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REPORTED OUT

FISCAL NOTE co144 I CLOMRHACH

*SENA=Hr-RNANGE

STATE OF ALASKA Fiscal Note Number: 1 COMMITEE

2005 LEGISLATIVE SESSION Bill \ ersion: CSSE 141 (FIN)
(S) Publish Date: 4/8/05

Revision Dale/Time (Note if correction): Dept. A'fected: Administration

Title An Ac: relating lo the teachers' and pu RDU Central Administrative Services
Component Office of Administrative Hearings

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No. 2771

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 98.0 74.0 74.0 74.0 74.0 74.0
Travel 4.0 4.0 4.0 4.0 4.0 4.0
Contractual 11.0 8.0 8.0 8.0 6.0 8.0
Supplies 1.0 1.0 1.0 1.0 1.0 1.0
Equipment 2.0

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 116.0 87.0 87.0 87.0 87.0 87.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) | |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF
1007 Interagency Receipts 116.0 870 870 87.0 87.0 87.0
1037 GF/Menlat Health
Other (Specify Tvpe-Do nol'abbreviate) In!

TOTAL 116.0 87.0 87.0 87.0 87.0 87.0
Estimate of any current year (FY2005) cost: 0.0

Mark this box (X) if funding for this bill is included in the Governor’s FY 2006 budget proposal:

POSITIONS

Full-time 1
Part-time

Temporary

ANALYSIS: (Aitacti a separate page ifnecessary)
This bill tranters to the Office of Administrative Hearings (OAH) adjudicatory hearing functions now

performed by the PERS and TRS boards with assistance from contract legal counsel. OAH would conduct
hearings, exercise equitable powers, and issue final decisions, as well as perform ancillarv ore-headng
functions presently performed by staff ol the Division ol Retirement and Benefits.

The numbers of cases referred and hearings conducted, as well as the number that might be resolved
through alternative dispute resolution or on motions without an evidentiary hearing, likely would vary
somewhat each year. To handle the additional caseload, OAH likely would need to add to the
Administrative Law Judge (ALJ) staff a 3/4 PPT in all years except in FY C6, when an ALJ PFT would be
needed due to the existing backlog of approximately 150 cases likely to carry over into FY 06.

Prepared by: Terry L. Thurbon, Chief Administrative Law Judge (Acting) Phone 465-1885
Division Office of Administrative Hearings DateTTime 3/29/05 11;20 AM
Palo 3/20/2005

Approved by, Michael A. Tibbies, Depuly Commissioner
Agency Peparirrienl of Administration
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: CSSB 141 (FIN)
(S) Publish Date: 4/8/05

Revision Dale/Time (Note if correction): Dept. Affected: Administration
Title An Act relation to TRS and PERS creatinga [RDU Centralized Adminisirive Services
aefined contribution and health reimbursement plans. Component Retirement and Benefits
Sponsor Senate Finance Committee
Requester Senate Finance Committee Component No. 64
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 276.5 227.5 133.1 163.1 163.1 163.1
Travel 37.5 17.5 3.5 5.0 5.0 5.0
Contractual 667.0 327.0 352.0 397.0 397.0 397.0
Supplies 18.0 5.0 5.0 5.0 5.0 5.0
Equipment 30.0
Land & Structures
Grants & C ims
Miscellaneous (Board Restructure) (92.5) (41.5) (121.5) (41.5) (41.5) (41.5)

TOTAL OPERATING 936.5 535.5 402.1 528.6 528.6 528.6
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipls
1003 GF Match
1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0

1005 GF/Program Receipts
1C37 GF/Mental Health

1029 PERS (9.0) (4.1) (12.1) (4.1) (4.1) (4.1)
1034 TRS (83.5) (37.4) (109.4) (37.4) (37.4) (37.4)
Other (Specify Type--Do not abbreviate) 130.9 285.0 427.6 570.1

TOTAL 936.5 535.5 402.1 528.6 528.C 528.6

Estimate of any current year (FY2005) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-time 3 3 3 3 3
Part-time 0 0 0 0
Temporary 2 0 0 0
[ANALYSIS' (Attach a separate paqt i'lnecessary)

This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for
new employees of the PERS and TRS hired after the effective date of July 1, 2005. As the new plan
significantly differs fiom the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, train staff,
employer con' >cts and new members, create new employee benefit education methods on the web, benefit
seminars and one on one appointments, and to contract for financial planning services for members of the
new plan The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees
are separate. It lurther assumes that cost reductions for the PERS and TRS Boards will be partially offset by
payments to the Offit o of Administrative Hearings to conduct disability hearings, previously conducted by the
boards.

Phone 465-4408

Propaied by: Melanie Millhom, Director
Date/Time 4/5/05 1:25 PM

Division Retirement and Benefits
Approved by:  Mike Tibbies. Deputy Commissioner Dale 4/5/2005
Agency Department of Administration

Pago 1ol 2

tiv. u'j y 2jvoi,4oviij



FISCAL NOTE #2

STATE OF ALASKA IfILL NO. CSSB Ki(FiN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The estimated administrative costs to Ihe division by fiscal year are as follows:
FY 2006 FY 2007 EY 2008 FY 09-11

PERSONAL SERV'CES-

1- Non Perm Analyst-Pgmr lll - DC-Benefits Sys - R 16 64.4 64.4 64.4 64.4
1- Accountant Il - Range 16 52.0 52.0 52.0 52.0
1- R&B Tech I/l - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Nori Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 227.5 163.1 163.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 35 5.0
37.5 17.5 35 5.0
CONTRACTUAL:
Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15,0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0
SUPPL IES:  Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers.
telephone, set-up costs 30.0 0.0 0,0 0.0
MISCELLANEOUS (BOARD RECONFIGURATION. HEARINGS)
Board Member Election 2006/2008 -80.0 0.0 -80.0 0.0
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Tnve' Mernbers/Staff -24.0 -24.0 -24.0 -24.0
i mnorariurn/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Hearings-Olfice of Administrative Hearings 116.0 87.0 87.0 87.0
-92.5 -41.5 -121.5 -41.5
TOTAL 936.5 535.5 402.1 528 G

The above funding source is initially listed as General Fund because lhe exiting tiers of PERS / TRS are Defined
Benefit plans, and the present DC plans, SBS and DCP are legally separate from the intended plan. Il is assumed that
oy FY2008, as more employees are hired into the new tiers, that program costs will be funded through an assessment
on DC accounts, similar lo the SbS program currently in place. General funds will be reduced 25% per year from

FY2008-2011.

Ihe new plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05. The startup costs are nut costs
of the PERS and TRS Defined Benefit plans. Tiers 1. 2, and 3 are logically related; howevor, tier 4 PERS and Tier 3
TRS would not be. The purpose of the bill is lo separate Ihe DB and DC side. A legal opinion was sought to determine
how the funding and accounting needs to occur for the new DC plan,



REPORTED OUT

FISCAL NOTE 05 WA TI<E.ConiiclL

-GCfdATDDttftNCD
COMMITEE
STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SKSSION Bill Version: CSSB 141 (FIN)
i.) Publish Date 4/8/05
Revision Datfa/Time (Nole if correclion): Depl. Affecled: Revenue C1
I nle An Acl relating lo the teachers' and public Bdu Taxation & Treasury
employees’ retirement systems Component Treasury Division
Sponsor Finance
Requester Component No. 121

Expenditures/Revenues (Thousands of Dollars)

Nole: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 214.5 21*1.5 214.5 214.5 214.5 2145

Travel
Contractual
Supplies
Equipment

Land 5 Structures
Grants S Claims
Miscellaneous

TOTAL OPERATING 2145 2145 2145 214.5 214.5 2145
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts I
1003GF Match
1004 GF 0.0
1055 GF Prcp'om Receipts
1017 Benefit Systems (SBS/DC) 0.0
IA ftum A-! »a Retiieii.tnl Mngrr.n: Board 214.5 214 5 214.5 214 5 214.5 21 15

TOTAL 214.5 214.5 214.5 2145 214.5 2145

Estimate of any current year (FY20G5, cost: Q@

Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-tmir* 3 " 7
Part-timf*

lebipoiiirv

ANALYSIS: (Attnnli a cr/aican* page i'necc r.nyl
See attached analysis

i H 1\ 31:1s Marlm. Comptroller I'none 435-VR2

Lui-ion T;i:,<'.ury |Jali!/ lituo 4/5/05 3 PIT
pm-'n ly- Tom Boutin. Depuly Corn-ni: sioui-i Date 4,5'2005

A in uy Duparltiicni ot Revenue
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FNS3

SB 141

SB 1-11creates a new 9 member Alaska Retirement Management (AR M) Board and replaces the current IS

member Alaska Stale Pension Investment Board (ASPIB) staffed by the Jrcasury Division. It also creates a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health caie reimbursement trust. Funds currently budgeted under the ASPIB will be transferred to the

new board. A summary ofthe fiscal notes follows.

Summary ol fiscal Notes | FYO06 ! FYO7 ; j Yofi FYO09 | FY 10 1-YJ 1
1rcasury Division fiscal note #1 214.5 214.5 214.5 214.5 2145 2D .5
Alaska Slate Pension Investment

| Board fiscal note i2
i -4.144 .4 -4.144 .4 -4,144 .4 -4.144.4 -4.144 .4 -4.144 .4
+ ARM Board fiscal note f/3 4 734.6 4.410.6 4.410.6 4.410.6 4,410.6 4.430.6
ASPIB Custodv and Mamigement
Fees fiscal note 24
-31.0] 3.6 -31.913.6 -31.913.6 -31.913.6 -31.913.6 -31.913.6
A I'M Board Custody and
Management Fees fiscal note 45
31 913.6 31,913.6 31.913.6 31.913.6 31.913.6 31.913 6
foml B04.7 4%0.7 4X0.7 480.7 450.7 4X0.7
Back out ILA between the two
eonipoin als 1 -214.5 -214.5 -214.5 -214.5 -214.5 -214.5
M 241 I'mill incremental costs 590.2 266.2 266.2 2U6.2 266.2 266.2

Currently 100% of the Treasury Division's personal services costs are included in the Tleasury Division

Note |
These incremental costs arc included in the new ARM budget (as in the prior

component under personal services.

ASPJB budget as a contractual expense). Simply a.lJing the two budgets would double count iliis amount.

The following table slum's the. breakdow n o f incremental costs by budget category Foil swing are discussed
the assumptions wc have made and how these total costs have been allocated between fiscal note ) and 3.

FY06 1-Y07 FYOS FYO09 FY10 FY 11
Persona! Sen ices 214.5 2115 214.5 214.5 214.5 214.5
fraid 23.9 12.0 12.0 12.0 12 0 12.0
Contractual 3.37.3 2°.2 39.2 .39.2 30.2 39.2
Supplies 14 5 > 5 .5 5 5
Mi 14) total incremental toils 5<>0.2 206.2 266.2 266.2 2(>6.2

Assumption.":
Follow ing are the assumptions used in arris ing at the estimate of the incremental costs id SB 14 1

1 A new defined contribution plan will Inn e asimilat number and type of options as the cunciit Supplement
Benefits System. All options would lie mailable on day one of the new plan. A plan s.iml.u lo SBS will
icsull m the hue of approximately 0 managers and the establishment of over 30 additional safekeeping

accounts a! the custodial hank and associtu-d accounting records.

2. There is a need to add 2 additional professional and 1 additional technical stall'to n elude a State
Investment O llkci Il. an Accountant IV and an Accounting Technician Ill. flic total com included m the

fiscal notes per year of'these stall is $214,5.

i uiidmg toi mu v\ti.i bis-.rd meeting m the fust \cai I'm the new boaid to organize . ml receive start-up
laimng as U'-ll as funding to rcl] ct 1additional bnatd nieiuhet li.ivcling (eurieiil budget tiejutles S existing

members),

Page 2 of 5



FN*3
SB K I

4. flic costs ol computers, office equipment and office space reeorifiguiiihou is included in year one for the
new staff In all years funding is included for training, investment software subscriptions (Bloomberg.
Yieldbook. SifiP and Moody's rating services) and miscellaneous supplies for new staff.

5. In year one. the cost for the external consultant to assist the board in .selecting 6 new managers. The

current contract cost for manager searches is $30.0 per search.

(¢ Ihe costs ol an externa) consultant lo calculate performance of the funds quarterly. Costs are expected lo

be S00.0 year based on the current contract.

7. In I'Y2006 $100.0 to cover the costs of an independent audit/review o fthe performance consultant. It is a
requirement in SB 141that this contractor be audited. We expect that audit to occur every 4 lo 5 years after

the initial audit review

8. There is a $40.0 reduction in cunenl costs associated with the election o f members as the new hoard will

be appointed by the governor.

Treasury Division fiscal mile It1

Ilie lreasury Ifivision's fiscal note includes $214.5 each year for personal services. There are economies of
scale in managing investments. However, the new fimds created by Senate Bill 141 would require
considerable additional responsibilities. |f ihe number of options paralleled tire existing SBS Plan, that
would translate to 13 new manage! accounts, 34 new custodial accounts and 1new sets of monthly financial
statements with annual audit requirements. The Department of Revenue currently manages a large number of

funds with a limited investmen! and back office staff. In order to prudently meet the prospective demands of

Senate Bill 1-11. Treasury would need lo hire an additional investment staff and 2 middle ‘back office staff.

Background

Prudent and productive management ol investments is a resource intensive process. Managing a modem

portfolio isa broad responsibility v iiieii requires significant expertise and high attention to detail

Investment management responsibilities include designing investment policy guidelines, developing custom
asset alhicatio; * conducting investment manager seatdies, performing investment manager due diligence,
negotiating and contracting with prospective managers, managing investment manager relationships,

pel forming periodic portfolio rebalancing, monitoring and evaluating investment performance, presenting
and consulting with oversight organizations, and following developments in investment research and analytic

tools.

la addition, investment management icquucsa significant interface with buck and middle office functions
inch,ding him! accounting and audit, managing custody and brokerage relationship.*, cash management,
-ivut'itic: lending, .safeguarding assets, and compliance monitoring.

‘weestate Bill 14 i would create |k equtvnk.v ol lout new fund:, to.manage the |I.mployce Defined
1 oatiibuiion Accounts, the Janployer Vesting Accounts, the Medical Piogram | and. atid the Health

Reimbursement Arrangement Irust

Ilie | mplovec Delined Contribution Accounts would likely oiler employees a reasonably wide range ol

iuv estmenl options As acomparison, the Supplemental Benefits System olforr a suite of o target or Itfe-
:tylc hinds ami «.separate asset class funds lot a total of 14 options that participants may select Irout.

| i ling on the mix ol investment styles to offer, m.ufilling lot and hiring investment managers, and

v, Timing and lepofting on unes'inenl manager pcilontintice would be a considerable on-going uiuieilal.ing.

