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State Affairs Special Committee -  PERS/TRS open work session 2.19.05 10am

There are three ways people arc approaching PERS/TRS

I. Changing the administration of PERS / TRS (the board)

II. Questioning the actuarial rates: weather the actuarial assumptions were good, the
investment strategies, etc.

We wont be dealing with these aspects at this time.

II. Finding a solution- a bill- that is attractive to both employers and em ployees

1. Defined contribution

In State Affairs we want to develop something to cure the BIG problem that we have in 
PERS and TRS now. We want to look at the elements involved in designing a system to 
solve the problem and move forward. We are trying to find a common ground between 
employers and em ployees so we can put together in a bill.

a. Can we design a system that would be beneficial to em ployees? Take a look at 
the universities Optional Retirement Plan (ORP) model.

b. Explain the graph on page 25 -  How much money would we have to place in an 
account dedicated to paying off the past service rate of tier TV employees. This 
would give employers an incentive to undertake such drastic changes.

c. Em ployee bears a portion o f the risk -  either an equal em ployee/ employer 
contribution or any such arrangement where the employee does not contribute at a 
fixed rate.

2. A new defined benefit tier

a. Calculate using a three year average, five year average, career average
b. Base pay only: don’t base retirement benefits on geographic cost 

differential, overtime pay, or bonuses.
c. Eliminate COLA.
d. Raise retirement eligibility age
e. Floating employee contribution
f. Establish a floor for em ployer contributions
g. Change the health care component to reduce costs (ex. HRA)



M a te r i a l  f o r  H o u s e  S t a t e  A f f a i r s  P E R S /T R S  
t i e r  in i t i a t iv e  o v e r s ig h t  h e a r i n g

UNIVERSITY OF ALASKA 
S ta tew id e  Office o f H um an R esources

S u m m ary  of th e  
O p tional R etirem en t Program

The university’s Optional Retirement Program (ORP) is a defined contribution 

alternative to the state sponsored defined benefit plans for faculty and executive staff, 

the Teachers’ Retirement System and the Public Employees’ Retirement System 

respectively.

The university’s obligation under ORP is to make a contribution that is tied to a 

rolling three year average of the TRS rate. In FY05, the employer contribution is 13%, 

the employee contribution is 8.65%, for a total of 21.65%. By comparison, the TRS 

rates this year are 16.00% from the employer, 8.65% from the em ploye, for a total of 

24.65%. There is no health benefit provided by ORP. Vesting is immediate. The 

employee’s plan choice — whether to participate in ORP, or TRS or PERS — is 

irrevocable.

ORP’s advcjitages to the  university include an enhanced ability to compete in 

the national m arket for top faculty and adm inistrators with other universities and 

corporations offering primarily defined contribution plans like ORP. In addition, the 

university has the advantage of relieving its liability under the retirement plan from the 

obligation to provide a costly health benefit upon retirement. ORP participants 

generally prefer the plan because it provides full portability, although some are 

concerned about the absence of a  health benefit in the plan and the inherent 

uncertainties of the m arket.

Approximately 750 faculty and staff participate in ORP. Faculty comprise 90% 

of plan participants and executives 10%. At present, ORP’s assets are $315 million.

January 25, 2005



RETIREMENT PROGRAM COMPARISION CHART

Teachers Retirement 
Svstem (TRS)

Public Employees Retirement 
System (PERS)

UA O ptiona l Retirem ent 
Program (ORP)

PI ..Type Defined Benefit Defined Benefit Defined Contribution
In te rna l Revenue Service 
Governing Code

401(a) 401(a) Employer contribution 401(a) 
Employee contribution 403(b)

Social Security 
Replacement Plan

Yes Yes Yes

State O f  Alaska 
Governing Code

AS 14.24 AS 39.35 AS 14.40.661

E lig ib ility Faculty Administrative and Executive Staff Faculty and Executive StafT
Vesting 8 years o f service 5 years o f service Immediate
Health Coverage 
A fte r Retirement

Yes
T ie r I — Medical at no cost 
T ire  I I  — Medical at age 60 
at no cost

Yes
Tier I —  Medical at no cost 
T ie r I t  — Medical at age 60 at no
cost
T ie r I I I  — Musi have 10 years of 
service and be 60 for no cost 
medical

No

C ontribu tion  Rate 
Setting A uthority

State o f Alaska Division of 
Retirement

State of Alaska Division of 
Retirement

University of Alaska

Methodology For Setting 
Rates

Actuarial Model Actuarial Model 3 year rolling average of the TRS 
contribution rate

Rates F o r FV04 Employer 12% 
Employee 8.65% 
Tota l 20.65%

Employer 5.58% 
Employee 6.75% 
Tota l 12.33%

Employer 11.66% 
Employee 8.65% 
Total 20.31%

Projected Rates FY05 Employer 16.00% 
Employee 8.65% 
Total 24.65%

Employer 10.58% 
Employee 6.75% 
Tota l 17.33%

Employer 13.00% 
Employee 8.65% 
Total 21.65

Subject O f Bargaining No No Possible
Participation Rate ACCFT -  174 (56%) 

UNAC -  328 (39%) 
Executive -  23 (24%) 
Tota l -  525 (95% faculty)

Faculty do not participate in PERS A CCFT- 139(44%) 
UNAC-5 1 1  (61%) 
Executive -  73 (76%) 
Tota l -  725 (90% faculty)

Average Age ACCFT -  53 
UNAC- 5 0  
Executive -  55



February 10, 2005 
Recommendations o f  the:

AML Revenue and Finance Subcommittee of the Legislative Committee and 
Ad Hoc Municipal/School District/UA Committee on PERS/TRS

The com m ittees have been meeting for the past seven months to propose solutions to 
control PERS/TRS costs and define a reasonable program for the future. Municipalities, 
school districts, and the U o f  A comprise 63% o f  the PERS/TRS system. The State and 
all other PERS/TRS employers have exactly the same interests in stabilizing the 
PERS/TRS programs.

Summary o f  recommendations:

1. Hold all bills that could increase costs to the PERS/TRS System until:
a. An adequate PERS/TRS benefit change review process has been adopted, and
b. New retirement program benefit “tiers” have been considered.

Holding bills that could increase costs will stabilize the program immediately to avoid 
new irrevocable permanent costs to the State, municipalities, schools, and the 
University.

2. Adopt a bill that creates an appropriate review and analysis of the impact of 
changes to PERS/TRS benefits. Unlike any other legislative decision, under 
A laska’s Constitution a PERS/TRS benefit can never be “diminished or impaired” 
(Article XII, Section 7). The current “ fiscal note” process for bills is not sufficient to 
accurately determine the long-term impacts o f  changes. Over a long time period the 
lack o f  an adequate analysis process has been the cause o f  a significant portion o f  the 
current cost crisis. Implement:

a. A statutory 90 day review process prior to legislative committee review that 
includes,

i. A com prehensive long-term actuarial analysis by the PERS/TRS 
Boards, and

ii. PERS/TRS hearings with all affected employers, and
iii. A full report and recommendation o f  the PERS/TRS Boards to the 

legislature.

3. Introduce bills to consider the PERS/TRS “Tiers” developed by the PERS/TRS 
Boards: A fter a close vote by the jo in t PERS and TRS Boards these comprehensive 
alternatives we;e not adopted for action, however, there are simply no other long term 
options on the table to reduce long-term costs o f  the program. The alternatives 
include a thoughtful analysis o f  the m ajor provisions o f  the PERS/TRS retirement 
benefit program s and some or all o f the recommendations should be implemented.

4. Look for short-term and long-term financial solutions to meet crushing cost 
increases for past liability:

a. Support State appropriations to offset the 5% PERS/TRS cost increase for FY 
06 and the cum ulative 10% cost increase for FY 07.

b. Consider the long-term cost impacts a direct pay down o f  the approximately 
$5 Billion past liability. For example, a $2 Billion pay down could lower 
iong-term PERS/TRS rate increases significantly.



c. Consider the creation of a State and Local Retirement Pension B o n d  

Corporation to finance the P E R S / T R S  $5 Billion past liability with low 

interest bonds. Estimated bond rates of 5.5 to 6 %  could save an estimated over 

$100 million/year on the P E R S / T R S  unfunded liability currently charged to 

employers at 8.25%.

B a l a n c e d  a n d  E x p a n d e d  R e p r e s e n t a t io n :
MunicipJities, Schools, and the University represent 6 3 %  of the P E R S / T R S

programs but do not have direct representation on the P E R S / T R S  Boards.

a. Consider adding direct employer representatives to the P E R S / T R S  Boards, 

or;

b. Create a separate public retirement system corporation (somewhat similar to 

A H F C  or A I D E A )  to m a n a g e  all aspects of the retirement systems. (With 

representation as in (a) above.)

F i n a n c i a l  A d m i n i s t r a t i o n
a. T h i r d  p a r t y  r e v ie w : Review of actuary assumptions and rates by a 

disinterested third party at least every three years.

b. I m p r o v e  forecasts o f  f u t u r e  t r e n d s :  Actuaries primarily use historical trends 
to m a k e  future projections. M o r e  work should be done to forecast future 

trends using disinterested third parties from a variety of disciplines.

c. M i n i m u m  e m p l o y e r  c o n t r i b u t i o n  rates: Consider setting m i n i m u m  
employer contribution rates in the future to avoid wide swings in employer 

rates.



A L A S K A  S T A T E  H O U S E  O F  R E P R E S E N T A T IV E S

In te r im  A d d r e s s :

345 W. Sterling Hwy 
Suite 102B 
Homer AK 99603 
(907)-235-2921 
Fax# (907)-235-4008

S e s s i o n :

(907)-465-2689
FA X # (9 0 7 )  4 6 5 -3 4 7 2

State Capital 
Room 102

HOUSE STATE AFFAIRS COMMITTEE
Representative Paul Seaton, Chairman

MEMORANDUM

Date: January 27, 2005

T o  : Melanie Millhom, Director, Division of Retirement and Benefits

From: Louie Flora

House State Affairs Committee Aide 

4963

Re: Compiled Questions on P E R s  / T E R s  from the House State Affairs Committee

1. W h a t  is a conservative discount rate for calculating pension liabilities?

Please show sensitivity based on 7.25% and 9.25% rates of return?

2. List the five primary assumptions in calculating the pension liability and detail the ramifications of

forecasting errors.

a) what are the impacts of a significant error on any one of the assumptions?

b) what are the impacts of a significant error on two or more of the assumptions?

3. W o u l d  you characterize the management of both the assets and liabilities as conservative?

4. W h y  is the liability of the pension system managed by The Department of Administration, the assets by 

the Department of Revenue and what is the role of the P E R S  and T E R S  Boards?

T h e  legislature has been provided a suggestion from the Kenai Peninsula Board calling for an “Alaska

Public Employees Retirement Corporation.” Have you reviewed it? Is it a more efficient manner of doing 

business?

1



5. W o u l d  it be prudent to increase the overall investment risk of the fund?

6. Could P E R S  and T E R S  invest in the gas pipeline?

7. D o  all tiers pay the same price per dollar of payroll?

8. Are tier 3 employee paying the sa m e  price as tier one, but getting a whole lot less?

9. W h a t  policy decisions of the P E R S  and T E R S  board improved the financial condition of the plan?

10. W h a t  policy decisions of the P E R S  and 'HERS board impaired the financial condition of the plan?

11. W h a t  policy decisions can the Administration m a k e  to improve the plan?

12. W h a t  policy decisions can the Legislature m a k e  to improve the plan?

13. Is there anything that can be done besides adding assets to the plan to improve its fiscal condition.

14. Please provide in a graph the actual cash flows in and out of tne various existing plans for the periods 

listed below as well as what you anticipate (base case) for the next three years -  please aggregate if 

possible so that w e  can more easily see the “big picture.” Please feel free to utilize the following chart:

F Y Total

Contributions

Total Benefits 

Paid

Difference Total Assets of all Plans 

at end of Period

Pre

2000

2000

2001

2002

2003

2004

2005

2006

2007

2008

1

15. W h a t  is the effect of utilizing the “highest three years” for calculating Retirement/Benefits vs. utilizing

the average w a g e  over the employees tenure with the state?

16. C a n  w e  change to an average benefit?

17. W h a t  is the actuarial liability to the system if calculated on an average instead of 'highest three years”

system?

18. W h a t  is the effect if w e  d o n’t allow overtime or geographic C O L A  to factor into Retirement/Benefits?

19. If w e  went to a “defined contribution” program, what would this do to the schedules of payment/liability?

20. Please explain whether or h o w  the rehire of retired employees under H B  242 (2001) has affected 

P E R S / T E R S



21. Please explain the great difference in increased health costs between P E R S  and T E R S  -  is this due to 

teachers retiring in 20 years?

22. Explain the news G A S B  rules -  are w e  sure the siaic is required to comply, since the state self-insures? Or 

are w e  already compliant?





