and in the manner prescribed by the administrator. 
Before accepting an election to participate in the defined contribution retirement plan, 
the administrator must provide the employee planning on making an election to 
participate in the defined contribution retirement plan with information, including 
calculations to illustrate the effect of moving the employee's retirement plan from the 
defined benefit retirement plan to the defined contribution retirement plan as well as 
other information to clearly inform tlie employee of the potem<a! consequences of the 
employee's election. An election made under this subsection to participate in the 
defined contribution retirement plan is irrevocable. Upon making the election, the 
participant shall be enrolled as a member of the defined contribution retirement plan, 
the member’s participation in the plan shall be governed by the provisions of 
AS 39.35.700 - 39.35.990, and the member's participation in the defined benefit 
retirement plan under AS 39.35.115 shall terminate. The participant's enrollment in 
the defincu contribution retirement plan shall be effective the first day of the month 

after the administrator receives the completed enrollment forms. An election made by 
an eligible member who is married is not effective unless the election is signed by the 

individual's spouse.
(g) A member may make an election under this section only if the member’s 

employer participates in both the defined benefits retirement plan and the defined 
contribution teiiremeni plan and con. :nts to transfers under this section. The 
employer shill notify the administrator if the employer consents to allowing the 
emplover's members to choose to transfer from the defined benefits retirement plan to 
the defined contribution retirement plan under this section. An employer's nc/ec to 
allow transfers is irrevocable and applicable to all eligible employees of the employer.

(hi In this section.
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(1) "defined benefit retirement plan" means the retirement pla 

established in AS 39.35.095 - 39.35.680:
(2) "defined contribution retirement plan" means the retirement pla
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established in AS 39.35.700 - 39.35.990.
Sec. 39.35.950. Request by political subdivision to participate and 

adoption of resolution. A municipality or other political subdivision of the state may 

request to become an employer in this plan. The request shall be made after adoption

the resolution by the person required by law to approve the resolution. A certified 
copy of the resolution shall be filed with the administrator. If the administrator 
approves the request for participation, the political subdivision is an employer of the 

plan.
Sec. 39.35.955. Request by public organization to participate and 

adoption of resolution. A public organization may request to become an employer in 

this plan. The request shall be made after adoption of a resolution by the governing 
body of the public organization. A certified copy of the resolution shall be filed with 
the administrator. If the administrator approves the request for participation, the 
public organization is an employer of the plan.

See. 39.35.960. Membership in teachers' and public employees' 
retirement systems. A person who is employed at least half-time in the public 
employees' delined contribution retirement plan (AS 39.35.700 - 39.35.990) during the 
suite period that the person is employed at least half-time in a position in the teachers' 
defined contribution retirement plan (AS 14.25.310 - 14.25.590) shall receive credited 
service under each plan for half-time employment. However, the amount of credited 
service a person receives under the public employees' defined contribution retirement 
plan during a school year may not exceed the amount necessary, when added to the 
amount of credited service earned during the school year under the teachers' defined [ 
contribution retirement plan, to equal one year of creditcJ serv ice.

Sec. 39.35.965. Army and air national guard employees. A regular full ; 
time civilian employee of the Alaska Army National Guard and Air National Guard 
whose entire salary is paid from allotted federal funds is included in the public

ol'a resolution by the legislative body of the political subdivision and after approval of

HC S C S S jJ  I4 K I IN )
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employees' defined contribution retirement plan (AS 39.35.700 - 39.35.990) if the 
federal or state government pays the employer's contributions. If the amount that the 

federal government may legally contribute to the plan is lower than the required 
employer's contribution, the state government shall contribute the difference. If the 
employer's contributions are not paid when due, service credit for the period of 
delinquency may not be granted until the contributions are paid.

Sec. 39.35.970. North Pacific Fishery Management Council employees. 
An employee of the North Pacific Fishery Management Council appointed under 16 
U.S.C. 1852(f)(1) (Sec. 302(f)(1) of P,L. 94-265) whose compensation is paid from 
allotted federal funds is included in the public employees' defined contribution 
retirement plan (AS 39.35.700 - 39.35.990) if the council pays the employer's 
contributions. If the employer's contributions are not paid when due, credited service 
for the period of delinquency may not be granted until the contributions are paid.

requires otherwise,
(1) "administrator" means the commissioner of administration or the 

commissioner's designee;
(2) "alternate payee" means the person for whom an amount has been 

separated into an account under a qualified domestic relations order;
(3) "annuitant" means a member, beneficiary, or alternate payee who is 

receiving a benefit under this plan;
(4) "beneficiary" means the person or persons entitled under the 

provisions of this plan to receive benefits after the death of a member or dtcinate

See. 39.35.990. Definitions. In AS 39.35.700 - 39.35.990, unless the context

payee;
(5) "boa .1" has the meaning given in AS 39.35.680;
(6) "calendar year" has the meaning given in AS 39.35.680;
(7) "compensation"

f A ) means
(i) the total remuneration earned by an employee foi

personal services rendered, including cost-of-living differentials, as 
reported on the employee's Federal Income Tax Withholding Statement



2 W
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(Form W-2) from the employer for the calendar year;
(ii) the member contribution to the public employee

WORK DRAFT 24-LS0637\

retirement system under AS 39.35.730. employee deferrals under 
AS 39.45.010, the wage reduction amount contributed to the Alaska 
Supplemental Annuity Plan under AS 39.30.150(a), and the wage 
reduction amount contributed to the Alaska Supplemental Benefit Plan 

under AS 39.30.150(c), as those statutes may be amended from time to

separation bonuses, welfare benefits, per diem, expense allowances, workers' 
compensation payments, payments for leave not used whether those leave 
payments are scheduled payments, lump-sum payments, donations, or cash-ms, 
any remuneration contributed by the employer for or on account of thl 
employee under this plan or under any other qualified or nonqualified 
employee benefit plan, any remuneration not specifically included above 
which would have been excluded under 26 U.S.C. 3121(a) (Internal Revenue 
Code) if the employer had remained in the Federal Social Security System, or 
any remuneration paid by the employer in excess of the Social Security 

Taxable Wage Base for the calendar year;

that is contributed by the employer under a salary reduction agreement and that 
is not includible in the gross income of the employee under 26 U.S.C. 125. 
132(f)(4), 402(e)(3). 402(h)(1)(B) or 403(b) (Internal Revenue Code); the 
annual compensation limitation for the member, which is so taken into account 
for those purposes, may not exceed $200,000. as adjusted for the cost of living 
in accordance with 26 U.S.C. *101(a)(I /)(B) (Internal Revenue Code, with the 
limitation for a fiscal year being the limitation in effect for the calendar year 
with,in which the fiscal year begins;

(X) "dependent child" has the meaning given in A> 39.35 <>X0;
(0) "distribution commencement date" has the meaning given in

time;
(B) does not include retirement benefits, severance pay or other

(C) notwithstanding (B) of this paragraph, includes any amount

AS 39.35.S40(a);

-id].
.W h - T r x:  L'nJgfl :n«*u’ IZE^En'El> T.S.Vr BH/iCEETEii;

I IC S C ’SSH  111 (F IN )



11

12

13
14
13
1*
17
18

19
20

21
22

23
24

25

20

27
28

30

31

WOr

(10) "employer" means
(A) ihe State of Alaska; or
(B) a political subdivision or public organization of the state 

that participates in the plan;
(11) "fund" means the assets of the plan;
(12) "individual account" means the total maintained by the plan in an 

investment account within the trust fund, established for each member for the purposes 
of allocation of the member's contributions, the employer's contributions on behalf of 
the member, and eamings credited to each of those contributions, investment gains 
and losses, and expenses; as well as reporting of the member's benefit under the plan;

(13) "Internal Revenue Code" means the Internal Revenue Code of 

1986, as amended;
(14) "investment funds" means those separate funds that are provided 

within and that make up the trust fund and that arc established for the purpose of 
directing investment throueh the exercise of the sole control of a member, beneficiary, 
or alternate payee under the terms of the plan and trust agreement;

(15) "limitation year" means the year for which contributions arc made 
to a member's individual account as reported to the Internal Revenue Service and as 

meets the limits described in 26 U.S.C. 415(c):
(16) "member" means an employee of on employer or former 

employee of an employer who retains a right to benefits under the plan:
(17) "membership service" means full-time or part-time employment 

with an employer in the plan;
( 18) 'normal retiicment age" means 65 years of ago;
(19) "participant" means the person who lias a vested right to an 

individual account, such as a membet. an alternate payee if the account is subiect to a 
qualilied domestic relations order, the member's beneficiary if the memncr is 
deceased, or an alternate payee's beneficiary if the alternate payee is deceased:

(20) "peace officer" or "fire fighter" has the meaning given in

AS 3S.35.680;
(21) "plan" means the retirement plan established in AS 39.35.7(10 -

IK DRAFT WORK DRAFT 24-LS0637\C
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39.35.990;
(22) "prudent investment standard" means the degree of care, skill, 

prudence, and diligence under the circumstances then prevailing that a prudent person 
acting in a like capacity and familiar with such matters would use in the conduct of an 

enterprise of a like character and with like aims;
(23) "qualified domestic relations order" means a divorce or 

dissolution judgment under AS 25.24, including an order approving a property 
settlement, that

(A) creates or recognizes the existence of an alternate payee's 
right to, or assigns to an alternate payee the right lo, receive all or a portion of 
an individual account or the benefits payable with respect to a member;

(B) sets out the name and last known mailing address, if any, of 
the member and of each alternate payee covered by the order;

(C) sets out the amount or percentage of the member's benefit, 
or of any survivor's benelit, to be paid to the alternate payee, or sets out the 
manner in which that amount or percentage is to be determined;

(D) sets out the number of payments or period to which the

order applies;
(B) sets out the retirement plan lo which the order applies;
(F) does not require any type or form of benefit or any option 

not otherwise provided by AS 39.35.790 - 39.35.990;
(G) does not require an increase of benelits in excess of the 

amount provided by AS '*9.35.700 - 39.35.990; and
(II) does not require the payment to an alternate payee of 

benefits that are required to be paid to another alternate payee under another 
order previously determined to be a qualified domestic relations order;

(24) "retiric" means an eligible person who has elected to receive 
medical benefits under AS 39.3\880;

(25) "surviving spouse' means the spouse of an employee who has 
been married to the employee for ut least one year ai the time ol the employee's death;

(?(>) "system" has the meaning given in AS 39.35.080;

-103-
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(27) "year of service" means the equivalent of 52 weeks of permanent 
full-time employment, which may consist of a combination of permanent full-time or 
permanent part-time membership service; in this paragraph, "permanent full-time" am’ 
"permanent part-time" have the meanings given in AS 39.35.680.

* Sec. 120. AS 39.45.030(a) is amended to read:
(a) The Alaska Retirement Management [STATE PENSION 

INVESTMENT] Board is authorized, subject to contracts with individual employees 
to invest the funds held under a deferred compensation program. The board has th< 
same powers and duties concerning the management and investment in regard to thost 
funds as are provided under AS 37.10.220 [AS 14.25.180].

* Sec. 121. AS 39.45.030(g) is amended to read:
(g) In this section, "board" means the Alaska Retirement Management

(9) "public official" means 
^A) judicial officer;
(B) the governor or the lieutenant governor;
(C) a pernor, hired or appointed in a department in the 

executive branch as

[STATE PENSION INVESTMENT] Board.
* Sec. 122. AS j 9.45.060 is amended by adding a new paragraph to read1

(2) "board" means the trustees of the Alaska Retirement Management 
Board established under AS 37.10.210.

* See. 123. AS 39.50.200(a)(9) is amended to read:

S CSS It N l(F IN )

(i) the head or deputy head of the department;
(iij the director or deputy director ol a division;
(iii) a special assistant to the head of the department; 
fiv) a person serving as the legislative liaison for the



AS 14.25.035^2) OR OF THE PUBLIC EMPLOYEFS' RETIREMENT 
BOARD APPOINTED UNDER AS 39.35.030(d);]

(F) state investment officers and the state comptroller in the 

Department of Revenue;
(G) [REPEALED
(II)] the chief piocuremenl officer appointed under

AS 36.30.010;
( H )  f ( l ) ]  the executive director of the Alaska Workforce 

Investment Board; and
£1) [(J)] each appointed or elected municipal officer;

* See. 124. AS 39.50.200(b)(54) is amended to read:
(54) Alaska R c t i rein en t Mil n a ucm en t [STATE PENSION 

INVESTMEN TJ Board (AS 37.10.210);
* Sec. 125. AS 44.25.020(2) is amended to read:

(2) collect, account for. have custody of. invest, and manage all state 
funds and all revenues of the state except revenues incidental to a program oflicensine 
and regulation carried on by another state department, funds managed and invested by 
the Alaska Retirement Manatiement [STATE PENSION INVESTMEN I] Board, 

and as otherwise provided by law;
* See. 126. AS 44.25.028tu) is ^mended to read

(a) The commissioner of revenue may designate employees of the Department 
of Revenue who are subject to the provisions of AS 39.50 because of thur 
responsibility lor participating in the management or investment of the funds for 
which the Alaska Retirement Mann cement [STATE PENSION INVESTMENT] 

Board is responsible.
* See. 127. AS 44.25.028(b) is amended to read

(b) It un officer or employee of the I JJnWment of Revenue with responsibility 
for funds for which the Alaska R e t i rcm en t M :i ii a ttctn en t [S I A I) PENSION 
INVHS I MEN 11 Board is responsible acquires, owns, or controls an interest, direct or 
indirect, in an entity or project in which assets under the control of the board are 
invented. the officer or employee shall immcUiately disclose the interest to the board

WORK DRAFT WORK DRAFT 24-LS0b37\C

-105- I l l 'S  C SS II 1-tm lN )
... * ? e .t l l l t ia e r l i t u X  (P E U 'r K D  EX T  I  «tACTKT£T/



3
4

5

6

7
8 
9

10

11

12
13
14

15
16 
17 

IS
19
20 

21 

M  *•

23
24

25

26 

m /
2S

29

30
31

1

2

WO?.?; DRAFT WORK DRAFT |4*S0537\C

The disclosure is a mailer ol’public record and shall be included in the minuies of the 
board meeting next following the disclosure. The commissioner shall adopt 

regulations to restrict officers and employees of the department from having a 
substantial interes’ in an entity or project in which assets under the control of the board 

are invested.
* Sec. 12S. AS 44.64.030(a) is amended by adding new paragraphs to read:

(36) AS 14.25.006 (teachers'retirement system);
(37) AS 39.35.006 (public employees' retirement system).