Rave 30f5



FN 1B
SB 1-11

W hile '(reasury may realize IVe economics from existing investment relationships, it is unlikely that the
contributions in this account can be commingled with existing accounts. That means that theie would be a
completely new sc! ofaccounts for custodial and accounting purposes.

The Employer Vesting Accounts, the Medical Program Fund, and the Health Reimbursement Arrangement
Trust would nil likely call for separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly financial reporting and audits.

I liere is likely lo be an additional consequence ol the change to a defined .contribution plan. Currently there
is a population of participants in .SITS and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there ate apparent anomalies in the change in the daily prices of the options.
As ageneral rule. We would say that members o f a defined benefit plan are not as price sensitive, The new
plan will greatl\ increase the number ofindividuals who are monitoring on-line data on a daily basis. This
will correlate directly lo an increase in lhe amount of time we spend answering questions.

Alaska State Pension Investment Board fiscal note HI
Alaska Retirement Management Board fiscal nole U3

| iscal note 1-2 transfers the existing ASPIB budgeted funding to the new ARM board. This fiscal nole also
includes the ARM board's share of costs expected due to the implementation ol SB141.

FYOf> FYO07 FYOK FYO09 FY 10 FyiT 1
ASPIB huduiicd fimdine fiscal note 4.144.4 4.144.4 4.144.4 4.144.4 4,144.4 4.144.4 |
Incremental costs from SBI-tl 5P0.2 2d6.J 200.2 200.2 200.2 200.2 j
1dial cost* on fiscal note #3 4,734.6  4.410.1) 4.410.0 4,410.0 4.410.0 4.410.01

lotal first year costs in fiscal note »3 include SIMM) lor manage] selection; Sl (KM) for an audit of the
board's performance consultant (This audit is a new requirement of SB141, It does not have to occur in the
first sear, but once done we would expeel it to occur every 4 lo 5 years.); $15.0 associated with one
additional meeting for organizing and educating the new hoard members; and, $20.0 lot computers and the
office setup for the new positions. These total start-up costs are $324.0.

(m-going costs include interagency chaicehaci. lo the ARM lor the costr of the 3 new positions totaling
$214.3; travel for the additional boaixJ member (the current board has $ members versus the new board v, ith
(<members) aswell as increased due ulicence ol the new fund managers ami training for the new staff in the
amount nl'S. 13.1); $4 S.7 for the ongoing v>st o f phones, information technology charge backs, supplies and
investment subscription services for the new staff(these include Bloomheig, Yieldbook. SAP and Mm ily’s
and lratleweh); a .$ 40 0- reduction in cutrent cost as elections will be eliminated; $30.0 per year for the
calculation ot the new hinds' pel foilnance b\ an external consultant. These total on-going costs ate $200.2.

Page 4 of 5
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SB M

Slate Pension Custody and Management Fees f<4
Alaska Retirement Management Board Fees #5

Fiscal note H4 transfers the budgeted funding of the Stale Pension Custody and Management Fees lo a new
Alaska Retirement Management Board Fees component (liseal note #5) in llic Department of Revenue for
the new ARM Board. This component includes the investment management and custody costs of the existing
cielined benefit plans and will not he impacted in the foreseeable future by SB M |. Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment lo the per share price of the investments). These costs are not included in the

Department's budget.

FYO06 FYo7 I-'YOX -Y09 I m e Fy 11
ASPIB Custody and Management Fees
Fiscal note ™4 .31.913.6 -31,913.6 -31.913.6 -31.913.6 -31.913.6 -31.913.6
ARM Board Custody and Management
I'ees fiscal note il 31.913.6  31.913.6  31.913.6 31.913.6  31.913.6  31.913.6

Page 5 0f 5



REPORTED OUT

FISCAL NOTE 5014\ Fres - 0

-GDMT eRtttrtttefr
SJAIT. OF ALASKA Fiscal Note K'jmber: COMMITEE
2005 LEGISLATIVE SESSION Bill Version: CSSB 141 (FIN)
£) Publish Date: 4/8/05

Revision Dale/Time (Nole if correction): Dept. Affected: Revenue #2
Title An Acl relating lo the teachers' anil public “RDU Taxation & Treasury

employees' retirement systems Component Alaska State Pension
Sponsor Finance Investment Board
Requester Component No. 19G1
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel (127.9) (127.9) (127.9) (127.9) (127.9) (127.9)
Contractual (3.896.5) (3.89G.5) (3,896 5) (3,896.5) (3,896.5) (3.896.5)
Supplies (50.0) (50.0) (50.0) (50.0) (50.0) (50.0)
Equipment (70 0) (70.0) (70.0) (70.0) (70.0) (70.0)
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING (4.144.4)  (4,144.4) (4.144.4)1  (4.144.4)  (4,144.4)  (4,144.4)

CAPITAL EXPENDITURES , |
CHANGE IN REVENUES ( | |
FUND SOURCE (Thousands of Dollars)
1029 PERS Retirement (2,553.5) (2.553.5) (2,558.5) (2,553.5) (2.553.5) (2,553.5)
1034 Teachers Retirement (1,277.3) (1.277.3) (1.277.3) (1,277.3) (1.277.3) (1,277.3)
1042 Judicial Retirement (31.6) (81T) (31.6) (31.6) (31.6) (31.6)
1045 National Guard Reliremenl (83.0) (63.0) (63.0) (83.0) (83.0) (83.0)
1017 BenclJils Systems (SES/DC) (1.99.0) (199.0) .199.0) (199.0) (199.0) (19D.0)
Other (Specify Tvpe-Do nci abbreviate)

TOTAL (4,144 .4) (4.144.4) (4.144.4) (4,144.4) (4,144.4) (4,144.4)
Estimate ot any current year (FY2005) cost: 0.0

Mark this box (X) if funding for this bill is included in tfie Governor's FY 2006 Luriget proposal:

POSITIONS
Fell-lime
Part-time
Temporary

Phone 405-2852

Prepared by: Betty Marlin. Comptroller
ZTZZI11ZzZ2ZT fratf.vTimu 4/5/05 3:26 PM

Division Treasury
Approved by: Tom Bculm, Deputy Commissioner Dale «'/5,2005
Agency Department of Revenue
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SB 141creates a new 9 member Alaska Retirement Management (AR M) Board and replaces the current 8

member Alaska State Pension Investment Board (A iPIB) staffed by llie Treasury Division. It also creates a
delined contribution plan with employee and employer contributions, a separate defined benefit health fund
Funds currently budgeted under the ASPIB will be transferred lo the

and a health care reimbursement trust.
new hoard. A summary'ofthe fiscal notes follows.

Summary of Fiscal Notes
Treasury Division fiscal note til
Alaska State Pension Investment
Board fiscal note 112
ARM Board fiscal nole ft3

. iJ3 Custody and Management
1ces fiscal note F4

ARM Board Custody and
Management f ees fiscal rioie f\5

Total

| Back oui IA between the two
lcomponents 1
SP.24] Total inciTincntnl costs

PY06

2145

-4.144.4
4.734.6

-31.13.6

31.6)3.6
804.7

-2J4.5J
560.2

FYOQ7

214.5

-4.144.4
4.410.6

-31.013.6

31.913.0
4X0.7

-214.5
266.2

FYO08

214.5

-4.144 .4
4.410.6

R

31.913.6
4S0.7

-214.5
266.2 1

FY09 FY 10
2)4.5 214.5

-4.144.4 -4.144.4

4.410.6 4.410.6

-31,913.6 -31.913.6

31.913.6 31.913.6

4S0.7 4S0.7
-214.5 -214.5
206.2 200.2 |

Fy 11

214.5

-4,144.4
4.410.6

-31.913.6

31.913.6
480.7

-214.5
266.2 |

Note 1 t uiTcnily 100% of the 1reasuiy Division's personal services costs are included in the Treasury Division
component under personal services. These incremental costs are included in the new ARM budget (as in the prior

ASPIB budget as a conuaeiual expense).

Simply adding the two budgets would double count this amount.

I he following table shows the breakdown ol incremental costs by budget category. Following are discussed
the assumptions we have made and how these total costs have been allocated between liseal note | and 3.

Pei -onal Services

lravel

CoMraciual

Supplies

SBJ4I Toial incremental costs

Assumptions:

FYO06

2145
259
337.3
145
590.2

FYO07 J-Y08
214 5 214.5
12.0 12.0
39.2 39 2

5 5
260.2 266.2

FY09 FY 10
2145 2145
12.0 12.0
39.2 39.2

5 -
266.2 266.2

following are the assumptions used in arriving at the estimate of the incremental costs ol SBI41.

FYIl
214 5
12.0
39.2
5
206.2

1 A new defined contribution plan will have a similar number and type of options as the current Supplement
Benefits System. All options would be available on day one ol the new plan. A plan similar to SBS will
result in the hiie of approximately (>managers and the establishment ofover 30 additional safekeeping
accounts a! the custodial bank and associated accounting records.

2. fheie is a need to add 2 additional professional and ladditional technical staffto include a State
Investment Officer Il. an Accountant IV and an Accounting Technician IlI.

fiscal notes per year ol these staffis 8214,5

The total cost included in the

3. Funding IMm one extra board meeting in the first >eai lbr Pie new board to organize and icceixc start-up
training as well as funding to reflect | additional boaid mcmbei traveling (cuiieni budget include:. 8 existing

members).

Page 2 ol 5
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*). The costs of computers, office equipment and office space reconfiguration is included in year one for the
new staff. In all years funding is included for training, investment software subscriptions (Bloomberg,
Yicldbook. S&P and Moody's rating services) and miscellaneous supplies for new staff.

5, in year one, the cost lor the external consultant to assist the hoard in selecting 6 new managers. The
current contract cost for manager searches is $30.0 per search.

(i. The costs of an external consultant to calculate performance of the funds quarterly. Costs arc expected to

he $30.0 year based on the current contract.

7. In FV2006 $100.0 to cover the costs of an independent audit/review o fthe perfonnance consultant It is a
requirement in SBI41 that this contractor be audited. We expect that audit to occur every 4 to 5 years after

the initial audit review.

S. There is a $40.0 reduction ill cuiTent costs associate will) the election of members as the new board will

be appointed by the governor.

Treasury Division fiscal note#!

I lie lreusury Division's fiscal note includes $214.5 each year for personal services.. There are economics of
scale in managing investments. However, the new funds created by Senate Bill 141 would require

cons lerable additional responsibilities. Ift he number of options paralleled the existing SBS Plan. that
would translate lo 13 new manager accounts. 34 new custodial account:; and 4 new sets o f monthly financial
statements with annual audit requirements. The Department of Revenue currently manages a large number of
funds with a limited investment and back office staff. In order to prudently meet the prospective demands of
Senate Bill 141. |rea.sury would need to hire an additional investment staff ano 2 middle/back office staff.

Background

Prudent and productive management of investments is a resource intensive process. Managing a modern
portfolio is a broad responsibility which requires significant expertise and high attention to detail.

Investment management responsibilities include designing investment policy guidelines, developing custom
asset allocations, conducting investment manager searches, performing investment manager due diligence,
negotiating and contracting with prospective managers, managing investment manager relationships,
performing periodic portfolio rebalancing, monitoring and evaluating investment performance, presenting
and consulting with oversight organizations, and following developments in investment research and analytic

tools.

In addition, investment management requires a significant interface with back and middle office functions
including fund accounting and audit, managing custody and brokerage relationships, cash management,
securities lending, safeguarding assets, and compliance monitoring.

Senate Bill 141 would create the equivalent ol lour new funds to manage: the Kmployec IMined
(/nundilution Accounts, the Employer Vesting Aeeounls, the Medical Program Fund, and the Health

Reimbursement Arrangement trust.

I he Employee | Mined Cnijitribulioi) Accounts would likely ollei employees a reasonably wide range of

m vestment options As a comparison, the Supplemental Benefits System offer.1 a suite of Otarget or life
style funds and Nse, Nile asset class funds for a total of 14 options that participants may select limn.
Deciding on the mix of investment styles to offer, searching for and hiring investment managers, ami
evaluating and reporting on investment manager perlormancc would be a considerable on*going undertaking
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While Treasury may realize fee economic:. Irani existing investment relationships, it is unlikely that the
contributions in this account can be commingled with existing accounts. That means that there would be a

completely new set ol'accounts lor custodial and accounting purposes.

The Hmploycr Vesting Accounts, the Mcdicai Program Fund, and the Health Reimbursement Arrangement
Trust would all likely call for separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly financial reporting and audits.

There is likely to be an additional eonscqu.v.ce ofthe change to a defined contribution plan. Currently there
is a population ofparticipants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there are apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say that members of a defined benefit plan arc not as price sensitive. The new
plan will greatly increase the number of individuals who arc monitoring on-line data on a daily basis. This
will correlate directly to an increase in the amount of lime we spend answering questions.

Alaska State Pension Investment Board fiscal note r/2
Alaska Retirement Management Board fiscal note #3

Fiscal hole T2 transfers the existing ASPIB budgeted funding to the new ARM board. This fiscal note also
includes the ARM board's share o f costs expected due to the implementation ol SIT 141.

FYO06 FYO07 FYOft 1V 06 FYJo ! FY11
ASi’lli bud'.eted funding fiscal note 4.144 .4 4.144 .4 4.144.4 1 4.144.4 4.144.4 4.144.4
liitrciikTuil 10sts f- >in SB14]J o 266.2 266.2 1 266.2 266,2 266.2
Total cos!.' i>n fiscal note r/3 4,734.6 4.410.6 4.4 10.6 | 1.410.6 4.410 4.410.6

Total firs, year costs in fiscal note 'M3 include SI SOT for manager selection: SIUO.U for an audit of the
board’s performance consultant (Tltis audit is a new requirement of SB M I. It does not have lo occur in lhe
first year, but once done wc would expect it to occur every 4 lo 5 years.); SI 5.0 associated with one
additional meeting lor organizing and educating the new board members; and, S2,J.D for computers and the
ol lice setup for the new positions. These total start-up costs are $324.0.

f m-going costs include interagency chargeback to the ARM for the costs ol the 3 new positions totaling
$214.5; travel tor the additional board member (the current board has X members versus the new board with
u members) as well as increased due diligence oflhe new limd managers and training for the new stall in the
annumt Ot $13.0: S4S.7 for the ongoing cost o i, hotter:, information technology charge backs, supplies and
imtsimcnl subscription services for the new staff (these include Bloomberg, Yicldbook, SiVtP and .Moody's
and lradcweb); a »-40.0 reduction in current cost as elections will be eliminated; S30,(> per year for the
calculation oflne new funds' performance by an external consultant. These total on-going costs are $266.2.

