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REFCRITED GUT

MAY 0 2 2007
FISCAL NOTE
SENATE FINANCE CC'MMITTEE
Fiscal Note Number: CSSB 125(FIN)-4-30-07

STATE OF ALASKA

2007 LEGISLATIVE SESSION Bill Version: CSSB125(FIN)
() Publish Date: 4/30/2007

Dept. Affected;

Revision Date/Time (Note if correction):

Title An Act relating to accounting and payment of RD'U Direct Appropriation to Retirement
contributions in the PERS and TRS delined benefit plans. Component
Sponsor Senate Rules Committee

Requester Governor _ Component No.

Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Personal Services 0.0 0.0 0.0 0.0 0.0 0.0

Travel 0.0 0.0 0.0 0.0 0.0 0.0

Contractual 193,113.2 218,287.0  236,058.0 227,873.0 221,067.0 204,207.0

Supplies 0.0 0.0 0.0 0.0 0.0 0.0

Equipment 0.0 0.0 0.0 0.0 0.0 0.0

Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0

Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0

Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 193,113.2 218,287.0  236,058.0 227,873.0 221,067.0 204,207.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 1 0.0 ! 0.0 0.0

CHANGE IN REVENUES ( ) ;

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0

1004 GF 153,113.2 218,287.0  236,058.0 227.873.0 221.067.0 204,207.0

1005 GF/Prograni Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0

Olher (Specify Type--Do not abbreviate) 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 103,113.2 218,287.0  236,058.0 227,873.0 221,067.0 204,207.0

Estimate of a™y current year (FY2007) cost: 0.0

Mark this b (X) if funding for this bill is included in tho Governor's FY 2008 budget proposal:

POSITIONS

Full-time

Pad-linie

Temporary

ANALYSIS: (Attach a separata page if necessary)

AS 24.08.036. Fiscal notes on bills affecting Slate retirement systems.
effect on the retirement systems of tho Slate is repotted to the Rules committee, there shall be attached to
the bill an analysis of tho long-term and short-term costs to the Stale if tho bill is adopted, as well as tho
impact of tho bill on the actuarial soundness of tho fund, The analysis is in addition to the fiscal note

requirements of AS 24.08.035.

Before a bill which would have an

Transforming the Public Employees’ Retirement System's (PERS) defined benefit plan to a cost share plan,
in and of itself, results in the State of Alaska as an employer saving m excess of $ 186,727,636 as the Slutu’s
current employer rate is higher (44.01%) than the proposed average rate (cost share rate) for the plan (22%).
The amount will be made up by a direct appropriation by tho Slate to tho retirement system.

Phono 405-4817
Dnlo/TImo 4/30/07 1.00 PM

Dalo 4/30/0/

Prepared by:  Patrick Shier. Director
Division Retiromont arid Benefits

Approved by:  Annotto Kroilyor. Commissioner
Agency Dopartmont of Administration
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB125(HN)
2007 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The bill also sets the cost share rate for the Teachers' Retirement System (TRS), already a cost share
system, at 12.56%. This represents a savings of 5269,914,245 to TRS employers which includes the
Universily of Alaska, school districts and regional education attendance areas. The amount will be made up

by a direct appropriation by the State to the retirement system.

The bill provides a "hold harmless" provision for PERS employers currently paying below the 22% le"el. The
stale will pay 55,385,372 to the retirement system to cover this differential. These employers are listjd in the

bill.

The bill also provides a "rebate" provision for FERS employers who have previously made additional
payments to pay down their share of the unfunded liability. The State will pay 57,194,207 to the retirement
system on behalfof these employers to recognize these previous payments. These employers are listed in

the bill.

On July 1 of each year the State of Alaska vail make a payment to the PERS and TRS that, when combined
with tho total employer contributions is sufficient to pay the system's past service liability at tho contribution
rate adopted by the Alaska Retirement Management Board.

A summary of the required appropriations for FY08 is listed below.

Stale of Alaska (as an employer) 22% rats included in agency budgets
TRS employers 12.56% rate included in formula funding

PERS employers additional approp. @32.5% 5180.5 million
*PERS employers below 22% "hold harmless" SG.4 million
'PERS employers "rebate" provision 57.2 million

TOTAL S193.1 million

The amount shown on the contractual line ($193,113.2) is mostly funded by tho 5180 million included in
HB95. An additional $12.6 million* will be necessary to lund the hold harmless and rebate provisions of the

bill.