* Sec. 129. AS 14.25.012(a), 14.25.015, 14.25.020, 14.25.022, 14.25.030, 14.25.035, 
14.25.037. 14.25.170, 14.25.175(c), 14.25.180, 14.25.190, 14.25.220(41); AS 39.30.175(1); 
AS 39.35.010. 39.35.011, 39.35.020, 39.35.030, 39.35.040, 39.35.042. 39.35.047, 3Q.35.060, 
39.35.080. 39.35.090, 39.35.522(e); AS 39.45.025; AS 39.50.200(1»(23), and

39.50,200(b)(29) are repealed.
* Sec. 130. AS 14.25 061(c). 14.25.062; and AS 39.35.350 are repealed.
* Sec. 131. The uncodififd law of the F’.ate of Alaska is amended by adding a new section 

to read:
TRANSITION: INITIAL STAGGERED TERMS OF TRUSTEES OF H IE

ALASKA RETIREMENT MANAGEMENT BOARD. Notwithstanding AS 37.10.210(c). as 
repealed and reenacted by sec. 56 of this Act, the terms of the initially appointed trustees of 
the Alaska Retirement Management Board who are not commissioners shall be set b\ the 
governor to achieve, staggered terms in the manner prouded for nine-member boards by 
AS 'O.05.o55(7).

* See. 132. Th«. uncodified law ol the State of Alaska is amended b\ adding a new section 

to read.
TERMS OF MEMBERS OF THE ALASKA I LAl'HERS' RETIREMENT BOARD. 

AND THE P IB U C  EMPLOYEES' RETIREMENT BOARD. The terms of all board 
Pieumcrs appointed to the Alaska Teachers’ Retirement Board and the Public I mpioyees' 
Keuenunt Boaid expire on the elkctr e date of this section.

* See. 133. Hie unci/dilied law of the St »lc of Alaska is amended by adding a new section 
to read'

TERMS OF MEMBE RS OF I HE ALASKA S I A fE PENSION 1NVHSTMI NT
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BOARD. The terms of all board members appointed to die Alaska Stale Pension Investment 
Board expire on September 30, 2005.

* Sec. 134. The uncodified law of the State of Alaska is amended by adding a new section 

to read:
TRANSITION OF DUTIES BETWEEN ALASKA STATE PENSION 

INVESTMENT BOARD AND THE ALASKA RETIREMENT MANAGEMENT BOARD,
(a) After the effective date of this section and until September 30, 2005. the Alaska State 
Pension Investment Board shall continue to exercise the powers and duties assigned in this 
Act to the Alaska Retirement Management Board. The Alaska State Pension Investment 
Board shall take actions to facilitate the transition of duties formerly assigned to the Alaska 
State Pension Investment Board to the duties assigned in this Act to the Alaska Retirement 
Management Board. A member of the Alaska Retirement Management Board appointed to 

serve as a trustee before September 30, 2005, shall be invited to observe and train with the 
Alaska State Pension Investment Board.

(b) The Alaska Retirement Management Board m; y not assume tlie du'ies and 
responsibilities assigned to the Alaska Retirement Management Board in this Act until 

October I. 2005.
* Sec. 135. 1 he uncodilied law of the State of Alaska is amended by adding a new section 

to read:
TRANSIT ION. Hearings and other proceedings pending under a lau amended or 

repealed by this Act or in connection with functions transferred by this Act continue in el feet 
and nn.\ be continued and completed notwithstanding a transfer or amendment or repeal 
provided tor in this Act, Orders and regulations issued or adopted under authority of a lau 
amended or repealed by this Act remain in elfect for the teim issued, or until revoked, 
vacated, or otherwise modified under the jmoi.sions of this Act. Contracts, rights, liabilities, 
and obligations created by or under a law amended or repealed b\ this Act. and in ellect on 
the effective date of this section, remain in effect notwithstanding this Act's takmg effect 
Records, equipment, appropriations, fund:., and other propcrtN of boards or agencies of the 
stale whu.se functions are transferied under this Act shall be transferred to implement the 
provisions of tins Act.

" Sec. 136. The uncodilTed law ol the State of Alaska is amended In ,<dding a new section

• H I".
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io read:
TRANSITION: REGULATIONS. (a) The Department of Administration and the 

Department of Revenue may proceed to develop and adopt regulations required to implement 

this Act.
(b) Regulations adopted by the Department of Administration and the Department of 

Revenue under this Act relate to the internal management of a state agency, and the adoption 
of the regulations is not subject to AS 44.62 (Administrative Procedure Act).

* See. 137. The uncodified law of the State of Alaska is amended by adding a new section 
to rt' 1:

REPORT TO THE LEGISLATURE BY  ALASKA RETIREMENT MANAGEMENT 
BOARD. It is the intent of the legislature that there will be a mora.orium alter the effective 
date of this Act on legislation affecting all public employees' retirement plans until the Alaska 
Retirement Management Board can present a report to the legislature containing the board's 
assessment and recommendations as provided in this section. The Alaska Retirement 
Management Board shall report to the legislature 120 days after all members are appointed to 
the board, or 15 days after the first day of the first regular legislative session following the 

effective date of this section, whichever is fi st. The report must include the board's
(1) preliminary assessment of the financial health of all public employees' 

retirement plans and all teachers' retirement plans:
(2) assessment of the actuarial services purchased by the board;
(3) recommendations for additional legislative or administrative policy to 

improve the financial health of the retirement plans;
(4) shori-icrm and long-term recommendations for addressing the unfunded 

liability ot the retirement plans; and
(51 recommendations for legislative procedures regarding fiscal notes for new 

legislation ull’ectmg the retirement plans*.
* Sec. 13iS. 1 he uncoditied law of the State of Alaska is amended by adding a new section 

to read
I.NSTRUt IlnN  REGARDING ALASKA I HACJ IlfRS' RE'IIREMENT . .STEM 

BOARD VLASKA PUBLIC E.MPLOYl ES' RETIREMENT SYSTEM BOARD, AND 
A I \SK f\ S J'A'IL PENSION IN VESI MEN t BOARD. W hercver in the Alaska Statutes and

HCS C'SSH I-I I ( F IN) - 10N-
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the Alaska Administrative Code the terms "Alaska Teachers' Retirement System Board," 
"Alaska Public Employees' Retirement System Board,' or "Alaska State Pension Investment 
Board" are used, they shall be read as "Alaska Retirement Management Board" when to do so 

would be consistent with the changes made by this Act.
* Sec. 139. The uncodified law of the State of Alaska is amended by adding a new section 

to read:
SPECIFIC INSTRUCTIONS TO REVISOR OF STATUTES CONCERNING 

SPECIFIC REFERENCES, (a) The revisor of statutes shall change references to "this 
chapter" to "AS 14,25.009 - 14.25.220" in the following statutes: AS 14.25.040(b),
14.25.040(c), 14.25.045(a), 14.25.047, 14.25.061(a), 14.25.062, 14.25.063(a), 14.25.075(c), 
14.25.105, 14.25.107, 14.25.110(k), 14.25.142, 14.25.150(b), 14.25.153, 14.25.160(h), 
14.25.165(1), 14.25.166, 14.25.177, 14.25.195, 14.25.200(b), 14.25.205. and 14.25.210, and 

in 14.25.220 in each place that the phrase appears.
(b) The revisor of statutes shall change the reference to "board" to "administrator" in 

the following statutes: AS 14.25.075 and 14.25.130(f).
(c) 'Ihe revisor of statutes shall change the reference to "system" to "plan" in the 

following statutes: AS 14.25.040(b). 14.25.040(c), 14.25.045, 14.25.047, 14.25.050(a),
14.25.055, 14.25.060, 14.25.061(a). 14.25.062, 14.25.063(a). 14.25.065, 14.25.075(c).
14.25.075(d), 14.25.075(g), 14.25.075(h), 14.25.075(i), 14.25.100(a), 14.25.105(c),
14.25.107. 14.25.110, 14.25.125(c), 14.25.143, 14.25.163, 14.25.165(i), 14.25.167(g),
14.25.168, 14.25.169. 14.25.173(a). 14.25.173(d). 14.25.181, 14.25.200. 14,25.210.
14.25.220(1), 14.25.220(4), 14.25.220(7), 14.25.220(14), 14.25.220(20), 14.25.220(22). 

14.25.220(23). 14.25.220(31), 14.25.220(34), 14.25.220(36). 14.25.220(37), 14.25.220(42); 
AS 39.35.120, 39.35.125, 39.35.160, 39.35.165(a). 39.35.165(c), 39.35.165(d), 39.35.165(e). 
39.35.165(g). 39.35.165(h), 39.35.165(0, 39.35.170. 39.35.180, 39.35.195(b). 39.35.195(c). 
39.35.280, 39.35.300(c), 39.35 310(a). 39.35.310(0, 39.35.340(a). 39.35.342(a).
39.35.342(d). 39.35.345(a). 39.35.345(d). 39.35.360(a). 39.35.360(g), 30.35.360(h),
30.35.3(>0(k). 39.35 370(1). 30.35.370(h), 39.35.370(i). 39 35 570(j). 30.35.570(h).
39.35.3 71 (i), 39.35.381(b). 39.35.381(g), 39.35.385(c). 39.35 400(c). 39.35.450(g),
59.35.475(a), 39.55.475(b), 30.35.475(d), 30.35.500(a), 39.35.505, 39.35.520(a),
39 35 520(d), 39.35.527(a). 30.35.527(b), 39.35 530, 39.35.535(a), 39.35.535(d), 39.35.550,
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39.35.560, 39.35.570, 39.35.580, 39.35.590. 39.35.600, 39.35.610, 39.35.620(a),
39.35.620(h), 39.35.650. 39.35.670, 39.35.675(a), 39.35.680(1), 39.35.680(5), 39.35.680(9), 

39.35.680(12), 39.35.680(15). 39.35.680(16), 39.35.680(17), 39.35.680(20),
39.35.680(21 )(A). 39.35.680(29), 39.35.680(32). 39.35.680(33), and 39.35.680(35).

(d) The revisor of statutes shall change the reference to "board" to "commissioner" in 

AS 39.35.290.
(e) The revisor of statutes shall change references lo "this chapter" to "AS 39.35.095 - 

39.35.680" in the following statutes: AS 39.35.165. 39.35.200, 39.35.300, 39.35.340, 
39.35.350, 39.35.360, 39.35.370. 39.35.371, 39.35.375, 39.35.3S1, 39.35.480, 39.35.490, 
79.35.495, 39.35.505, 39.35.53C 39.35.546, 39.35.547, 39.35.615(c), 39.35.620(c),

39.35.660, 39.35.675(b), 39.35.677, and 39.35.680.
(f) The revisor of statutes shall renumber AS 39.35.690 to follow AS 39.35.990.

* Sec. 140. The uncodified law of the State of Alaska is amended by adding a new section 
to read:

IMPLEMENTATION OF SECTIONS 138 A N il 139 OF THIS ACT. Under 
AS 01.05.031. the revisor of statutes shall implement secs. 138 and 139 of this Act in the 
Alaska Statutes, and. under AS 44.62.125(b)(6), the regulations attorney shall implement secs. 
138 and 139 of this Act in the administrative code.

* See. 141. Sections 8, 9, 11. 12, 17. 84 - 89. 101, 108, and 130 of this Act take effect 
June 30.2010.

* Set. 142. Section 140 of this Act lakes effect immediately under AS 01.10.070(c).
* Set. 143. Except as provided in secs. 141 and 112 of this Act. this Act take:; effect July 1, 

2005.

I l G i  CSS It 14KFI.V) -1111-
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■ How a retirement system works
* What is the current status of Alaska’s system?
■ What went wrong?
■ Conclusions
■ SB 141 Solutions
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How a retirement system works

T l i e  S e n a t e  I m a n c e  C o m m i t t e e



How a retirement system worksSB 141- RetircqjaiiC Security Acl

D eterm ine how  
new m onies  
com e into  the  
system

All Three System Components Must be Working in Balance

’ I 
OS#*

H y :  T h e  S c n a i c  l- 'in a n c c  C o m m i l l c c
D a l e :  A p r i l  2 5 'vl. 2 0 0 5

P a g e :  4

Funding
Policies

Investment
PoliciesSecure and  

Sustainable 
Retirement 
. System /

Benefits- m - »• ’
Policies

D eterm ine how  
the  m on ey  in 
th e  system  is 
invested

D eterm ine  the retirem ent, 
m edical and death  
benefits  o ffered  to  
m em bers



Sli 141- Retirement Security Act How a retirement system works

Net System 
% Assets --v

Member Contributions

v

Investment Gains

& D riven By  
In vestm en t P o lic ies

Investment Losses
/

Admin &  Investment Expenses

Driven By B enefits  
Polic ies

Benefits & Refunds Paid

)

htr — " i n  U v :  T l i c  S e m i t e  I ' im m e c  C o m m i t t e e
D a t e  A p r i l  2 .V '1. 2 0 0 5
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What is the status of 
Alaska ’s system ?

Hy The S'enalc linnnic C’oinmiilr c 
Dale: Apnt 2V'1. 2005



SB H I -  Rclimncnt Security Act What is the status of

<M*7 c  d *11 ^ ____________ Assets Neeaec
v  I » D i l l  Accrued I

Alaska’s system?
Assets Needed to Meet 

Accrued Liabilities

+ $ 1 ,6 0 7 . 0  Mill

Investment Results

- $35.7 Mill

Admin &  Investment Expenses

- $826.7 Mill

Benefits &  Refunds Paid

Actuarial Valuation as of June 2009 
annotated with 2004 system las'i flows

“( onitiinrd I I  KS A t Acluirul A*wl Viluci

i V  "*-iprj fly; TIic Scnaic 1'iiiancc ('oinnuiicc
D a le : A p r i l  2 3 rd. 200S

I ’ a j 'c ;  t



What is the status of

70.2°u PERS 2004

* G2 8“ TRS 2004

See A p p e n d ix  A  for D a ta

1975 77 79 01 '83 '85 '07 '89 '91 '93 '95 '97 99 '01 ’03 '05

. t»T5.
"fZ-MT I Iv  'H ie  S v ia le  lin a n e e  C itm m m e e  

D a le  A p n l  2 V J. 2 0 0 5
P a g e -  8



250%

400%

35 0%

30.0%

20 0%

15 0%

•5 0%

983 1985 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029 2031

What is the status of 
Alaska’s system?

S li 141- Retirement Security Act

PERS Payroll Contribution Trend & Forecast

i ' i Employer Past Service Cost 
■ ^■ 1  Employer Normal Cost 
i *i Employee Contribution

■ Total PERS Payroll Contribution

. . V * '

l l v  H i e  S e n a t e  l  in a n c c  C o m m i t t e e
D a t e :  A p r i l  2 3 '° .  2 (K )5  P a g e :  9



What went wrong ?

Ti By: Tlie Scnuic Finance Committee

% 5 D a l e :  A p r i l  1 . ^ . 2 0 0 5
P a g e :  10



18.000,000

$16,000,000

$14,000,000

$12,000,000
oo

c
Q $10,000,000

ss.ooo.ooo

$6,000,000

$4,000,000

SB 1 41- Retirement Security Act

Combined P E R S  & TRS 
Actuarial Valuations (2004)

■Accrued Liabilities 

■Actuarial Value Assets 

■Market Value Assets

See Ap|>ciidix B fur Data

What went wrong?