Page 4 u!'5
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Slate Pension Custody and Management Fees #4
Alaska Retirement Management Board Fees #5

Fiscal note ;74 transfers (lie budgeted funding of the State Pension Custody and Management Fees to a new
Alaska Retirement Management Board Fees component (fiscal note #5) in the Department of Revenue for
the new ARM Board. This component includes the investment management and custody costs o f the existing
defined benefit plans and will not be impacted in the foreseeable future by SB 141, Please nole that in a
delincd contribution plan, invest manager fees and custodian costs ate deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in the

Department's budget.

FA Of FY07 FYOS FY09 S FY) 1
ASPIB Custody and Management Fees
fiscal note i -31.01To -31,0)3.0 -31.913.6 -31.913.0 +31.913.6 -31.9136
ARM Board Custody and Management
Fees fiscal note f?5 31.013.6 31.>130 31.913.0 31,913.6 31.913.6 31.913.6

Page 5 of 5
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Revision Date/Tune (Note il correction):

7itle
employees' retirement systems

An Acl relating lo lhe teachers' and public

Sponsor Finance

Requester

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.
FY 200,

OPERATING EXPENDITURES FY 2006
Personal Services 214.5
Travel 23.9
Contractual 4.481.7
Supplies 145
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 4,734.0
CAPITAL EXPENDITURES
(CHANGE IN REVENUES (
FUND SOURCE
1029 F'ERS Retirement 2.553.5
1034 Teachers Retirement 1.277.3
10-12 Judicial Retirement 31.6
10 National Guard Retirement 83.0
1017 benefits Systems (SEtS/DC) 199.0
1004 GF 590.2

TOTAL 4,734.G

Estimate of any current year (FY2005) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:
See attached analysis

Prupciie.'J by.

Division Treasury

Butty Murtm, Comptroller

(Attach a sefiura/e page if nvcvssoryj

214.5
12.0
4.183.6
0.5

4.410.6

2.553.5
1.277.3
31.6
83.0
109.0
2GG.2
4.410.6

0.0

NOTE

RE

M A
56141

eEN

Fiscal Nole Number
CSSB 141 (FIN)

4/8/05

Bill Version:
g Publish Dele:

PORTED OUT

Y 13 2005
Fxtm— Confi/ana

TE + INANCG
COMMITEE

Depl. Aflccte Revenue 23
rdu Taxation & Treasury
Component Alaska Reliremenl Management
Board
Component No.
(Thousands of Dollars)
FY 2008 FY 2009 FY 2010 FY 2011
2145 214.5 214.5 214.5
12.0 12.0 12.0 120
4.183.6 4.183.6 4.183.6 4.183.6
0.5 0.5 0.5 0.5
4.410.G 4,410.6 4,410.6 4,410.6
292 G 339.4 385.7.
(Thousands ot Dollars)
2,553.5 2,553.5 2.553 5 2.553.5
1,277.3 1,277.3 1.277.3 1.277.3
31.6 31.6 31.6 31.6
83.0 83.0 83.0 83.0
308 f- 332.1 265.6 465.2
66.0 133 1 199.6 0.0
4,410.6 4,410.6 4.410.G 4,410.6

Phone 465-2352

Approved by
Agency

Tom Boutin. Deputy Commissioner
Department of Revenutr

Dcitn/Time 4/505 3 I-B FM
Uric 4r$/2()Q5
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SB 141creates u new 9 member Alaska Retirement Management (ARM) Board and replaces the current 8

incmher Alaska State Pension Investment Board (ASPIB) staffed by the Treasury Division. It also creates a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care reimbursement trust, bunds currently budgeted under the ASPIB will be transferred to the

new board. A summary of the fiscal notes follows.

Summary of Fiscal Notes FYO06 FYO7 FYOS FYO09 FY10 FYy 11

| lreaSUry Division fiscal note I11 2)45 2)45 214.5 214.5 214.5 214.5
Alaska State Pension Investment
Hoard fiscal note =9

-4.144.4 -4.144.4 -4.144.4 -4.144 4 -4.144.4 -4.344.4

ARM Hoard fiscal note 97 4.734.6 4.410.6 4.4106 4.41(1.6 44106 44106

ASPIB Custody and Management

| ees fiscal note HA

-31.9H6 -+1.913.6 -.11.913.6 -31.9)3.6 -31.913.6 -31.913.6

ATM Hoard Custody and

Management | ees fiscal note «5
g ‘ 31.913.6 31.913.6 31.913.6 31.913.6 31.913.6 31.913.6
rolai K04.7 480.7 450.7 4X0.7 4X0.7 4507
Back out |A between the two
components 1 -214.5 -214.5 -214.5 -214.5 -214.5 -214.5
5B241 Tdal inerfiiu ntiil easts 590.2 206.2 260.2 266.2 266.2 266.2
Note f * urrentlv ol lhe lossure Division's personal services eosis are included m the treasury Division

i\iil|>ciien! iiiklcr personal services. These incremental costs a : ineluded in liie new ARM budget (as iri the pri"r
ASPIB budget as a contractual expense). Simply adding the two budgets would double count this amount.

The follow ing table shows the breakdown of incremental costs by budget category. Following ate discussed
the assumptions we have made and bow these total costs have been allocated between fiscal note | and 3.

j 1Y06 FYO07 FYOS FYO09 1VI0 FY 11
Personal Sen ices 214.5 214.5 214.5 214.5 214.5 21-1.5
lravel 23.9 12.0 12.0 12.0 12.0 12.0
Contractual 337.3 9.2 79,2 19.2 .'9.2 39.2
Supplies 14.5 5 S .5 5 5
Sillal 1olal him menial costs 5911.2 260.2 260.2 266.2 266.2 266.2

Assumptions:
lollow ing arc llie assumptions used in aiming al the estimate ofthe incremental costs of SB 141.

1 A new delined contribution plan will have a similar number and type ol options as the current Supplement
Benefits System. All options would be .available on day one ol the new plan. A plan similar to SBS will
tesult iti the hire of.approximately (>managers and the establishment of over 3b additional safe keeping

an..miits at the custodial bank and associ.i.rd accounting records

2 lhere is a need to add 2 additional piofcssioji.il and | additional technical stail to include a Stale
Investment (Mlker Il. an Accountant IV am! an Accounting Technician IIl The total cost included in the

fiscal notes per war of these stuffis 5214.5.

3. humbug lot mic extra Kiaid meeting in the first vent lor the ik w board to oigaui/c and receive Mart up
Uaiiiing as well as fundiim to relied | additional board member traveling (curient budget includes s existing

mem bets).

Rage 2 o0f5
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A The costs of computers, office equipment and office space reconfiguration is included in year one lor the
new staff. In all years funding is included for training, investment software subscriptions (Bloomberg,
Yicldbnol:. S&fi and Moody's rating services) and miscellaneous supplies for new staff.

5. In year one. llu: cost lor the external consultant to assist the board in selecting (>new managers. Hie
current contract cost foi manager searches is S30.0 per search.

n, |lie costs ofan external consultant to calculate performance o f the funds quarterly. Costs are expected to

be $3fl.(l.'year based on the current contract.

7, In FY20H6 SHKJ.O to cover the costs ofan independent audit/review o f the performance consultant. It is a
requirement in SB141 that this contractor be audited. We expect that audit to occur every - to 5 years alter

the initial audit/rev iew.

S, There is n $40.0 reduction in current costs associated with the election of members as the new board will

be appointed by the governor.

Treasury Division fiscal note #1

llie fieasury Division's fiscal note includes $214.5 each ycai for personal services. There are economies of
scale in managing investments. However, the new funds created by Senate Bill 14i would require
considerable additional esponsihiliies. If the number of options paralleled the existing SBS Plan, that
would translate to 13 new manage) accounts. 34 new custodial accounts and 4 new sets of monthly financial
statements with annual audit requirements. | he Department of Revenue eunently manages a large number of
run Is with a limited investment and back office staff, in order to prudently meet the prospective demands of
Senate Bill M |. Treasury would need to hire an additional investment staffand 2 middle bad. office staff

Background

Prudent and productive management of investments i- a resource intensive process. Managing a modem
portfolio is a brfi.nl responsibility winch requires significant expertise and high attention to detail.

Investment management .m.poinuhjlities include designing investment policy guidelines, developing custom
.= allocation-, conducting investment manugci searches, performing investment manage! due diiigeiite,
negotiating mid contracting with piospcctive managers, managing investment manager relationships,
petlurming penodic portfolio rebalancing, monitoring and evaluating, inv estment performance, presenting
and consulting with oversight organizations and following developments m investment research and analytic

tol I|s

lii addition, mw intent management icquncs a .significant interlace with back and middle office functions
including fund at.vomiting and and;!, managing custody and brokerage relationships, cash management,
.evunticv leudi.ig, safeguarding assets, and compliance monitoring.

Senate Bill 141 would create the equivalent ol foui new funds to manage: the 1mployec: Defined
t'oiitribuliot: Aeetuints. the J'inployer Vesting Accounts, the Medical Piogrnm i und. and the Health

Reimbursement Arrangement | nisi.

Ilie hmployec IR'lirtcd ('oiitiiluiiion Accounts would likely oflet employees ,i reasonably wide range o|
irf.es:inetit option - As a compansort, the Supplemental Benefits System oilers a suite of g Impel or life-
stvk Imnl and Nseparate asset class futnls lor a total ol 14 options that participants may select Itom
I'c.uling on the mix ol investment stv les to oiler, <c:ui lung lor and luring investment managers, and

f' aluatmg and tcporting on inve-tmcnl maiMpei pcifoimancc would be a considoablc on-gojng undertaking.

l'age 3 of 5
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W ink: Ircasury may realize fee economies from existing investment relationships. ii is unlikely that Ihe
contributions in tins account can he commingled willi existing accounts. J'liai means shat there would be a

completely new set ol accounts foi custodial and accounting purposes.

I he kmployer Vesting Accounts, the Medical Program Fund, and the Health Reimbursement Arrangement
Irust would all likely cull lor separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing, nicy would also require separate custodial and
accounting records including monthly financial reporting and audits.

Ilicic is likely to lie an additional consequence oflhe change to a delined contribution plan. Currently there
is a population of participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whenevci there are apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say that members of a defined benefit plan are not as price sensitive The new
plan will greatly increase the number of individuals who are monitoring on-line data on a daily basis. This
will correlate directly to an increase in the amount oftime we spend answering questions.

Alaska State Pension Investment Board fiscal note #2
Alaska Retirement Management Board fiscal note #3

Fiscal note ~2 transfers Ihe existing ASPIB budgeted funding to the new ARM board. Jins fiscal note also
includes the ARM board's share of costs expected due to the implementation of SB 141.

FVIIfi IA 07 FYo08 FVou IV Ifl Fy 11
ASPIB budeetcd landing fiscal note 4.14-1 4 4.144 4 4.144.4 4.144 .4 4.144 4 4.144 4
Irnrcmeniai u-sis !'j..%5j SB14I 500.2 2n>,: 2c>n,2 2u6.2 260.2 266.2
7. tal cr's?-: oil fiscal ii..to =<3 4.04 (- 4.410 6 4.410.0 4.410 6 4.41(1.6 4.410.6

total first year costs in fiscal note tf} include SI MhO for manager .selection; $100.0 tor an audit oflhe
boatd’s pcilormaiKc consultant (This audit is a new lequiremcnt oISB1 41, It does not hase to occur ill the
ill -t veal, but i*iice done we ssoiild expect it to oceut ciely 4 log years.); .115.(1 us" >luted w Uh otic
additional meeting f<r'organizing and educating the new boaid members, and. S20.(; I« computer>and the
office setup lor the new positions Diese total start-np costs are S324.0.

"m-gi mg Costs include interagency cliargels.el- !<ethe ARM tor the costs ot the ) new positions totaling

S21- 5. travel lor the additional board member (the current board huts Xmembers versus the new board with

'<members) a wc'.! ,0 ineicased cue diligence *1 tU aw fun.l managers and training fur tite new Mall in the

aiuoinit ot yl3.(1, y.|s ? jot tiie ongoing cost of phones, information technology charge backs, supplies and
inve.siuient subsiiiprion .-viaices foi the new stall (these inelude Bloomberg. Yieldbook, S.Vvi’and Moody's

and liadewchb) a S .Kid iciluctioii incurieut cost a> elections will be eliminated: SoO.Opu year foi the

calculation ol the new loads' peiloiinaiice by an estcii.al coiisulkml. IThoe total on-going costs are >2(>(' 2.
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Stau- Pension Custody and Management Fees P4
Alaska Ki tiri-riii-ot Management Board Fees #5

Fiscal nole V4 transfers liie budgeted funding of the Stale Pension Custody and Management Fees lo a new
Alaska Keliiemenl Management Board Fees component (fiscal note f»5) in the Department of Revenue for
the new ARM Doaui. Tins component includes the investment management and custody costs o f the existing
defined benefit plans and will not he impacted in the foreseeable future by SB M |. Please note that in a
defined contribution plait invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in the

Department's budget.