F in a n c ia l  S u m m a r y
Employer Contribution Rates - PERS

FY05 FY06

Normal Cost Rate: 13.31% 13.24%
Average Past Service Rate: 11.60% 12.39%
Average Contribution Rate: 24.91% 25.63%
Board Adopted Rate: 11.77% 16.77%

•  T h e  n o r m a l  c o s t  r a t e  p r o v id e s  f o r  b e n e f i t s  e x p e c t e d  to  b e  e a r n e d  b y  a c t iv e  

m e m b e r s  d u r in g  t h e  f i s c a l  y e a r

•  T h e  p a s t  s e r v i c e  r a t e  is  t h e  p a r t  o f  t h e  c o n t r ib u t io n  t h a t  is  i n t e n d e d  to  p a y  

o ff  t h e  u n f u n d e d  lia b ility  ( o v e r  2 5  y e a r s )

Mercer Human Rosourco Consulting Slide 2
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A  F in a n c ia l  S u m m a r y
$aH B Employer Contribution Rates - TRS

FY05 FY06

Normal Cost Rate: 14.70% 14.28%
Past Service Rate: 20.81% 24.57%
Total Contribution Rate: 35.57% 38.85%
Board Adopted Rate: 16.00% 21.00%

•  T h e  n o r m a l  c o s t  r a t e  p r o v i d e s  f o r  b e n e f i t s  e x p e c t e d  to  b e  e a r n e d  b y  

a c t i v e  m e m b e r s  d u r in g  t h e  f i s c a l  y e a r

•  T h e  p a s t  s e r v i c e  r a t e  i s  t h e  p a r t  o f  t h e  c o n t r ib u t io n  t h a t  i s  i n t e n d e d  to  

p a y  o ff  t h e  u n f u n d e d  liab ility  ( o v e r  2 5  y e a r s )

Mercer Human Resource Consulting Slide 3
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2000 2003

M e r c e r  H u m a n  R e s o u r c e  C o n s u l t in g
o (Joe

State of Alaska Public Employees' Retirement System 

June 30. 2003
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Report Highlights (continued) 

TRS Funding Ratio History

120%

100% T

Mercer Human Resource Consulting

g Oor.
State of Alaska Teachers' Retirement System 
as of June 30,2003

Slide 4BPage 4



o  Rising contribution levels 

«=> Volatile investment returns 

• Investment uncertainty 

=> Rising medical costs

Mercer Human Resource Consulwig Slide 5

A  O v e r v ie w
tjf lP ^ K e y  information

Key information gathered and analyzed

Employer survey

o  Member focus groups

o  Benchmarking

o  Benefit levels

o  Demographic projections

o  Implications of Medicare changes

o  Trends, issues and alternatives

■=> Cost analysis and projections

Mercer Human Resource Consulting Slide 6
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J b  E m p lo y e r  S u r v e y  -  P E R S
Important Conclusions

------------------------------------------------------------------------- ------------

o  Employers want the retirement program to continue to provide medical 
coverage

<=> Many employers open to the possibility of providing differing levels of 
medical coverage based on service or having members share in the 
cost of coverage

o  Other potential cost savings areas that some employers seem open 
to:

• Lowering the post-retirement cost-of-living adjustment

• Not providing medical coverage to vested terminated members

<=> Some responses seem to favor continuing a defined benefit approach

• Reward long service

o  However, responses leaned towards shiftin'- investment risk to 
members

Mercer Human Resource Consulting Slide 7

E m p lo y e r  S u r v e y  -  T R S
i  :^ ||jm p o rta n t Conclusions

=> Employers want the retirement program to continue to provide medical 
coverage

o  Many employers, particularly the largest employers, open to the 
possibility of providing differing levels of medical coverage based on 
service or having members share in the cost of coverage

o  Other potential cost savings areas that some employers seem open 
to:

- Lowering the post-retirement cost-of-living adjustment 

■ Not providing medical coverage to vested terminated members

o  Some responses seem to favor continuing a defined benefit approach 

• Reward long service

However, responses leaned towards shifting investment risk to 
members

QliHo ft
Mercer Hurnan Resource Consulting 0



O v e r v ie w
System Objectives and Constraints

Based on information gathered and stakeholder feedback, the Tier 
Committee drafted the following objectives:

o  The System should provide medical benefits to retirees 

• Members should bear a greater share of the cost 

■ Members should have to retire from the System to be eligible

o  Benefits should favor longer-service members

Employer contributions should be more predictable and stable

o  Investment risk should be shared by employers and members

o  Healthcare inflation risk should be shared by employers and members

Merest Mumen Resource Consulting Slide 9

I# O v e r v ie w
I  System Objectives and Constraints

Based on information gathered and stakenolder feedback, the Tier 
Committee drafted the following constraints:

^ Non-medical benefits must be sufficient to satisfy minimum 
requirements for employers who do not participate in Social Security

■=> Benefit changes must take the form of new "tiers”

o  Annual cost of benefits should be less than the current Systems’ 
normal cost rates

Mprcer Human Rosource Consulting Slide 10
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T r e n d s  a n d  A l t e r n a t iv e s
Defined Benefit Observations

o  Plans have experienced higher cost levels and greater cost volatility 

Funded status has declined in last 3 years

Advantages (tc employer) of defined benefit plans

■ Retent it .centives, lower turnover cost 

• Workforce management

■ Cost allocated to longer-service employees

Mercer Homan Resource Consulting Slide \ 1

m
T r e n d s  a n d  A l t e r n a t iv e s
Defined Benefit Observations (continued)

Advantages (to employee) of defined benefit plans

■ Pooling of longevity risk

■ In most cases, employer bears investment risk

• Predictable, s'able retirement income

o  Challenges (for employer) of defined benefit plans

• Investment risk

• Cost volatility

Mercer Human Resoul,'e Consulting Slide 12
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A  T r e n d s  a n d  A l t e r n a t iv e s
< 3 H  Defined Contribution Observations

<=> Advantages (to employer) of defined contribution plans

• Predictable cost

• Stable cost

• Employee assumes investment risk

• No long-term administrate 3 commitment

• Contribution equity among employees

=> Advantages (to employee) of defined contribution plans

• Portability

• Ability to direct investments

■ Contribution equity among employees

Merotr Human Resource Consulting Slide 13
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T r e n d s  a n d  A l t e r n a t iv e s
Defined Cont-.bution Observations (continued)

=> Challenges for defined contribution plans

• More difficult to manage workforce

■ Employee directed money often earns less

• Amount needed at retirement is often underestimated

• Employees need to contribute in excess of 10 percent, but most do 
not

■ Retirees generally not equipped to transform lump sum into 
monthly payments that last for a lifetime (difficult to manage 
longevity risk)

Mercer Human Resource Consulting Slide 14
------------------------------- ~r

r
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j& t o  P r o p o s e d  A l t e r n a t iv e s
a M M  Overview

=i> T w o  a l t e r n a t i v e s  a r e  b e i n g  p r e s e n t e d  to  t h e  P E R S  a n d  T R S  B o a r d s ,  w ith  t h e  

T i e r  C o m m i t t e e  r e c o m m e n d i n g  A l te r n a t iv e  1

o  C o m p o n e n t s  o f  A l te r n a t iv e  1

•  d e f in e d  b e n e f i t

•  d e f i n e d  c o n t r ib u t io n

•  m e d ic a l

• h e a l t h  r e i m b u r s e m e n t  a c c o u n t  (H R A )

=> C o m p o n e n t s  o f  A l te r n a t iv e  2

•  d e f in e d  c o n t r ib u t io n

•  m e d ic a l

•  h e a l t h  r e i m b u r s e m e n t  a c c o u n t  (H R A )

M e m b e r  c o n t r ib u t io n s  u n d e r  b o th  a l t e r n a t i v e s  a r e  h ig h e r  t h a n  t h e  c u r r e n t  t i e r s

<=> C o n tr ib u t io n  r& ie s  fo r  t h e  d e f in e d  c o n t r ib u t io n  c o m p o n e n t  a r e  h i g h e r  fo r  

A l te r n a t iv e  2

P o s t - r e t l r e m e n t  m e d ic a l  p r o g r a m  is  t h e  s a m e  fo r  b o th  a l t e r n a t i v e s

Mercer Human Resource Consulting Slidl
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P r o p o s e d  A l t e r n a t iv e s
Defined Benefit Alternative

Key features of Alternative 1 defined benefit program

1 percent of career average pay

>=> Pay is indexed from year received to year preceding retirement (or 
termination) based on the Anchorage CPI

• for example, 1997 pay for a member retiring on December 31, 
2009 would be increased at Anchorage CPI for 12 years

o  Base pay only

o  Normal retirement at the earlier of

• (1) age 60 with 5 years of service (8 years for TRS), or

• (2) 25 years of service (30 years for PERS “others")

o  Post-retinjment pension adjustments similar to current tiers 

o  No 10 percent Alaska cost-of-living adjustment (COLA)

Mercer Human Resource Consulting Slide 17

P r o p o s e d  A l t e r n a t iv e s
Defined Contribution Alternatives
X

Key features of defined contribution components 

•=> Individual accounts are maintained for each member 

■=> Contributions are a percentage of base pay 

o  Various investment options (member-directed) 

o  100% vested

<=> Terminating or retiring member takes account (eligible for rollover)

Mercer Human Resource Consulting S l i d e  1 8
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P r o p o s e d  A l t e r n a t iv e s
Accrual of Non-Medical Benefits - PERS

Piraart Vriw d Hm*#• • *0 Sar«ca»0 Safcry-USJOO

— Caarwt rat 2

Slide 19
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Mercer Human Resource Consulting

P r o p o s e d  A l t e r n a t iv e s
Accrual of Non-Medical Benefits - TRS



P ro p o s e d  M e d ic a l  P r o g r a m
^ P ^ K e y  Features

Key features of pcst-retirement medical program

& Members must retire directly from the System to be eligible

o  System sponsored her'th plan with varying levels of subsidy or cost to 
members

o  Early retirees get “access only” prior to normal retirement eligibility

Defined doliar benefit from normal retirement to Medicare eligibility 
(currently age 65)

o  Defined health benefit after Medicare eligibility, similar to the current 
program with the following key exceptions:

• Method of coc rdination with Medicare 

■ Retired members will share in the cost through premium 
contributions

Mercer Human Resource Consulting Slid® 21

P ro p o s e d  M e d ic a l  P r o g r a m
System Sponsored Health Care Plan

=> System sponsored health plan available to all eligible retirees, but with 
varying levels of subsidy

o  Basic plan design elements
Current PlanMedical

• Coordination with Medicare
• Deduct) We
• Out of Pocket
• Outpatient Surgery Coinsurance

Prescription Drug
• Retail

- Generic
Brand Formulary

• Brand Nor Formulary

• Mail Order
- Generic

Brand Formulary
• Brand Non-Formulary

Dental. Vision. Audio

Mercer Human Resource Consulting

Alternative Plan

Total AiiowaD*€ 
5150'porson. $450damiiy 

S800 100%

90 day supply 
54 S8 
58

90 day supply 50 50 
50

Maintenance of B*' eflts 
5250/person. i  -d/lomdy 

52.50C 
80%

30 day supply 
55 

515
530

90 day supply 
55 

515 
530

No Change

Slide 22
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P r o p o s e d  M e t i c a l  P r o g r a m
Eligibility

■=> Normal retirement eligibility for medical benefits will be defined as the 
earlier of

■ (1) age 60 with 10 years of sen'ice

■ (2) 25 years jf service (30 years for PERS “others" retirees).

o  Disabled participants w II be eligible

Terminated vested participants are not eligible. A member must retire 
directly from active service in order to receive coverage

Mercer Human Resource Consulting

<=> Early retirees who have not reached normal retirement eligibility 

■ Receive “access only" plan

• Will not be eligible for subsidized retiree health plan costs

• Pay 100% of the pre-Medicare eligible (currently pre-age 65) per 
member per year (PMPY) claim costs

Dependent spouses of early retirees will pay 100% of the appropriate 
pre-Medicare or Medicare eligible PMPY claim cost

P r o p o s e d  M e d ic a l  P r o g r a m
Early Retirement

Mercer Human Resource Consulting Slide 24
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A  P ro p o s e d  M e d ic a l  P r o g r a m
Normal Retirement to Medicare Eligibility

■=> Members who retire directly from the Systems will he eligible for a 
"defined dollar’ benefit upon reaching eligibility for normal retirement

<=> Fixed dollar subsidy toward system sponsored health coverage

^ Access to system sponsored retiree medical plan as outlined above

■=> Subsidy amount is based on length of service

^ Subsidy amount indexed each year by healthcare inflation up to a 
maximum of 5 percent (with a “catch up" provision based on years 
when healthcare inflation is less than 5%)

Morcer H"man Resource Consulting Slid© 25

P ro p o s e d  M e d ic a l  P r o g r a m
Normal Retirement to Medicare Eligibility

o  Upon becoming eligible for Medicare, such members will become 
eligible for the “denned health" benefit

■=> Pre-Medicare dependent spouse is eligible for the same subsidy as 
retiree

o  Medicare eligible dependent spouse is eligible for the Medicare 
eligible benefit level, with contribution percentage based on retiree 
length of service

Mercer Hurr,9n Resource Consulting Slid© 26

Page 1 5



P r o p o s e d  M e d ic a l  P r o g r a m
Normal Retirement to Medicare Eligibility 

X
o  Apply percentages to the applicable subsidy base to arrive et the 

appropriate subsidy amount.

o  Defined Dollar Subsidy Base Annual PMPY for fiscal year ?004:

Pre Medicare $5,962*

■=> Subsidy Percentage

Service (yrs) Subsidy %
10-14
15-19
20-24
25-29
30+

30%
45%
60%
75%
90%

<=> Member contributions are determined by subtracting the annual 
subsidy amount from the annual claims cost for a given year.