Accrued Liabilities $17,567,516 

16,397,262

$15,271,233
$5.7 Billion 

Shortfall

\ cm anti Value Asset- $11.875,784

* Actuarial Value of Assets: Asset Market Value is adjusted by the 
actuary in an effort to bring more order and predictability to the 
employer contribution rate and to smooth out year to year market 
fluctuations. Prior to 2002. Mercer used a “corridor method". Beginning 
in 2002 they switched to a 5-year "smoothing method".

1994 1995 1996 1997 1998 1999 2000 200! 2002 2003 2004

i g £ p ~ '- £ r | B y :  T h e  S e n a t e  I- 'in a n e c  C o m m i t t e e
D a t e :  A p r i l  2 3 " ' ,  2 0 0 5

NjsSB* P a g e :  11
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SB 141- Retirement Security Act

$16,000,000

$14,000,000

$12,000,000

SI 0.000,000

SS.000,000

$6,000,000

•Accrued Liabilities 

■ Actuarial Value Assets 

■Market Value Assets

What went wrongs

s S 2.USS.S2

Actuarial Value A'-sets SI I .S75.7S4

See Appendix B for Data
$4,000,000

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

By: Tlie Senate Finance Committee 
Date: April 23,J. 200$

I ’ a g c :  12



SK 141- Retirement Security Act What went wrong?

• Inaccurate assumptions
• Historical understatement of system liabilities
• Rising health costs
• 3-yr bear market
• Declining interest rates
• Unfavorable demographic changes 
•Timing of the recognition of market losses
• Artificially low contribution rates in good times
• Legislation that has increased benefits 
•Awarding of Post Pension Retirement Adjustments

A  Combination o f  Factors Created Our Present Situation

B y :  T h e  S e n a t e  F in a n c e  C o m m i t t e e
D a t e :  A p r i l  2 3 ftl. 2 0 0 5

P a c e :  13



SB 141- Retirement Security Act What v. e n t  wrong?

20% - Factors Contributing to 10.83% PERS Employer Rate Increase'
(% of Cumulative ; 398 to 2004 Rate Increase Attributed to Each Factor) 14.45%

io% —

0%

(10%)

<20';»

(5.08% I

(30%)

5.80%

(1.80%) (1.46%)
(0.60% )

Actuarial Loss (Increased Em ployer Rale) 

Actuarial Gain (D ecreased Em ployer Rate)

(34.70%)

(40%)
Assumption Investment Health Demographic Asset Valuation Contri Shortfall 102% Funding Ad hoc PRPA System Benefit Salary Rast Service

Changes Experience Experience Experience Method Due to 2 Year Ratio Changes Experience Amortization
Calculated Fite Adjustments Change

■ PER S Employer Rate increased from 7.36%  in 1998 to 28 .19%  in 2004

I3>. The Senate Finance CommitteeIJJ D a t e :  A p r i l  2 3 ,J. 2 0 0 5 P a g e :  14



SB 141- Retirement Security Act

Conclusions
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Investment DriversFunding Drivers

Retires Medical Costs 
MortalityRates''
.Rjeli r.emeht/Tcimove r 
Rates
Past Service Liabilities

Inflation
fylar^Perfofrriance 
Econorriic Pefformanee 
Riskifolerance

Constraints
Statutory Provisions 
Alaska Constitution 
System Cash Requirements 
Federal Regulations 
Bargaining Agreements /  
Size of Asset Pool /

Health CareCosts \  
New. Legislation 
Salary Increases 
Recruitment ©Retention 
Goals
Age of worldforce 
COLAs J
Benefit Drivers

Difficult to Control System Drivers

SB 141- Retirement Security Act Conclusions

Financial &  Economic Drivers are Hard T o  Predict and D ifficult to Control

By: nic Senate Finance Committee
Date: April 23rd. 2005 P a g e :  16



SB 141- Retirement Security Act Conclusions

Member Contributions

Tier Structure & 
Statutes

Admin &  Investment Expenses

ASPIB & Div of 
Retirement/Benefits

Net System 
Assets

Investment Gains

Investment Losses

Benefits &  Refunds Paid

Tier Structure, 
Legislature & Statutes

Responsibility &  Oversight is Fragmented Am ong D ifferent Entities

By: The Senate Finance Committee 
Date: April 23nl, 2005

P a p e :  17



SB 141- Retirement Security Act Conclusions

Current \ .etirement System Organization

Adopt PERS policies and Adopt TRS policies and
regulations regulations
Act as an Appeals Board Act as an Appeals Board
Set Annual PERS Set Annual TRS Employer
Employer Contribution Rate Contribution Rate
Adopt actuarial Adopt actuarial
assumptions assumptions

Establish Investment 
Policies

Manage and Invest 
Retirement Trust Funds

B y :  T h e  S e n a t e  F in a n c e  C o m m i t t e e
- ‘ ■ -V  D a t e :  A p r i l  2 3 ,J, 2 0 0 5

Pape: IS



I nvestment DriversFunding Drivers

Targeted Funding Ratio 
Empioyer GontribUtion Rates 
Actuarial Assumptions

Manageable Controls Asse^Allpcatrdh>Pol|cy 
Asset/Uabllity, Equation 
Investment Expenses

Retirement Boards 
Some Statutory Provisions 
Plan Provisions 
Department Regulations 
Management Structure /

• New Legislation
• ‘VyaiversS, Appeals
• Tier Benefits

iBenef it; Drivers

Parts o f The System Can...and Should.... be Better Managed

Manageable System Drivers

SB 141- Retirement Security Act Conclusions

H y :  H i e  S e n a t e  F in a n c e  C o m m i t t e e
D a t e :  A p r i l  2 3 rJ. 2 0 0 5 P a p e :  19



SB 141- Retirement Security Act Conclusions

Important Conclusions

• System assets and liabilities must be jointly managed

• System volatility needs to be reduced

• Cost predictability and controls must be improved

• Employer contribution rates must be stabilized

• Liability growth must be contained

• Existing liability must be reduced

By: The Senate Finance Committee 
Date: April 23"1. 2005

P a g e :  2 0



SB 141- Retirement Security Act

.C5»3S>s
By: The Senate Finance Committee 
Date: April 23,J. 2005

P a g e :  2 1



SB 141- Retirement Security Act Legislation Overview

Key Elements:
• Replaces the existing boards (PERS, TRS, ASPIB) with a new 

9-member Alaska Retirement Management Board (ARMB)

• Provides more employer representation on the board; 
strengthens the board’s fiduciary responsibilities; gives the 
board responsibility for setting employer contribution rates and 
for adopting actuarial assumptions

• Transfers the responsibility for hearing waivers and appeals to 
the Office of Administrative Hearings

• Increases payroll contributions for existing employees by 0.5% 
annually ur " employers and employees share normal costs
50/50 (This prov ision was removed by House State Affairs)

• Establishes a Defined Contribution (DC) Plan, Retiree Medical 
Benefit and Health Reimbursement arrangement for new 
employees

f l i c  S e n a t e  l - in a n c c  C o m m i i l e c



SB 141- Retirement Security Act Board Restructurinp

SB 141 Retirement System Organization
Dept of Administration j Dept of Revenue

Office of 
Administrative 

Hearings

Div of Retirement 
& Benefits

Adopt policies and 
regulations

By: Hie Senate Finance Committee
Date: April 23,J. 2005

Alaska Retirement 
Management Board 

(ARMB)
~ i -------------------------

Consolidated Board 
Responsibilities

I
Manage and invest Trust 
Assets in a manner that is 
sufficient to meet the liabilities 
and obligations of the system 

Establish Investment Policies 
and Options 

Set Annual PERS/TRS 
Employer Contribution Rates 

Review ar.d Adopt Actuarial 
Assumptions

Treasury Division

Investment Advisory Council (Optional) 

Investment Consultant

Actuary

Nine Trustees
Commissioner of Revenue

Commissioner of Administration

3 Public members; Alaska residents who 
are not beneficiaries of the system

1 finance officer of a political subdivision

1 finance officer of a school district

1 P E R S  member (active or retired)

1 TRS  member (active or retired)

Trustees must be professionally credentialed 
or have recognized competence in one or 
more fields of investment management, 
finance, banking, economics, accounting, 
pension administration, or actuarial analysis.

P a g e :  2 3



Active Member

Cumulative benefit 
payout over members 
retired life time is not 
necessarily 
representative of 
what they deposited 
during their active 
career

Retired Member

Employer Active Member

Retired Member

Employer

Defined Contribution PlanSB  141- Retirement Security Act

Defined Benefit 
System

Defined Contribution 
System

Money available for 
retirement is directly 
dependant on the 
amount put into the 
employee’s account 
during his working 
years and the 
cumulative investment 
earnings.

Benefit ends when 
account is depleted.

Pension is paid out 
based on a set 
formula.

R io  Senate f inance C o m m itte e  
A p r il  I J f 0 2<X)5

I’ajie 24



i- Retirement Security Act Defined Contribution Plan

FY 06 Normal Cost Comparisons -  TRS Tier II & PERS 
Tier III vs. SB141 DC Proposals

FY 06 Normal Cost Rates
TRS II PERS III cs

SB141(FIN)
HCS

CSSB141(STA)

Medical normal cost rate 7.93% 7.23% 1.75% 3.75%

Defined contribution rate 12.43% 10.32% 12.50% 12.50%

HRA contribution rate 0.0% 0.0% 2.00% 2.00%

Gross normal cost rate 20.36% 17.55% 16.25% 18.25%

Member contribution rate (8.65)% (6.81)% (8.00)% (8.00)%

Employer normal cost rate 12.71% 10.74% 8.25% 10.25%
J

*jn?V‘
f r a ? 5 ” , c S c n a i c  l ; , n a n c e C o m m i i ! t f e

D a le  A p r i l  20 (|S



SB  141- Retirement Security Act Leaislation Overviewi . — .  ...

Our primary objective must be to ...

• Maintain Our Ability to Recruit and Retain Talent
• Maintain the Attractiveness of Public Sector Employment
• Ensure the Solvency of Alaska’s Retirement System

• Strengthen Management & Fiduciary Oversight
• Improve Our Ability to Predict and Control Costs
• Constrain the Growth of the Unfunded Liability
• Provide Near Term Financial Relief to Employers
• Pave the Way For Developing a Long-term Financial Fix

SB 141 will

H y : T l i e  S e n a t e  N u a n c e  C o n ’ i n i l l c c
D a le :  A p r i l  2 .V '1. 2 0 0 5
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AMENDMENT 1

1 Page 47, line 11
2 Delete “ three”
3 Insert “seven"

4
5 Page 47, lines 24-31
6 Page 48, lines 1-5
7 Delete all material

8 Insert
9 (3) two trustees shall be a member of the public employees’ retirement

z.
10 system who shall be selected from a list o^nominces submitted by public employees'

11 retirement system bargaining units;
12 (4) two trustees shall be a member of the teachers’ retire tent system who

x13 shall be selected from a list ofyiominccs submitted by teachers retirement system
14 bargaining units.

15
16 

17 
IS
19

20 
21 

22

23
24

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY
TO: HCS CSSB  141 (STA)

24-LS063J\X
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0 3

A M E N D M E N T  1

OFFERED IN THE HOUSE
TO: HCS CS SB 141 (STA)

24-LS0637\X

BY  R EPR ESEN T A T IV E  K E L L Y

S ’-

i
•>mm

3

4
5
6
7
8

9
10 
11 

12
13

14

15 
ir>
17

18
19
20
21
-)•> am am

23
24

Page 47, line 11
Delete “ three”
Insert “seven”

Page 47, lines 24-31 
Page 48, lines 1-5 
Delete all material 
Insert ^

( l ,v v l

ifJ *

*

i

(3) two trustees shall be a member of the public employees’ retirement 
system who shall be selected from a list ol^nominecs submitted by public employees’ 
retirement system bargaining units; i L . U ,

[ £  ) \
(4) two trustees shall be a member of the teachers’ retirement svstcm who

\
shall be selected Irom a list ol nominees submitted by teachers’ retirement system

A / 1 f t .

U  '\ A  v » <’

barszaininsz units.
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O FFERED  IN THE HOUSE 
TO: HCS CS SB 141 (STA) 

24-LS0637\X

BY  REPRESEN TAT IVE K ELLY

1
2

3
4
5
6
7

8
9
10 
11 
12 

13 
1-1

Page 47, line I I
Delclc “three”
Insert “seven”

I’age 47, lines 24-31 
Page 4S, lines 1-5 
Delete all material 
Insert

r o
xo

o~
b o x

\

(3) two trustees shall be a member of the public employees' retirement 
system who shall be selected from a list of nominees submitted by public employees 
retirement system bargaining units;

(  gL) (4) two trustees shall be a member of the teachers’ retirement system who 
shall be selected from a list ol nominees submitted by teachers’ retirement system 
bareainine units.

21

22

23
24



24-LS0637\X.8 

C raver 
4/30/05

4

(y^ O jp  Y ■' 

TO: HCSCSSB 141(STA) I ^ Y Y V  ' ■ '* ^  '

l / \ j  r f  C d O r f c r i W

A M E N D M E N T  |

OFFERED IN THE HOUSE

1 Page 47, following line 11:
2 Delete "three"
3 Insert "seven"

Page 47, line 24. through page 48, line 5:
6 Delete all material and insert:
7 "(D) two trustees who are members of the public employees’

.4V\V’ f-S retirement system, selected from a list ofmominees submitted by public

9 employees' retirement system bargaining units;
jq (E) two trustees who are members of the teachers' retirement

11 system selected from a list of/nominees submitted by teachers' retirement

12 system bargaining units."