FYDO FYO7 I-VOX J-Y09 FY 10 Fy 11

ASPIB Custody and Management Fees
fiscal note ~i 3191311 -31.913.fi -31.913.fi -31.913.fi -31.9I13.fi -31.913.fi

ARM Board Custody and Management
Fees Fiscal note If? 31.913.fi 31.913.fi 31,933.fi 31.913.fi 31.913.fi 31.913.fi
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FISCAL NOTE UYL

A te. H A

SIATE OK ALASKA Fiscal Nole Number. COMMITEE
20(15 LEGISLATIVE SESSION Bill Version: CSSB 141 (FIN)
£1 Publish Dale: 4/8/05

Revision Dale/Time (Nole if correction) Dept Affected. Revenue HA
Title An Act relating lo the teachers' and public 'RDU Taxation & Treasuryl

employees' retirement systens Component Stale Pension Custody and
Sponsor Finance Management Fees
Requester Component No. 2311
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below

IOPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment

Land -h Structures
Grants & Claims

Miscellaneous
TOTAL OPERATIN'G (31.913.6) (31,913.6) (31.913.6) (31.913.6) (31,913.0) (31.913.9

<31.913.0) (31.913.6) (31.913 G) (31.913.6) (31.913.Ci (31,913.0)

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1029 PERS Relirertifcnl (20,092.S) (20 692.0)  (20.692.B) (20.692.8) (20.692 8) (20.692 8)
1034 Teachers Retirement (10 7C0.9) 110.760 9) (10.760.9) (10.7609) (10,760 01 (10.760.9)
10-12 Judicial Retirement (328.41 1228.4) (328.4) (328.J) (328 4i (326.4)
1045 National Guaid Retirement (121 5) (131.5) (131.5) (131.5) (131 5) (131.5)
1037 GF/Montiil Health
Other iC.nctii,- ~me-Do net ntiOrevi.itr.-)

TOTAL (31.913.6) (31,513,6) (31,913.0) (31,913.0) (31.913.0) (31,913.6)

Estimate of any current year (FY2005) cost: 0.0
Mark this box (X) it funding for this bill is included uthe Governor's FY 2006 budget proposal:

POSITIONS

Fui.-time

Part-time |
7uriipo'ury |

ANALYSIS: (fiteih <i ;en«iMr-p .ereit’a « jty)
£.<m at,- r.tird anniv? is

Pn-p.i ve: I-.- in-1"." M.ali i CumplrolL-r Phone 4(35-2352
(.‘|.r.tnn Treasury DutC'T line 4,'51115 n.26 FM
1lle:t by Turn Boutin. Deputy Comm : sinner Dale 4 f'L'005

Department of Revenue

Pay<j 1of 5
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SB N | creates .l new 9 member Alaska Retirement Management (AR M) Board and replaces die emrenl 8

membet Alaska State Pension Invesiineni Board (ASPIB) staffed by ihe Irensury Division. It also creaies a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care reimbursement trust. Funds currently budgeted under the ASPIB will be transferred lo the

lieu board. A summary'of Ihe fiscal notes follows.

Summary of Fiscal Notes FVO06 FYO07 Y08 1YW KY10 | FYII

Tleaser, Division fiscal note 21 2145 2145 2145 214 5 214.5 214.5

Alaska State Pension Investment
Board fiscal note “2

-4.144.4 -4.144 .4 4.144.4 -4.1-14.4 -4.1-14.4 -4.144.4
ARM Board fiscal note ff3 4,734.0 4.410.0 4.410.0 4.410.0 4.410.6 4.410 6
ASPIB Custody mid Management
Fees lisca) note tIA

-31.913.0 -31,913.0 -31.913.0 -31PI13.6 -31,913.6 -31.913.6

ARM Board Custody and

Management Tees lisca) note A5

31.913.6 31.913.0 31,913.6 31,913.0 31.9)3.6 31.913.6
| otal KIM.7 480.7 480 7 480.7 480.7 480.7
Bad. oin IA betw een the two
components : -21-1,5 -214.5 -214.5 -_2_14.5 -214.5 -214.5
SB 211 filial incremental costs 50(L.2 260.2 i 2(i(i,2 < = o ° - 0

Note I Curicnlly 100% ol the Trensury |'iviskui's personal services e<'sts aie nu luded in the ileaser. Division
ci'injioneni uiulei personal services These uieienicniul costs ate included in ihe new ARJVI budget (a- in the piior
ASPIB budget us a contruclunl e.vpeuse). Simply adding the two budgets wculJ Joulile count tliis amount

life following table shows the breakdown of incremental costs by budeel category. Following ate discussed
the assumptions we have made and how these total costs have been allocated between fiscal note | ami 3.

FYO06 1Y07 FYOS 1Y09 FY Id FYII
Pcisi>nal Setvices 2145 2145 214.5 2145 2145 2)4.5
Travel 2.In 12.0 12.0 1201 12.0 120
rnmi.i-tiin! 337 3 39.2 39.2 59 2 30.2 59.2
Supplies 145 5 5 5 5 5
SB141 Jmat inc remental costs 59(i,2 t.(..2 200.2 266.2 266.2 266.2
Al'iumpl'oiis.
lollow mg .ue the assumptions used in arriv me at the estimate oflhe nteiemeti’.il costs i'l SB 141

I. A new definellcontribution plan will have a sumlai iiutnbe; and type ol options as the enilent Supplement
Benefits System. All options would be available on day one of the new plan, A plan similat to SBS will
icsuit m the line ol apptoxitttalely o managers and the cstabli.si.men! ol over 30 additional <ekeepitig
c.co.tut ;ttlif custodtal bank and a » >t;.ted a. countit g tecords.

1 lhen o aHeedto add udciilioiial piolin.stutial and 1 addtticUial tcclutteal 'tail bi include a Stale
liul : <tliiccr 1l an Accountant IV and in A.coiu t tie Ivcliuieian 1lI | lie total cost includedm the
ta.i.d .<%m pet yeai ot these statt is 501 r

e Funding lot one eMi.t In aid meeting m Ilie fir-4 year fm the new board to cigam/e and receive ‘'.nll-up

it.iming as well as funding to ivllcet 1 additional Itiiaid member liavcliue (current budget nclmlcs Scxistinr

tucinbei’)
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-J The costs o fcomputers, office equipment and office space reconfiguration is included in year one for the
new stall In all years funding is included for training, investment software subscriptions (Bloomberg,

Yieldbnol.. SVel' and Moody's rating services) and miscellaneous supplies for new staff.

5. In year one. the cost lor the external consultant lo assist the board in selecting O new managers. The

current contract cost for manager searches is $30.(1 per search.

0. Inc costs ofan external consultant to calculate performance of the funds quarterly. Costs are expected to

Ire $30.0 year based on the current contract.

Y In TY2006 $100.0 to cover the costs ol an independent audiurcvicw oflhe performance consultant. It is a
:equireiucnt in SB14 1that ibis contractor be audited. We expect that audit to occur every 4 to 5 years after

tiie initial audit review.

S I'herc is a $40.0 reduction in current costs associated with the election ol members as the new board will

lii appointed by the governor.
Treasury Division fiscal note#!

I he Iteasury Division's, fiscal note includes $214.5 each year for personal services. There arc economies of
scale in managing investments. |lowevcr. the new funds created by Senate Bill 14| would require
w m idciablc additional responsibilities. If the number of options paralleled the existing SBS Piatt, that

,ould translate to 13 new manager accounts, 34 new custodial accounts and 4 new sets o f monliiiy financial
statements with annual audit requirements. 1llie Ileparlinenl of Revenue currently manages a large number of
Itnuk with a hunted investment and back ol!fice staff In order to prudently meet the prospective demands of
Senate Bill 141 !tv.isuty would need to line an additional investment staff and 2 middle'back office staff.

Backgt oiind

Prudent and productive management of irvestmentlis ate.source intensive process. Managing a modem

portfolio is a bio,'jd responsibility which requires significant expertise and high alienism) to detail

I . ‘tmvir management responsibilities include designing investment policy guidelines, developing custom
. aT'Cutioi. .conducting investment manage: searches. peMotining invesliticiil manager dm diligence,

i.vgi ii.itmg u: d eon'i.iciui” with piospcctivc managers. managing investment manager relationships.

I ciToinmig periodic portfolio rebalancing, monitoring arid evaluating investment performance, presenting

on 'con.uillme w :li over: iglil organizations, and following ilcvclopitieuts in invcsimcnl research ami analytic

look.

In addition, investment miuragenient requires a sigtiilieant interlace with back anil middle ollicc functions
r ilulling turn! accounting and audit, managing custody ami brokerage tclaliou-Jups, easit management,
e\ livics R-ndittg. salcguaiding assets, and compliance monitoring

S.triite Ivb !41v >uid eic.ilc ti e equiv.ile;." < loar new lands to manage tin l.mjuoycc lkilned
( oiiinlnuioii An.omits. the | niployci Ye.-imr \cc*i.iii.s. the Medical Piogram | uiiil, and the Health

P.v.ntbm-vtio at Arrangement Inot

Il1e |l mployee Dvfii.nl ( oiitniuiiiou Aeumnis would likely o ljlr employees a reasonably wide rangi of

*\. {i;eent options As a comparison, the Supplemental Bene fils System offers a suite ol Margct m lifi-

:ty le binds alid a ej'aiale a-sel class funds for atotal of 14 options that paitieipiitiD may select Ifoltt

I te. slim: on ihe mix i'l tin esiinent sty les to oltei. searching lor and hiting imestin ail maitagets. and
ev.ditaliiig . nd tepoiiing on investment manage! perton: . nee would be a com nJetable on*going undiiltikiiii!
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While Ticusury may realize fee economies from existing investment relationships. il is unlikely that ihe
contributions in this account cun be comminuted will) existing accounts. Thai means llial there would he a
completely new scl of accounts foi custodial and accounting purposes.

lhe bnployci \testing Accounts, the Medical Program Fund, and ihe Health Reimbursement Arrangement
I nbt would all likely call lor separate custom asset allocutions. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and

accounting records including monthly financial reporting and audits.

' here is likely to he an additional consequence of the change In a defined contribution plan. Currently there
is a population o f participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there are apparent anomalies in the change in the daily prices ol the options.
As ageneral rule, we would sav that members of adelined benefit plan are not as price sensitive, The new
plan will greatly increase the number of individuals who arc monitoring on-line data on a daily basis. This
will correlate directly lo an increase in the amount ol time we spend answering questions.

Alaska State Pension Investment Board fiscal note #2
Alaska Retirement Management Hoard lisca! note #3

fiscal note <0 transfers the existing ASPIB budgeted funding to the new ARM board. This fiscal note also
me lude: the ARM board's share of costs expected due to the implementation of SH141.

rvof. 1Y07 I  fyok FYOfJ FY10 FYII
' Aftpm budeetcd liuuluie lisca! iii*ie 4.144 .4 4.144.4 1 4.144 .4 4.144 .4 4.144 4 4.144.4
liicrciueulal co.-.Is Ironi SB 141 5y0: 2442 204.2 204.2 2(i4.2 2442
I lota! costs on fiscal nole v3 4.734,4 4.410 4 1 4.410.4 4.410 4 4.410.4 4 410.4

Intai frst year costs in tiscal iM ¢ -3 include S1St>0 !oi managermselection; MIItl.O for an audit of the
board sperformance consultant ( | Ins audit is a new leqiiirenieiil of SH1-51. It does not base to neeui in the
first yeai. but once done we would expect it to occur every 4 to 5 years.); SI 5.0 associated with one
additional meeting for organizing and educating the new board members: and, S2f0 for computers and the
iiftlee setup foi the new positions. 'l itese total start-up costs are S324.D.

t hi-gou.g c «>l. me lode inicrngein.y chargeback to the ARM for the costs of the 3 new position *totaling
'e214.;. mr.cl foi il.. additional boaui inetntier(thecurrent board has x membets versus tlic nc.s board with
" u.cii Ito well a meleased due diligence ofthe new fund managers and training for the new stall in tic
'u"i in In| M3 i . S4* f’ foi the ongoing cost ol phones. information technology charge backs. <applies and
investment subscription services for the new stall (these include Bloomberg, Yieldbook, SAP and Moody’s
ami |ladeweb): a V- -4(10 icdiiclioii in ciinent n a as elections will be eliminated: S30.0 pci \e:u loi die
calculation oflhne new fluids' performative by an external consultant. These total on-going costs aie *20(» 2

Pace lof3
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State Pension Custody and Management Fees £4
Alaska Retirement Management Hoard Fees £5

Fiscal note £4 transfers the budgeted funding oflhe Stale Pension Custody and Management Fees to a new
Alaska Retirement Management Board Fees component (lisca! note £5) in the Department of Revenue for
the new ARM Board. This component includes the investment management and custody costs oflhe existing
ticlined benefit plans and will not be impacted in the foreseeable future by SBI-11. Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from tlie individual accounts
daily (through an adjustment to the per share price oflhe investments). These costs are not included in the

Department's budget

I;YOt> FYO7 FYO08 FY09 FY10 Fy 11

ASPIB CuNindv and Management Pees
li-.Lal nolo .| 31.913.4 -31,913.0 -31.913.4 -31."13.4 -31.913.4 -31.913.0

ARM Hoard Custody ard Management
lees fiscal note £5 31.913.4 31.913.4 31.913.4 31.913.4 31.913.6 31.913 4



FISCAL NOTE

ST'ATK OF ALASKA

2(105 LEf.”ISLATIVK SESSION

Revision Dale/Time (Nole if correction).

Title An Act relating to the teachers' and public 'RDU
employees' retirement systems Cornponenl

Sponsor Finance

Requester Component No.

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted bolo v.

Bill Version:
6) Publish Dale.

Dept Affected:

REPORTED OUT

MAY 13 2005

58141 fime: Confojrvjc/.
*eCWATE-riNANCE
COMMITEE

Fiscal Note Number

CSSB 141 (FIN)
4/6/05

Revenue #5
Taxation & Treasury
ARM Custody and
Management Fees

Thousands of Dollars)

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual 31,013 G 31,013.G 31,913.0 31.913.0 31.913.0 31.913.6
Supplies
Equipment
Land S Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 31,913.G 31,913.G 31.913.6 31,913.6 31.913.6 31,913.G
CAPITAL EXPENDITURES
ICHANGE IN REVENUES ( )
FUND SOURCE (Thousands ot Dollars)
1029 PERS Retirement 20,692.6 20.692.6 20.692.B 20.G92.B 20.692.3 20.692.8
1034 Teachers Retirement 10,700.9 10,760.9 10,760.9 10.760.9 10,700.9 10.760.9
1043 Judicial Retirement 326.4 328.4 328 4 328.4 326 4 328 4
1045 National Guard Retirement 131.0 131.5 131.5 121.5 131 5 131.5
"037 GF/MeriUrl Healtn
Oilier iSpecib Trire-Do i 'ahtrevialej |

TOTAL 31,913.G 31,913.0 31,913.6 31.913.6 31.913.G 31,913.0
0.0

Estimate of any current year (FY2005) cost:

Mark this box (X) if funding for this bill is included in Ihe Governor's FY 200C budget proposal

POSITIONS
Full-hrne
Part-time
Temporary

ANALYSIS: (Attach a .'e/joolf nogo il

.Roe attached analysis.

i"eji.tied by Petty M.ntm. Cumpliu lu,-

Division ‘freasu.y

A; pio.rd hy 1cm Hnul n. Deputy Cornu ft sinner
licy Lftt.aitmi-nt of Revenue

ot LTI

: hone 40L-2302
Drtte Time 4 fi'lbb < Lb PM

Dale 4T'/.v0i 5
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SB!41creates anew 9 member Alaska Retirement Management (ARM) Board and replaces the current

member Ala.il,a Slate Pensjon Inve.siment Board (ASPIB) stalled by the Treason Division. It also creates a
delined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care leimbursemcnt trust, funds currently budgeted under the ASPIB will be transferred lo the

new board. A summary ofthe liscal notes follows.