& ‘Equtvaiei! to FY2004 pra-Ua 'icare projactod claim cost 

Mercer Human le t  ujrco CcnsuHin j Slide 27

P r o p o s e d  M e d ic a l  P r o g r a m
After Medicare Eligibility

<=> Defined health benefit similar to current program

<=> Retirees who were previously eligible for 100% subsidy of retiree 
health plan costs will now participate in the premium cost.

=> Contributions are per covered individual

Pre-Medicare dependent spouses are eligible to receive a defined 
dollar subsidy with percentage based on retiree length of service

^ Medicare eligible dependent spouses are eligible to receive the same 
defined health benefits as the retiree and pay the same contributions

Mercer Hur'an Resource (insulting Slide 25



P ro p o s e d  M e d ic a l  P r o g r a m
After Medir,are EHjibility

& Contribution Bara " APY for fiscal year 2004:

M» Jicare Eligible $2,667

^ Contribution Per .jntage

Service (yrs) Cot tribition %
10-14 30%
15-19 25%
20-24 20%
25-29 15%
30+ 10%

>=> Apply percer.ages to the contribution base to arrive at the applicable 
contribution amount

Q | ) H p  O Q
Mercer Human Rceouxt. Consul mg

t h  R e i m b u r s e m e n t  

u n t s  ( H R A s )

X

C |jJ / j  on
Mercer Human Resource Consulting
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J R
H e a l th  R e im b u r s e m e n t  A c c o u n t s
O verview

A ,

=> Arrangement ti .at:

• Is solely emplover paid

■ Reimburses employees for medical expenses

• Provides reimbursements up to a maximum dollar amount for a 
defined coverage period

o  Unused funds are carried 'orward to the next coverage period

& Usually, but not requireo to be, associated with high-deductible health 
plans or consumer directed health plans

o  Includes aspects of FSAs

o  Also known as

• Health Reimbursement Arrangements

• Defined contribution health care plans

QliHo  ̂1
Mercer Human Resource Consulting

H e a l th  R e im b u r s e m e n t  A c c o u n t s
O verview

Funding

■=> E m p lo y e r  o n ly

E m p lo y e r  s e t s  o w n  lim its  

N o t io n a l  o r  f u n d e d  a c c o u n t s

•  g e n e r a l  a s s e t s

• VEBA
•  o t h e r  t r u s t s  

Eligibility

C u r r e n t  a n d  f o r m e r  e m p l o y e e s  ( in c lu d in g  r e a r e d  e m p l o y e e s ) ,  s p o u s e s  a n d  

d e p e n d e n t s

^  C O B R A  p a r t i c ip a n t s

o  D e p e n d e n t  m <~dical e x p e n s e s  o n  d e a t h  o f  e m p l o y e e

QliHo
Mercer Human Resource Consulting
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J f a |  H e a l th  R e im b u r s e m e n t  A c c o u n ts
O verview

Benefits

o  Reimbursements for medical expenses as defined in IRC section 
213(d)

o  No IRS limit on reimbursements

<=> Employee responsible for substantiating expenses

o  Cannot use for over-the-counter drugs

o  Can be used for after tax insurance premium payments (LTC is gray 
area)

■=> Cannot have any right to receive cash benefit 

o  Can be used with FSA, but special rules apply

Mercer Homan Resource Consulting S l i d e

m

H e a l th  R e im b u r s e m e n t  A c c o u n ts
O verview

Plan design

o  Plan sponsor dictates plan design

■ Contribution amount

• Covered expenses

• Termination provisions

Tax Treatment

^ Requirements for exclusion from employee/retiree income:

• Employer funding only -  no employee contributions

■ Only reimbursed for qualified medical expenses

o  Subject to non-discrimination rules under IRS code section 105(h)

Slide 34
Mercer Human Resource Cont»ultir*y
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m
H e a l th  R e im b u r s e m e n t  A c c o u n ts
C om parison o f tax advantaged health care 
Accounts

Account requirements funds must be h#»d M trust nr tuttfttfit1 account No rsQutrsmsnt. often unfunded No rsQU-'umsnt, often unfondad

Qualifying eapenese MieceAaneous IRC 213(d) cap»ato». • nllsd health premium Mi*c*ianeout IRC 213(d) aspenasa unlimited pismrum rwmDuraamanU subject lo plan daa«gn
Misobsnsoua IRC 213(d) sipsnssa. no health premium rsimt uwunta

Non-qualified w«thdr»w*i»
Vn, but usable plus 1t% pt.'.afty No psnslty after age M. duabcity or death (no psnslty or tas sflsr death if MSA post 10 tpouss) Not allows<1

Rollover of unuasd fund* llnussd funds roll ovsr indefinitely Allowsd. although smpioysr can establish limits Not siiowsd

Non(o<1#iU04e Via sod fuby portable can take to new smpioysr No, but COBRA ngl .a sppry No but limited uOBRA rights •PP*y

•CO«RA care r<***** I'd prwwumi (or «oow« w n  •< we* *8 er recarwig a

Mercor Ho n Resource Consulting
Slide 35

H e a l th  R e im b u r s e m e n t  A c c o u n t s
Com parison o f tax advantaged health care 
accounts

Eligibility Individusls (smpioyss*) with high dsductlM* plan (HDMP) Employs#* who## employer* makeavsNabis Employee* .mos# smpioysr* mako available
Mssith innrance rsquirtmsnt Qualified high dsductibis hsalth plan rsqulrtd Nona, although amp̂ ysr typ«caiiy require* high dsductibis coverage None

Contributions ■ Sourcs Employer, smpioyss. or both Employer only Employs/ employes or both

Tsssbn-ty of smpioyss contnbutions Taifrss Employes contribution not allowed Tas-free

T liability of smpioysr contnbutions Tas-frea to employs,. las deduct ibis to employer Ta*-free to employes. ta« deductible lo smpioysr Tai frss to smpioyss. tas dsductibis to employer
Annual contribution ler Is (tmployts+tmpioysr) Leaser of 100\ of dsducbbis or hied amount (esubfiahsd by Iwr) Nona legally required, employer MU lls contnbulion amounu

None legally required, smpioysr Mts smpioyss contnbution limits

Morcer Human Resource Consulting Slide 36
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H e a l th  R e im b u r s e m e n t  A c c o u n t s
Projection scenarios

o  Illustrate the HRA fund value at retirement, the total costs expected to
be borne by the retiree during the pre-Medicare period of retirement
and the retiree's expected net cost after HRA reimbursements 

•=> Four scenarios
•  E a r ly  h i r e ,  1 .0 %  f u n d in g  - h i r e  a t  2 5 ,  r e t i r e  a t  5 5

• E a r ly  h ir e ,  1 .5 %  f u n d in g  -  h i r e  a t  2 5 ,  r e t i r e  a t  5 5

• L a te  h i r e ,  1 .0 %  f u n d in g  - h i r e  a t  4 0 ,  r e t i r e  a t  6 0

•  L a t e  h ir e .  1 .5 %  f u n d in g  - h i r e  a t  4 0 ,  r e t i r e  a t  6 0

Key assumptions
• H ire  d a t e  o f 7 /1 /2004
•  N o rm a l  r e t i r e m e n t  a t  2 5  y e a r s  o r  a g e  6 0

• F u n d e d  a s  p e r c e n t  o f  a v e r a g e  s a l a r y  Tor g r o u p

• A v e r a g e  s a l a r y  f o r  g r o u p  o f  $ 3 5 ,0 0 0

• W a g e  in f la tio n  4 .0 %

*4ercer Mumar . esoufce ConsuWnB Slid® 3i

H e a l th  R e im b u r s e m e n t  A c c o u n t s
Projection scenarios

o  Key assumptions (continued)
• H R A  a c c u m u la t io n  r a t e  8 .2 5 %

■ E a r ly  r e t i r e m e n t  a c c e s s - o n l y  p la n  a s  d e s c r i b e d  in  t h e  p r o p o s e d  m e d ic a l  

p r o g r a m

• N o r m a l  r e t i r e m e n t  to  M e d ic a r e  e lig ib ility  d e f i n e d  d o l la r  s u b s i d y  a s  

d e s c r i b e d  in  t h e  p r o p o s e d  m e d ic a l  p r o g r a m

• B e n e f i t  c o s t s  i n c r e a s e  a t  p r o p o s e d  v a lu a t io n  t r e n d

• R e t i r e e s  t r a n s i t io n  to  d e f in e d  h e a l th  b e n e f i t  p l a n  a t  M e d ic a r e  e lig ib ility

<=> Other assumptions
•  P a r t i c ip a n t  r e t i r e s  f ro m  s y s t e m  a n d  is  r e c e iv in g  s y s t e m - s p o n s o r e d  b e n e f i t s

• D e m o g r a p h ic  c o m p o s i t i o n  o f  fu t  'r e  p r e - M e d i c a r e  r e t i r e e  g r o u p  r e m a i n s  

c o n s t a n t

• N o  s p e n d  d o w n  o f  H R A  d u r in g  a c t iv e  b e n e f i t  p e r io d

QliHo 7ft
Mercer Human Resource Consulting O i l  O f f  J O
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H e a l th  R e im b u r s e m e n t  A c c o u n t s
Projection scenarios

G r o t *  R e t ir e *  

C o e t

H RA  a t  
R e t i r e m e n t

N a t R e t i r t#  
C o a t

E a r ly  H ire .  1 .0 %  

E a r ly  H ire .  1 .5 %  

L a te  H ire .  1 .0 %  

L a te  H ire .  1 .5 %

$ 1 5 3 ,7 2 1  

$ 1 5 3 ,7 2 1  

$  6 8 , 9 9 3  

$  6 8 . 9 9 3

$ 6 4 ,6 2 2

$ 9 6 ,9 3 3

$ 2 3 ,0 5 2

$ 3 4 , 5 7 9

$ 7 2 ,3 4 8

$ 1 2 ,7 1 4

$ 4 4 ,5 4 3

$ 3 0 ,5 8 0

^  G r o s s  r e t i r e e  c o s t  i s  t h e  to ta l  m e d ic a l  p r e m iu m  c o s t  e x p e c t e d  to  b e  p a id  b y  

t h e  r e t i r e e  l e s s  a n y  S y s t e m - s p o n s o r e d  s u b s i d y .  D o e s  n o t  in c lu d e  r e t i r e e  c o s t  

s h a r i n g  v ia  p la n  d e s i g n  e l e m e n t s  s u c h  a s  d e d u c t i b l e s  a n d  c o i n s u r a n c e .

H R A  a t  r e t i r e m e n t  i s  t h e  b e g in n in g  f u n d  b a l a n c e  a t  t h e  y e a r  o f  r e t i r e m e n t .

o  N e t  r e t i r e e  c o s t  i s  t h e  g r o s s  r e t i r e e  c o s t  l e s s  e x p e c t e d  r e i m b u r s e m e n t s  f ro m  
t h e  H R A . H R A  b a l a n c e  c o n t i n u e s  to  e a r n  i n t e r e s t  a f t e r  m e d ic a l  e x p e n s e s  a r e  

r e i m b u r s e d  e a c h  y e a r .

Mercer Human Resource Conauwng Slide 39

P r o p o s e d  A l t e r n a t iv e s
Alternative 1 -  Normal Cost Rates

“Normal cost" rates for Alternative 1 are expected to be as follows:

N o r m a l  C o s t  R a t o s

T R S P E R S

M e d ic a l  n o r m a l  c o s t  r a t e 3 .7 5 % ( 9 .0 7 % ) 3 .5 % ( 8 .6 8 % )

D e f in e d  b e n e f i t  n o r m a l  c o s t  r a t e 5 .0 % ( 1 3 .9 0 % ) 4  5 % ( 1 1 .3 7 % )

D e f in e d  c o n t r ib u t io n  r a t e 8 .5 % (N /A ) 7 .0 % (N /A )

H R A  c o n t r ib u t io n  r a t e 1 5 % (N /A ) 1 .0 % (N /A )

G r o s s  n o r m a l  c o s t  r a t e 1 8 .7 5 % ( 2 2 .9 7 % ) 1 6 .0 % ( 2 0 .0 5 % )

M e m b e r  c o n t r ib u t io n  r a t e ( 1 0 .0 ) % ( 8 .6 9 % ) ( 8 .0 ) % ( 6 .8 1 % )

E m p lo y e r  r  o r m a l  c o s t  r a t e 8 .7 5 % ( 1 4 .2 8 % ) 8 .0 % ( 1 3 .2 4 % )

Norma! cost rates for the current program (all tiers) are shown 
in parenthec°s fo r romoara tive purposes.