P

14 Page 48, line 7:
15 Delete "or elected"

16
17 Page 108, line 1:
IS Delete "AS 37.10.210(b)(3)"
19 Insert "AS 37.10.210(b)(2)(D) and (E)"

-1-



24-LS0637\X.I6

Cravcr
4/30/05

d w f o i m ' V H  \ o* \
S  V

' j  J ?  ( L o p  U  o y f  

O i A p / i u f i d  m  - ■ *  I

1 Page 48, line 16:
2 Delete "three-"
3 Insert "two-"

4
5 Page 108. line 1:
(j Delete "appointed"

7 Insert "elected"

A M E N  1) M E N T

OFFERED IN THE MOUSE
TO: HCSCSSB 141 (STA)

L -I-



AMENDMENT 2

OFFERED IN THE HOUSE
TO: HCS CSSB 141 (STA)

24-LS0637\X

BY  REPR ESEN T A T IV E  K E L L Y

1
2

3

4

5

6
7

8
9

10 
11 
12
13

14

15

16

17

18

19

20 
21 
22
23

24

Page 59, line 15

Delete “ two" 
Insert “2.5”



AMENDMENT 2

O FFERED  IN THE HOUSE 
TO: IICS CS SB 141 (STA) 

24-LS0637\X

B Y  R EPR ESEN T A T IV E  K E L L Y

1
2

Page 59, line 15
Delete “ two”

V -
r



HOUSE FINANCE
COMMITTEE

DATE: t% Q h il'& O / 2 tt0 5  

Amendment:

* j) 'to 3  */b
MEMBER Favor Oppose

CROFT

FOSTER 1/

HAWKER

HOLM

JOULE \ y

KELLY

MOSES

STOLTZE IS *

WEYRAUCH is

CHENAULT

MEYER ly
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AMENDMENT 3

OFFERED IN THE HOUSE
TO: HCS CSSB 141 (STA)

24-LS0637\X

1 Page 16, line 10
2 Delete “4.5”
3 Insen “5”

4
5 Page 83, line 20
6 Delete “4.5”
7 Insert “5”

8 
9
10

11
12
13

14
15
16
17

18
19
20 

21 

22
23
24

B Y  R EPRESEN TA T IVE  K ELLY



r v o l o ^
AMENDMENT 3

OFFERED  IN THE HOUSE B Y  REPR ESEN T A T IV E  K EL L Y
TO: HCS CS SB 141 (STA)

24-LS0637\X

1 Page 16, line 10

2 Delete “4.5”
3 Insert “5”

4
5 Page 83, line 20
6 Delete “4.5”
7 Insert “5”

8 
y
10
11
12

13
14

15
16
17
18

19
20 
21 
22

23
24



AMENDMENT 4

3
4

5
6 
7 

S 

9

1 Piif-c 27, line 27

2  Following ( | )

Delete “and"

Insert
Following (k )

Insert "and (n)"

Page 28 line 7-line 8

Delete "use of the subsidy base for Medicare-eligible premiums”

Insert: “be eligible for benelits as defined in (n ) of this section"

Page 28, line 1(1

I ii Delete all material

I I Page 28, line 11

12 Delete all material

] j  Page 28, line 14

Delete "Fach"

Inset t '1 he”

Page 28

Folhmmg line 15 

Insert

(n ) The cost of premiums for a participant who is eligible for Medicare is the following 

percentage ol (lie premium amount:

(A ) hipcicent it the member had JJlur- more, but less than 15. years of service,

~1 (ID 25 perccni it the memlvr had 15 or more, but less than SfcJ. years of service:

2 2  tC 'l 2 0  percent if the member had 20  or more, but less than 25. years of service;

2 3  (D ) lOpeiLerit if the member had h) or more years of service.
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14

15 
H> 
17 

IS 
10 

20



] Page 16, line 12
2 Delete “3.75"
3 Insert “2.5"
4 Kcminihcr Accordingly
5
6
7
8
9
10
11
12
13
14
15
16 
17 
IS
19
20 
21 
22
23
24
25
26
27
28
29
30
31
32
33



AMENDMENT 4

1 I’age 27, line 27

2 Following (j)

^  Delete 'lincT

^  Insert

Following (k)

Insert “and (n)"
6

I’age 28 line 7-line 8
7

Delete "use of the subsidy base for Medicare-eligible premiums ’

s
Insert: "be eligible for benefits as defined in (n ) of this section”

^  I’age 28, line 10

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY
TO: HCSCSSB 141 (STA)

24-LS0637\X

Hi Delete all material

1 1 1’age 28, line 11

12 Delete all material

] 3  I’age 28. line 14

Delete "Facli"

. -  Insert "The”1?
I'iige 28

If.
Followine line 1*.

17
Inseit

IS
(n )  The cost ol premiums for a participant who is eligible for Medicare is the following

19
peicentage ot the premium amount:

(A ) *0 percent if the member had 10 or more, but less than 15, year of service:

21 (H) 25 percent if the member had 15 or more, but lc>s than 70. ye.us of service;

2 2  ( O  20 percent if the member had 20  or moie. but lesv tlian 25. years ol sei vice;

2 5  (D ) 10 percent if the member had 50  or more jenrs of service.



1 Page 16, line 12
2 Delete '3.15"

3 Insert "2.5”
4 Renumber Accordingly
5
6
7
8 
y 
10 
11 
12
13
14
15
16
17
18
19
20 
21 
22
23
24
25
26
27
28
29
30
31
32
33



I
2

j

4

5
6
7

8
y

10
11
12

13
N
15

16
17
IS

19
20
21
22

23

A M E N D M E  N T C j

OFFERED IN THE HOUSE 
TO: MCSCSSB H I

Page* 16. line 12: I
Delete "3.75" \
Insen "2.5" \

Page 27. line 27:
Delete "(j) and (k)"

Insert"(]). (k), and (n)"

Page 28. lines 7 - S:
Delete "will use the subsidy base lbr Medicare-eligible premiums" 
Insert "are eligible for benefits as provided in (n) of this section"

Page 28, line 8.
Delete "will"

Insert "shall"

Page 28. line 10, following "(m)". through line 11:
Delete all material.

Page 28, line 12:
Delete "the subsidy"
Insert "The subsidy"
Delete "will be"

•1-

24-LS0637\X.l I 

Cruvcr 
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I
9
nJ

4
5

6

7
8
9

10

11
12
13
14
15
10
17

18
19

20
21

D

Page 28, line 14:
Delete "Each"
Insert "The"
Delete "will"

Insert "shall"

Page 28. following line 15:
Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the 

following percentage of the premium amount:
(1) 30 percent if the member has 10 or more, but less than 15 years of

service:
(2) 25 percent if the member has 15 or more, but less than 20 years of

service:
(3) 20 percent if the member has 20 or more, but less than 25 years of

service;
(4) 10 percent if the member has 30 or more years of service."

ReJetler the following subsections accordingly.

24-LS0637'vX.I I

Insert "shall be"

L



1
2

4
5

6
7

8

9
10

11
12
« '

14

15
16
17
IS

1‘)
20

21

23

A M E N 1) M E N 1' U

p \ ^ °

OFFERED IN THE HOUSE
TO: HCSCSSB I4I(STA)

Page 1

24-LS0637\X.ll

Page 27. line 27:
Delete "(j) and (k)"
Insert "(j), (k). and (n)"

Page 2S, lines 7 - S:
Delete "will use the subsidy base for Medicare-eligible premiums" 
Insert "are eligible for benefits as provided in (n) of this .section"

Page 28. line S
Delete "will"

Insert "shall"

Page 28. line 10. following "(in)", through line 11:
Delete all material.

Page 28. line 1 _.
Delete "the subsidy 
Insert "Flicsubsid>
Delete "will be"

L - I -



24-LS0637\X.l 1

Page 28. line 14:
Delete "Each"
Insert "The"
Delete "will"
Insert "shall"

Page 28. following line 15:
Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the 

following percentage of the premium amount:
(T) 30 percent if the member Ik s  10 or more, but less than 15 years of

service:
(2) 25 percent if the member lus 15 or more, but less than 20 years of 

service; .
(3) 20 percent if the member Iks  20 or more, but less than^'years ol

ser\ ice:
(4) 10 percent if the member ha> 30 or more years of .service."

Insert "shall be"

Relcller the following subsections accordingly.



< p p o fctjs<4 P W 24-LS0637\X.l I 
Graver 

4/30/05

!jv] f j j J  A M E N 1) M E N T U
J

J
4
5

6
7
8 
9

1U
11
12
13

14
15

16 
17 
IS 
lo 
20 

21 
22 
•>3

OFFERED IN THE HOUSE
TO: HCSCSSB 141(STA)

Page 16, line 12:
Delete "3.75"
Insert "2.5"

Page 27, line 27:
Delete "(j) and (k)"

Insert "(j), (k), and (n)"

Page 28, lines 7 - 8:
Delete "will use the subsidy base lor Medicare-eligible premiums" 
Insert "are eligible for benefits as provided in (n) of’this section"

Page 28, line 8:

Delete "will"
Insert "shall"

Page 28, line 10, following "(m)". through line 11:
Delete all material.

Page 28, line 12:
Delete "the subsidy"
Insert "The subsidy"
Delete "will be"

V > i-

L -J-



]
n
nj
4

5
6
7
8
9

10

II
!2

13
14

15

16
17

IS

19
20
21

24-LS06?7\X.l 1

I’age 28. line 14:
Delete "Each"

Insert "The"
Delete "will"
Insert "shall"

Pace 28. following line 15:
Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the 

following percentage of the premium amount:
(1) 30 percent if the member has 10 or more, but less than 15 years of

service;
(2) 25 percent if the member has 15 or more, but less than .0 years of

service; S o
(3) 20 percent if the member has 20 or more, but less than^'jeat s of

service:
(4) JO percent if the member has 30 or more years of service 

Rcletier the following subsections atcosdirigh.

Insert "shull be"

i.
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COMMITTEE
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Amendment:
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M EM BER  Favor Oppose



HOUSE FINANCE
COMMITTEE

DA'i E:

Amendment: ^  Cx-s>

M EM BER  Favor Oppose



HOUSE FINANCE
COMMITTEE

DATE:

'Amendment: S #  l j / j  

MEMBER Favor Oppose
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KELLY

MOSES

STOLTZE

WEYRAUCH

CROFT

FOSTER

HAWKER

MEYER

CHENAULT 1 /



AMENDMENT 5

1 Page 93, line 19
2 Delete All Material

3 Insert
4 (1) has at least 25 years of service as a peace officer or lire fighter or at least 30

5 years of service f»r all other employees; or”

6 Page 95, line 6
7 Following (j)
8 Delete; “and"

9 Insert
10 Following (k)
11 Insert “ and (n)”
12 Page 95 line 17-line 18
13 Delete “use the subsidy base for Medicare-eligible premiums.”
14 Insert “ be eligible for benefits as defined in (n) of this section."

15 Page 95, line 20-21
16 Delete All Material

17 Page 95, line 24
18 Delete “ Each"
19 Insert "The
20 Page 96
21 Following line 25 insert
22 (n) The cost of premiums for a participant who is eligible for Medicare is the

23 following percentage of the premium amount:

24
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1 (A) 30 pcrcenl if the member had 10 or more, but less than 15, years
2 (B) 25 percent if the member had 15 or more, but less than 20, years
3 (C) 20 percent if the member had 20 or more, but less than 25, years
4 (D) 10 percent if the member had 30 or more years of service.

5 I’age 83, line 22
6 Delete “3.5”

7 Insert “2.5”
8 

9
10
11
12

13
14
15
16
17
18
19
20 
21 
22
23
24
25
26
27
28
29
30

31

of service: 
of service; 
of service;



1
2
•"»j
4

5
6
7

S
9

10
11
12

13
14

15
16
17

18
19

20

21
i-i

2 *

24-LS0637\X.I2
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a M E N 1) M  E N T ^

OFFERED IN THE HOUSE
TO: HCSCSSB 141 (STA)

Page 85, line 22:
Deleie "3.5"
Insert "2.5"

I’age 95, line 19, following "the member has":
Delete all material and insert "at least 2:> \ears of service as a peace olficer or fue

fiuhter or at least 30 years of service for all other employees; or"

Pane 94, lines 4, fnP awing "a member with at least":

Delete "30 >ears ftf service"
Insert "25 years of service as a peace officer or fire fighter or at least 30 years of 

service for all other employees"

Page 95. line 6:
Delete "(j.) and fk)"
Insert "(j), (k). and fn)"

Page 95, lines 17 - IK:
Delete "will use the sub:;id\ base for Medicare-eligible premiums 
Insert "are eligible for benefit us provided in i n) o! ibis section

Page 95. line IS:
Delete "will"

L 1-



:--LS0637\X.12

4

5

1

2

7

K
9

10
11

14

15
16

17

20
21

24
j?

20

27

:s
£2

Page 95, line 20 following "(m)" through line 21; 
Delete all matcriJ.

Insert "shall"

6 Pane 95. line 22:
Delete "the subsich" 
Insert "The subsidy" 
Delete "will be" 
Insert "shall be"

12 Page 95, line 24:

13 Delete "Each"
Insen "The" 
Delete "will" 

Insert "shall"

18 Page 95. following line 25:

19 Insert a new subsection to read:
"(n| The cost of'premiums for a participant who is eligible for Medicare is the

following percentage of the premium amount:
(1) 30 percent if the member has 10 or more, but less than 15 v ears ol

service;
( I )  2 5  percent if the member has 15 or moie. but less t|an 2d years of

>oi \ ice;

service:

<30
(1) 20 percent if the member has 20 or more, but less than f̂**tears ot

(1) Id percent it the memho: has 30 more v :ar. of service

3d Keletter the lollowmy subsectionsateoubngl)

L

I
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AMENDMENT 5 0-2

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY
TO: HCS CS SB 141 (STA)

24-LS0637\X

1 Page 93, line 19

2 Delete All Material

3 Insert
4 (I)  has at least 25 years of service as a peace officer or fire fighter or at least 30

5 years of service for all other employees; or"

6 Page 95, line 6
7 Following (j)

8 Delete “ and"
9 Insert
10 Following (k)
11 Insert “and (n)"

12 Page 95 line 17-line 18
13 Delete “use the subsidy base for Medicare-eligible premiums,
14 Insert "be eligible for benefits as defined in (r' ol this section."

15 Page 95, line 2(1-21
16 Delete All Material

17 Page 95. line 24

18 Delete "Each"
19 Insert " The
2(1 Page 96
21 Following line 25 insert
22 (n) The cost of piemiums lor a participant who is eligible for Medicare is the

23 following percentage of the premium amount;

24



1 (A) 30 percent if the member had 10 or more, but less than 15, years of service;
2 (B) 25 percent if the member had 15 or more, but less than 20, years of service;
3 (C) 20 percent if the member had 20 or more, hut less than 25, years of service;
4 (D) 10 percent if the member had 30 or more years of service.