If the FYO8 ARMB board-adopted rate for PERS remains at 39.76%, an additional appropriation of $123.2
million will also be required.

There is a separate appropriation for $270 million for TRS included in UB95.

Pane 2 of 2
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March 29, 2007

VIA EMAIL

Ms. Kathy | ea

Retirement Benefits Manager
State of Alaska

Department of Administration
Division of Retirement and Benefits
PO Box 110203

Juneau, AK 99811-0203

Re: PERS Analysis Request

Dear Kathy:

As requested, we have analyzed two scenarios regarding contributions to pay down the unfunded
actuarial accrued liability for the State of Alaska Public Employees' Retirement System (PERS).
Scenario 1 uses the annual required contribution rate in the 2005 valuation of 32.51% and level
percent of pay amortization going forward. Scenario 2 uses the funding rate adopted by the Alaska
Retirement Management Board (ARMB) of 39.76% and level dollar amortization going forward.

The unfunded actuarial accrued liability used in these calculations is based on the June 30, 2005
valuation results for PERS. The 2005 valuation results are the most recent projections that are
available. We will present the projections based on the 2006 valuation, including new assumptions

and methods at the June 2007 ARMB meeting.

We are using the assumption that PERS goes to a cost sharing plan and the employer contribution
rate for the DB and DCR plans is set in statute to be 22% of the total DB and DCR payroll. The
difference between the 22% of total payroll and the DCR contribution rate of 9.77% will go into the
DB plan The State of Alaska will pay the difference between contributions paid by employers and
the contributions needed to n. et the annual required contribution in the DB Plan.

Please see page 47 of our June 30, 2005 Experience Analysis report for our recommendation on the
use of the level dollar amortization method. If state statutes are changed to base the employer
contribution rates on total payroll (DB and DCR payroll combined), then the level percentage of
payroll method could be used to determine the funding rate. However, since GASB allows amortizing
the unfunded liability as a level percentage of payroll for active members only if the payroll is
expected to increase, you could not use this approach for GASB disclosure since the closed group
will result in a decline of payroll of active members This would cause a difference between the
funding rate and the GASB ARC for disclosure, resulting in an employer contribution that is less than
100% of the GASB Annual Required Contribution (ARC) for several years

T.iboi Center, 1200 17Ih Street Suite 12CO « Denver. CO 80202
720 359 7700-720 359 7701 (Mx)



Ms. Kathy Lea
March 29, 2007
Page 2

We prefer not to release our projection software. We would be happy to run additional projections or
sensitivity analyses for you. If you have any questions regarding these calculations, please call.

Sincerely,

David H. Slishinsky, A.S.A.
Principal and Consulting Actuary

/kr
BV~ rViasko20 0108237 1diis doc
Enclosures

¢. Ms. Christina Maiquis, State of Alaska
Ms. Michelle DeLange, Buck Consultants



Fiscal Year

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031

Projected
Employer
Contribution

Rale
1677%
21.77%
32.51%
33 91%
34.40%
33 49%
32 70%
31.78%
30 83%
30.17%
29 22%
28 44%
27.56%
26 50%
2592%
25 26%
24 63%
23 33%
22 41%
22 37%
21 99%
21 68%
21 18%
21 44%
9 49%
7 82%

Includes DCR Contribution

Tata. Assumptions. Methods and Plan Provisions:

1PERS is a cost sharing plan
1Assets are assumed to earn 8 25% in all years

' No new DB plan members alter July 1 2006
1 The unlundcd liability amortization payment uses a payroll Growth ol 4. j « tor an years

Projected Impact of PERS Cost Sharing Plan

Projections of Contribution Amounts on Total Payroll and by State of Alaska

DB Salary
1586,891
1,635,324
1,547,025
1,478,011
1,412,624
1.350,899
1,285,898
1223,927
1,168.933
1,105,656
1.044,006

973,612
890.139
832314
773,650
712411
630,262
557,005
515316
468.096
419,664
353.981
304.767
270,752
241,888
210.318