Mercer Human Resource Consulting Slide 40
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| A  P r o p o s e d  A l t e r n a t iv e s
Alternative 2 -  Normal Cost Rates

o  "Norma! cost" rates for Alternative 2 are expected to be as foi'nws:

N o r m a l  C o s t  R a t e s

T R S P E R S

Medical normal cost rate 3.75% 3.5%

Defined contribution rate 13.5% 11.5%

HRA contribution rate 1.5% 1.0%

Gross normal cost rate 18.75% 16.0%

Member contribution rate (10.0)% (8.0)%

Employer normal cost rate 8.75% 8.0%

Mercaf Hum< i  Resource Consuitirg S l i d e  4 1
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»te of Alaska
dsion of Retirement P Benefits
>rmal Cost rate and Actuarial Competed Rate from FY 1983 through FY 2006

Valuation 
jport date 
IJune 30

Fiscal 
year of 

rate

Normal 
Cost rate 

PERS

Actuarial
Computed

Rate
PERS

Normal
Cost
rate
TRS

Actuarial 
Computed 
Rate TRS

1980 1983 11.46% 13.78% 11.95% 16.84%
1981 1984 12.03% 13.68% 13.51% 17.42%
1982 1985 11.36% 13.62% 13.64% 17.96%
1983 1986 11.82% 13.59% 13.13% 17.36%
1984 1987 12.31% 13.84% 13.91% 13.28%
1985 1988 11.13% 9.55% 11.62% 13.28%
1986 1989 10.20% 9.38% 9.36% 11.16%
1987 1990 9.23% 9.30% 9.14% 8.19%
1988 1991 10.37% 12.00% 11.86% 12.27%
1989 1992 12.00% 14.20% 13.26% 15.16%
1990 1993 12.83% 13.58% 14.07% 19.65%
1991 1994 10.18% 13.72% 9.05% 15.59%
1992 1995 10.90% 13.70% 8.57% 13.36%
1993 1996 11.29% 12.82% 9.06% 12.48%
1994 1997 10.36% 12.14% 9.70% 14.96%
1995 1998 10.61% 11.90% 10.10% 14.94%
1996 1099 9.85% 7.74% 8.97% 10.52%
1997 2000 9.89% 7.36% 9.21% 13.00%
1998 2001 8.67% 7.03% 8.99% 10.55%.
1999 2002 8.07% 6.56% 8.88% 7.09%
2000 2003 10.07% 6.12% 9.40% 8.29%
2001 2004 9.53% 6.77% 10.36% 14.44%
2002 2005 13.31% 24.91% 14.76% 35.57%
2003 2006 13.24% 25.63% 14.28% 38.85%

Uormal Cost Rate: p'esent value of benefits, which are expected to be credited with respect to service 
luring the year beginning on the valuation date.

Actuarial Computed Rate: after comparing plan assets and liabilities, an actuarial rate is computed that would fully 
jnd the retirement systems over 25 years. There are two components: the normal cost rate and the past service rate 

lecessary to pay any unfunded liability. Both rates account for differences between actual experience versus 
Inticipated results, changes in actuarial assumptions and / or methods, changes in statutory provisions, and the 
lifference between the rate actually adopted by the Boards for a particular year versus the computed rate.
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State of Alaska
Division of Retirement & Benefits
Normal Cost Rate and Actuarial Computed Rate from FY 1983 through FY 2006

Valuation 
report date 

June 30

Fiscal 
year of 

rate

Normal 
Cost rate 

PERS

Actuarial
Computed

Rate
PZRS

Normal
Cost
rate
TRS

Actuarial 
Computed 
Rate TRS

1980 1983 11.46% 13.78% 11.95% 16.84%

1981 1984 12.03% 13.68% 13.51% 17.42%
1932 1985 11.36% 13.62% 13.64% 17.96%
1983 1986 11.82% 13.59% 13.13% 17.36%
1984 1987 12.31% 13.84% 13.91% 13.28%
1985 1988 11.13% 9.55% 11.62% 13.28%
1986 1989 10.20% 9.38% 9.36% 11.16%
1987 1990 9.23% 9.30% 9.14% 0.19%

.38 1991 10.37% 12.00% 11.86% 12.27%

1989 1992 12.00% 14.20% 13.26% 15.16%
19V) 1993 12.83% 13.58% 14.07% 19.65%

1991 1994 10.18% 13.72% 9.05% 15.59%

1992 1995 10.90% 13.70% 8.57% 13.36%

1993 1996 11.29% 12.82% 9.06% 12.48%
1994 1997 10.36% 12.14% 9.70% 14.96%

1995 1998 10.61% 11.90% 10.10% 14.94%

1996 1999 9.85% 7.74% 8.97% 10.52%
1997 2000 9.89% 7.36% 9.21% 13.00%
1998 2001 8.67% 7.03% 8.99% 10.55%

1999 2002 8.07% 6.56% 8.88% 7.09%

2000 2003 10.07% 6.12% 9.40% 8.29%

2001 2004 9.53% 6.77% 10.36% 14.44%

2C02 2005 13.31% 24.91% 14.76% 35.57%

2003 2006 13.24% 25.63% 14.28% 38.85%

Normal Cost Rate: present value of benefits, which are expected to be credited with respect to service 
during the year beginning on the valuation date.

Actuarial Computed Rate: aftei comparing plan assets and liabilities, an actuarial rate is computed that wo 
fund the retirement systems over 25 years. There are two components: the normal cost rate and the past 5 
necessary to pay any unfunded liability. Both rates account for differences between actual experience vei 
anticipated results, changes in actuarial assumptions and I or methods, changes in statutory provisions ar 
difference between the rate actually adopted by the Boards for a particular year versus the computed rate.
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Valuation Results

1.5(c) Actuarial Projections -  Effect of Economic Scenarios 

Key Assumptions

■ All assumptions and methods arc the same as Section l .5(a) except

Results are shown only under the l %  population growth scenario

The actuarially calculated contribution rate is adopted in each year beginning in FY06, 

but rate cannot increase by more than 5 %  per year.

Investment returns are assumed as follows:

Total Portfolio Investment Return Under Each Scenario

Year Ending Base Prolonged
June 30 Case Growth Recession

2004 15.08% 15.08% 15.08%
2005 8.25% 10.00% -3.50%
2006 8.25% 10.00% -3.50%
2007 8.25% 9.50% 2.10%
2008 8.25% 9.00% 7.75%
2009 8.25% 8.25% 7.75%
2010 8.25% 8.25% 7.75%
2011 8.25% 8.25% 7.75%
2012 8.25% 8.25% 7.75%
2013 8.25% 8.25% 7.75%
2014 8.25% 8.25% 7.75%
2015 8.25% 8.25% 7.75%
2016 8.25% 8.25% 7.75%
2017 8.25% 8.25% 7.75%
2018 8.25% 8.25% 7.75%
2019 8.25% 8.25% 7.75%
2020 8.25% 8.25% 7.75%
2021 8.25% 8.25% 7.75%
2022 8.25% 8.25% 7.75%
2023 8.25% 8.25% 7.75%
2024 8.25% 8.25% 7.75%
2025 8.25% 8.25% 7.75%
2026 8.25% 8.25% 7.75%
2027 8.25% 8.25% 7.75%
2028 8.25% 8.25% 7.75%
2029 8.25% 8.25% 7.75%

Mercer Human Resource Consulting 1 State of Alaska Public Employees' Retirement System
g'/»iire\M»»e4\?0O3M\<yoj#ct*y»VTi*w>«ereqv««t)en2SVn»ten.«re<)ue*tpeft0ll*06ocx, 3 S  o f  Ju f lQ  3 0 ,  2 0 0 3
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1.5(c) Actuarial Projections -  Effect of Econon.ic Scenarios (continued) 

Contribution Rate

Valuation Results

50%

45%

40%

35%

1  30%  i- £  
c  
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5  25%
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O 20%

\
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15%
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2034 2009

Prolonged Recession

2014 2019
F i s c a l  Y e a r  E n d i n g

■Base Case

2024 2029

Growth

Mercer Human Resource Consulting
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1.5(c) Actuarial Projections -  Effect of Economic Scenarios

Valuation Results

Key Assumptions

■ A l l  s s u n y t io n s  a n d  mctb Js arc the sam e as S ect ion  1 .5 (a )  except:

Results  arc show n o n ly  under the l %  p o p u la t io n  growth scenario

T h e  acn iar ia lly  ca lcu lated  contr ibut'on rate L  a do pted  in  each year b e g in n in g  in  F -Y06 , 
but rate cannot increase by  m ore  than 5 %  per year.

Investment returns are assumed as follows:

Total Portfolio Investment Return Under Each Scenario______________

Year Ending Base Prolonged
June 30 Case  Growth_____  Recession

2004 15,08% 15.08% 15.08%

2005 8.25% 10 00% -3.50%

2006 8.25% 10.00% -3.50%

2007 8.25% 9.50% 2.10%

2008 8.25% 9.007o 7.75%

2009 8.25% 8.25% 7.75%

2010 8.25% 8.25% 7.75%

2011 8.25% 8.25% 7.75%

2012 8.25% 8.25% 7.75%

2013 8.25% 8.25% 7.75%

2014 8.25% 6.25% 7.75%

2015 8.25% 3.25% 7.75%

2016 8 25% 8.25% 7.75%

2017 8.25% G.25% 7.75%

2018 8.25% 8.25% 7.75%

2019 8.25% 8.25% 7.75%

2020 8.25% 8.25% 7.75%

.2021 8.25% 8 25% 7.75%

2022 8.25% 8.25% 7.75%

2023 8.25% 8.25% 7.75%

2024 8.25% 8.25% 7 75%

2025 8.25% 8.25% 7.75%

2025 8.25% 8.25% 7.75%

2027 8.25% 8.25% 7 75%

2026 8.25% 8.25% 7.75%

20?Q 8.25% 8.25% 7.75%

Mercer Human Resource Consulting
C \ret»nr’jsx«*«\?003trs\pn>|ections\meiiin'# request 25Vn#«en>e request fr» Oi 140ft doc

State of Alaska Teachers' Retirement System 
as of June 30, 2003
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1.5(c) Actuarial Projections -  Effect of Economic Scenarios (continued) 

Contribution Rate

Valuation Results

2004 2009 2014 2019 2024 2029

F i s c a l  Y e a r  E n d i n g

—  P r o l o n g e d  R e c e s s i o n  - ■ 1 B a s e  C a s e  ”  -  G r o w th

Mercer Human Resource Consulting0 rvquMt pn Mvnauna nr, j*U tr» 01140& doc
State of Alaska Teachers' Retirement System 

as of June 30, 2003
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Slide 43

P ro p o s e d  A l t e r n a t iv e s
Cost Projections - PERS

Contribution Comparison -  PFRS

35.00%----------------------------------------------------------------------------------------------------

Fiscal Yaar Ending 

—  CurantPian ••• Jew?*
Mercer Human Resource Consulting

P r o p o s e d  A l t e r n a t iv e s
Cost Drojections - TRS

Contribution Comparison -  TR*.

60.00%

Fiscal Ytar ending

—  Ci*rert Plan No** T«r
Mercer Human Resource Consulting Slide 44

50 00%

40 00%

30.00%

030%

20 00% -

10.00% •
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Pu b l ic  Em p l o y e e s ’ Re t ir e m e n t  Sy s t e m  
T e a c h e r s ’ Re t ir e m e n t  Sy s t e m  

Se n a t e  F in a n c e  B r ie f in g  o n  Pr o po sa ls  for  N e w  T iers

rencc* in ihc existing and proposed Tiers for 

it changes and a cost comparison.

A lt e r n a t iv e  i  
D B / D C  P l a n ________
8 %  at! members 

8.5% Police/Fire 

1.0% School District

S a m e

S a m e

25 Police/Fire members 

25 Teachers

1 %  D B; 8 %  D C  

(8% includes H R A )

1 %  DB; 1 0 %  D C  

(1 0 %  includes H R A )

A it e r n a / iv e  2 
D C  P l a n
8 %  all members 

8.5% Police/Fire 

i 1.0% School Distiict

10%

A n y  age

• Must retire directly 

from system to be 

eligibie.

i * Must have 10 years 

of service.

• M e m b e r  pays mere 

through “cost share” 

design elements.

8 %  reduces noimal cost 

rate by 4 0 %

8.75% - this reduces 

normal cost rate by 3 9 %

Employer continues to 

have risk in two areas: 

(i) 1 %  D B  component 

and (2) medical 

inflation component

12.5% D C  

(12 5 %  includes H R A )

1 5 %  D C
(1 5 %  includes H R A )

Sa m e  as Alternative 1

8 %  reduces nonnal 

cost rate by 4 0 %

8.75% - this reduces 

normal cost rate by

3 9 % _______________

Minimal Exposure to 

employer in one area 

only:(l) medical 

inflation w/capped %.