5 Page 83, line 22
6 Delete “3.5”

7 Insert “2.5”

8 

y
10
11
12

13
14
15
16

17
18 

iy 
20 
21 
22

23
24
25
26
27
28
29
30
31



AMENDMENT 6

OFFERED IN THE MOUSE
TO: HCS CS SB 141 (STA)

24-LS0637\X

BY  REPRESEN TA T IV E  K EL LY

1
-yme

3
4
5
6
7

8
9
10 

11 
12

13
14

15
16
17
18
19
20 
21 
22

23
24

Page 50, line 6
Insert new paragraph
(8) review annually the status of the retiree health insurance fund established for 
members of the defined contribution plans under AS 14.25.310-14.25.590 and AS 
39.35.700- 39.35.990 to ensure the medical cost rate established for employers under 
AS 14.25.350(b) and AS 39.35.750(b) is suff'-mnt to fully fund the employers’ 
required share of the premiums established for the retiree major medical insurance 
plan; the board shall notify the legislature immediately if the board determines the
rates established by statute are insufficient; & ^

Renumber the Remaining Paragraphs Accordingly

•J®-/,7 J
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24-LS0637\X

AMENDMENT 6

BY  REI-k l j EN TA T IV E  K ELLY

1
2

3

i
P  10

11

12

13
14
15 
10 
17 
IS 

10 
20 

21

Page 50, line 6 

Insert new paragraph
(S) review annually the status of the retiree health insurance fund established for
members of the defined contribution plans under AS 14.25.310-14.25.500 and AS
39.35.700- 39.35.990 to ensure the medical cost rate established for employers under
AS 14.25.350(b) and AS 39.35.750(b) is sufficient to fully fund the employers’
required share of the premiums established for the retiree major medical insurance
plan; the board shall notify the legislature immediately if the board determines the
rates established by statute are insufficient on one r\
0 * ~ \  ■V-'rnojrSr C '̂C'C-

Kenumber the Remaining Paragraphs Accordingly

k  L■ c end r r s s   32
~K

<n ~y-iv \
/

23
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AMENDMENT 6

OFFERED IN THE HOUSE
TO: HCS CS SB 141 (STA)
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BY  REPRESEN TA T IVE  K ELLY

1
*0

3
4
5

r>

7
8

9

10 

11 

12

13
14
15
16

17
18
19
20

21
?■) «  am

23
24

Page 50, line 6 
Insert new paragraph
(S) review annually the slaius of the retiree health insurance fund established for 
members of the defined contribution plans under AS J4.25.310-14.25.590 and AS 
39.35.700- 39.35.990 to ensure the medical cost rale established for employers under 
AS 14.25.350(b) and AS 39.35.750(b) is sufficient to fully fund the employers’ 
required share of the premiums established for the retiree major medical insurance 
plan; the board shall notify the legislature immediately if the board determines the 
rates established by statute are insufficient; ^ ^

Renumber the Remaining Paragraphs Accordingly
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AMENDMENT 7
• 0

OFFERED IN THE HOUSE BY  REPRESEN TA T IVE K ELLY
TO: HCS C SS B  141 (STA)

24-LS0637\X

1 Page 51, line 20

2 D elete “S I 5 0 ”

3 Insert ‘‘.‘> 100”

•4

5

6

7

8

9

10

11

12

13

14

15

16 

17 

IS

19

20 

21 

22

23

24



A M E  N I) M E  N T  8

OFFERED IN THE HOUSE FINANCE COMMITTEE BY REP VVicA^WoUUC

TO: HCS C SSB  141 (STA)
24-LS0637\X

Page 93 following Line 28, insert new section lo read:

See 39.35.S75. Death Benefit lor Peace Officers and Fire Fighters, (a) A peace officer 
or fire lighter killed in the line of duty is entitled lo a lump sum death benefit as outlined 
in this section. To be eligible for this benefit, the member’s death must have occurred 
under the following conditions:

(1) while the member is an active member of the retirement plan established 
under AS 39.35.700 - 39.35.990: and

(2) the proximate cause of death is a bodily injury sustained while in the 
performance and within the course and scope of the employee's duties, and

(3) neither the injury nor death were the proximate result of willful negligence 
of the employee or by the employee’s own hand

(b) If the death is caused by an act of assault, assassination, or terrorism directly 
related lo the person's status as an employee, whether the act occurs on or off the 
employee's job site, the death shall be considered to have occurred in the performance ol 
the employee's duties for purposes of (a)(3) of this section.

(c) The lump sum death benefit shall be $500,000 paid to the surviving spouse. If 
there is no surviving spouse, the death benefit shall be paid in equal parts to the 
dependant children of the employee.

(d) If no surviving spouse or dependent children exist at the lime of the death or if 
the employee designates a beneficiary other than the surviving spouse or dependent 
children under AS 39.35.850, the employee's designated beneficiary is entitled to receive 
a lump sum death benefit of $250,000.

(e)Thc death benefit shall be paid from the group health and life benefits fund 
established under AS 39.30.095.

(f) For purposes of this section, ’’peace officer” and "fire fighter" have the 
meaning given in AS 39.35.680
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A M E N D M E N T S  J\

T O :H C S C S S B  141 (STA) —
24-LS0637\X

Page 93 following Line 28, insert new section to read:

Sec 39.35.875. Death Benefit for Peace Officers and Fire Fighters, (a) A 
peace officer or fire fighter killed in the line of'duty is entitled to a death benefit as 
outlined in this section. To be eligible for this benefit, the member’s death must have 
occurred under the following conditions:

(1) while the member is an active member of the retirement plan 
established lender AS 39.35.700 - 39.35.990; and

(2) the proximate cause of death is a bodily injury sustained while 
in the performance and within the course and scope of the 
employee’s duties, and

(3) ncithei^the injury nor death were the proximate result of willful 
negligence of the employee or by the employee’s own hand

■

(b) If the death is caused by an act of assault, assassination, or terrorism 
directly related to the persoi/s status as an employee, whether the act occurs on or off the 
employee's job site, the death shall be considered to have occurred in the performance of 
(i. z employee's duties for purposes of (a)(3) of this section.

(c) The death benefit shall be $*-00,000 paid to the surviving spouse. If 
there is no surviving spouse, the death benefit shall be paid in equal parts to the 
dependant children oythe employee. The benefit shall be paid as a lump sum unless the 
member had sclccted'an annuity option in accordance with regulations established by the 
administrator. /

/
(d)ylf no surviving spouse or dependent children exist tit the time ol the 

death or if the employee designates a beneficiary other than the surviving spouse or 
dependent children under AS 39.35.850, the employee's designtited beneficiary is entitled 
lo receive a lump sum death benefit of $250,000.

/(e) The death benefit shall be paid from the group health and life benefits 
fund csiablisj/ed under AS 39.30.09.5.

/ if) For purposes of this section, "peace o/liccr”  and ‘‘fire fighter! have the 
meaning gytan in AS 39.35.080. \ ? , V»

!p V  p 'D v 'O L i l L  A L  ¥ v >  \ Vjl . O -  ^
0  . 
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OFFERED IN THE HOUSE FINANCE COMMITTEE BY  R E P _______________
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A M E N D  M E N

OFFERED IN THE HOUSE FINANCE COMMITTEE

TO: HCS C SSB  141 (STA )
24-LS0637\X

Page 93 following Line 28, insert new section to read:

Sec 39.35.875. Death Benefit for Peace Officers and Fire Fighters, (a) A 
peace officer or fire fighter killed in the line of duty is entitled to a death benefit as 
outlined in this section. To be eligible for this benefit, the member’s death must have 
occurred under the following conditions:

(1) while the member is an active member of the retirement plan 
established under AS 39.35.700 - 39.35.990; and

(2) the proximate cause of death is a bodily injun sustained while 
in the performance and within the course and Scope of the 
employee's duties, and

(3) neither the injury nor death were the proximate result of willful 
negligence of the employee or by the employee’s own hand

(b) If the death is caused by an act of assault, assassination, or terrorism 
directly related to the person's status as an employee, whether the act occurs on or off the 
employee's job site, tlie death shall be considered to have occurred in the performance of 
the employee's duties for purposes of (a)(3) of this section.

(e) The death benefit shall be $500,000 paid to the surviving spouse. If 
there is no surviving spouse, the death benefit shall be paid in equal parts to the 
dependant children of the employee. The benefit shall be paid as a lump sum unless the 
member had selected an annuity option in accordance with regulations established by the 
administrator.

(d) If no surviving spouse or dependent children exist at the time of the 
death or if the employee designates a beneficiary other than the surviving spouse or 
dependent children under AS 39.35.850, the employee's designated beneficiary ifc entitled 
to receive a lump sum death benefit of $250,000.

(c)The death benefit shall be paid from the group health and life benefits 
I und established under AS 39.30.095.

(I) For purposes of this section, "peace officer" and “ fire lighter" have the 
meaning given in AS 39.35.680.

i \ o f

M d 5
B Y  REP  _______
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CONCEPTUAL * <kuXi</

For any employee* hired after the effective date of this act, who is killed or 
disabled in the course of their employment, the provisions of AS 14.25.157, 
160, 162 or 39.35.410, 415, 420, 430, and 440 as they existed before the 
effective dale of this act, shall apply.
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A M E  N I) M  E N T 9

O FFERED  IN TH E MOUSE F IN A N C E CO M M ITTEE B Y  REP

TO: I-ICS CSSB 141 (STA)
24-LS0637\X

Page S3 insert new wording for See 39.35.750(b) to read:

(b) An employer shall also make a contribution towards retiree major medical insurance. 
The contribution shall be paid into to the group health and life benefits fund established 
under AS 39.30.095 and accounted for in accordance with regulations established by the 
commissioner of administration. The contribution shall be a percent of a member's 
compensation from July 1 to the following June 30 as follows:

(1) 2.00 percent for peace officers and fire fighters
(2) 1.75 percent of compensation for all others



A M E N D M E N T ! )  A

O FFERED  IN T H E  H O U SE F IN A N C E C O M M ITTEE B Y  R E P ___________

TO: HCS CSSB M l (STA )
24-LS0637\X

Page 83 insert new wording for See 39.35.750(b) to read:

(b) An employer shall also make a contribution towards retiree major 
medical insurance. The contribution shall be paid into to the group health and life 
benefits fund established under AS 39.30.095 and accounted for in accordance with 
regulations established by the commissioner of administration. The contribution shall be 
a percent of a member’s compensation from July 1 to the following June 30 as follows:

(1) 2.75 percent for peace officers and fire fighters
(2) 2.50 percent of compensation for all others



4 g  (/)  A M K N D M E N  T  10

TO: IIC S C SSB  141 (STA)
24-LS0637\X

Page 57 on line 7 replace existing Sec. 75 with the following language

* Sec. 75. AS 39.30.160(a) is amended to read:

(a) The Department of Administration shall, in accordance with policies 
prescribed by regulations of the Public Employees Retirement Board, provide to 
employees for whom special individual employee benefit accounts arc established under 
AS 39.30.150(c) the following benefit options:

(1) supplemental health benefits,
(2) supplemental death benefits,
(3) supplemental disability benefits, and
(4) supplemental dependent care benefits.

Page 57 following Line 27 insert new section to read:

* See  . AS 39.30.160(b) is amended to read:

(b) An employee may select the types and amounts of supplemental benefits to be 
purchased with the money deposited in the employee’s special individual employee 
benefit accounts under AS 39.30.150(c). The selection must be from the benefit options 
listed in (a) of this section.

Page 5S on line 1, insert new section to icad:

* See  . AS 39.30.160 is amended by adding a new subsection to read:

(f) Employees for whom special individual benefit accounts are established under 
AS 39.30.150(c) but who are not directly enrolled in the state supplemental annuity plan 
through their employer, shall be afforded the option of purchasing supplemental benefits 
listed in (a) of this section. The depart mem of administration shall establish procedures to 
accommodate these members through the department’s normal open enrollment process.

OFFERED IN THE MOUSE FINANCE COMMITl'EE BY REP VV/&U| K
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O FFER ED  IN TH E H O USE F IN A N C E C O M M ITTEE

TO: HCS C SSB  M l (STA)
24-LS0637\X

Rage 58 on line I . insert new section to read:

* S e c  . AS 39.30.160 is amended by adding a new subsection to read:

(f) Employees for whom special individual benefit accounts aie established under 
AS 39.30.150 but who are not directly enrolled in the supplemental benefits program 
through their employer, shall be afforded the option of purchasing supplemental benefits 
listed in (a) of this section. The department of administration shall establish procedures to 
accommodate these members through the department's normal open enrollment process.

B Y  R E P  (
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TO: HCS CSSB 141 (STA)
24-LS0o37\X

Page 57 following line 6 insert new section to read:

* S e c  . AS 39.30.150 is amended to read:

(c) An employee who is enrolled in the State of Alaska Supplemental Annuity Plan 
may voluntarily elect additional wage reductions to be paid into special individual employee 
benefit accounts in the Department of Administration. Money in these accounts may only be used 
to purchase benefits selected by the employee under the supplemental benefits plan established 
under AS 39.30. 16(I (BY  T H E  AD M IN ISTRATO R^

fd) An employee Hrst hired in a position covered by the public employees retirement 
system on or after Ju ly  1. 2005. whose employer is not a participant in the Slate of Alaska 
Supplemental Annuity Plan, mnv voluntarily elect additional wa»c reductions under (e) of 
this section to purchase benelits under AS 39.30.161)(n 1(2) and (3). The employer shall 
transmit the employee wage reductions to the Department of Administration in accordance 
with regulations established by the administrator.

Page 57 on line 18 replace existing Sec. 75 with the iollowmg language

* Sec. 75. AS 39. *0. 100(a) is amended to read'

la) The Department of Administration shall, in aceotdance with policies prescribed by 
icgulntions [OF T HE PU B L IC  EM PLO Y EE S  R ET IR EM EN T  BO AKD I. provide to employees for 
whom special individual employee benefit accounts are established under AS 39.j(). 150(c) or AS 
39.30.15<tul) the following benefit options.

( 1) supplemental health benefits:!.J
(2) supplemental death bcnetits:[.]
(3) supplemental disability benefits:!.J and
(4) supplemental dependent can; benefits.

Page 57 following Line 27 insert new section to read:

' Sec . AS 39.30.160(b) is amended to read:

(hj An employee may select the types and amounts Of supplemental bene tits tn be 
puicha.scd with the money deposited in the employee's speuul mdi\ulu.il«. nployce bci.clit 
accounts under AS 39 39.150(e) nr AS 39.30.150(<l). The selection must 1 : from the benefit 
options listed in (a) ol this section

OFFERED IN THE HOUSE FINANCE COMMITTEE BY  REP
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Page 83 following line 10, inscii new section to read:

* Sec  . AS 39.35.735 Access to supplemental benefits, (a) An employee may
voluntarily elect to purchase supplemental benefits as established under AS 39.30.160. 
The department of administration shall accommodate participating employees through 
the department's normal open enrollment process. The employee may only select from 
the benefit options established by the department and shall pay for the benefits thorough 
payroll deductions. As necessary, the department of administration shall establish 
individual employee benefit accounts into which payroll deductions arc deposited. 
Money in these accounts may only be used to purchase benefits selected by the employee 
under this section.

(b) Only employees who arc enrolled directly through a qualified employer may 
participate in the State of Alaska Supplemental Annuity Plan established under AS 
39.30.150.