Summary of fiscal Note..
Treasury Division fiscal note it\
Alaska Slate Pension Investmcni
Board fiscal note ‘i2
ARM Board fiscal note "3
ASPIB Custody and Management
Fees fiscal note i/4

ARM Itoaid Custody and
Management | ees fiscal nole ;i5

Total

Back out IA between the two
components 1
$11241 Total incremental costs

r\ o)

2145

-4.144.4
4.734.P

-31.913.6

31,913.6
S04.7

-214.5
5911.2

I'vo7

2145

-4.144.4
4.410.6

-31.913.6

31.913.6
4X0.7

-214.5
266.2

FYO08

2145

-4.144.4
4.410.6

-31,913.6

31.913.6
4X0.7

-214.5
266.2 !

FYO09

2145

-4.144.4
4.41(1.6

-31.913,6

31913.6
4X0.7

-214.5
206.2

1

BY 10

2145

-4.144.4
4,410.6

-31.913 6

31.913.6
4X0.7

-214T
266 2

JY 11

214.5

-4.144.4
4,410.6

-31.913.6

31.913.6
4X0.7

-214.5
266.2 i

Jsi'le 1 <urrciitly IbV'ti of the Treasury Division's personal sen ices costs are included in the 7 re.v.ury i>vision
These hick mental costs are included in the new ARM budget (as in the prior

ASPIB budget as a contractual expense). Simply adding the two budgets would double count this amount

lomp'inenl under persun.il sendee.-.

I he following table shows the breakdown o fincremental costs by budget category. Following are discussed
the assumptions we have made and how liie.se total costs hase been allocated betw een fiscal note | and 3.

Personal Sen ices

Trax el

( onttactual

Supplies

M1141 Total incremental costs

Assumptions;

1Y06 FYO7
2145 214 X
23.9 12.0
3 392
14.5 W1
59H.2 206.2

FYOS
214.5
120
?9.2

2(.6.2

f Y09
214.5
12.0

39.2
5

266.2

PY10

2145
12.0
39.i

5
266.2

Following arc the assumptions used in arriving at the estimate o! the ineieinemal costs ol SBI-41.

Fy!1
2145
12.0
.76.2
£

260.2

1 A new defined contribution plan will have a similar number and type of options as the curient Supplement
Benefits System. All options would be available on day one ol the new plan. A plan similar to SBS will
result in the hue ol’appto.xiinateK o managers and the establishment (if over 3<l additional safekeeping

ae.nun's at tlie custodial bank and associated accounting lecotds.

2. lhere is a need lo add 2 additional protes.iinn.d and ! additional technical stalfto include a Stale
Invesimenl (Jfltcei Il. an Accountant IV and an Ace-muling leclmician Il

fiscal notes per year ul'lhcse stall'or $214.5.

| he total cost included in the

3 Funding for one cxlta bund meeting in the tirst year for the new boaul to organize and receive stan-up
naming as well as funding to ictlecl ladditional huatd member traveling (eunent' adyel includes Sexisting

iiieniberr.)

Page 2 0f5
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4 |he costs ol'computers, office equipment mid office space reconfiguration is included in year one for the
new sinlf. In all years funding is included for training, investment software subscriptions (Bloomberg.
Yicldbool;. SctP and Moody’s rating services) and miscellaneous supplies for new staff.

5. In yearor-.*he cost for the external consultant lo assist the board in selecting 6 new managers. The
current contract cost lor manager searches is S30.0 per search.

0 |Ilie costs of an external consultant lo calculate performance of the funds .quarterly. Costs are expected lo

be S.i0.Ol/year based on the current contract.

~ hi 1Y 2t»ifi SIU0.0 to cover the- costs of an independent audit'review o f the performance consultant. I; is a
requireme.nl in SB M | that this contractor be audited. We expect that audit to occur every 4 lo 5 years ufier

the initial audit.review.

fi. There is a S40.0 reduction in current costs associated with the election of members as the new board v. ill

he appointed by the governor.
I'nasiiit Division fiscal note#l

llic Treasury Division's fiscal nole includes S214 5 each year for personal services. There arc economies of
However, the new funds created by Senate Bill 14] would require

If the number o f options paralleled the existing SBS Plan, that

' new sets of monililv financial

sc.'ik in managing invcsline
considerable additional responsibilities.
would translate to 13 new manager accounts. 34 new custodial accounts and
statements with annual audit requirements. | he Department of Revenue currc jtlv manages a large number of
funds with a limited investment and back office staff. In order to prudently meet the prospective demands of
Senate Mill 14!, Treasury would need to lure an additional investment staff and 2 middle back office staff.

Background

Prudent and productive management of investments is a resource intensive |>i>ec;s. Managing a modem
portfolio is a broad responsibility which requites significant expertise and high attention to detail.

Investment management responsibilities include designing invertmeciit policy guideline's, developing custom
asset alloe.itti as, c\inducting investment manager searches, performing investment manager due diligence,
negotiating ami contracting with prospective managers, managing investment manager le iioiisliipx.
petforming periodic poiifolio rebalaneing. monitoring and eva'uating investment performance, presenting
and consulting with oversight oigani/ulions, and following developments in investment research and analytic

fools.

In addition, investment management requires a significant interlace with hack and middle office fumtioiis
including fund accounting ami audit, managing eustodv and brokerage relationshipl, cash management,

ecuri'.ic' lvinliiig. safeguarding assets, and Compliance monitoring

Nciiute Bill M| would create the equivalent of I'oui new fund:, to manage, the Imiployee Defined

Contribution Accounts, the Pm.dovci Vesting Accounts, the Medical Program fund, and the lleal!):

Reimbursement Arrangement trust.

liie .Lmpluycc I'dined (‘onlribulioii Accounts would !:I;d\ olfer cmpkyccs aic.isot.ably \side range o|
investment opt,oils. As a comparison, the Supplemental Benefits System offers a suite of o target ol life
sivlc funds and S *>epuintc asset class funds for a total of | ! options that participants may select from.
Ilending *ni. e mix of investment sl>les to oltct. searching tor and hiring investment managers, and
evaluating and tcpoitmg on investment manager pcni'tntatHc would be a considerable on-going undertaking.

Page 3 0of 5
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While. Treasury may realize fee economies from exjsLing investment relationships. it is unlike!'} lhal the
contributions in this account can be commingled \vil]> existing accounts, That means that there would he a

completely new set ol accounts tor custodial ami accounting purposes.

t he Employer Vesting Accounts, the Medical Program Fund, and the Health Reimbursement Arrangement
Trust would all likely call for separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly tinrmcia! reporting and audits.

I here is likely tu he an additional consequence oflhe change to a delined contribution plan. Currently there
is a population o f participants in SBS and Deferred Compensation that monitor their accounts daily, lltey
often have questions whenev er there are apparent anomalies in the change in the daily prices of the options.
As ageneral mic. we would say that members ofa defined benefit plan are not as price sensitive. Tlte new
plan will greatly increase the number ofindividuals who are monitoring on-line data on a daily basis. This
will correlate directly to an increase in the amount of time wc spend answering questions.

Alaska State Pension Investment Board fiscal note
Alaska Kctircmoiit Management Board fiscal note ft3

Fiscal note F2 transfers the existing ASPIB budgeted funding to the new ARM board. This fiscal note also
includes the* ARM board's share o f costs expected due to the implementation ol SB 141.

FVttft | FYO07 1VOS FYO'i FV10 FY 1
| ASPIB budeeled fumiine fiscal note 4.144.4 | -1.144.4 +5.141.4 4.144 4 4.144 4 4.144.4
; hxicnieaial costs from SB1-1) 5X10.2 j a2 1 200.2 20fx2 2<6 2 21.0.2
4.734.n | 4.410- 4.410.6 4,410.6 4,410.1. 4.410.0

I 1't;d coMzon fiscal note '

lotal first year costs in fiscal note include MIvtl.O loi manage! selection: SKKUI for an audit of the

hoard's performance consultant ft his audit i;a new requirement ot SB1-Il. It does not have to occur m the
first year, but once done wc would expect il to occur every 4 to 5 years ;; SI 5.0 associated with one
additional meeting lor organizing and educating the new hoard members; and. S20.0 for computers and the

ollice setup for the new positions. These Infill st.ul-up costs are $32-1.11.

On-going costs include interagency chargeback to the ARM for the costs of the 3 new positions totaling
$21*1.5; |Itlvvl for tlw additional boatJ member (the current board has 8 tttembcir; versus the new board with
y members) as well a* meieased due diligence ot the new fund managers and training tor lire new m iff m the
amount el $1VO; <4$ 7 tor the ongoing cost ot phones, information technology charge backs, supplies ami
investment subscription services lor the new sniff (those include IJloonibciu. YicldbooK, SAP and Moody's
and li.uleweh); a $ 4*1 (I ieduction in cun cut cost ;i< elections will be eliminated. SJft.l) pci year lur the
ealeul.itioii ol the new funds' performance In an external consultant. 'l hese total on-going costs are $2b(V2.
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Stale Tension Custody and Management Fees H4
Alaska Retirement Management Board Fees #5

Fi-.cnl noie it4 transfers the budgeted funding oflhe Stole Pension Custody and Management Fees to a new
Alaska Retirement Management Board Fees component (fiscal nole ?5) in the Department o f Revenue for
the new ARM Board. This component includes the investment management and custody costs of the existing
defined benefit plans and will not be impacted in the foreseeable future by SB 141. Please nole that in a
delincd contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price oflhe investments). These costs me not included in the

Department's budget.
FYO06 FYO7 FYo8 FY09 FY10 FYII

AFPIB Custody and Management K.:s
fiscal note H4 319136 -31.913.6 -31.913.6 -51.913.6 -31.913.6 -31.913.6

ARM Board Custody and Management
Fees liscal note i(5 31.913.6 31.9:3.6 31.913.6 31,913.6 31.913.6 31.913.6



FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Bill Version:
(H) Publish Date:

Dept. Affected:
'RDU

Revision Date/Time (Note if correction):

Title "An Act relating to the teachers and pu

Component
Sponsor Senate Finance Committee
Requester Senate Finance Committee Component No.

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

Fiscal Note Number:

REPORTED OUT

MAY 1 3 2Qp5
66141 Pctﬂ_écy?‘ rtret.

®PENAT-E riNANGC.
COMMITEE

HCS CSSB 141 (FIN)
5/2/2005

Administration

(Thousands of Dollars)

OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
FUND CAPITALIZATION 0.0
CHANGE IN REVENUES { }
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
0.0

Estimate of any current year (FY2005) cost:

Mark this box (X) if funding for this bill is included in the Governor's FY 200G budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary')

These costs are not costs necessary to implement this legislation and can be funded through the regular

budget mechanisms.

Prepared by House Finance’ Committee

Division

Rep Mike Chennult. Co-Chair House Finance
Rep Kevin Meyer. Co-Chan Hour.c* Finance

Approved by.
Agency

iW jrd UWIUM CMIi

Phone <565-6619
Dale/Time 5/2/05 12 26 PM

Date 5/2/2005
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number. 10

2005 LEGISLATIVE SESSION Bill Version: HCS CSSB 141(FIN)
(H) Publish Dale: 5/2/05

Revision Dale/Time (Not if correction): Dept. Affected: Administration

Title An Act relation to TRS and PERS creatmo a 'RDU Centralized Admmistrive Services

defined contribution and health reimbursement plans Component Retirement and Benefits

Sponsor "enate Finance Committee

Requester Senate Finance Committee Component No. 64

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FYy 2111
Personal Services 276.5 227.5 163.1 163.1 163 1 163 1
Travel 37.5 17 5 3.5 5.0 5,0 5.0
Contractual 657 0 327.0 352.0 397.0 397.0 397.0
Supplies 18.0 50 5.0 50 5.0 5.0
Equipment 30.0

Land Z Structures
Grants S Claims

Miscellaneous (Board Restructure) (125) (41.5) (41.5) (41.5) (41.5) (41 5)
TOTAL OPERATING 1,016.5 535.5 482.1 528.6 528,6 528.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)

i002 Federal Receipts

1003 GF Match

1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0

1005 GF/Program Receipts

1037 GF/Mental Health

1029 PERS (2 0) (4.1) (4.1) (4 1) (4.1) (4.1)

1054 TRS (10.5) (37 4) (37 4) (37 4) (37.4) (37.4)

Other (Specify Type--Do not abbreviate) 130.9 285.0 427.6 570.1

TOTAL 1.016.5 535.5 482.1 528.G 528.6 528.6

Estimate of any current yc.r (FY2005) cost: co
Check this box (X) if fundino for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-time 2 2 2 2 e
Part-time 0

Temporary 2

ANALYSIS: rAf.'acli a zt-parale page if necezzonl
This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for

new employees of the PERS and TRS hired after the effective dale of July 1, 2005 As the new plan
significantly differs from the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, train staff,
employer contacts and new members create- new employee benefit education methods on the web, benefit
seminars and one on one appointments, and to contract for financial planning services for members of the
new plan The fiscal note assumes fund manager fees custody, and record keeper's individual account fees
are separate It furfher assumes that cost reductions for the PERS ar.d TRS Boards will be partially offset by
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted by the
boards.