J a n u a ry 27, 2005

Page 3 0



Alaska Division of Rstiranwnt and Benefits 
Public Employee*’ Retirement System (PERS) Plan Comparison Chart

R e v  Ja n u a r y  1 5 ,  2 0 0 5

L  « ] S * K  1 I  1 * n tr f* d  M i or after 7 /1 /M  f l |  Entered on cr attw  7/17000

Ttar (V -  U tem ottv* 2 PufD PC Ptaa 

E n t M d  o n  or d u r  T /1 O 0 N■ Emotoyee Pre-tax Contribution
6 75% beginning 1/1 8 7 —all others
7 5% begrm.g 1/I/S7—ptfee anfl tiie 

9 6% beginning 7/1/99—school district

Employe* Pre-tax Contribution 
6 75% beginning 1/1/87—all others 
7.5% beginning 1/1/87— police and Are 

P.6% beginning 7/1/99—school dafnct

Employee Pre-tax Contribution 
6.75% beginning 1/1/87—all others 
7 5% beginning 1/1/87—police and fire 
9.6% beginning 7/1.99—school dislncl

Employee Pre-tax Contnbution 

8%  all .nembnrs beginning 7/1/2006 

8 5%  beginning 7/1/2006 -  police end fire 

11.0% beginning 7/1/2006 School Sictncl

Employee -re-ia> Contnbution 

8% alt members beginning 7/1/2006 

8 5% beginning 7/1r?006 -  polee and fire 

11 0% beginning 7/1/2006 School Dtstncl

Member* vest with 5 years ot service Members vest with 5 years ol service Members .a i l  wth 5 years of service Members vest with 5 years of service 100% Vested upon enrollment

•  Normal retiroment age is 65

• Ea>, retireme it age is 50

•  Po/ice/Ue members can retne at any age 
alter 20 years o 1 police/fire s e n te

• All other members can retire at nny age after 

30 y e a i ot membership seivtce

•  Normal retirement age is 80

•  Early retirement at oge 55

•  Polre/fire members cnn re tiro at a iy age 

alter 20 years ol police/fire service

•  "An o tlw r members can ret ro at any age 
attor 30 years ot membership service

•  Normal retirement age is 60

•  Early reliremenl at age 55

•  Pohce/lire members can retire r) any age 
after 20 years of polce/fire serve*

•  'All other” members can retire at any age 

after 20 years n* membership service

•  Normal retirement age is 60

•  Early rt tirement at age 55

•  Pofice'fire mombers can retire at any ege 
a.Tai 25 years of pdce/fire service

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

•  Can leave employment at any age and take 
account balance vrth it em, leave account 

balance in plan or rollover to another qualified 
plan

•  2% defined benefit tormula lor first 10 years 
and all years ot service p a r  to July 1, 1986

• 2.25% lor Ihe next 10 years. 2.5V per year 
thereafter (avorig i ot the fngn three 

consecutivo years' salary)

• PoiiCe/Fire • 2%  benelrts lormula (or first 10 
yen-s and 2.5% lor all years ahet It)

•  2% defined benefit formula torf-st 10 yaers

•  2.25% (or the next 10 years, and 2.5% p»r 
year thereafter Benefit calculation is 
determined cn the average ol trie high three 
consecutive years' salary

•  Police/Fire - 2% benefit tormula tor first 10 
years and 2 5% lor all years after 10

• 2% defined benefit formula tor first ’ 0 years 

2.25% for the next 10 years, and 2 5 %  per 
yea' fe re  'te r (benefit cafcu'atton Is averag 
of ftxr high tlv* consecutive years salary)

•  Police/Fire • 2%  benefit formula for first to  
years end 2.7% for all years after 10 (benefit 
celeutstlon is three consecutive years 
regardless nl tier (effective 2002r

•  1% defined benefil formula

» 6.' i% defined contribution role

•  A portion o.' the defined contnbution rate may 
be allocated to en account to provide tor 
meucal expenditures (HRA)

•  Benefit calculation is computed on indexed 

career average

o 12.5% defined contribution rate

•  A portion of the defined conlnbuhon rate may 
be allocated lo an account to provide for 
medical expenditures (HRA)

•  Medicsl coverage is provided to all benefit 
recipler.is and their eligible dependents The 
retime medical plan premi im is paid by the 
retirement systim

Medical coverage is provide? to disabiMants. 
regardless of age and bencitl reorients over age 
60 or

•  police/tire members with 25 years of 
police/fire service

•  all other members with 30 yt ars of 

membersi ip service

and Iheir eligible dependents The retirement 
system pays the retiree medical plan premium 

Retirees and su/vrvcr- under age 80 must pay the 
lull premium cost K they want coverage

M idlest same as Tier It

•  Except, employees must accrue a minimum 
of 10 yoarx of credited ae-vice' to nave 

system-paid coverage at age 60

•  Employees with less than 10 years musl pay 
ti.e M l prumiur.is as long as they w,*n to 
continue medical coverage

Medical

•  Employees must retire directly from the 
system to be efigOle and

•  Accrue a minimum ol 10 years of credited 
service*

• Earty retirees gel ’access only” pnor lo 
normal retirement age • must pay premium

•  HRA contribution

• Oefined dollar benefit from normal retirement 

to age 65

•  Defined health benefit after age 65 (cost 

share based on length ot service)

Medical

•  E moloyees must retire direc tly from Ihe 
system to be eligible and

•  A ccrue a minimum of 10 years of credited 
senate”

•  Early lelirees gel'access only” pnor lo 
normal reliremenl age -  must pay premium

• HRA contnbution

•  Defined dollar benefit horn normal retirement 
to age 65

•  Defined health benefit alter age 65 (cost 
share based on length of service)

T ne aucrryjtic PRPA legislate* in 1986 
applied to all members regardless of hire 
dale

•  Automatic PRPA adiustments to disabled 
members, rolirees 80 and over, and those 
w io  hnve received oenefits tor 5 years

• Automatic PRPA udjusiments to ctisao eh 
members, retirees 60 and over, an1 those 

who have received benefits for 5 years

•  Automatic PRPA adjustments lo disabled 
members, retirses 60 and over, and those 
who have received benefits lor I years

•  None

• Alaska Cos'-uf-Lrvm'j Allowance ol 10% ol 

base benolrt is payable to benefit recipients 
who remain domlcied in Araska alter 

retirement

I

•  Aloskc Cosl-cl living Allowance of 10% ol 

ba»e benefit it payable lo benefit recipients 
65 or older or dtsabi'rty benefit recrprenfs 
regardless of ago wlio remain domiciied ,n 
Alaska after retirement

•  Alaska Cosl-of-Lnnng Allowance is payable to 
benefit recipients 65 or older or disah.lity 
benefit recipients regardless o l age oho 
remain domiciled in Alaska al'er retirement 
The allo'vanue is 550 or 10% of the base 
benefil. whichever is greater

•  None •  None

G.cubi-cations/nandboo vs/peis tier cnart nroposed tier <v d o ; (Rev 1/1 S/05) ‘C'edited service Inc'udes all service used In the calculation o' a retirement b“ /ief.; \J



A la s k a  D iv i s io n  o f  R e t i r e m e n t  a n d  B e n e f i t s  
T e a c h e r s '  R e t i r e m e n t  S y s t e m  ( T R S )  P l a n  C o m p a r i s o n  C h a r i

R ev January 1 5 ,200E

Employee Pre-tax Com.

10 % beginning 7/1/2W

Tier I 

7",/55 • t m /K

Employee Pre-tax Contnbution 8 65% beg rning 1/1/91

Members vest with 8 years ol service

•  Normal retirement age is 55

•  Early retirement at age 50

•  teachers can retire at any age alter 20 years o( membership

service

•  2% defined benefits tormula (or the Arsl 20 years and all years tA

senrice prlof to July 1,1990

T t e r l

Entered on or after >71/90

Employee Pre-tax Contnbution: 8 65% banning 1/1/91

Members vest with 8 years ot service I. Members vest with 8 years ol service

Normal mtirenienl age Is 60

Early reb-tr.ient at ag» w

Teachers can reive at any age alter 25 years

1% defined benefit formula ail years ol service 

10% defined contribution rate

A portion ol the defined contnbution rate may be slncatr d lo an 

account to prohdt. for medical expenditures (HRA)

Benefit calculation is computed on indexed career average

Medical

Employees must retire directly from the system to be eligible and

Accrue a minimum of 10 years ol credited service'

Early retirees get 'access only* prior to normal retirement age -  

must pay premium

HRA contnbution

Defined dollar benefit from normal retirement to age 65

Defined health benefit after age 65 (cost share based on length of 

service)

Automatic PRPA adjustments to disabled members, retirees 60 

and over, and inose who have received benefits (or 8 years

100% Vested at time of enrolment

•  Can leave employment at any age and lake account balance with 

them, leave account balance m plan or recover to another 

qualified plan

•  15 0% definud contnbution rate

•  A portion of the defined contribution rate ,nay be allocated lo an 
account lo provide for medical expenditures (HRA)

Medical

•  Employees must retire directly from the system to be eligti,

•  Accrue a minimt of 10 years of credited service'

•  Earty retirees get' acceu only' prior to normal retirement age -  

must pay premium

•  HRA contribution

•  Defined djtlar benefit from normal retirement to age 65

•  Defined health benefit after age 65 (cost share based on length of 

service)

•  Medical coverage is provid r 4 w all benefit recipients and their 

eligible dependents

•  Automatic PRPA legislated in 1990 applied lo all members 

reganJess ol hire date.

•  Alaska Cost-of-Living Allowance is pay . trie lo benefit recipients 

who reman domiciled in Alaska after retirement The allowance 

is 10% of Ihe base benefit

•  Norma! retirement age « 60

•  Eady retirement at age 55

•  i eachers can retire at any aqe after 20 years

• Medical premiums are paid (or all disabikta.us regardiess of age 

and

•  Retirees and survivors under age 60. with lesc than 25 years of 
members! .ip service must pay the fui premium cosl if they want 

coverage

TterM
Proposed AJtemaifva 2 -  DC ’’ten 

Entered on or after 7/1/2406

Employee Pre-tax Contribution 

10 % begirmdk) 7/1/2005

2 5% thereafter Benefit cataJa&on is dele-nined on the average 

of the high three contract salaries

•  2% defined benefit formula (or the first 20 years

Retirees and siyvtvors over agt j0 end for retirees with a; least 

25 years of service including eligible dependents

Automatic PRPA adjustrrunis to disabled members retirees 60 

and over, and those who have received benefits for 8 years.

•  Alaska Cost-of-Living Allowance Is payable to benefit recipients 

65 or older or disability benefit recipients regardtess of age who 

remain domkJed m Alaska after retirement The allowance is 10% of the base benefit

2.5% thereafter Benefit calctiaion is determined on the average 

of the high three contract salaries

G /pubiications/finndbooksrtrs tier chan proposed tier nl doc (Rev t/15'05)

P a g e  3 2



. 'g g s  EE m p lo y e r  S u r v e y  -  P E R S
Key

The following pages illustrate the responses to the employer survey sent to all 

P E R S  employers in total, 89 employers responded. P E R S  represents 

employers of various sizes. A s  a way to show the five largest employers' 

responses (of those who responded), we have included the letters A  -  E  on the 

charts to represent how they answered The employers have been assigned 

the following letters:

#  Active Code

S m o te Y tr E m plo ye es Letter

State of Alaska 15,259 A

Anchorage SO 2,496 B

Anchorage, Municipality of 2,351 C

Fairbanks North Star Borough S D 790 D

North Slope Borough 788 E

Mercer Human Resource Consulting Slide 45

E m p lo y e r  S u r v e y  -  P E R S  *
1. Long-Service Employees
-V, High M.d Low

Plan should favor long-service em ployees Plan should not distinguish

on account of length of service

9 U M m m

Key Comments
o  Retirement plans should favor long-service employees

With over 150 employers n PERS. portability between employe's is a reel factor If that can oe achieved without 
pen a/ii in g long time PERS covered employees, there «  not problem

& One of our problems is that baby boomer ’glut" of long service ( nptoyoes Whio they should bo compensated for 
their time, there seems to be a shortage of professional people entering statmmun cipal public service

Key Implications
Rewarding long-service employees supports career employment

o  Uniform allocation can be an important attraction tool, but allows dollars to “walk out the door* when short-sorvtce 
employees leave the System

Mercer Human Resource Consulting Slide 46
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m
E m p lo y e r  S u r v e y  -  P E R S
2. Older Employees

Plan shook) favor older c lployees

Im p o rta n ce

t i e .
Plan should not distinguish 

on account of age

Key Comments
■» Length a t service shou ld  6e  more important man ago m determining retirement borons
■» Inflation and decreases tn salary rw sos am  historical In Alaska Young nood to sao opportunity tt this state

Key Implications
o  Rewarding oKtor employees sipporrs career employment

<e Untorm allocation can be an mpurant attraction tool, but arrows omars lo hiralk out the Poor' Mien younger members 
.‘ •eve the System

Mercer Human Resou rce Consulting Slide 47

k - i  i
f P

E m p lo y e r  S u rv e y  -  P E R S  “ “ “ “
3. Benefits Build Up

High MeO Low
Benefits should build up quickly, so Benefits should build up slowly, so 'early

"early leavers' have good benefits leavers' have littie

Key Comments
=> Benefits should accrue at a constant rate rather than increase alter so many years o f service
•» It should not pay to leave system as soon as vested
<a Alt employees are important Early leavers should accrue good benefits

Key Implications
Does not affect career employees who stay until retroment

o  Untorm allocation can bean important attraction tool, but allows doian to ’walk out the door' when younger members 
leave the System

r i :  j p  i o
Mercer Human Resou rce Consulting O l l t H I  *K>
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A  E l

Mid-carour hires should 

accrue ex c lie n t benefits

E m p lo y e r  S u rv e y  -  P E R S
4. M id-career H ires

iniHBflangi

L U
It’s O K for mid-career hires 

to accruv. smaller benefits

Key Comments
o  This o/Tan me chance lo attract employees with experience
o They shoiM start at the same pomt as everyone eise when starting a new/oO eisewhe. o