Amendment Page 2 of 2
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Page 59, lines 24-27 

Delete all material 

Insert

" If  a person who has not met the eligibility requirements of AS 14.25.470 or AS 

39.35.870 returns to employment with a participating employer within 10 years after 

the date of termination, the person’s account balance shall be restored in the amount 

recorded on the date of termination from the trust, with interest.
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O FFERED  IN THE HOUSE BY  REPRESEN TAT IVE K ELLY
TO: FICS C S S B  141 (STA)
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Page 27, lines 8-11 

Delete all material

AMENDMENT 12
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4/28/05

A M K N 1) M E N T 0

O FFER ED  IN THE HOUSE

TO: HCS CSSB 14l(STA )

Page 112. following line 7.

Insert a new bill section to rea 

"* See. 143. The uneodiried law of the State of Alaska is amended by adding a new section

to read:
CONDITIONAL RETRO A C T IV ITY . If  secs. 1 - 9, 12. 15 - IS. 20 - 86, 93 - 104,

So. 93 - 104, lOo- 11 Land 113 - 130 of this Act arc retroactive to duly 1.2085."

Renumber the following bill sections accordingly.

Page 112, line 10:

Delete "Section 142 of this Act lakes"

Insert "Sec ions 142 and 143 ol this Act takC

J’age 112. line 11:

Delete "secs. 143 anJ 144 

Insert "sees. 144 and 145"

i t-



AM EN D M EN T I S

CSSB 141 

CO NCEPTUAL

For any employee hired after the effective date of this act, who is killed or 
disabled in the course of their employment, the provisions of AS 14.25.157, 
160, 162 or 39.35.410, 415, 420, 430, and 440 as they existed before the 
effective date of this act, shall apply.

l o t  y  k  r tU J C
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tr
O FFERED  IN  THE HOUSE B Y  R EPR ES EN T A T IV E  W EYH R A U C H

TO: H C SC SSB  141(STA)

4?---- ^
Page J-42, following line/7:

Insei^ a new bill section to read:

"* Sec. 143̂  The uncodified law of the State of Alaska is amended by adding a new section

to read:
CONDITIONAL R ETR O A C T IV ITY . If  secs. 1 - 9, 12, 15 - 18, 20 - 86, 93 - 104, 

106- 111,and 113- 130 of this Act take effect after July 1, 2005, secs. 1 -9, 12, 15-18,20- 

86, 93 - 104, 106 -111, and 113 - 130 of this Act are retroactive to July 1, 2005."

Renumber the following bill sections accordingly.

Page 112, line 10:

Delete "Section 142 of this Act takts"

Insert "Sections 142 and 143 of this Act take"
i
i

Page 112, line 11:

Delete "secs. 143 and 144"

Insert "secs. 144 and 145"

L -l-
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OFFERED  IN TH E H O U SE BV  R EPR ESEN T A T IV E  W EYH RA U C H

TO: HCS CSSB 141 (STA)

Page 11, line 4:

Delete "110" 

Insert "105"

Page 11. line 14:

Delete " 110" 

Insert "105"

Page 7S. line 1:

Delete "110" 

Insert "105"

i. -I-
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A M E N D M M I

O FFERED  IN THE HOUSE B Y  R EPR ESEN T A T IV E  W E Y J IRA U C II

TO: I-ICSCSSB 141(STA)

Page IS, line 20. following "accounts.", through page 19. line 17:

Delete all material.

Insert "The board shall invest the assets of the individual accounts under 

AS 37.10.210."

Page 49. lines 15 - 16:

Delete all material.

Relelter the following subparagraphs accordingly.

Page49, line IS, following "Plan);":

Page 49. lines 19-20:

Delete all material.

Reletter the following subparagraph accordingly.

AS 37.10.210."

L - I -
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Ciaver

4/26/05

A i\I E N D  M E  N T  \  9s> C O
BP

O FFERED  IN TH E H O U SE B Y  R E P R E S E N T A T IV E  W EYTIRAUCH

TO: I-ICSCSSB 141(STA)

1 Pasie 15, line 20:

2 Delete "eight percent"

3 Insert "11 percent"

4

5 Page 16, line 10:

6 Delete "4.5 percent"

7 Insert "S.25 percent"

S

9 Page 82, line 31:

10 Delete "eight percent"

11 Insert "11 percent"

12

13 Page S3, line 20:

14 Delete "4.5 percent"

15 Insert "8.25 percent"

L



A M E N D M E N T

5 V
i l t r r

Wevhrauch

CSSB 141 (STA)

Employer conlribulion rales into I he PERS/ TRS system may not exceed 
increases of 2r/v per year.

N
O C d e



AMENDMENT 3 ^ 0

Weyhrauch

CSSB 141 (STA)

Add a new section to read:
T ' t 0W \  \ 'r>\

a. The measures adopted by this act/Snall sunset 011 June 1, 2006.
b. Subsection a. shall be repealed if the Legislature has addressed and 

implemented a long-term solution to the State's PERS/TERS 
retirement and health benefit plan systems that deal with the 
unfunded liability of those systems, to ensure the long-term 
security of current and retired employees of the PERS/TERS 
system and the long term viability of the PERS/TERS system.

c. To address the solution described in subsection b. the Legislature 
shall consider and implement measures that include, but are not 
limited to:
1. employer contributions;
2. bonding;
3. refined actuarial analyses: and
4. contributions from other state sources.



a d o ^ - d

A M EN D M EN T

Weylirauch

CSSB 141 (STA)

Amend Section 1 us follows.
The uncodified law of the State of Alaska is amended by adding a new 
section to read:
The division of retirement and benefits to implement by regulation cost- 
saving measures appropriate to c^irreiiUuidfuture retirees in the health care 
system. This includesu^fn^manu'/actuivr's rebates, co-pay levels, and 
multi-tiered co-payment structures; mandating the use of generic drugs: 
determining the type of drug classes in a formulary: dispensing lees; 
mandating or providing incentives for mail order pharmaceuticals; using a 
reduction in the average wholesale price: providing case management 
services for certain users of pharmaceuticals; capping the number of 
prescriptions filled each month: and restricting the number of refills that 
users can have at one time.



A M EN D M EN T

f lA *  ^  VVeyl lrauch
no jobv—

CSSli 141 (STA) 

Amend Section 1 as follows.
The uncodified law of the Stale of Alaska is amended by adding a new 
section to read:
The division of retirement and benefits to implement by regulation cost- 
saving measures appropriate to current and future retirees in the health care 
system. This includes using manufacturer's rebates, co-pay levels, and 
multi-tiered co-payment structures; mandating the use of generic drugs: 
determining the type of drug classes in a formulary; dispensing fees; 
mandating or providing incentives for mail order pharmaceuticals; using a 
reduction in the average wholesale price; providing case management 
services for certain users of pharmaceuticals; capping the number of 
prescriptions IIlied each month; and restricting the number of refills that 
users can have at one time.
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Delete sec tio n^ -50. 

Renumber accordiimlv

A M EN D M EN T
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C O N C E P T U A L  A M E N D M E N T

O FFERED  IN TI IE  M OUSE B Y  R EPR ESEN T A T IV E  H A W K ER

TO: Senate Bill 141

Remove all language instituting a new tier system  

Insert where appropriate, with appropriate section numbers, conforming 

amendments, and references as necessary to im plem ent the new sections 

with an im mediate effective date:

New Bill Section: AS 14.25 is amended by adding a new .section lo read:

Sec. 14.25.052. Calculation of member contribution rate, (a) Each active member shall 

contribute a percentage of tlie member's base salary lo be determined annually in 

advance by the administrator. The member contribution rate is the greater of

( 1) 8.65 percent; or

(2) one-half of the normal cost rate acluarially calculated to fund the benefits expected to be 

earned by active members during the fiscal year.

(b) Notwithstanding (a) of this section, the member contribution rale may not increase more 

than one-half of a percentage point annually,

New Bill Section: AS 44.85.010 (a) is amended by adding a new section to read:

(4) lo assist uovenimcntal employers to prepay all or a portion of their share of 

unfunded accrued actuarial liabilities of retirement systems in an effort to reduce their 

costs of snlisl'vinu their contractual obligations to provide1 retirement and other benefits 

to public employees through the issuance of bonds, notes, or commercial paper hv the 

bond hank authority or hv a subsidiary corporation created hv the hood bank authority 

under AS 44.85.1185.

1 of 5
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New Bill Section: AS 44.S5.01U (b) is amended to read:

(1) the exercise of ihe powers of the state in the interest of its municipalities and in the 

interest of public employees of the state and of its municipalities is required to further and 

implement the policies declared in (a) of this section by authorizing the creation of a stale 

bond bank authority as a body corporate and politic that will have full powers to borrow 

money and to issue its bonds and notes to make capital funds available for borrowing by 

municipalities and for borrowing by or on behalf of uovernmenlal employers, by 

authorizint! uovernmental employers to contract with the bond bank authority or with a 

.subsidiary created under AS 44.S5.0S5 for the purpose of reduchm future costs of 

providing retirement and other benefits to employees, and by granting broad powers to 

the bond bank authority to carry out the declared policies, which arc in the public interest of 

the stale and its taxpayers and residents;

(2) state funds should be applied or authorized to be paid to a stale bond bank authority 

only to provide adequate assurance and security to the holders of the bonds or notes of the 

bond bank authority;

(3) the bond bank authority should conduct its operations to provide the lowest rales in 

terms of boron ing to municipalities and to governmental employers as is consistent with a 

self-supporting operation with no expectation of subsidization with stale funds; the 

legislature does not intend that the bond bank authority be utilized as a means to finance 

municipalities or governmental employers beyond their capability to meet repayment 

schedules and debt service requirements of bonds, notes, commercial pa pur, or contractual 

obligations to Ihe bond bank authority I OR NOTES I.

New Bill Section: AS 44.S5.(JS0 (20) is amended to read:

(20) by regulation, create a new entity or new entities for the purpose of issuing 

negotiable or noimegotiable revenue bonds, notes, or certificates of participation to f ..ance a 

self-insurance program for municipalities or municipal joint insurance arrangements 

organized under AS 21.76 or to provide assistance to governmental employers under AS 

44.S5.0M5(n); the powers, duties, and membership of the new entity or entities shall be 

limited to the powers, duties, and membership of the authority and staled in the regulation;

2 of 5



the new entity or entities shall eacli be a public corporation and an instrumentality of the 

stale with the same legal existence and continuing succession as the bond bank authority; and

New Bill Section: AS 44.85 is amended by adding ne\w sections to read:

Sec. 44.S5.0S5. Creation of subsidiary corporation.

(a) The bond bank authority may create one or more subsidiary corporations for the 

following purposes:

(1) providing financial and other assistance to governmental employers to enable the 

governmental employers to reduce their costs of providing retirement and other benefits to 

their employees by prepaying all or a portion of their shares of the unfunded accrued 

actuarial liabilities of retirement systems;

(2) receiving payments and providing servicing for payments to or from participating 

governmental employers; and

(3) performing other duties and providing other services as the subsidiary corporation 

considers necessary or desirable to further the purposes set out in (1) and (2) of this 

subsection.

(b) The bond bank authority may incorporate under AS 10.20.146 - 10.20.166 a 

subsidiary corporation created under (a) of this section. The bond bank authority may 

transfer assets of the bond bank authority to the subsidiary corporation and may agree to 

secure bonds, notes, commercial paper, or other obligations of the subsidiary corporation 

with a reserve fund established under AS 44.S5.270.

(e) A subsidiary corporation created under (a) of this section may borrow money and 

issue bonds, notes, commercial paper, or oilier obligations as evidence of that borrowing and 

may have all the powers of the bond bank authority that the bond hank authority grants lo it. 

The provisions of AS 44.85.130 - 44.S5.170 and 44.85.270 - 44.85.390 apply lo the 

subsidiary corporation and lo bonds, notes, commercial paper, or other obligations issued by 

the subsidiary corporation. Unless oiherwi.se provided by the bond bank authority, the debts, 

liabilities, and obligations of the subsidiary corporation are not the debts, liabilities, or 

obligations of the bond bank authority.

(d ) The stall’of the bond bank authority serves as stalTol'a subsidiary corporation 

created under (a) of this section. The bond bank authority shall determine (he membership or

3 of 5



1 the process for selecting the membership of the board of directors of the subsidiary

2 corporation. The bond bank authority may permit some or all of its directors lo serve 011 the
«

3 board of directors of the subsidiary corporation. Sec. 44.85.086. Powers of subsidiary

4 corporation. A  subsidiary corporation created under AS 44.85.085 has the following powers

5 in addition those granted to it under AS 44.85.085(c):

6 ( I ) to make loans to and enter into contracts with governmental employers;

7 (2) lo incur debt in furtherance of its purposes in the form of bonds, notes, commercial

8 paper, or other forms as the subsidiary corporation ’onsidcrs appropriate;

9 (3) to secure its debt with a pledge of any assets that are available to the subsidiary

10 corporation for the purpose, including identified revenue and contractual payments from

11 participating governmental employers, and the general assets and revenue of the subsidiary

12 corporation; and

13 (4) to enter into contracts with underwriters, bond counsel, financial advisors,

14 accountants, actuaries, and other contractors lo provide assistance as the subsidiary

15 corporation considers desirable to accomplish its purposes.

16

17 New Bill Section: AS 44.85.100(b) is amended to read:

18 (b) The bond bank authority shall include in the report required by (a) of this section an

19 estimate of the amount of revenue bonds of the bond bank authority lo be issued during the

20 fiscal year following the fiscal year in which the report is submitted. O ilier than refundirm

21 bonds and other than bonds, notes, commercial miner, or oilier obligations issued under

'’2 AS 44.S5.0S6 and 44.85.180(a)(5). the [ IT IE] bond bank authority may not issue revenue

23 bonds |. OTHER THAN REFUND IN G  130NDS.I in excess of $75,000,000 during any llsca!

24 year beginning after June 30. 1981. unless the legislature, by law. approves the estimate

25 required by this subsection for that fiscal year.

26

27 New Bill Section: add a new section to AS 44.85.180(a) read:

28 (5) assisting I’ovornnicnlal employers to prepay all or a portion of their share of the

29 unfunded accrued actuarial liabilities of retirement systems, with security as the bond

30 bank authority considers reasonable.

31

32

■1 of 5
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New Bill Section: AS 44.85.180(c) is amended to read:

(c) Notwithstanding the provisions of (a) and (b) of this section, the total amount of bond 

bank authority bonds and notes outstanding at any one time [, EX C EP T  BONDS OR NOTES 

ISSU ED  TO FUND  OR REFU N D  BONDS OR NOTES,] may not exceed $500,000,000. 

This suhscction does not apply to (1) bonds or notes issued lo fund or refund bonds or 

notes; (2) bonds, notes, commercial paper, and other obliga. ons issued under AS 

44.85.086 or 44.85.180(a)(5).

New Bill Section: AS 44.85.410(a)(5) is amended by adding a new paragraph lo read:

(8) "governmental employer" means the Stale of Alaska or a municipality or other state 

or municipal governmental entity within the stale, including an agency, instrumentality, 

district, school district, public corporation, department, division, or other subdivision of the 

state or of a municipality, in its capacity as an employer.