Based on June 30, 2005 Actuarial Valuation

S

Public Employees' Retirement System

DCR Salary

14,859
169,165
306.826
443.607
579,581
721,801
864,080

1,002,595
1,152,733
1.304,716
1.469.061
1,650,241
1,809.681
1,974,025
2145171
2,341,624
2 533.756
2.699,075
2874.871
3057.022
3.261 772
3.455 6 1G
3.640,047
3825343
4.019,602

Total

(S in thousands)

Scenario 1

Annual
Required

Contribution Contributions'

S 266,122 S
359,245
557,933
605,238
638,543
646,518
656.518
663.569
669.482
681,356
686 297
694,696
700,129
700,129
712,197
721,825
731976
736.528
720 345
747 822
764 523
783,895
796 449
838,475
385.980
330 780

S 16796 070 S

n

Amount of DCR

Contributions
Employer to Pay DB

Plan Unfunded
266,122 S
361,062 1817
377,562 20,689
392,664 37,525
408,371 54,253
424,706 70.883
441,694 88,276
459,362 105,677
477,736 122,617
496,846 140,979
516,719 159,567
537,388 179,666
558,884 201,824
581,239 221,324
604.489 241,423
628.668 262.354
653,815 286,381
679 967 309,878
707,166 330,097
735 453 351,597
764.871 373874
795.466 39B.915
827.284 422622
860.376 445,178
759,716 467.839
723.495 491,597

15 0-11,121 S 5786852 S

» Emptoyers pay ?2%°ol Iheollsl pa“toll for all"DB and DCR plan cosls State of Alaska pays h r the rest ot the DB plan contributions
mAH other data, assumptions methods and plan provisions are the same as those described in the June 30 ?UQj valuation cp r

Amount Paid
by State
of Alaska Funded Rr

N/A 66%

N/A 65%
196,898 65%
242551 67%
273,512 68%
278.437 70%
285,344 71%
288,628 72%
289,700 73%
297,132 74%
297,049 76%
300.835 7%
302474 78%
295,696 79%
300.570 81%
302.740 82%
306,938 84%
304,109 85%
276 879 87%
293,244 89%
298,323 91%
307,104 94%
306779 96%
333,732 100%

- 103%

- 105%

6,378.074
buckconsulta

|~ng§*}<.-



Fiscal Yoar

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031

Projected
Employer
Contribution

Rato
16.77%
21 7%
3976%
41.30%
41.76%
39.78%
37 93%
35 05%
33,78%
32 02%
30.03%
28 24%
26 41%
24 42%
22 95%
21.45%
20 02%
18 45%
16.30%
15 55%
1451%
13 59%
12 50%
12 20%
4 52%

306%

" IncUdes DCR Contribution

Data. Assumptions. Methods mand Plan Provisions:

* PERS is a cost shurintj plan
* Assets are assumed lo earn 8 25% in nil years
= No now DB plan members at".er July 1, 2006

* Tho unfunded liability amoitizalion payment uses no payroll gronth let
. Tire emtilover rate for the DCR ptnnis 9 77 or DCR payroll
* Employers pay 22% ol the total payroll lor all DB and DCR plan costs Slate ol Alaska pays for therest of the DB pan contributions
* AHother data assumptions, methods and plan provisions are the same as those described in the June 30.2005 valuation report

i Mil i {KTiripiii

Projected Impact of PERS Cost Sharing Plan
Projections of Contribution Amounts on Total Payroll and by State of Alaska
Based on June 30, 2005 Actuarial Valuation

DB Salary
1586,891
1,635,324
1,547,025
1,478.011
1,412,624
1.350.899
1,285,898
1223927
1,168,933
1.105,656
1,044,006

973,612
890.139
832,314
773,650
712411
630.262
557.005
515,316
468 096
419.664
353 981
304.767
270,752
241.888
210,318

Public Employees' Retirement System

DCR Salary

14.859
169,165
306,826
443,607
579,581
721,801
664,080
1.002.595
1.152,733
1,304.718
1.469.061
1,650,241
1,809,681
1,974,025
2,145,171
2.341.624
2.533.756
2,699,075
2,874.871
3,057,022
3,261,772
3,455.616
3.640 047
3825.343
4,019,602