Key Implications
«  Sufficient bonehts lot mid-career hires can be an important tool n  order lo attract experienced talent 
o  Providing higher benefits equals higher cost 
a  hhd<areer hires may be sacnhcing good bonehts to switch employers

Mercer Human Resou rce Consulting Slide 49

E m p lo y e r  S u r v e y  -  P E R S
5. Remaining in Alaska

Im p o rtan ce

a.
M*«J LOW

The System should n o t reward 

retirees who remain in Alaska

The System s h o u t  reward 

retirees who remain in Alaskaie

■ ■ I
Key Comments
& They should start at the same pont as everyone else when staring a new job elsewhere 
o  Ltvtng in state could benefit the economy Should be n  state for minimum ot 9 months per year to quality 
o  when people have given and earned their retirement, let them live where they choose without ponalty

Key Implications
o  Providing COLA results m higher System costs, but Alaskan economy beneTits from additional donas spam by those 

who reman m Alaska
COLA f a  residents promotes Ufetong resrdoncy

Mercer Human Resource Consulting Slide 50
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E m p lo y e r  S u rv e y  -  P E R S
6. M ed C o v e ra g e  to  T erm . V e s te d  M em b e rs

IfflBvrianse

I B .
The System should provide medical 

coverage to terminated vested members

The System should not provide medical 

coverage to terminated vested members

i«b
K e y  C o m m e n t s

a  Tha aroa ntads to b» mntwtd and modllad to http control costs It may ba nocassary to guattfy lor ben»Hs or look 
at providing a Hat dollar amount lor benefits with the retiree paying the dflarence

o  Perhaps the madKai benefl could increase lor those who retire trom active servtceidecrease tor those terminated 
vested members

o  Helps with recnilment Many come to Alaska lo get vested ■ we need to encourage this trend

K e y  Im p lic a t io n s

•» Opportunity lor cost savings exists by cutting back medical benefits tor terminated vested members 
■» By eliminating, employers would lose out on a recruiting tool

Mercer Human Rosource Consulting Slide 51

E m p lo y e r  S u rv e y  -  P E R S
7. Medical Coverage

I m p o r t a n c e

I •ted Low
The retirement program should 

provide medical coverage

The program should not 

provide medical coverage

a 11 I?

K e y  C o m m e n t s

& Biggest setting point m recruiting - medcai
o  Coverage important. Put retirees could pay a share, perhaps based on years ot services
& A must'

K e y  Im p lic a t io n s

o  Elimination ot medical coverage would lower Systeni costs sigmicantty over tree
& Eliminating medical coverage would drastically crat>ge current design and hinder attraction and retention ol employees 

as well as possibly providing insufficient overall rethomcnt benefits lo meet retirees' needs

Mercer Human Resource Consulting
Slide 52
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A  E i
8. i
E m p lo y e r  S u rv e y  -  P E R S
8. M ed ica l C o v e ra g e  b a s e d  o n  S e rv ic e

Importance

I f l .
T h e  S y s t e m  sh o o k ) p ro v id e  l e v e ls  o t  m ed ica l 
c o v e r a g e  that d e p e n d  o n  y e a r s  o f  s e r v ic e  

<a

I  H i

T h e  S y s t e m  sh o u ld  p ro v id e  th e  s a m e  le v e l  o f  
m ed ic a l c o v e r a g e  r e g a r d le s s  o f  y e a r s  o f  s e r v ic e

K e y  C o m m e n t s

& The system cannot altord to provide the sama law  ot madical co wage The years o l semce should Da consrdemd 
tt work 20 30 years bonehts should he higher than someone who vast then quits 

•a Vested at 10 years ot service «  adequate Alter vested lime a  met. seme leW  ot coverage tor all pamctpints

K e y  Im p lic a t io n s

■s Rewarding long-service employees supports carver employment
■a Employees m same tier with dtttenng years ot service could potentially have ditterem lew s ol medical cowage

Mercer Human Kesou.ee Consulting Slide 53

i j f c
E m p lo y e r  S u r v e y  -  P E R S  sw a m *
9. Medical Coverage and Medicare H  H

S High M«<! Lrn
The System should provide medical coverage to all The System should provide medical coverage only to

retirees regardless of Medicare eligibility those retirees w ith o u t  access to Medicare coverage

I
1 2  3 4 s e 7 6 9

K e y  C o m m e n t s

Retrees recotvmg medical coverage should hcve coverara provided until the retiree reaches Medicare age and then it 
should become a supplemental policy and Medicare becomes the primary earner

#  Coverage before Medicare should oo bated on the years of service, current employment of the rutroe, and ma <>murr 
contnbution

s  Need to make sure Medicare gaps can be covered 
o  Not t 'nhdent that Medicare wit be solvent down the road.

K e y  Im p lic a t io n s

^  Limiting cove ago would decrease Systa.ii costs over time 
*  Could result inadequate medics’ covr age for Medicare oligiblQ retirees

Mercer Human Resource Cc't . jfln fl Slide 54
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E m p lo y e r  S u rv e y  -  P E R S
10. M ed ica l C o v e ra g e  a n d  M ed ic a re

_!mi&dan££

H i
The System should provide medical coverage to all 

retirees regardless of Medicare eligibility

The System  should provide medical coverage only to 

those retirees w ttn access to Medicare coverage

■HH HrS

K e y  C o m m e n t s

«  Medical coverage snomd suppler iont Medicare up to a me* mum amount pasad on a tormula defermtned by numoar 
of years of service

e  Reduce benefflv when eligible tor Medicare H rer *o early should have option to purchase heath insurance 

■» Future rvtroos shouto pay their own medical it eligible lor Medicare

K e y  Im p lic a t io n s

o  Umlttng coverage w utd decrease System costs over rime

<* Wltnouf retiree medical coverage botore Medicare members would be more Inclined lo wort untl Medicare eligible
o  n medical covviege e  not oflered by Ihe System to premedicare retirees, access lo health coverage wH be 

significantly reduced

Mercer Human Resourco Consulting Slide 55

E m p lo y e r  S u r v e y  -  P E R S
11. Medical Coverage

Im p o rta n c e

H I
Mvd Low

The System should offer the same medical coverage 

to active and retired members
The System should not offer the same medical coverage 

to active and retired members

HSflH . E£*1 I S

K e y  C o m m e n t s

o  ProvKfe doMar amount of modest for retirees. H modest coverrge for active employees provides better coverage, grve 
retirees option to make co-pay
Those M)o ore retired ore less able to provide coverage

K e y  Im p lic a t io n s

o  Potential cost savings by providing lesser medical coverage for retired members
Different benefit levels for active and retired members may load to communication and potential equity challenges

Morcer Human Resource Consulting Slide 56
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E m p lo y e r  S u r v e y  -  P E R S
12. Retiring Age

Importance

i R .

W e  w a n t 1 )  b e  a b te  to  e n c o u r a g e  
re t irem e '.r  a t a  p articu lar a g e  ra n g e

W e  d o n ’t c a r e  w h e n  p e o p le  retire

Key Com m ent*
o  E m ploy* s productivity am) contnbution a n  nor sutjecf 10 aga so mandatory nttnm ant at a cartam age may not be 

banehdai
•» i tanava we wit need to discourage early retrement as the erasable workforce decreases 

o  20 tnd  out needs lo be changed It anyone should be 20 and out I  should be law enforcement

K e y  Im p lic a t io n s

■» By encouraging retirement at a pedicular age. the System may runthensk ol losing productive members too soon 
indtot unproductive members Hanging on" too long

Mercer Human Resource Consulting Slide 57

J t
E m p lo y e r  S u rv e y  -  P E R S
13. Retiring after Years of Service

Importance

W e want to b e  a b le  to encourage retirement 

alter a particular number of years of service

W e don’t care when people retire

K e y  C o m m e n t s

//i'_ .•Mtf'v ‘he number ot yoars ot service required. tvhen age is not a factor, woutd reduce the cost to the retir tmer*
jyston

o  Wh*e high salary people are a budget concern, their otpenonce and expertise is a tremendous plus tor a small 
organization

As long as tho employoo meets fOb qualifications and is productive. This is the real issue

K e y  Im p lic a t io n s

8 /  encouraging retirement at a pedicular number ot years o l servee. the System may runthenskot losing productive 
members too scon and or unproductive members Hanging on' too long
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E m p lo y e r  S u rv e y  -  P E R S
14. Early Retirement 
V

W e w a n t  to  b e  a  M e to  e n c o u r a g e  e a r ly  retirem en t W e  d o n l  c a r e  a b o u t e n co u ra g in g  ea r ly
w ith  a d  h o c  e n h a n c e d  b e n e fit s  th rough th e  p lan ret irem en t, o r  w ill h a n d le  it through o th e r  m eth o d s

■  ■  ■■ -  ■  ■  H  R
K e y  C o m m e n t s

o  RIP and severance plans which offer early retnm tnt nave been shown lo have a detr ■mental financial effect on the 
retirement system

o  This would help to manege the wortdomo end take advantage of llte knowledge and skRs of older workers

K e y  Im p lic a t io n s

•» Being able to provide ad hoc enhanced retirement benefits gives me System and individual employers an eddetona' 
foot to manage tne workforce
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E m p lo y e r  S u r v e y  -  P E R S
15. Retirement Income

Imppftgngg

I B .
W e want to provide em ployees with a specific amount of 

retirement income they can count on at retirement 

re
W o will contribute to our employees retirement, 

but each employee should b e  entirely 

responsible for managing their retirement

1 2 3 4 S 0 7 a 9

K e y  C o m m e n t s

=> Seems like mis Is defined benefits vs contnbution -  which is the key issue lor debate and cannot be answenjdthls 
aasly -  it needs economic ano markof analysis on long term ebhty to attract and totem employees

u> A del mod contnbution plan would be more predictable. In terms o l costs to the retirement system, ano less expensive 
than a defined benefit plan

»  Peop'e should be responsible lor themselves Investment advice should bo avalaU t

■» Should not be a crapshoof

K e y  Im p lic a t io n s

o  By not providing members with a specific amount of retremenl Income, members may not be savmg enough rv taking 
ttie appropriate responsibility to ensure a comfortable retremenl
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E lE m p lo y e r  S u rv e y  -  P E R S
16. In v e s tm en t R isk  R espon s ib ility

Importance

I B .
Employees shook) assum e investment nsk Employer shook) assume investment risk

K e y  C o m m e n t s

'» Em ployes jftook) assume rosponsOMy Howmmr ampfoyws may » w t Ic unit tmmstmehf opbons to mm im m nsk 

‘i  Empfoyer shoufd not tssump nvostmpnt ns* 

o  Thom should bo o balance between me employee and employer

K e y  Im p lic a t io n s

o  Bearing ihe meatmenI nth exposes the System lo coal increases and volatmy. but can also jhan achieve higher 
returns than an mdtviducJ due to a longer lime hortron and professional management

■» Members can often Invest loo conservatively or too aggressively for their given situation and needs

Moreer Human R esoo r^ . insulting Slide 61

E m p lo y e r  S u r v e y  -  P E R S
18. Inflation Risk Responsibility

Employees should assum e 

post-ratirement inflation risk

21

■

Im p g flg n c e

M*d Low
Employers should adjust benefits 

for post-retirement inflation

K e y  C o m m e n t s

II needs economic and market .analysis on long term ability to attract and retain employees 
& Employees should assume more nsk for post-retirement filiation
^  Employer rates should nSect a more conservative estimatod annual inflation rate and annual filiation adjustments 

should have an annual inflation cap

K e y  Im p lic a t io n s

-> ProvKtnq post retirement inflationary protection woulo ensure that the value of member's benefits at retremenl 
continue to remair. as valuable throughout thef lifetime

o  Provdmg post retirement inflationary protection is a cost to tho System
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E m p lo y e r  S u rv e y  -  P E R S
19. Longevity Risk Responsibility

Importance

o l
A

E m p lo y e e s  sh o u ld  a s s u m e  lo n g ev ity  n sk E m p lo y e r s  sh o u ld  a s s u m e  lo n g ev ity  n sk

K e y  C o m m e n t s

•» Employers can no longer alTonl to sssuma an future cost n a sa ia s

■9 Why shotAd an Alaska employer become the lifetime guarantor (and ttattme risk taker) lor at employees?