Add fiscal note funding TRS com ponent of HB 1. 

Revise other fiscal notes as appropriate.
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TO B E  O FFER ED  IN HOUSE F IN AN C E B Y  R EPR ESEN T A T IV E
TO IIC SSB  M l (S T A )\ “X "

Page 1, line I through page 2, line 3:
Delete all material.
Insert: "An Act relating lo establishing the Alaska Retirement Management 

Board lo replace the Alaska Stale Pension Investment Board, the Alaska Teachers’ 
Retirement Board, and the Public Employees’ Retirement Board; creating a 
temporary retirement task force; and providing for an effective dale.”

Page 2, line 5 through page 112, line 12:
Delete all material.
Insert: "Section 1. AS 37.10.210 is repealed an reenacted to read:

Sec. 37.10.210. Alaska Retirement Management Board, (a) The Alaska 
Retirement Management Board is established in the Department of Revenue. The board's 
primary mission is to serve as the trustee of the assets of the state's retirement systems, 
the State of Alaska Supplemental Annuity Plan, and the deferred compensation program 
for slate employees. Consistent with standards of prudence, the board has the fiduciary 
obligation lo manaszc and invest these assets in a manner that is sufficient to meet thec? i—

liabilities and pension obligations of the systems, plan, and program. The board may, 
with the approval oflhe commissioner of revenue and upon agreement with the 
responsible fiduciary, manage and invest other state funds so long as the activity does not 
interfere with the board's primary mission. In making investments, the board shall 
exercise the powers and duties of a fiduciary of a state fund under AS 37.10.071.
(b) The Alaska Retirement Management Board consists of nine trustees, as follows:

(1) two members, consisting of the commissioner of administration and the 
commissioner of revenue;

(2) seven trustees appointed by the governor who meet the eligibility 
requirements for an Alaska permanent fund dividend and who are professionally 
credentialed or have recognized competence in investment management, finance, 
hanking, economies, accounting, pension administration, or actuarial analysis as follows:

(A ) one trustee who is a member of the general public; the trustee 
appointed under this subparagraph may not hold another state office, position, or 
employment and may not be a member or beneficiary of a retirement system managed by 
the hoard;

(B ) one trustee who is employed as a finance officer for a political 
subdivision participating in the public employees' retirement system;

(C) one trustee who is employed as a finance officer for a political 
subdivision participating in the teachers' retirement system;

(D) two of whom are members of the public employees’ retirement 
system selected from a list of nominees submitted by public employees’ retirement 
system bargaining units; and



(E ) two of whom are members of the teachers’ retirement system 
selected from a list of nominees submitted by the teachers’ retirement system bargaining 
units; and
(c) The trustees, other than the two commissioners, shall serve for staggered terms of six 
years and may be reappointed or elected to the board for a total of two consecutive terms. 
A person who has served two consecutive terms may not be reappointed to the board for 
at least one year.
(d) The governor may, by written notice to the trustee, remove an appointed trustee for 
cause. After an appointed trustee receives written notice of removal, the trustee may not 
participate in board business and may not be counted for purposes of establishing a 
quorum.
(c) A vacancy on the board of trustees shall be promptly filled. A person filling a 
vacancy holds office for the balance of the uncxpired term of the person's predecessor, 
and the balance of the unexpired term served is not included in the three-term limitation 
under (c) of this section. A vacancy on the board does not impair the authority of a 
quorum of the board to exercise all the powers and perform all the duties of the board.
(0 Five trustees constitute a quorum for the transaction of business and the exercise of 
the powers and duties of the board.
(g) A trustee may not designate another person to serve on the board in the absence of the 
trustee.
(h) The board shall provide annual training to its members on the duties and powers of a 
fiduciary of a stale fund and other training as necessary to keep the members of the board 
educated about pension management and investment.

(i) The board shall elect a trustee to serve as chair and a trustee to serve as vice-chair 
for one-year terms. A trustee may be 1 ‘elected to serve additional terms as chair 
or vice-chair.”

Insert new section to read:
“Sec. . AS 37 J0.390 is amended to read:

Sec. 37.10.390. definitions. In AS 37.10.210 - 37.10.390, unless the context 
otherwise requires,

(1) "board’’ means the board of trustees of the Alaska Retirement 
Management |STATE PEN SIO N  IN VESTM EN T ] Board;

(2) “ fund" means the fund or funds composed of the assets of each of Ihe 
retirement systems administered and managed by the board:

(3) “ recognized competence" means a minimum of 10 years’ professional 
experience working or leaching in the Held of investment management, finance, 
banking, economics, accounting, pension administration, or actuarial analysis:

(4) “ retirement systems" or “ systems" means the teachers’ retirement F,'siem, 
the judicial retirement system, the Alaska National Guard and Alaska Naval Militia 
retirement system, [AND] the public employees’ retirement system, and the elected 
public officers’ retirement system under former AS 39.37.



TO 13E O FFER ED  IN H O U SE F IN A N C E B Y  R EPR ESEN  rA T IV E
TO I ICS SB  141 (STA ) \ “ X ”

AMENDMENT ^  5

Page 1, line 1 through page 110, line 23 
Delete all material.

Insert New Title:
“ An Acl relating to establishing the Alaska Relim nenl Review Task Force; and 

providing for an effective date.”

'Hie uncodified law of the State of Alaska is amended by adding a new section to read: 
T H E  R ET IR EM EN T  R E V IE W  T A SK  FO RCE: It isdie intent of the 

Legislature to create a temporary task force lo review the Alaska slate retirement systems, 
'fhe task force sunsets 30 days after the first day of the second regular legislative session 
following the effective dale of this section.
(a) The panel shall be composed of

(1) a member of the Teachers’ Retirement System Board;
(2) a member of the Public Employees’ Retirement System Board:
(3) a member of the Alaska Stale Pension Investment Board:
(4) one senator selected by the minority in the senate;
(5) one senator selected by the majority in the senate;
(6) one representative selected by the minority in the house ofreprescntatives;
(7) one representative selected by the majority in the house of representatives;
(S) two people selected by the governor; and
(9) two people selected by the governor from a list of union nominations.

(b) Each union representing at least 300 public employees who have as members 
employees who are beneficiaries of the Teachers' Retirement System (AS 14.25) or the 
Public Employees’ Retirement System (AS 39.35) may submit the name of a person for 
consideration by the governor under (a) (9) of this section.
(c) 'flic panel shall select a chair who shall conduct the meetings of the panel. Not Inter 
than the first day of the second regular session of the Twenty-Fourth Alaska State 
Legislature, the chair shall notify the re visor of statutes of the findings of the panel.
(d) The panel shall present a report lo i c legislature containing the task force's 
assessments and recommendations as provided in this section, 'fhe panel shall report to 
the legislature 120 days after all members are appointed to the bottl'd, or 15 days after the 
first day of the first regular legislative session following the effective date of this section, 
whichever is first. The report must include the panel’s

(1) preliminary assessment of the financial health of all public employees’ retirement 
plans and all teachers’ retirement plans;

(2) assessment of the actuarial services purchased by board;
(3) recommendations for additional legislative or administrative policy to improve 

the financial health of the retirement plans;



(4) shorl-term and long-term recommendations for addressing the unfunded Iiabili 
of the retirement plans; and

(5) recommendations for legislative procedures regarding fiscal notes for new 
legislation affecting the retirement plans.’’

(c)Members of the panel arc entitled to transportation and per diem expenses for any 
meeting as provided in AS 39.20.ISO.

This Act takes effect immediately under AS 01.10.070(c)”
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Craver

4/30/05

A M E N D M E N T

O FFERED  IN T H E  HO USE B Y  R E P R E S E N T A T IV E  K E L L Y

TO: H C S C S S B  141 (STA)

1 Page 11, following line 23:

2 Insert a new bill section to read:

3 "* Sec. 20. A S  14.25.168(a) is repealed and reenacted to read:

4 (a) Except as provided in (c) of this section, the following persons are entitled

5 to major medical insurance coverage under this section:

6 (1) a teacher who is receiving a monthly benefit from the plan and who

7 has elected coverage;

8 (2) the spouse and dependent children of the person described in (1) of

9 this subsection;

10 (3) the surviving spouse of a deceased teacher who is receiving a

11 monthly benefit from the plan and who has elected coverage;

12 (4) the dependent children of a deceased teacher who are dependent on

13 the surviving spouse described in (3) of this subsection."

14

15 Renumber the following bill sections accordingly.

16

17 Page 79, following line 11:

18 Insert a new bill section to read:

19 "* Sec. 116. A S  39.35.535(a) is repealed and reenacted to read;

20 (a) Except as provided in (d) of this section, the following persons are entitled

21 to major medical insurance coverage under this section:

22 (1) an employee who is receiving a monthly benefit from the plan and

23 who has elected coverage;

L -I-



] (2) the spouse and dependent children of the person described in (1) of

2 this subsection;

3 (3) the surviving spouse of a deceased employee who is receiving a

4 monthly benefit from the plan and who has elected coverage;

5 (4) the dependent children of a deceased employee who are dependent

6 on the surviving spouse described in (3) of this subsection."

7

8 Renumber the following bill sections accordingly.

9

10 Page 107. line 25:

11 Delete "sec. 59"

12 Insert "sec, 60"

13

14 Page 107, line 30:

15 Delete "sec. 59"

16 Insert "sec. 60"

17

IS Page 108, line 2:

19 Delete "sec. 59"

20 Insert "sec. 60"

21

22 Page 111, line 9, following "14.25.16S":

23 Insert "(c)"

24

25 Page 111. line 20:

26 Delete "39.35.535(a),"

27

28 Page 112, line 4:

29 Delete "SECTIONS 140 AND 141"

30 Insert "SECTIO NS 142 AND 143"

31

24-LS0637VX.17
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1 Page 112, line 5:

2 Delete "secs. 140 and 141"

3 Insert "secs. 142 and 143"

4

5 Page 112, line 7:

6 Delete " secs. 139 and 140"

7 Insert "secs. 141 and 142"

8

9 Page 112, line 8:

10 Delete "Sections 10, 11, 13, 14, 19, 87 - 92, 105, 112, and 131"

11 Insert "Sections 10, 11, 13, 14, 19.88 -93, 106, 113, and 133"

12

13 Page 112, line 10:

14 Delete "Section 142"

15 Insert "Section 144"

16

17 Page 112, line 11:

18 Delete " secs. 143 and 144 "

19 Insert "secs. 145 and 146"

l -3-
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c \ e u ) A M E N  D M E N T

O FFERED  IN THE H O USE B Y  R EPR ESEN T A T IV E  K E L L Y

TO: HCS CSSB 141 (STA)

Page 11, following line 23.

Insert a new bill section to read:

"* Sec. 20. AS 14.25.168(a) is repealed and reenacted to read:

(a) Except as provided in (c) of this section, the following persons are entitled 

to major medical insurance coverage under this section:

(1) for teachers first hired before July 1, 1990,

(A ) a teacher who is receiving a monthly benefit from the plan 

and who has elected coverage;

(B ) the spouse and dependent children of the teacher described 

in (A ) of this paragraph;

(C) the surviving spouse of a deceased teacher who is receiving 

a monthly benefit from the plan and who has elected coverage;

(D) the dependent children of a deceased teacher who are 

dependent on the surviving spouse described in (C) of this paragraph;

(2) for teachers first hired on or after July 1, 1990,

(A ) a teacher who is receiving a monthly benefit from the plan 

and who has elected coverage for the teacher;

(B ) the spouse of the teacher described in (A ) of this paragraph 

if the teacher elected coverage for the spouse;

(C.) the dependent children of the teacher described in (A ) of

this paragraph if the teacher elected coverage for the dependent children:

(D) the surviving spouse of a deceased eacher who is receiving 

a monthly benefit from the plan and who has elected coverage:



1 (E) the dependent children of a deceased teacher who are

2 dependent on the surviving spouse described in (D) of this paragraph if the

3 surviving spouse has elected coverage for the dependent children."

4

5 Renumber the following bill sections accordingly.

6

7 Page 79, following line 11:

8 Insert a new bill section to read:

9 "* See. 116. A S  39.35.535(a) is repealed and reenacted to read:

10 (a) Except as provided in (d) of this section, the following persons arc entitled

11 lo major medical insurance coverage under this section:

12 (1) for employees first hired before July 1, 1986,

13 (A) an employee who is receiving a monthly benefit from the

14 plan and who has electt i coverage;

15 (B ) the spouse and dependent children of the employee

16 described in (A ) of this paragraph;

17 (C) the surviving spouse of a deceased employee who is

18 receiving a monthly benefit from the plan and who has elected coverage;

19 (D) the dependent children of a deceased employee who are

20 dependent on the surviving spouse described in (C) of this paragraph:

(2) for members first hired on or after luly 1. 1986,

(A ) an employee who is receiving a monthly benefit from the

23 plan and who has elected coverage for the employee;

24 (B ) the spouse of the employee described in (A ) of this

25 paragraph if the employee elected coverage for the spouse:

26 (C) the dependent children of the employee described in (A) of

27 this paragraph if the employee elected coverage for the dependent children:

28 (D) the surviving spouse of a deceased employee who is

29 receiving a monthly benefit from the plan and who has elected coverage:

30 (E ) the dependent children of a deceased employee who are

31 dependent on the surviving spouse described in (D) of this paragraph if the

24-LS0637\X.18
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1 surviving spouse has elected coverage for the dependent children."
2

3 Renumber the following bill sections accordingly.

4

5 Page 107, line 25:

6 Delete "sec. 59"

7 Insert "sec. 60"

8

9 Page 107, line 30:

10 Delete "sec. 59"

11 Insert "sec. 60"

12

13 Page 1 OS. line 2:

14 Delete "sec. 59"

15 Insert "sec. 60"

16

17 i 111, line 9:

IS Delete "14.25.16S"

19 Insert "14.25.168(c)"

20

21 Page 111. line 20:

22 Delete "39.35.535(a),"

23

24 Page 112, line 4:

25 Delete "SECTIONS 140 AND 141"

26 Insert "SECTIO NS 142 AND 143"

27

28 Page 112. line 5:

29 Delete "secs. 140 and 141"

30 Insert secs. 142 and 143"

31

L -3-
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] Page ) 12, lines 6-7:

2 Deleie "secs. 139 and 140"

3 Insert "secs. 142 and 143"

4

5 Page 112, following line 7:

6 Insert a new bill section to read:

7 "* Sec. 145. Sections 20 and 116 of this Act take effect January 1, 2006."