Phone 465-4408

Piepart-d by Melanie Millhorn. Director
Da'o/Time 4/22/05 3 29 PM

P, vision Retirement and Bene Ms

Date 4/22/2005

Approved by: Mike Tibbies, Deputy Commissioner
«gency De”ailment of Administration
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FISCAL NOTE #10

STATE OF ALASKA HILL NO. HCSCSSB k i (FIN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

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

PERSONAL SERVICES:

1- Non Perm Analyst-Pgmr Ill - DC-Benefits Sys - R 15 64.4 64.4 64.4 64.4
1-Accountant Il - Range 16 52.0 52.0 52.0 52.0
1- R&B Tech I/l - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 227.5 153.1 153.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 2.5 35 5.0
37.5 17.5 3.5 5.0
CONTRACTUAL:
Communications S Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FYO0S) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Mana  nent 15.0 5.0 5.0 0.0
Employee financial p mning services 150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0
SUPPLIES' Office supplies, calculators, desk-top software 18.0 5.0 5.0 5,0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,
telephone, set-up costs 30.0 0.0 0.0 00
MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)
Eoard Member Election 2005/2008 0.0 0.0 0.0 0.0
Board Training -15.0 -15.0 -15.0 -15,0
-40.5 -40.5 -40.5 -40.5

Board Attorney

Travel Members/Staff -24.0 -24.0 -24.0 -24.0
Honoranum/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Hearmgs-Office of Administrative Hearings 116.0 87.0 87.0 87.0
-12.5 -41.5 -41 5 -41 5

TOTAL 1,016.5 535.5 482.1 528.6

The above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined
;Benefit plans, and the present DC plans, SBS and DCP are legally separate from the intended plan It is assumed that
Dy FY200B. as more employees are hired into the new tiers, that program costs will be funded through an assessm nt
on DC accounts, similar to the SBS program currency in place. General funds will be reduced 25% per year from

FY2008-2011

Hie new plan effective date is July 1, 2005, Therefoie, startup costs will start in FY 05. The startup costs are not costs
of the PERS and TRS Defined Benefit plans Tiers 1, 2, and 3 are logically related; however, tier 4 PERS and Tier 3
TRS would not be The purpose of the bill is to separate the DB and DC side A legal opinion was sougfit to determine
how the funding and accounting needs to occur for the new DC plan,

Page 20f 2



REPORTED OUT

FISCAL NOTE VAV | 3 2005
iVtMc
PCNATE FINANCE*
STATE OF ALASKA Fiscal Note Number: 11 QpMMITEE
2005 LEGISLATIVE SESSION Bill Version: HCS CSSB 141(FIN)
(H) Publish Date: 5/2/05

Revision Date/Time (Note if correction): Dept. Affected: Administration
Tit'e An Act relation to TRS and PERS creatino a 'RDU Centralized Administrive Services
defined contribution and health reimbursement plans. Component Retirement and Benefits
Sponsor Senate Finance Committee
Requester Senate Finance Committee Component No. 64
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 276 5 221.5 163.1 163.1 163.1 163.1
Travel 37.5 175 3.5 5.0 5.0 5.0
Contractual 657.0 327.0 352.0 257.0 357.0 397.0
Supplies 18.0 5.0 5.0 5.C 5.0 5.0
Equipment 30.0
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure) (12 5) (41.5) (41 5) (41.5) (41.5) (41.5)

TOTAL OPERATING 1,016.5 535.5 482.1 528.6 528.6 528.6
CAPITAL EXPENDITURES I
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0
1005 GF/Piogra ri Receipts
1037 GF/Mentai Health
1029 PERS (2.0) (4.1) 4.1 (4.1) 41 (4.1,
1034 TRS (10.5) (37.4) (37.4) (37.4) (37.4) (37.4)
Other (Specify Type-Do no! abbreviate) 130.9 285.0 427.6 570.1

TOTAL 1,016.5 535.5 482.1 528.6 528.6 528.6

Estimate of any current year (FY2005) cost: 00
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:
POSITIONS
Full-time i. o 2 2 2
Part-time 0 0 0
Temporary 3 2 1

ANALYSIS: (Attach a leparate page //necessary/
This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for

new employees of the PERS and TRS hired after the effective date of July 1, 2005. As the new plan
significantly differs from the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, "rain staff,
employer contacts and new members, create new employee benefit education methods on the web. benefit
seminars and one on one appointments, and to contract for financial planning services for members of the
new plan The fiscal note assumes fund manage fees, custody, and record Keeper’'s individual account fees
aie sepaiate It further assumes that cost reductions tor the PERS and TRS Boards will be partially offset b
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted by the

boards
Phone 465-4<-.0S

Prepared by: Melanie Millhorn, Director
Date/Time 4/22/05 3 2D PM

Division Retirement and Benefits

Appioved by Mike Tibbies. Depuly Commissioner Date 4/22/2005

Agency Department ol Administration

U0J". X>40Mt! Page 1of 9



FISCAL NOTE #11

STATE OF ALASKA HILL NO. HCS CSSB 1L(FIN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

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

PERSONAL SERVICES:

1- Non Perm Analyst-Pgmr lll - DC-Benefits Sys - R 16 64,4 64.4 64.4 64.4
1-Accountant Il - Range 16 52.0 52.0 52.0 52.0
1- REB Tech I/l - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 227.5 163.1 163.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 ocC 0.0
Tegional Counselor travel 0.0 25 3.5 5.0
375 17.5 3.5 5.0
CONTRACTUAL:
Communications £ Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0
SUPPLIES. Office supplies, calculators, desx-top software 18.0 5.0 5.0 5.0
EQUIPMENT; Workstafion £ cubicle, chairs, file cabinets, computers,
telephone, set-up costs 30.0 0.0 0.0 0.0
MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)
Board Member Election 2006/2008 0.0 0.0 0.0 0.0
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel Members/Staff -24 0 -24 0 -24 0 -24.0
Honororium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20 0 -200
Disability Hearings--Office of Administrative Hearings 1160 87.0 87.0 87.0
-12,5 -41.5 -41.5 -41 5
1,016.5 535.5 *02.1 528 6

TOTAL

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

FY2008-2011

The new plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05 The startup costs are not costs
of the PERS and TRS Defined Benefit plans. Tie's 1, 2, and 3 are logically related; however, tier 4 PERS and Ticr 3
TRS would not be. The purpose of the bill is to separate the DB and DC side. A legal opinion was sought to determine
how the funding and arcounting needs to occur for the new DC plan

Page 2 of 9



M - X Qe UHHS U

t IX L-t I\ 600 University Stroct. Suite 3200
HumanResource Consulting Searte, wa ssioi-3137
205 805 8300 Fa* 20E 362 0527

Memo

To: Melanie Millhorn

Date: May 2. 2005

From: Sam Martin

Subject: AS 24.08.036 Fiscal Notes on Bills Affecting State Retirement

Systems, requires an additional analysis of the long term and short
term costs to the state if a bill is adopted, as well as the impact of the

bill on the actuarial soundness of the funds.

As compared to the current PERS and TRS plan:. Mouse CS ter CS for Senate Bill Number 141
(STAj Version X, will serve tc significantly reduce the volatility of future costs associated with
new hires, and the employer contribution rates for these r.cw lures will be more predictable. Tne
bill will have no negative impact on the actuarial soundness of the systems.

The major cost components ~s amended by Mouse Finance include the following:

¢« S% Employee contribution amount for PERS police and firefighter and "ail others" and 'IRS
- 510DC

e 2.5% Health Reimbursement Arrangement

» 2.5% Medical Claims*

¢ Death and disability benefits for all PERS members in accordance with current statute

provisions

* Note: House Finance adopted a modified |,c: medical plan that includes prc*G5 and post-65
medical coverage. Based on the changes made from the original aicdicalTier design a
preliminary estimate would be between 2.5% and 3.75% It is anticipated under the House
Finance mcdicai component mat there may be an offsetting savings to the initial projection ol
3.75%. A follow-up analysis will be foillicoming to confirm the amount.

. u anmt.y»»— M»y ime MM*mM

[tCS CSSB 141 (FIN)»FN #11

Pago 3 0of 9



HCS CSSB 141 (FIN) - FN #11

Vnluation Results
1.5(c) Actunrial Projections - Effect of Economic Scenarios (continued)
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HCS CSsSB 141 (FIN) - FN //11

Valuation Results
1.5(c) Actuarial Projections - Effect of Economic Scenarios (continued)
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CONCEPTUAL
AMENIENT

OFFERED IN FREE CONFERENCE COMMITTEE
TO: I-ICS CSSB 141(FIN) am IT, version R.A BY p

Part 1
Effective date: Sections 32, 67, 79, and 120 of this Act take effect July 1 2006.

1 Section 32 is the Defined Contribution Plan under AS 14.25.

2. Section 67 amends AS 39,30.090, procurement of group insurance, to include the new
medical benefits sections of the Defined Contribution Plans under AS 14.25 and AS

39.35.
3. Section 79 is the new Health Reimbursement Arrangement Plan for members of the
Defined Contribution Plans.

4. Section 120 is the Defined Contribution Plan under AS 39.35.

Legal Services should make all conforming changes to other sections in the bill that reference
sections 32, 67, 79, and 120. All other sections of this Act, except for those specified above
and those contained in sections 146 and 147 on page 120, arc effective July 1. 2005.

Part 2
Delete the sunset provision and the employee option to choose either the DB or DC plans.

Page 115, lines 13-29:

Delete all material.

Renumber the following bill sections accordingly.

Part 3

Delete the conditional retroactivity clause. The delayed effective date ol the new Defined
Contribution Plans makes the retroactivity clause unnecessary.

Page 120, lines 20-25:

Delete all material.

Renumber the following bill sections accordingly.



Part 4

AS 14.25.540 and AS 39.35.940: Transfer into defined contribution plan by nonvestcd
members of defined benefit retirement plan.

The language in these sections needs to be clarified so that only the pre-tax contributions paid
by a member into their individual account under the defined benefit plan, and the associated
years of membership service, are eligible for transfer into the defined contribution plan.

This clarification is necessary to ensure the plans maintain compliance with the federal tax
code, because after-tax contributions may not be made into a pre-tax contribution account.

Legal Services may change, or add to, the language of AS 14.25.540 and AS 39.35.940 to
make this clarification.



SB 141
Free Conference Committee
5/13/2005

SUBJECT: <c>6 141
Yea
Representative Kerttula

Senator Elton
Representative Hawke/”?

Senator Wilken ix"

Representative Kelly vX
Senator Stedman ot>\.

total 4

Nay

Abstain
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AMIINDM v NT <sdopired

OFFERED IN FREE CONFERENCE COMMITTEE BY - - u)\ \Coj1n
TO: IICS CSSB 141 (FIN) am IT, version R.A

Page 41, line S:
Delele: *“health”

Page 43, following line 23:

Insert new section to read:
“*Sec .AS 14.40.671 is amended by adding a new subsection to read:

(h) Notwithstanding (b) of this section, the university may offer an employee
who made an election not to participate in an optional university retirement program at
the time the employee was eligible to participate in the program, an option to enroll in
a different university retirement program first established by the university after the

effective date of this subsection.”

Page44, line I
Insert a new section to read:
“*Sec .AS 14.40.691(c) is amended to read:

(o) The board may specify that contributions requited by this section are made
by a reduction in salary under 26 U.S.C. 403(b) or 26 U.S.C. 414(h)(2) (Into nai
Revenue Code)."

Explanations:
Page 41 -The University does not currently provide health coverage in its defined contribution

program and the effect of leaving this in would require that this expensive accommodation be
made. The UA designs programs appropriate for its employees based on market conditions
necessary to keep competitive in recruitment and ictenlion of faculty and staff.

Page 43 - This section will allow the University to open a defined contribution program to
employees who may not have selected the option tojoin ORP when it was first offered. When
the ORP program was established, there was a one-time, irrevocable opportunity to elect
participation. Many employees who elected not to participate would now like a second change

to elect a defined contribution program.

Page 44 - This language is necessary for the ORP program to be in compliance with Internal
Revenue (.’ode.



SB 141
Free Conference Committee
[tf/2005

SUBJECT: ‘cfS \4\ 2.
Yea Nay Abstain
Representative Kerttula
Senator Elton ofcydtei cy)y>
Representative Hawker
Senator Wilken
Representative Kellyroood
Senator Stedman

total



CONCEPTUAJ.
AMENIENT

OFFERED IN FREE CONFERENCE COMMITTEE
TO: HCS CSSB J41(FIN) am II, version R.A BY ~ P W

Part 1 <Z,Cof
Effective date: Sections 32, 67, 79, and 120 of this Act take effect July [,-20W.

1 Section 32 is the Defined Contribution Plan under AS 14.25.

2. Section 67 amends AS 39.30.090, procurement of group insurance, to include the new
medical benefits oections of the Defined Contribution Plans under AS 14.25 and AS

39.35.

3. Section 79 is the new Health Reimbursement Arrangement Plan for members of the
Defined Contribution Plans.

4. Section 120 is the Defined Contribution Plan under AS 39.35.

Legal Services should make all conforming changes to other sections in the bill that reference
sections 32, 67, 79, and 120. All other sections of this Act, except for those specified above
and those contained in sections 146 and 147 on page 120, arc effective July 1 2005.

Delete the sunset provision and the employee option to choose either the DB or DC plans.
Page 115, lines 13-29:
Delete all material

Renumber the following bill sections accordingly.

Delete the conditional retroactivity clause. The delayed effective date of the new Defined
Contribution Plans makes the relroaclivitv clause unnecessary.

Page 120. lines 20-25:

Delete all material.

Renumber the following bill sections accordingly.



Part 4

AS J4.25.540 and AS 39.35.940: Transfer into defined contribution plan by nonveslcd
members of defined benefit retirement plan.

The language in these sections needs to be clarified so that only the pre-tax contributions paid
by a member into their individual account under the defined benefit plan, and the associated
years of membership service, are eligible for transfer into the defined contribution plan.

This clarification is necessary to ensure the plans maintain compliance with the federal tax
code, because after-tax contributions may not be made into a pre-tax contribution account.

Legal Services may change, or add to, the language of AS 14.25.540 and AS 39.35.940 to
make this clarification.



SB 141
Free Conference Committee

6 /15/2005

SUBJECT: e>6 141 & \ idsrsS
Yea Nay Abstain
Representative Kerttula
Senator Elton-mojed
Representative Hawker
Senator Wilken K
Representative Kelly
Senator Stedman-ofcn.

total <Z 4 -



SB 141

Free Conference Committee

*0/13/2005

SUBJECT:

Representative Kerttula
Senator Elton ob\.
Representative bfawker
Senator Wilken
Representative Kelly
Senator Stedman

Clcwimttc

Yea

Nay

I/

Abstain



9a

9
9c

Employee Contribution
Rates

Employer Contribution
Rates

A

Items highlighted in
green were adopted

DC RETIREMENT
ACCOUNT
Benefit Formula

Free Conference Committee Report for Senate Bill

CS for Senate Bill 141(FIN)

12.5% per year to DC account +

investment earnings.

CONTRIBUTION DETAILS

DB Plan: TRS 8.65% or 1/2 of the
normal cost rate. PERS: 6.75% and
7.5% (Police/Fire) or 1/2 of the
normal cost rate. Maximum increase
of ,5% (50 basis points) per year.

DB Plan: 50% of normal cost plus
past service cost. May not be less

ban total normal cost after

subtracting the member contribution.