•9 Employers can assume this risk bolter

<9 It should be the employees obligation to assume some nsk

K e y  Im p lic a t io n s

■9 Providing longevity protection Is a cost to the System

«  By assuming the longevity nsk. the System could predict and manage it more accurately tor the entire group than any 
employee could do individually

Mercer Human Resource Consulting
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Importance
E m p lo y e r  S u rv e y  -  P E R S  _  m

^ 2 0 .  Savings | |
. Vv, High MM

The retirement program should heavily T he program should permit

encourage savings in the plan but not push savings

K e y  C o m m e n t s

*9 There are lots ot other options • 40t(K)‘s, IRA's and 4S7 plans Bui at least one should be heaviy pushed to 
employee

<9 Employees need to assume more respon.«bllty tor then retremenl Programs should bo structured to educate and 
encourage employees to save for retirement

*9 Employees should be allowed to contnbuto and enhance their retirement security

K e y  Im p lic a t io n s

o  Wrthout strongly encouraging members to contribute to ther retremenl. many w * not have adequate funds to retre 
comfortably

S lid e  64Mercer Human Resource Consulting
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J H E;
Em ployees should share in 

the cost of medical '.overage

E m p lo y e r  S u r v e y  -  P E R S
21. Cost of Medical Coverage

iam ttaa _

I .
Employer should assum e the 

cost of providing medical coverage

K e y  C o m m e n t s

■J Employers can no longer afford lo pay "ip o n tte . imounl lot medical insurance Employees shook) sham m the cost 

o  Teachertthtmmislretor salary Does not reflect "high »j ges." hence this beneltt siioult) be provided 

•a The more you share in the cost, the more you make wise decisions

K e y  Im p lic a t io n s

o  Members sharing tn the cost ot medical coverage would provide cost savings to the System over time 
o  Would be a significant shin from current design and increase financial burden on retirees

Mercer Human Resource Consulting
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E m p lo y e r  S u r v e y  -  P E R S
22. Cost of Medical Coverage

Im p o rta n c e

I I
Employees should assum e responsibility 

for medical cos* increase •.

27

I
High Med Law

Em ployer should assum e responsibility 

V ^ f b r  medical cost increases

K e y  f  o m m e n t s

*5 Z.npioyoes should participate in i tedicai cost ncreoses
«■* I think the ump/oyvo should hold this responsibiity along with some help from employer
o  Cost shanng is the key Then employees will ha /o an incentive to be vnser consumers and the system can manage 

cost increases more efficiently.

K e y  Im p lic a t io n s

o  Members a turning the responsibility for medica' cost increases wou'd provide cost savngs to the System over time 
o  would be a shift from current design and increase financial burden on retirees.
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A  E m p lo y e r  S u r v e y  -  P E R S
j jP P I  23. Access to Contributions H  V  _,

V. HigO IM  U<
Em ployees should have access to as much of their Employoes should have to access

own retirement contnbutions ?s legaPy possible to plan assets until retirement

K e y  C o m m e n t s

o  Small poruvi should be avatabia for'emorgtncy only" slualion

<» U the employee paid to u t!I should be Ihetr choice lo have a whenever and how much they want

a  Employees generally have other ddoned comp plans available lo them h, meet emergency needs PERS Is not a 
savings plan, but a long-term reliremenl vehicle

K e y  r e p lic a t io n s

■» Members may spend reliremenl income during workrvj lifetime and as a result maybe unable lo refse 

o  The capability 'o use reliremenl plans for pre-'otlromont needs such as a home purchase can be a valuable benefit

Q l i H o  R 7
Mercer Human Resource Consulting O l i u e  O #

E m p lo y e r  S u r v e y  -  P E R S
24. Understandability

Im p o rtan ce

V
8 .

U n d erstan d ab ility  is  th e  prim ary co n c e rn
Mod Low

W e  ll s a c r if ic e  u n d erstan d ab ility  if n e c e s s a r y  to  
a c h ie v e  ou r  w o rk fo r ce  and b en e fit  o b je c t iv e s

18

M1 2 3 4 5 0 7 0 e

K e y  C o m m e n t s

■=> Employees need to understand this plan

o  Employers need to provide good communication and sommars to explain plans, but the plan must be stnjctu'ed so it is 
simple enough for the majonty of people to understand.

o  Raise the bar Ask people to be more responsible

o  Employees noed to bo involved m the* retirement

o  College should teach n1

K e y  Im p lic a t io n s

Generally a more complex formula can meet n wider vanety of specific objectives 

o  Members may perceive more value in a retremenl plan that«  more understandable
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n  , E m p lo y e r  S u rv e y  -  P E R S
25. T a n g ib le  a n d  R e le v a n t P la n

All e m p lo y e e s  sh o u ld  find th e  
p la n  ta n g ib le  a n d  r e le v a n t

I S i 
h H .

importance '

High Mm. 1m
it 's  O K  if thi> p lan  is  ta n g ib le  and 

r e le v a f *  m ain ly  lo  o ld er  e m p lo y e e s

1 2 3
i i

4 S 6 7 0 0

| Key Comments
. 1

o  Huma . nature a  such that retnm ent beiiefls are valued more as you approach ret.ement 1/ you want young 
employees to become wtdiy enthusiast you have to give away the farm

o  a/1 employees should be responsible tor their own decisions

*  All employees need to sen the benetits of the plan

Key Implication*
o  Members may perceive more value m a retirement plan that is tangible and relevant

Mere* Human Resource Consulting Slide 69

E m p lo y e r  S u r v e y  -  P E R S
26. Predictability and Stability

Im p o rta n c e

M*d Low
W e want m aximum predictability 

and stability of contributions

W e're willing to accent volatility 

as part of our asset strategy

1 2 3 4 5 0 7 0 0

Key Comments
o  For budget ng purposes. employers need a high degree of predictability 

o  Governments h a /e to  budget They need to I now wha: to expect 

& Wide budget swings are hard to deal with

o  As an employer, we're witng to accept volatility as part ot our asset strategy, as long as fluctuation isn l too drastic 
Such as our mcreasu over the next two years

Key Implications
o  vo/aihty is tho result ot a higher-nsk asset strategy with higher potential rewards
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E m p lo y e r  S u r v e y  -  P E R S  ““ ““ “
27. Change in Cost ___

^ High Mm9 Lt**
Aggregate retirement contritutions Marginal cost increases are

should i>e esi thsn th e / ore now appropriate v> meet other design goals

. . . 8  —  1  ■  B  ■
K e y  C o m m e n t s

a  Employees contribution -a..s ma« need 'o Inaeasell

a  We understand trial cmts are increasing Want to heap plans competitive write keecmg plan costs roasonabm 

■» It wor ld  be a tairy tale lo want aggregate retirement contributions to be less than they are now

K e y  Im p lic a t io n s

■» Lcweung contnbutions wt) result in generally lower level o l benefits tor retirees

=> System 6-wefts may or may not be competitive against oeor group tl benelris are decrecsed
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E m p lo y e r  S u rv e y  -  T R S
f i  Key

The following pages illustrate the responses to the employer survey sent to all 

T R S  employers. In total, 36 employers responded. T R S  represents employers 

o f vanous sizes. As a way to show the five largest employers' responses (of 

those who responded), we have ii .eluded the letters A  -  E on the chans to 

represent how they answered The employers have been assigned the 

following letters:

#  A ctive Code

E m olovar E m D lo v s o s Letter

Anchorage SL) 3,464 A

Fairbanks North Star Borough SO 9 8 8 B

Mat j luska-Susitna Borough SD 9 3 6 0
Kenai Peninsula Borough SD 7 2 3 D

Juneau Bureau SD 3 7 2 E

Meaer Human Resource Consulting Slide 73

- m

< P
Plan should favor long- 

service employees

E m p lo y e r  S u rv e y  -  T R S
1. Long-Service Employees

Importance

■  IHigh M*d Low
Plan should not distinguish 

on accojnt of length of service

K e y  C o m m e n t s

o  incentives to reduce to,eater turnover always help
o  Anything that keeps employees, saves time m recruitment, hiring, and training
o  Retaining quality employees is far more important Employees ter hire consider immediate compensation, not 

retirement Veteran employees deserve rewards

Key Im p lic a t io n s

o  Rt warding long-service employees supports career employment
o  Uniform allocation can be an important attraction tool, but allows dollars to “walk out the door' when short-service 

employees leave the Systom
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J H  2. <
E m p lo y e r  S u r v e y  -  T R S
2. Older employees

impgrtencg

E L
P t8n  sh o u ld  fa v o r  o ld e r  e m p lo y e e s P la n  sh o u ld  not d istin g u ish  

o n  a c c o u n t  o f  a g e

K e y  C o m m e n t s

<» Length o l service should be more cn; Ytanl then age in determining retirement benefits 

o  Inflation and decreases in sanity rases are historical m Ales** Young need lo see opgodunly is lies stele 

& Equal balance regardless ot age

K e y  Im p lic a t io n s

Rewarding older employees suppolz na> eer employment
o  Uniform allocation can be an !mpo>it »attraction too! but stows dollars to "walk out the door* when younger 

members leave the Systom
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E m p lo y e r  S u r v e y  -  T R S
3. Benefits Build Up
X

I m p o r t a n c e

■  I
MM Low

Benefits should build up quickly, so 

"early leavers" have good benefits

Benefits should build up slowly, so "early 

fea rers' have little

H I  Rj f l

K e y  C o m m e n t;.-

o  fa order to save costs in a defined benefit plan, bonehts should accnje at a constant rate rather than increase after so 
many years o l service

o  The System should promote an optm..jm ago or service tine that encourages turnover of tho workforce without loss of 
good experience r.hUe providing a decent rohron-ont.

K e y  Im p lic a t io n s

o  Dos»not affect career employees who stay unm a  '• vmet-i.

o  unnorm allocation can be an knporiwt attraction tool, but t > .vs donars /o "walk out the door’  when younger 
members leave the Svjtem.
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4 t o EE m p lo y e r  S u rv e y  -  T R S
4. M id-career H ires

Inwlansg

Mid-career hires should 

accrue excellent benefits

It’s O K  for mid-career hires 

tu accrue smaller benefits

1 2 3 4 9 0 7 6 9

I K e y  C o m m e n t s

o  This often the chanco to attract employees with experience

o  Toachersladmmotralors need an infusion of mid-career change people Wa naad that axpenancas and nsrght m 
educating our kids We need lo not penalize them m retirement planning

o  Mid-career employees probably have other benefits

K e y  Im p lic a t io n s

o  Sufficient benefits tor mid-career hires can be an important tod m order to attract experienced talent 

■o Providing higher benefits equals hlghur cord 

a  Mid-career hires may be sacrificing good .eflts to switch employers
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E m p lo y e r  S u r v e y  -  T R S
5. Remaining in Alaska

The System should n o t  reward 

retirees w ho remain in Alaska

importance

I I I .High Ued Low
The System should reward 

retirees who remain in Alaska 

o

1 2  3 4 5 0 7 0 9

K e y  C o m m e n t s

o  Rot toes should bo oncouraged to stay in A'aska.

& When people have given and earned their retmment. let them live whero they choose w,tnout penalty 

o  Alaska needs to promote Holong state citizenship 

o  spend money whore they want The employee has earned it

Kc-y Im p lic a t io n s

o  Providing COLA results in higher System costs, but Alaskan economy benefits from additional dollars spont by those 
who remain in Alas*»

^  COLA for residents promotes lifelong residency
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4 6 b  e iE m p lo y e r  S u rv e y  -  T R S
6. M ed C o v e ra g e  to  T erm . V e s te d  M em b e rs

Irrwrtanre

The System should provide medical 

coverage to terminated vested members 

 e
The System should not provide medical 

coverage lo terminated vested members

1 2 2 4 S e 7 8 •

I K e y  C o m m e n t s I
o  This area needs to be reviewed and modfiod lo help contra costs It may be necessary .0 quaffy tor benefits or look 

at pmvtdhg a Hat doaar amount tv  benefits w in tlie retiree payin'; me dlterence

o  Helps wdh recruitment Many come to Alaska to get vested we need lo encourage this trend

o  MedKal coverage shodd be available after vesting and attaining a certam spec!led age tiny f> ) or direct retirement I  
pnor lo 60

K e y  Im p lic a t io n s

■o Opportunity for cost savings exists by cutting beck medical benefits lor terminated vested members 

■9 By dxdnating employers would lose out on a recruiting tod

Mercer Human Resource Consulting Slide 79

E m p lo y e r  S u rv e y  -  T R S
7. Medical Coverage

The retirement program should 

provide medical coverage

22

'.nmlance

The program should not 
provide medical coverage

K e y  C o m m e n t s

•9 Biggest soiling pomt In recruiting ■ medical

=9 Delaying medical coverage will only force potential retxees lo stay in the system longer eI the top-end ot salary 

=9 Coverage Important, but retirees could pay a share, perhaps based on years d  sendees

o  Medical coverage Is very important But with costs increasing as they ore we need to consider changes to the current 
structure

K e y  Im p lic a t io n s

o  E/iminat-on of med> ai coverage would lower Systom costs significantly over time

& Eliminating medical coverage would drastically change current design and hinder attraction and retention of employees 
as well as possibly providing insufficient overall retirement benefits to meet retirees' needs___________________________
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J l i  E iE m p lo y e r  S u rv e y  -  T R S
8. M ed ica l C o v e ra g e  b a s e d  o n  S e rv ic e

'rngQlgp.se

The System shouk) provide levels of medical 

coverage that depend on years of service 

*  a

The System should provide the same level of 

medical coverage regardless of years of service

K e y  C o m m e n t s

■» Contnbutions lo mMical coverage cotSd be ba m s lomms dnpundmg on ytars ol s»i *c» 

«. This w * help m ain teachers beyond 8 year mntnum

re EUgibify tor fuH retirement (20 years) should ma*« one eligible lor fu l medical benefss

K e y  Im p lic a t io n s

•» Rewarding tong-sonice employees supports career employment

Employees m same tier wen differing years o l service could potentiely have ddterenl levels olm ec cal covers^

Mercer Human Resource Consulting
Slide t>1

E m p lo y e r  S u r v e y  -  T R S  JaaaiMSS-
10. Medical Coverage and Medicare _