8

9 Renumber the following bill sections accordingly.

10

11 Page 112, line 8:

12 Delete "Sections 10, 11. 13, 14, 19, S7 - 92, 105, 112, and 131"

13 Insert "Sections 10, 11, 13, 14, 19, 88 - 93, 106, 113, and 133"

14

15 Page 112. line 10:

16 Delete "Section 142"

17 Insert "Section 144"

18

19 Page 112, line 11:

20 Delete " secs. 143 and 144 "

21 Insert "secs. 145 -147"

-4-
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SB  14J
Amendment 28

By Weyhrauch 

Add to Page 49 

New subsection (4):

Assist in prescribing the polices for the proper operation of the 
system and carry on other activities that arc considered necessary 
to carry out the intent and purpose of the system in accordance 
with this chapter;”

Renumber accordingly.
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IN THE L E G I^ T U f y ^ d F I  I IE S I ATE Ol- ALASKA 

TW EN TY-m W lfm fcKQ ISLA TU KE - FIRST SESSION
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1 "A il Act relating to the Alaska Municipal Bond Bank Authority: permitting the Alaska

2 Municipal Bond Bank Authority or a subsidiary of the authority lo assist state and

3 municipal governmental employers by issuing bonds and other commercial paper to

•1 enable the governmental employer's to prepay all or a portion of the governmental

5 employers' shares of the unfunded accrued actuarial liabilities of retirement systems

{) and authorizing governmental employers to contract with and to issue bonds, notes, or

7 commercial paper lo the a ilhorily or its subsidiary corporation for that purpose; and

.8 providing for an effective dale."

0 B E  IT  EN A C TED  BY T H E  L E G IS L A T U R E  OF T il l"S T A T E  OK A LA SKA :

10 * Section I. AS 44.85.010 is amended to read:

I I
n

Sec. 44.<8S.0I0. Legislative policy, (a) ll is the policy oflhe state to

( I )  | I (> | foster and pi ole b\ all reasonable means the provision ol

111(027,Sa • I •
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1 adequate capital markets ami facilities for borrowing money by municipalities in the

2 state to finance capital improvements or for other authorized purposes, to assist these

3 municipalities in fulfilling their capital needs and requirements by use of borrowed

4 money within statutory interest rale or cost of borrowing limitations, to the greatest

5 extent possible to reduce costs of borrowed money to taxpayers and residents of the

6 state, and equally to encourage continued investor interest in the purchase of bonds or

7 notes of municipalities as sound and preferred securities for investment;

8 (2) [TO| encourage municipalities to continue their independent

9 undertakings and fmancinl of capital improvements and other authorized purposes

10 and to assist them by making capital funds available at reduced interest costs for

I I orderly financing of capital improvements and other purposes especially during

12 periods of restricted credit or money supply, particularly for those municipalities not

13 otherwise able to borrow for capital needs:

14 (3) [TO| assist municipalities to provide for adequate insurance

15 coverage by authorizing the Alaska Municipal Mond Rank Authority to issue

16 negotiable or nomiegoliable revenue bonds, notes, or certificates of participation either

17 directly or through an emits it may create lor the purpose of pros iding a self-insurance

IS program for munid dims or municipal ioint insurance airanccments organized under

19 AS 21.76;

20 (4) assist "ovcrninciUal employers to prepay all nr a imrlion of

2 I their share of unfunded accrued actuarial liabilities of retirement systems in an

22 effort to reduce their costs ol salislsimj their contractual ol»lii»nlinns to provide

23 retirement and other benefits to public employees llironcli the issuance of bonds.

2 1 notes, or commercial inner Its the bond hank authority or l>\ a Mihsitlian

25 corporation created hv the bond hank authority under AS 44.S5.0S5.

26 (h) The legislature hnlhcr declares that

27 ( I )  the exercise of the powers of the state in the interest ol its

2S municipalities anil in the interest of public employees ol the slate and of its

29 municipalities is required to lurthcr and implement the policies declared in (a) of this

3(1 section by authoti. ing the crcaiion o fa  state bond bank authority as a bods corporate

3 I and politic that svill base lull powers to borrow mones and to issue its bonds and note*

lilt 27X -2-
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lo make capital funds available for borrowing by municipalities and for borrowim; 

hv or on behalf of t’ovenimenial emnlovers. by anlliori/.intz governmental 

employers lo contract with I lie bond bank aulhorilv or willi a subsidiary created 

under AS 44.iS5.0S5 for the purpose of reducing future costs of providing 

retirement and other benelits to employees, and by granting broad powers lo the 

bond bank authority to carry out the declared policies, which are in the public interest 

of the state and its taxpayers and residents:

(2) stale funds should be applied or authorized to be paid lo a state 

bond bank authority only lo provide adequate assurance and security to the holders of 

the bonds or notes of the boi.J bank authority;

(3) the bond bank authority should conduct its operations to provide 

the lowest rales in terms of borrowing to municipalities and to "overiimcntnl 

employers as is consistent with a self-supporting operation with no expectation ol 

subsidization with state funds: the legislature does not intend that the bond bank 

authority be utilized as a means to finance municipalities or riorernincntal employers 

liesond their capability to meet repayment schedule* and debt service requirements of 

bonds, notes, commercial paper, or contractual oblijjutions lo the bond hank 

authority |OR N ()ITS|.

* Sec. 2. AS 44.S5.OSO is amended to read:

Sec. 44.S5.IISO. Powers of bond bank authority. I he bond bank authority

may

( 1) sue and be sued:

(2) adopt and alter an official seal:

l3) make and enforce lolaus and regulations for the conduct of its 

business ami lot the use of its ,*erv incs and lacifcties;

( I) maintain an office at any place in the Mplc:

f f i  acquire, hold. use. and dispose of its income, revenues, funds, and

money:
(tq acquire, rent, lease, hold, use and dispose ol other personal 

pi open \ lor its purposes.

(7) subject to A's 4 I.S5.IOi)|pi. borrow imiOev and issue its negotiable

11 ll()27.Sn II I I27S
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bonds or notes and provide for and secure their payment, provide for the rights of their 

holders and purchase, hold and dispose of any of its bonds or notes;

(8) fix and revise from lime to time and charge and collect fees and 

charges for the use of its services or facilities;

(9) accept gifts or grants from the United States, or from any 

governmental unit or person, firm, or corporation, carry out the terms or provisions or 

make agreements with respect to the gifts or grants, and do all things necessary, 

useful, desirable, or convenient in connection with procuring, accepting, or disposing 

of the gifts or grants;

(10) do anything authorized by this chapter, through its officers, 

agents, or employees or by contracts with a person;

(11) make, enter into, and enforce all contracts necessary, convenient, 

or desirable for the purposes of the bond bank authority or pertaining to a loan to a 

political subdivision, a purchase or sale of municipal bonds or other investments, or 

the performance of its duties and execution of any of its powers under this chapter:

(12) purchase or hold municipal bonds at prices and in a manner the 

bond bank authority considers advisable, and sell municipal bonds acquired or held by 

it at prices without relation to cost and in a manner the bond bank authority considers 

advisable;

(13) invest funds or money of the bond bank authority not required tit

the time of investment for loan to political subdivisions for the purchase of municipal

bonds, in the same manner as permitted for investment of funds belonging to the stale, 

except as otherwise provided in this chapter;

(14) prescribe ill* lorm of application or procedure required ol a

political subdivision for a loan or purchase ol its municipal bonds, fix the terms and

conditions of the loan or purchase, and enter into agreements with political 

subdivisions with respect to loans or puicnascs;

(15) render services to a political subdivision in connection with a 

public or private sale of its municipal bond*, including advison and other services, 

and charge for services rendered:

(l(>) charge for its costs and services in review or consideration of a

lilt 21H
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1 proposed loan to a political subdivision or purchase by the bond bank authority of

2 municipal bonds of the political subdivision, whether or not the loan is made or tlie

3 municipal bonds purchased:

4 (17) lix and establish terms and provisions wkh respect to a purchase

5 of municipal bonds by the bond bank authority, including date and maturities of the

6 bonds, provisions as to redemption or payment before maturity, and any other matters

7 which in connection with the purchase are necessary, desirable, or advisable in the

8 judgment of the bond bank authority;

9 (18) procure insurance against any losses in connection with its

10 properly, operations, or assets in amounts and from insurers as it considers desirable:

I I (19) to the extent permitted under its contracts with the holders of

12 bonds or notes of the bond bank authority, consent to modilication of the rate of

13 interest, time and payment of installment of principal or interest, security or any other

14 term of a bond or note, contract or agreement of any kind to which the bond bank

15 authority is a parly:

16 (20) by regulation, create a new entity nr new entities for the purpose

17 of issuing negotiable or nonncgotiable revenue bonds, notes, or certificates ol

18 participation to linance a self-insurance program for municipalities or municipal joint

19 insurance arrangements organized under AS 21.76 nr in provide assistance In

20 governmental employers under AS 44.85.085(a): the powers, duties, and

21 membership of the new entity nr entities shall be limited to the powers, duties, and

22 membership of the authority and staled in the regulation: the new entity nr entities

23 shall each be a public corporation and an instrumenlalilv ol the state with the same

24 legal existence and continuing micccsmoii as the bond bank authority: and

25 (21) do all acts and things necessary , convenient, or desirable to carry

26 out the powers expressly granted or necessarily implied in this chapter.

27 \  Sec. 3. AS 44.85 is amended b\ adding new sections lo lead.

28 Sec. 44.85.085. Creation of subsidiary corporation, (a) The bond bank

29 authority may create one or more subsidiary corporations for the following purposes;

50 ( I ) pro\ iding Imam ml and oilier assistance to oovemmental employers

il  to enable the governmental emploveis lo rc 'nee their costs offlcnviding retirement

24-LS0883\A
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and oilier benefits to llicir employees by prepaying all or a portion of their shares of 

the unfunded accrued actuarial iabilities of retirement systems;

(2) receiving payments and providing servicing for payments to or 

from participating governmental employers; and

(3) performiiH other duties and providing other services as the 

subsidiary corporation considers necessary or desirable to further the purposes set out 

in (1) and (2) of this subsection

(b) The bond bank anil ority may incorporate under AS 10.20,146 - 10.20.166 

a subsidiary corporation create.1 under (a) of this section. The bond bank authority 

may transfer assets of the bond bank authority to the subsidiary corporation and may 

agree to secure bonds, notes, ct nimercial paper, or other obligations of the subsidiary 

corporation with a reserve fund established under AS 44.85.270.

(c ) A subsidiary corporation created under (a) of this section may borrow 

money and issue bonds, notes, commercial paper, or other obligations as evidence of 

that borrowing and may have ail the powers of the bond bank authority that the bond 

bank authority grants to it. The provisions of AS 44.85.130 - 44.85.170 and 44.85.270 

- 44.S5.300 apply to the subsidiary corporation and to bonds, notes, commercial paper, 

or 'tlier obligations issued by t le subsidiary corporation. Unless otherwise provided 

by the bond bank authority, tie debts, liabilities, and obligations of the subsidiary 

corporation arc not the debts, Ii; bililies, or ohliualions of the bond bank authority.

(d) The staff of the bond bank authority serves as staff of a subsidiary 

corporation created under (a) ol this section. I he bond bank authority shall determine 

the mciuhcr<4iip or the p r o c e s s  dr selecting die membership of the board of directors 

of the subsidiary corporation. . lie bond bank authority may permit some or all of its 

directors to serve on the hoard ofdirectors ol the subsidiary corporation.

Sec. 44.85.1)86. Towers of subsidiary corporation. A subsidiary corporation 

created under AS 44.S* 085 has the following powers in addition those granted to it 

untlei AS 44.85.085(c):

(1) to make loans to and cuter into contracts with L'ovcmmcntul

employers,

(2) to incur debt in furtherance ot its purposes in the form of bonds.

24-LS0883Mt
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notes, commercial paper, or othei forms as the subsidiary corporation considers 

appropriate;

(3) to secure its debt with a pledge of any assets that are available to 

the subsidiary corporation for the purpose, including identified revenue and 

contractual payments from participating governmental employers, and the general 

assets and revenue of the subsidiary corporation: and

(4) to enter into contracts with underwriters, bond counsel, financial 

advisors, accountants, actuaries, and other contractors to provide assistance as the 

subsidiary corporation considers desirable to accomplish its purposes.

* Sec. 4. AS 44.85.100(b) is amended to read:

(b) The bond bank authority shall include in the report required by (a) of this 

section an estimate of the amount of revenue bonds of the bond bank authority lo be 

issued during the fiscal year following the liscal year in which the re iorl is submitted. 

Other than refundin'; bonds and other (linn bonds, notes, conuiurcial paper, or 

other ohlignlions issued under AS 44.85.086 and 44.85.l<S(l(a)(5). the [THEJ bond 

bank authority may not issue revenue bonds |, OTIII .K THAN RliFUNDIfeSG 

BONDS.| in excess of S75.()()().()()() dining an\ fiscal year beginning after June 30,

198 ll unless the legislature, by law, appnwe. the estimate required by this subsection 

for that fiscal year.

* See. 5. AS 44.85.180(a) is amended to read:

(a) Subject to AS 44.85.100(b). the bond bank authority may issue its bonds or 

notes' in principal amounts that it considers necessary to provide funds for an\ 

purposes under this chapter, including

( I )  the purchase , ' ' 's,

(2' the making of loans through the purchase of municipal bonds, 

notes, or certificates of participation secured bs an agreement between the bond bank 

authority and a municipality or a municipal joint insurance arrangement organized 

under AS 21.76;

( 3) the payment, funding, or refunding of the principal of. or interest or 

redemption premiums on. bonds or notes issued by it whether the bonds or notes or 

interest lo be lunded or refunded have or base not heroine due
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1 (4) the establishment or increase of reserves lo secure or lo pay bonds

2 or notes or interest on bonds or notes and all other costs or expenses of the bond bank

3 authority incident to and necessary or convenient lo carry out its corporate purposes

4 and powers;

5 (5) assisting governmental employers to nrenav all or a portion of

6 their share of tlie unfunded accrued actuarial liabilities of retirement systems.

7 with security as the bond bank authority considers reasonable.

8 Sec. 6. AS 44.85.180(c) is amended lo read:

9 (c) Notwithstanding the provisions of (a) and (b) of this section, the total

10 amount of bond bank authority bonds and notes outstanding at any one time [.

11 EXCEPT  BONDS OR NOTES ISSUED TO l-TJND OK REFUND BONDS OK

12 NOTES,J may not exceed $500,000,000. This subsection does not apply to (1)

13 bonds or notes issued lo fund or refund bonds or notes: (2) bonds, notes.

14 eomnicreiiil paper, and other obligations issued under AS 44.85.080 or

15 44.85.180(a)(5).

10 * Sec. 7. AS 44.85.4 10(a)(5) is amended by adding a new puiagraph lo read:

17 (8) "governmental employer" means the State of Alaska or a

18 muni ipality or other stale or municipal governmental entity within the stale, including

19 an agency, instrumentality, district, school district, public corporation, depart nenl.

20 division, or other subdivision of the slate or of a municipality, in its capacity as an

21 employer.
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