DC Plan:
contribution:

¢+ 450%
¢ 175%
¥ 2.00%

8.25%

Prepared by FCC on SB 141

8.25% employer

to DC account
to Medical
toHRA

Total

C

Page, Line (or

D

HCS for CS Senate Bill 141(FIN)

Sec.) am H
P 16. L 8 and 13% per year to DC account +
P82.L6 investment earnings.
P 7, Sec. 7-8 DB Plan: All changes eliminated.
and P 68-69, Existing employee contribution rates
Sec. 07-88 remain unchanged.
P 7-8. Sec. 9- DB Plan: Employer cost is the
10 and P 71- difference between the actuarially
72. Sec. 95-96 calculated cost (normal rate + par'
service rale) less the member
contribution rate, but may not be less
than 11% for TRS and 10% for
PERS.
P 16. Ls 8&10 DC Plan: 10.00% employer
and P 82.Ls contribution:
6&0; P 58. L
10 + 5.00% to DC account
+ 2.50% to Medical
» 2.50% to HRA
10.00% Total
May 1X 2005

141

E

Page,Line(or
Sec.)

P 16. L25 + P

17. L15 and P

85, L30+P
86. L 19

P 7. Sec. 7-8
and P 73-74.
Sec. 93-94

P17, L 15&
17: P61.L8;
and P 86. L 19

& 21

FCCS for Senate Bill 141

House: 13% per year to DC account
+ investment earnings.

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

Amended: Employer cost is the
difference between the actuarially
calculated cost (normal rate + past
service rate) less the member
contribution rate. May not be less
than the normal cost rate less
member contribution rate.

House DC + Senate Medical + New
HRA D/D Bens:

+ 500%
+ 1.75%
¢+ 3.00%
¢ 35%

10.10%

to DC account
to Medical

to HRA

to D/D Benefits
Total

lal?



10

12

14

Free Conference Committee Report for Senate Bill 141

A B

Items highlighted in
green were adopted

CS for Senate Bill 141(FIN)

MEDICAL PROGRAM

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

Medical Benefits

Not requiied to retire directly from
the system.
No nre-Medicare cost sharing.

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

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

Retiree and survivors pay full
premium until Medicare eligible.

Prepared by FCC on SB 141

C D E
Page, Line(o HC3 for CS Senate Bill 141(FIN) Page, Line (oi FCCS for Senate Bill 141
Sec.) am H Sec))
P 26, Ls 3-6  Must retire directly from system for P 27, Ls IQ- Amended: Must retire directly from
and P 92, Ls 1 access to medical coverage. 23 and P 96, L system for acess to medical
5 Access to medical coverage at 18 thru P 97, cove.rage. Age/Service .
"normal retirement age” (60 months L2 requ.lrement's:- "normal retirement" at
prior to Medicare eligible age) with 10 Medicare eligible age (currently 65)
years of service: or at any age with with 10 years of service: or at any
25 years for P/F or 30 years all agfe aftgr (_l) 25 years for peace
others. officer/firefighter, or (2) 30 years for
all others.
Upon reaching normal retirement P 28, L 31 thru Senate: No pre-Medicare cost
age, employer pays a defined dollar P 29. L 7; and sharing.
subsidy of medical premium: 30% for P 98, Ls 15-22
10 years of service, incremented by
3% each year. Maximum subsidy is
9070 for 30 years or more. Employer
share of health cost growth is capped
at 5% annually, so retiree pays the
balance of growth.
P 27, Ls 18-2b At Medicare eligible age, the medical P 29, Ls 16- Senate: Retiree share of medical
and P 93, Ls program changes to a percent 24; and P 98, premium at Medicare eligible age
17-27 contribution by the retiree and the L 31 thru P99, based on years of service:
grgwth cop is lilted so the system and L8 +  10-14 years = 30%
retiree share the growth cost. + 15-19 years = 25%
+ 10-14 years = 30% + 20-24 years = 20%
+ 15-19 years = 25% + 25-29 years = 15%
+ 20-29 years = 20% => 30 years =10%
=> 30 years =10%
P 27, Ls 16-17 'Early retirees" (meets service but P 27, Ls 16-17 Senate: Retiree and survivors pay
and P 93, Ls lot age requirements) and survivors  and P 93,Ls fuil premium until Medicare eligible.
15-16 pay full premium until normal 15-16
retirement age.
May 13 2005 20f7



A

Items highlighted In
green were adopted

Deferral of Election to
Partlcpate in Medical
Plan

14a

Occupational Disability
Benefit
15

Occupational Death
Benefit
16

Health Reimbursement
17 Arrangement (HRA)

18

19

Free Conference Committee Report for Senate Bill 141

CS for Senate Bill 141(FIN)

An eligible person must make the
irrevocable election to participate or
not participate in the retiree major

medical insurance plan by the age of

70 1/2 or upon termination of
employment, whichever is later.

None.

None.

Employer contributes 270 of annual
average employer’s group
compensation.

HRA can be used even if not
participating in State’s medical
insurance plan and vice versa, you
can participate in the medical
nsurance plan and not use the HRA,

Employee forfeits rigtits to HRA if
terminating before 10 years of
service. Employee can return to a
larlicipating employer within 5 years,
and have account balance restored

without interest or other adjustment.

Prepared by FCC on SB 141

C

Pago, Line (or

D

HCS for CS Senate Bill 141(FIN)

Sec.) am H
P 26, Ls 18- Deleted.
20; and P 92,
Ls 17-19

A public employee shall receive a
pension benefit if a disabling injury
occurs on the job.
A surviving spouse of an employee
killed in the line of duly shall receive
a pension benefit.

P 58,1 10 Employer contributes 2.5% of annual
average employer's group
compensation.

P 26, Ls 13- Deleted.
17; and P 92.
Ls 12-16
P 58, Ls 15-21 Employee forfeits rights to HRA if

terminating before 10 years of
service. An employee can return to a
participating employer - without time
imitation - and have account
balance restored with interest.

May 13. 200b

E

Page, Line (or
Sec.)

P 100, L 7 thru
P 102, L 29

P 102,L 30
thru P 104, L 6

P61,L8

P61, Ls 17-20

FCCS for Senate Bill 141

Senate: An eligible per in must
make the irrevocable ele. ion to
participate or not participate in the
retiree major medical insurance plan
by the age of 70 1/2 or upon
termination of employment,
whichever is later.

House +; A public employee shall
receive a pension benefit if a
disabling injury occurs on the job.
Separate calculations for P/F and
"others”.

House +: A surviving spouse of an
employee killed in the line of duty
shall receive a oension benefit.
Separate calculations for P/F and
“others”.

Amended: Employer contributes
3.0% of annual average employer's
group compensation.

Senate: HRA can be used even if
not participating in State’s medical
insurance plan and vice versa, you
can participate in the medical
insurance plan and not use the HRA.

Amended: Employee forfeits rights
to HRA if terminating before 10 years
of service. An employee can return
to a participating employer by Dec.
31st of the year in which age 65 is
reached. Account balance restored
at time of termination phis inflation
atrale of Anchorage CPI.

30f7



A

Items highlighted in
green were adopted

20 RETIREMENT BOARDS
Board Members

21

Board Terms
22

22a

Board Duties

23

Free Conference Committee Report for Senate Bill 141

CS for Senate Bill 141(FIN)

Nine trustees appointed by the
Governor:

Commissioner of Admin
Commissioner of Revenue

3 AK residents, non-beneficiary
1 finance officer of municipality
1 finance officer of school disl
1 PERS members

1 TRS members

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

nitial staggered terms ut trustees of
the ARMB, who are not
commissioners, set in the manner
irovided for nine-member boards by
AS 39.05.055(7).

None.

Prepared by FCC on SB 141

C

Page, Line (or
Sec))

P 46, Ls 14-31

P47, Ls 1-4

P 105, Sec.
132

D

HCS for CS Senate Bill 141(FIN)
am H

Nine trustees appointed by the
Governor. The PERS/TRS members
shall be selected from a list of three
nominees submitted by the
appropriate bargaining units.

Commissioner of Admin

Commissioner of Revenue

1 AK resident, non-beneficiary

1 finance officer of municipality

1 finance officer of school dist

2 PERS members

2 TRS members

Six year terms, r.oximum of two
consecutive terms. One year break
required.

Additional language that the terms of
the two finance officers and 4
PERS/TRS members are staggered
three years apart from the terms of
their counterparts.

Added requirement lor ARMB to
annually evaluate that employer rate
for medical insurance is sufficient to
cover projected costs.

May 13 2005

E
Page, Line (or

Sec.)

P 48, L 12 thru
P49, L3

P 49, Ls 4-7

P 115-116,
Sec. 134

P 51, Ls 7-14

FCCS for Senate Bill 141

House Amended: Nine trustees
appointed by the Governor. The
PERS/TRS members shall be
selected from a list of four nominees
submitted from among the
appropriate bargaining units by a
reasonable date certain.

Commissioner of Admin

Commissioner of Revenue

2 AK resident, non-beneficiary

1 muni or SD finance officer

2 PERS members

2 TRS members

Amended: Four year staggered
terms, unlimited, no break
required.

House Amended: Initial staggered
terms of trustees of the ARMB. who
are not commissioners, set in the
manner provided for seven-member
boards by AS 39.05.055(5).

A litional language that the terms of
the 4 PERS/TRS members are
staggered two years apart from
the terms of their counterparts.

Senate: None.

4 0of 7



24

25

26

27

28

29

A

Iltems highlighted In
green were adopted

Board Compensation

CHANGES TO EXISTING
RETIREMENT PLANS

Ad hoc PRPAs

Conditional Service
Retirement Benefits

Medical Benefits under
AS 14.25.168 and AS
39.35.535(a)

Free Conference Committee Report for Senate Bill 141

CS for Senate Bill 141(FIN)

‘one.

$150 honorarium per day including
travel days, plus per diem

Defined "financial condition of the

C

Page, Line (or
Sec.)

P 50, L 15

P 11 Sec. 17-

retirement fund" for ad hoc PRPAs as 18, and P 77

110% ratio of assets to liabilities (see
Editor's notes under AS 14.25.143 &
AS 39.35.483)

Changed the credited service
requirement to 120 days for
legislative employee under AS
39.35.385(f).

None.

Prepared by FCC on SE 141

Sec. 113

P 76-77, Sec.
111

D

HCS for CS Senate Bill 141(FIN)
am H

Added duty that the board assist the
retirement system administrator in
prescribing policies for the operation
of the retirement system.

$400 honorarium per day, plus per
diem.

Changed fund ratio to 105%.

Deleted.

This section repealed and reenacted
to close loophole on coverage for
second families that had no
relationship to the retiree before the
retiree died.

May 13 2005

E

Page, Line (or
Sec.)

P 50, Ls 10-12

P 50, L 15

P 11 Sec. 17-
18.and P 77
Sec. 113

P 76-77, Sec.
111

P 11-12, Sec.
19; and P 80-
81, Sec. 114

FCCS for Senate Bill 141

House: Added duty that the board
assist the retirement system
administrator in prescribing policies
for the operation of the retirement
system.

House: $400 honorarium per day,
plus per diem.

House: Changed fund ratio to
105%.

House: Deleted.

House: This section repealed and

reenacted to close loophole on
coverage for second families that had
no relationship to the retiree before
the retiree died.

50f 7



Free Conference Committee Report for Senate Bill 141

A B

Items highlighted in

CS for Senate Bill 141(FIN)
green were adopted

University of Alaska Changed AS 14.40.661-14.40.799

Optional Retirement

Program to design both optional and
mandatory retirement programs for
future University employees.
Specifies the University's retirement
programs are not subject to collective

%0 bargaining. Also provides a one-time
option for current employees who
chose to participate in PERS or TRS
to transfer into the existing optional
retirement program.

1 OTHER BILL

COMPONENTS
Penalty for False No change from existing statute.
Statements
AS 14.25.210
32

Definition of "teacher" AS No change from existing statute.

14.25.220 (DB plan) and

43 AS 14.25.500 (DC plan)

Cost Saving Measures in None.

Retiree Health System
34

None.

35

Prepared by FCC on S3 141

D

Page, Line (or HCS for CS Senate Bill 141(FIN)

am H

P 38, Sec. 35 Removed the provision that the
giving the Board of Regents flexibility thru P 42, Sec University may create a mandatory

retirement plan.

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

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

Added new statutes ihat R&B
mplement by regulation cost-saving
measures in the retiree health caie
system

Requires annual report to legislature
by R8B on implementation of cost-

saving measures.

Mny 13. 7005

E

Page, Line (or
Sec.)

P 41. See. 35
thru P 45, Sec
50

P 13, Sec. 25

P 14-15, Sec.
30; P39, L28
thru P40. L 1

P 30, Ls 14-22

P 118. Sec
141

FCCS for Senate Bill 141

House Amended: Added provision
for the University to open a defined
contribution program to employees
who may not have selected
participation in the Optional
Retirement Program (ORP) when it
was first offered. Also made two
technical changes: (1) deleted
"health” from the list of benefits the
University can offer; and (2) added
reference to 26 USC 403(b) under
"contributions” to bring the ORP into
IRC compliance.

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

Senate: No change from existing
statute.

Senate: None.

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

Gol /



Free Conference Committee Report for Senate Bill 141

A B C D E
Items highlighted in CS for Senate Bill 141(FIN) Page, Lino (or HCS for CS Senate Bill 141(FIN) Page, Line (or FCCS for Senate Bill 141
green were adopted Sec.) am H Sec.)
Conditional Retroactivity None. Added conditional language that P 120, Sec. Semite: None. The retroactive
36 makes the effective date retroactive 145 clause is not needed because of the
to July 1, 2005. delayed implementation dale.
-Q-vvnal/Td
Sunset None. Added sunset provision to repeal the P 115, Sec. Amended: Delay implementation
delined contribution plan on June 1, 132-133 date of placing new employees into a
37 2006 unless legislation amending the defined contribution retirement plan
PERS or TRS statutes is enacted by to July 1, 2006.

fivyAC/jdnryOijltr 1 Sept. 30. 2006.
Employees hired on or after July 1, P 15, L 15 thru Senate. None.

Choice of Retirement None.

Plans 2005 have 30 days to choose either P 16, L 2; and
the defined benefit plan or the P 84, L 20 thru
defined contribution plan. If an P85 L7

38 employee fails to make an election

within the 30 days, they are defaulted
to the defined contribution plan.
MIyYTOITd rv/A't'M

39 Fiscal Notes 1-11 FNs 1-8 FNs 1,3-7, 9, 11 House: FNs 1,3-7,9,11

Prepared by FCC on SB 141 May 13. 2005 7of7



9a

9b
9c

A

Items highlighted in
green were adopted

DC RETIREMENT
ACCOUNT
Benefit Formula

CONTRIBUTION DETAILS

Employee Contribution
Rates

Employer Contribution
Rates

Adopted by SB 141 Conference Committee with Limited Free Powers

CS for Senate Bill 141(FIN)

12.5% per year to DC account +
investment earnings.