Hi#h M*d Lorn
The System should provide medical coverage lo all The System should provide medical coverage only to

retirees regardless of Medicare eligibility those retirees w ith  access to Medicare coverage

. f t ■ n T K B  , h h  , E D I

K e y  C o m m e n t s

o  Not bemg able lo see into the future to dotermino what Medcaro w4t took like, it would seem irresponsible to not 
provtdo retrees with some sense of comfort m a predictable benefit

& Medtcal coverage should supplement Medicare up to a maximum amount based on a formula determnod by number 
of years of service

& Medicare should not bo a factor

K e y  Im p lic a t io n s

o  Limiting coverage would docroase System costs over time

Without retiree medical coverage before Medicare, members would bo more inclined to work unti Medicare ohgibte

o  if medical coverage is not offered by the System to pre-medicare rutroos. access to health coverage wit bo 
signtcantty reduced
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E m p l o y e r  S u r v e y  -  T R S
11. Medical Coverage

Importance

The System should offer the same medical coverage 

to active and retired members

The System should not offer the same medical coverage 

to active and retired members

Key Comments
o  Provide tfortsr amount o l madicel lor n tm s ; !  modical cow aga for aclrva emptoy.es provides Heller coverage, jrvo 

retirees option lo make co-pay

o  Those who are reOreO are less aUe to provipe coverage

> This Is a composite o l many employers Medical bonetlts are a legotletod Sent at the bargaining taUo

Key Implications
■» Potential cost savings by providing lesser medical coverage lor retired members

o  Ddlerent benefit levels lor active and retired members may lead to communication and perceived eguly challenges
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E m p lo y e r  S u r v e y  -  T R S  “ “

■  E _12. Retiring Age
M*gh Med Low

W e w a n t to  b e  a b le  to  e n c o u r a - je  W e  don 't c a r e  w h e n  p e o p le  retire
ret irem en t a t n ^■D'tvoiar a g e  ra n g e

5
n i  H H  , i ■  i

Key Comments
o  Employees productivity and contribution are not subfoct to age so mandatory retirement at a certain age may no 'te 

benehctal

o  The* years of service should determine benefits not the* age Tho loopholes allowing shod service and full benefits 
should bo closed

o  20 and out needs to be chan J If anyone should be 20 and out it should be law enforcement

Key Implications
By encouraging retlremen ot a particular ago. tho System may run the rts* of losing productive members too soon 
andlor unprofoctrvo members Jmnging on’ too long
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E m p l o y e r  S u r v e y  -  T R S
13. Retiring after Years of Service

imafcoa

W e w an t to  b e  a b le  lo  e n c o u r a g e  retirem en t 
a fter  a  particu lar n u m b er o f  y e a r s  o f  s e r v ic e

W e don’t care when people retire

Key Comment*
■» Increasing the number of years of service requred, when age is not e factor. mould reduce the cost to me retremenl 

system

<a While high salary people are a bodget concern, men experience and atpemsa Is a tremendous plus lor a emal 
organization

<* 20years, alleast 50, arsmage

Key Implications
•a By encouraging retremenl at a particular number of years o l service me System may run the nsk o l losing productive 

members too soon andtor unproductive members "hanging on' too long
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E m p lo y e r  S u r / e y  -  T R S
14. Early Retirement

I m p o r t a n c e

l a
W e want to be able lo encourage earty retirement 

with ad hoc enhanced be 'fits through the plan

W e don’t care about encouraging earty 

retirement, or will handle it through ott.ar method > 
8

1 2  3 4 3
m

7 6 9

| Key Coraiments l
a  r ip  and severance plans which offer early retremenl have been shovm to have a detrimental financial effect on the 

retirement system

o  Given NBA/union's impact on teaching force per seniority, this is needed to bnng m new blood to the organization 

u> In tunes of financial stress this w ll allow us to be more creetlve.

Key Implications
Bong able to provide ad hoc enhanced retremenl benefits gives the System and individual employers an additional 
tool to manage the workforce
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E m p l o y e r  S u r v e y  -  T R S
15. Retirement Income I ? ! -

We want to provide employees with a specific amount of We will contribute to our employ? e i retirement,
| retirement income they can count on it  retirement but each employee should be entirely

9 responsible for managing their retirement

Key Comments
o  A u * 't d  conlrtbutlon plan would Do m en pmfictabb in terms o l costs to the retirement system, and >ess expensive 

than a defined benefit plan

•a Should not be a crap shoot!

•a Some DexiDiity on this might be useful

Key Implications
■» 8y nor providug members with a specific amount of retirement income, members m e/not be saving enough or takng 

the appropriate responsibly to ensure a comfortable retirement

Mercer Human Resource Consulting Slid© 07

E m p lo y e r  S u r v e y  -  T R S
16. Investment Risk Responsibility

Importance

S B
Employees should assume investment risk Employer should assume investment risk

Key Comments
o  Employees should assume responsibility However employers may want to limn investment options to minimi/e risk.

& Our employees neither have the time nor tho investment skits to manage n retirement portfolio

o  Defined contnbution pians are bad public policy Employer should provide access to a pre-tax dokar investment 
program, but a stable retirement income must be in place

Key Implications
o  Bearing tho investment risk exposes the System to cost increases and volatility, but can also often achieve higher 

returns than an individual due to a longer time horizon and professional management

4> Members can often invest too conservatively or too aggressively for their given situation and needs______________
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A  EE m p l o y e r  S u r v e y  -  T R S
17. Inflation Risk Responsibility

Employees should assume 
pre-retirement inflation nsk

M m
Key Comments
»  Employers should e<Husl bone/ts lor pro-relremenl rtHadon 

>» This should lad by a low years

Key Implica.ions

Importance

Employers should adjust 
benefits for pre-retirement inflation

o  Vatue of benefits for members "bo terminal u pnor to retremenl can o'odo over tm e from inflation 

*  Providing pre-retirement inflationary protection is a cost to the System 

o  The trial average pay plan design provides some automatic preretirement inflation protection
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E m p lo y e r  S u r v e y  -  T R S  w m
18. Inflation Risk Responsibility I  f l l  _

t High Hod Lo*

Employees should assume Employers should adjust benefits
post-retirement Inflation risk for post-retirement inflation

§
Key Comments

Employees should assume more risk for post-retmment mllaUor 

& This should lag by a few years

Key Implications
o  Providing post-rot■. ment inflationary protection would ensure that the value of member's benefits at retremenl 

contnue to remain as valuable throughout their Hfetma

o  Providing post-rct.roment inflationary protection is p cost to the System
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J & g  E lE m p l o y e r  S u r v e y  -  T R S
19. Longevity Risk Responsibility

Importance

E m p lo y e e *  sh o u ld  a s s u m e  lo n g ev ity  risk Employers should assume longevity risk

Key Comments
o  Employers can no longer altord to assume a ! future cost increases 

■» Employees need lo be on tho boll <n mis area

Key Implications
=» Providing longevity protection Is a cost lo Ihe System

o  By assuming the longevVy nsk. mo System could predict and manage it more accurately lor the entire group than any 
employee could do individually

Mercer Human Resource Consulting Slide 91

4 *  E

P - i 0
E m p lo y e r  S u r v e y  -  T R S
20. Savings g j  ^  m

High .os

The retirement program should heavily The program f houkJ permit
encourage savings in the plan but not push savings

1 2 3
. D B H  , ■■■! ,

4 5 0 7 0 9

Key Com"..-' its
Emplcyeesnoeo to assume more responsibility for their retirement Programs should bo structured to educate and 
encourage emp»oyees to save for ret remen t

& Employees should bo allowed to contribute and enhance ther retirement security

o  Savwigs n  one plan should encourage long careers

Key Implications
o  Without strongly encouraging members to contnbute to their retrement. many w il not have adequate funds lo retire 

comfortably
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E m p lo y e r  S u r v e y  -  T R S
21. Cost of Medical Coverage

Importance

E m p lo y e e s  sh o u ld  s h a r e  in 
th e  c o s t  o f  m e d ic a l c o v e r a f  j  

s
Employer should assume the 

cost of providing medica coverage

a  s

■  ■1 2 3 4 5 5 7 e 9

I Key Comments
o  Employers can no longer a/Ion) lo pay tho entre amount lor medKal risurance Employees should thare in me cost

»  Taochenadmlnlstralof salary does not reflect "high wages '  hence this benefit should be provided

o  Employees share m the cost of medtcaf coverage and retirement benefits through thetr active career contnbutions 
They also contribute via co-pays, deductibles and Medicare Part B premiums

Key Implications
o  Members sharing m the cost of mertcai coverage would provide cost savings to the System over true 

o  WouKJ be d s/gntcan: shift from current design and increase financial burden on retrees
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E m p lo y e r  S u r v e y  -  T R S  tm s m a
22. Cost of Medical Coverage |  | __

A H*gh Men Low

Employees should assume responsibility Employer should assume responsibility
for medical cost increases for medical cost increases

o

5
2

Key Comments
o  The retirement system shoe oe responsible tor the management of the medKal coverage white tho relm e should bo 

responsible tor cost increases

-o Both should assume cost responsibttles. ITS not ether or

Key Implications
*  Members assuming the responsibiity lor medKal cost ncreases would provide cost savings to the System over time 

o  Woufd be o shift from current design and increase faancial burden on retirees
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E m p l o y e r  S u r v e y  -  T R S
23. A ccess to Contributions

MrarkQM

Employees should have access to as much of their 
own reliremenl contributions as legally possible

Employees should have no access 
to plan assets until retirement

Key Comments
e  Sm al portion should Da avalabla tor'amargancy o n f  stuation 

■> Access should certainly Da very llmaad 

o  Only wrth Ooneflf ot understanding ice consequences

Key Implications
■» MamDers may spend ranramant Incoma During working uteltme and as a rasun may Da unable to retire 

o  Tho capabfty lo use retirement plans tor preretirement needs such as a Home purchase can be a valuable benefit
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E m p lo y e r  S u r v e y  -  T R S
24. Understandability

importance

■  I
MtQh Mod Lorn

Understandability is the primary concern We'll sacnfice understandability if necessary to 

achieve our workforce and benefit objectives

Key Comments
o  Employers need to provide good commw .ication and seminars to explain plans, but the plan must bo structured s o t is 

simple enough tor the ma/orny ot people lo understand

o  Lot individuals who wont complexity and flextbi/ty do so on their own apart from this

& it is their responsibly to understand n

o  Coliege should teach it!

Key Implications
o  Generaty a more complex formula c&<> meet a wider variety of specific objectives 

o  Members may perceive more value in a retirement plan that is more understandable
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All employees should find the 
plan tangible am' relevant

E m p l o y e r  S u r v e y  -  T R S
25 . Tangible and Relevant Plan m

It's OK if the plan is tangible and 
relevant mainly to older employees

1 2 3 4 5 0 7 0 0

K e y  C o m m e n ts

o  AH employees should understand and value tha retireinunt plan

S' Recruiting tool

K e y  Im p lic a t io n s

o  Members may perceive nore value in a retirement plan that is tangiblo and relevant
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E m p lo y e r  S u r v e y  -  T R S
26. Predictability and Stability

Importance

High Mad Low

W e w an t m ax im um  p red icta b ility  W e 're  w illin g to a c c e p t  volatility
a n d  stabi'<fv 1 o n tn b u tion s a s  part o f  c ir a s s e t  s tra teg y

4 M m

K o y  C o m m e n ts

o  For budgeting purposes, employers need a nigh degree of predictability

o  jn l l  schools are adequately tended. pm B dtbU y and stable/ are very important H adequate tundmg is ever 
establish volatility can Be more ease, handled

a  Cant swing in a major way in a short period 5% Is loo much ol a swing t-2% is doable

K e y  Im p lic a t io n s

o  Volatility Is the result of a higher nsk asset strategy with higher potential towards

Q i : j .  QQ
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E m p lo y e r  S u r v e y  -  T R S  jr a a w a
27. Change in Cost

High Mod Lav

Aggregate retirement contributions Marginal cost increases are
should be less than they are now appropriate to meet othar design goals

S . j n l l  H  H
K e y  C o m m en ts

o  Employees contribution rales may need lo ncreaso"

•o We understand that costs are increasing Want to keep plans competitive while keeping plan costs reasonable 

o  We nave to contain costs or everyone losei, 

m Costs need lo be suincienl to do the job.

K oy  Im p lic a t io n s

o  Lowering contnbutions mil result m generally lower level ol benefits tor retirees 

o  System benefits may or may not be competitive against peer group it benefits are decreased
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E m p lo y e r  S u r v e y  -  T R S
29. Most Important Questions
V

1 2 3 4 5 6 7 S 9 10 11 12 13 14  15 16 17  18 19 2 0  21 22  2 3  24  25  26  27 28

(Responses are weighted)

The four most important q u e s t i o n s  with preferred spectrum comment
■ Question # 7: ’ The retirement program shou ld provide m edica l coverage"

• Question #26: "We want m axim um  predictability and stability o f contributions"

• Question #1: "Plan should favor long-service em ployees"

■ Question #6: (The responses did not indicate a significant difference between the two)

• ‘ The  System  should provide m edica l coverage to term inated vested m em bers '

• "The System  should not provide m edica l coverage to term inated vested  members"
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