DB Plan: TRS 8.65% or 1/2 of the
normal cost rate. PERS: 6.75% and
7.5% (Police/Fire) or 1/2 of the
normal cost rate. Maximum increase
of .5% (50 basis points) per year.

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

DC Plan: 8.25% employer
contribution:

to DC account
to Medical

lo I IRA
Total

+ 4.50%
+ 1.75%
+ 2.00%

8.25%

Prepared by CC on SB 141

C

Page, Line (or
Sec.)

P 16, L 8 and
P82 L6

P 7, Sec. 7-8
and P 68-69,
Sec. 87-88

P 7-8. Sec. 9-
10 and P 71-
72, Sec. 95-96

P 16. Ls 8&10

and P 82,Ls

68.8; P 58, L
10

D

HCS for CS Senate Bill 141(FIN)
am H

13% per year to DC account +
investment earnings.

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

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

DC Plan: 10.00% employer
contribution:

+ 5.00% to DC account

+ 2.50% to Medical

+ 2.50% to HRA
10.00% Total

May 10. 2005

E

Page, Line (or
Sec.)

P16, L25 + P

17, L15and P

85, L30+P
86. L 19

P 7, Sec. 7-8
and P 73-74,
Sec. 93-94

P17.L158
17; P61, LS
and P 86, L 19

8 21

CC on SB 141 with Limited Powers

House: 13% per year to DC account
+ investment earnings.

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

Amended: Employer cost is the
difference between the actuarially
calculated cost (normal rate + past
service rate) less the member
contribution rate. May not be less
than the normal cost rate less
member contribution rate.

House DC + Senate Medical + New
HRA + D/D Lens:

+ 5.00%
+ 1.75%
+ 3.00%
+ .35%

10.10%

to DC account
to Medical
loHRA

to D/D Benefits
Total

lof7



A

Items highlighted in
green were adopted

10 MEDICAL PROGRAM

Medical Benefits

12

13

14

Adopted by SB 141 Conference Committee with Limited Free Powers

CS for Senate Bill 141(FIN)

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

Not required to retire directly from
the system.
No pre-Medicare cost sharing.

Retiree share of medical premium at

Medicare eligible age based on years

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

Retiree and survivors pay full
premium until Medicare eligible.

Prepared by CC an SB 141

C

Page, Line (or
Sec.)

P 26, Ls 3-6
anJ P92,Ls
5

P 27, Ls 18-28
and P93,Ls
17-27

P 27, Ls 16-17
and P 93, Ls
15-16

May 10, 2005

D E

Page, Line (or
Sec.)

HCS for CS Senate Bill 141(FIN)
am H

CC on SB 141 with Limited Powers

P 27, Ls IQ- Amended: Must retire directly from
23 and P 96, L system for acess to medical
18 thru P 97, coverage. Age/Service
L2 requirements: "normal retirement" at

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

Must retire directly from system for
access to medical coverage.

Access to medical coverage at
"normal retirement age" (60 months
prior to Medicare eligible age) with 10
years of service; or at any age with
25 years for P/F or 30 years all
others.

P 28, L 31 thru Senate: No pre-Medicare cost
P 29, L 7; and sharing.

P 98, Ls 15-22

Upon reaching normal retirement
age, employer pays a defined dollar
subsidy of medical premium: 30% for
10 years of service, incremented by
3% each year. Maximum subsidy is
90% for 30 years or more. Employer
share of health cost growth is capped
at 5% annually, so retiree pays the
balance of growth.

P 29. Ls 16- Senate: Retiree share of medical
24; and P 98. premium at Medicare eligible age
L 31 thru P99, based on years of service:

At Medicare eligible age, the medical
program changes to a percent
contribution by the retiree and the

grgwth cap is lifted so the system and L8 +  10-14 years = 30%
retiree share the growth cost. +  15-19 years = 25%
+ 10-14 years = 30% + 20-24 years = 20%
+ 15-19 years = 25% + 25-29 years = 15%
+ 20-29 years = 20% => 30 years =10%

=> 30 years =10%

P 27, Ls 16-17 Senate: Retiree and survivors pay
and P 93, Ls full premium until Medicare eligible.
15-16

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

20of7



A

Items highlighted in
green were adopted

Deferral of Election to
Particpaie in Medical
Plan

1l4a

Occupational Disability
Benefit

15

Occupational Death
Benefit
16

Health Reimbursement
17 Arrangement (HRA)

18

19

Adopted by SB 141 Conference Committee with Limited Free Powers

CS for Senate Bill 141(FIN)

An eligible person must make the
irrevocable election to participate or
not participate in the retiree major
medical insurance plan by the age of
70 1/2 or upon termination of
employment, whichever is later.

None.

None.

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

HRA can be used even if not
participating in State's medical
insurance plan and vice versa, you
can participate in the medical
insurance plan and not use the HRA.

Employee forfeits rights to HRA if
terminating before 10 years of
service. Employee can return to a
inrticipating employer within 5 years,
and have account balance restored
without interest or oilier adjustment.

Propnrec] by CC Ol SR 141

C

Page, Line (0!

D

HCS for CS Senate Eill 141(FIN)

Sec.) am H
P 26, Ls 18- Deleted.
20; and P 92,
Ls 17-19

A public employee shall receive a
pension benefit if a disabling injury
occurs on the job.
A surviving spouse of an employee
killed in the line of duly shall receive
a pension benefit.

P 58, L 10 Employer contributes 2.5% of annual
average employer's group
compensation.

P 26, Ls 13- Deleted.
17; and P 92,
Ls 12-16
P 58, Ls 15-21 Employee forfeits rights to HRA if
terminating before 10 years of
service. An employee can return to a
participating employer - without lime
imitation -- and have account
balance restored with interest
May 10, 2005

E

Page, Line (0!
Sec.)

P 100, L 7 thru
P 102,L 29

P 102,L 30

thru P 104, L 6

P61,L8

P 61, Ls 17-20

CC on SB 141 with Limited Powers

Senate: An eligible person must
make the irrevocable election to
participate or not participate in the
retiree major medical insurance plan
by the age of 70 1/2 or upon
termination of employment,
whichever is later.

House +: A public employee shall
receive a pension benefit if a
disabling injury occurs on the job.
Separate calculations for P/F and
"others".

House +: A surviving spouse of an
employee Kkilled in the line of duly
shall receive a pension benefit,
Separate calculations for P/F and
"others".

Amended: Employer contributes
3.0% of annual average employer's
group compensation.

Senate: HRA can be used even if
not participating in Slate's medical
insurance plan and vice versa, you
can participate in the medical
insurance plan and not use the HRA.

Amended: Employee forfeits rights
to HRA if terminating before 10 years
of service. An employee can return
0 a participating employer by Dec.
31st of the year in which age 65 is
reached. Account balance restored
at time ol termination plus Inflation
atrate of Anchorage CPI.

3of7



A

Iltems highlighted in
green were adopted

20 RETIREMENT BOARDS

Board Members

21

Board Terms
22

22a

Board Duties

23

Adopted by SB 141 Conference Committee with Limited Free Powers

CS for Senate Bill 141(FIN)

Nine trustees appointed by the
Governor:

Commissioner of Admin
Commissioner of Revenue

3 AK residents, non-beneficiary
1 finance officer of municipality
1 finance officer of school disl
1 PERS members

1 TRS members

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

nitial staggered terms of trustees of
the ARMB, who are not
commissioners, set in the manner
provided for nine-member boards by
AS 39.05.055(7).

None.

Prepared by CC on SB 141

C

Fage, Line (or
Sec.)

P 46, Ls 14-31

P47, Ls 1-4

P 105, Sec.
132

D

HCS for CS Senate Bill 141{FIN)
am H

Nine trustees appointed by the
Governor. The PERS/TRS members
shall be selected from a list of three
nominees submitted by the
appropriate bargaining units.

Commissioner of Admin

Commissioner of Revenue

1 AK resident, non-beneficiary

1 finance officer of municipality

1 finance officer of school disl

2 PERS members

2 TRS members

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

Additional language that the terms of
the two finance officers and 4
PERS/TRS members are staggered
three years apart from the terms of
their counterparts.

Added requirement for ARMB to
annually evaluate that employer rate
for medical insurance is sufficient lo
cover projected costs.

May 10. 2005

E

Page, Line (or
Sec.)

P 48, L 12 thru
P49, L3

P 49, Ls 4-7

P 115-116,
Sec. 134

P 51. Ls 7-14

CC on SB 141 with Limited Powers

House Amended: Ninolrusle.es
appointed by the Governor. The
PERS/TRS members shall be
selected from a list of four nominees
submitted from among the
appropriate bargaining units by a
reasonable date certain.

Commissioner of Admin

Commissioner of Revenue

2 AK resident, non-beneficiary

1 muni or SD finance officer

2 PERS members

2 TRS members

Amended: Four year staggered
terms, unlimited, no break
required.

House Amended: Initial staggered
terms of trustees of the ARMB, who
are not commissioners, set in the
manner provided for seven -member
boards by AS 39.05.055(5).
Additional language that the terms of
the 4 PERS/TRS members are
staggered three years apart from the
terms of their counterparts.

Senate: None.
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24

25

26

27

28

29

A

Iltems highlighted in
green were adopted

Board Compensation

CHANGES TO EXISTING
RETIREMENT PLANS

Ad hoc PRPAs

Conditional Service
Retirement Benefits

Medical Benefits under
AS 14.25.168 and AS
39.35.535(a)

Adopted by SB 141 Conference Committee with Limited Free Powers

CS for Senate Bill 141(FIN)

None.

S150 honorarium per day including
travel days, plus per diem

Defined "financial condition cf the

C

Page, Line (or
Sec.)

P 50, L 15

P 11 Sec. 17-

retirement fund" for ad hoc PRPAs as 18, and P 77

110% ratio of assets to liabilities (see

Editor's notes under AS 14.25.143 &
AS 39.35.483)

Changed the credited service
requirement to "20 days for
legislative employee under AS
39.35.385(f).

None.

Prepared by CC on SB 141

Sec. 113

P 76-77, Sec.
111

D

HCS for CS Senate Bill 141(FIN)
am H

Added duty th it the board assist the
retirement system administrator in
prescribing policies for the operation
of the retirement system.

S400 honorarium per day, plus per
diem.

Changed fund ratio to 105%.

Deleted.

This section repealed and reenacted
to close loophole on coverage for
second families that had no
relationship to the retiree before the
retiree died.

May 10. 2005

E

Page, Lino (or
Sec))

P 50, Ls 10-12

P 50, L 15

P 11 Sec. 17-
18. andP 77
Sec. 113

P 76-77, Sec.
111

P 11-12, Sec.
19; and P 80-
81, Sec. 114

CC on SB 141 with Limited Powers

House: Added duty that the board
assist the retirement system
administrator in prescribing policies
for the operation of the retirement
system.

House: $400 honorarium per day,
plus per diem.

House: Changed fund ratio to
105%.

House: Deleted.

House: This section repealed and

reenacted to close loophole on
coverage for second families that had
no relalionship to the retiree before
the retiree died.
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A

Iltems highlighted in
green were adopted

University of Alaska
Optional Retirement
Program

30

2 OTHER BILL
COMPONENTS
Penalty for False
Statements

AS 14.25.210
32

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

a3 AS 14.25.590 (DC plan)

Cost Saving Measures in

Retiree Health System
34

35

Prepared by CC on SB 141

Adopted by SB 141 Conference Committee with Limited Free Powers

B C D

HCS for CS Senate Bill 141 (FIN)
am K

Page, Line (oi

CS for Senate Bill 141(FIN) Sec)

Changed AS 14.40.661-14.40.799 P 38, Sec. 35 Removed the provision that the
giving the Board of Regents flexibility thru P 42, Sec University may create a mandatory

to design both optional and 50 retirement plan.

mandatory retirement programs for

future University employees.

Specifies the University's retirement

programs are not subject to collective

bargaining. Also provides a one-time

option for current employees who

chose to participate in PERS or TRS

to transfer into the existing optional

retirement program.

No change from existing statute. Removed the existing language lhat
a person who knowingly makes a
false statement "forfeits all rights
under this chapter”. Language
conforms to PERS AS 39.35.670.

No change from existing statute. Adds AVTEC instructors to the
definition of "teacher" and "member"
for participation in TRS regardless of
whether the position requires a
certificate if the instructor is certified.

None. Added new statutes that R&B
mpleinenl by regulation cost-saving
neasures in the retiree health care
system.

None. Requires annual report to legislature
sy R&B on implementation of cost-
]saving measures.

May 10, 2005

E

Page, Line (or
Sec.)

P 38, Sec. 35
thru P 42, Sec.
50

P 13. Sec. 25

P 14-15, Sec.
30; P39, L28
thru P40, L 1

P 30. Ls 14-22

P 118, Sec.
141

CC on SB 141 with Limited Powers

OPEN

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

39.35.670.

Senate: No change from existing
statute.

Senate: None.

House: Requires annual report to

egislature by R&B on implementation
3f cost-saving measures.
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36

37

38

39

Adopted by SB 141 Conference Committee with Limited Free Powers

A B

Items highlighted in

green were adopted CS for Senate Bill 141(FIN)

Conditional Retroactivity None.

Sunset None.
Choice of Retirement None.
Plans

Fiscal Notes 1-11 FNs 1-8

Prepared by CC on SB 141

C

D E

Page, Line (or HCS for CS Senate Bill 141(FIN) Page, Line (or

Sec.)

am H Sec.)
Added conditional language that P 120, Sec.
makes the effective date retroactive 145

to July 1, 2005.

Added sunset provision to repeal the P 115, Sec.
defined contribution plan on June 1, 132-133
2006 unless legislation amending the

°ERS or TRS statutes is enacted by

Sept. 30, 2006.

Employees hired on or after July 1, P 15, L 15 thru
2005 have 30 days to choose either P 16, L 2; and
the defined benefit plan or the P 84, L 20 thru
defined contribution plan. If an P85 L7
employee fails to make an election

within the 30 days, they are defaulted

to the defined contribution plan.

FNs 1,3-7,9. 11

May 10, 2005

CC on SB 141 with Limited Powers

House: Added conditional language
that makes the effective date
retroactive to July 1, 2005.

OPEN

OPEN

House: FNs 1,3-7, 9. 11
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