Total

(S In thousands)
Scenario 2
Amount of DCR
Annual Contributions Amount Paid
Requiied Employer to Pay DB by Stale
Contribution Contributions'  Plan Unfunded of Alaska
S 266,122 S 266,122 S S N/A
359.245 361,062 1,817 N/A
682,357 377,562 20,689 321,322
737,138 392,664 37,525 374,451
775,162 408,371 54,253 410,131
767.945 424,706 70,883 399,864
761.520 441,694 88,276 390,346
748,551 459,362 105,677 373.610
733,542 477,736 122,617 353.760
723,136 496.846 140,979 338,912
705,322 516,719 159,567 316,074
689,811 537,388 179.666 295,950
670.914 558,884 201.824 273.259
645,175 581,239 221,324 240,742
630 091 604,489 241,423 218,964
612,951 628,668 262,354 193,866
594,972 653.815 286.381 169.934
570.245 679,967 309,878 137,826
523.946 707,166 330,097 80,480
519,831 735,453 351.597 65,253
504.467 764,871 373874 38 267
491,381 795,466 39B.915 14.590
470.048 807,662 422,622 -
477117 832,750 445,178 -
183,839 557.575 467,839 -
129 436 522.151 491597 -
S 14974764 $ 14590387 S 5,766,852 S 5 007,601

FY08 rates and taler

buckconsultants \
cgm| Mb', A .

Funded R:

)

66%
65%
65%
68%
70%
2%
74%
76%
78%
60%
82%
83%
85%
86%
88%
89%
91%
93%
94%
96%
97%
99%
101%
103%
105%
107%

S
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WORK DRAFT WORK DRAFT WORK DRAFT
25-6S1074\0
Wazne
CcsS FOR SENATE BILL NO. 125( )
INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -FIRST SESSION
BY
Offered:
Referred:

Spon.sor(s): SENATE RULIIS COMMITTEE BY REQUEST OF THE GOVERNOR

ABILL
FOR AN ACT ENTITLED

1 "An Act relating lo the accounting and payment ol* contributions under the retirement

2 plans ol’ the Public Employees’ Retirement System of Alaska and the Teachers'

3 Retirement System, to calculations of contributions under those retirement plans, and lo
4 participation in, and termination of and amendments to participation in, (lie defined

5 henellt plans of those systems; relating to employer contributions to the health
6 reimbursement arrangement plan; making conforming amendments; and providing for
7 ail effective date."

S | BEIT ENACTED BY THE LEGISLATURE OF THE STATE OE ALASKA:

(> I *Section LAS 14.25.070 is repealed and reenacted lo read:

(O Sec. 14.25.070. Contributions by employers, (a) Each employer shall
n contribute to the system every payroll period an amount calculated by applying a rate
2 | of 1256 percent to the total of all base salaries paid by the employer to active

u I members of the system, including any adjustments to contributions required by

1- CSSB 125( )
N-W Toxc Underlined [DELETED TEXT UEACEETEDI



WORK DRAFT WORK DRAFT 25-GS 1074\0

AS 14.25.173(a).
(h) The employer shall transmit the contributions calculated in (a) of this

section to the administrator in accordance with AS 14.25.065. The administrator shall
allocate contributions received for full payment of
(1) the actuarially determined employer normal cost for the plan; and
(2) all contributions required by AS 14.25.350 and AS 39.30.370 for
the fiscal year.

(c) If, after allocation of contributions under (b) of this section, a portion of
the employer contributions remains, the admi ustrator shall apply that remaining
portion toward payment of the past service liability of the plan.

(d) Notwithstanding (a) of this section, the annual employer contribution rate
may not be less than the rate sufficient to allow payment of the employer normal cost
and the employer contributions required under AS 14.25.350 and AS 39.30.370.

(e) An employer of aretired member rehircd under AS 14.20.135 shall include
that member's base salary when calculating the contribution amount established in (a)
of this section.

(f) In this section, "normal cost" means the cost of providing the benefits
expected to be credited, with respect to service, to all active members of the plan
during the year beginning after the last valuation date.

*Sec. 2. AS 14.25 is amended by adding a new" section lo read:

See. 1425085 Additional state contributions. In addition lo the
contributions that the slate is required to make under AS 14.25.070 as an employer,
the state shall contribute to the plan each July I or, if funds arc not available on July 1
as soon after July 1as funds become available, an amount for the ensuing fiscal year
that, when combined with the total employer contributions that the administrator
estimates will lie allocated under AS 14.25.070(c), is sufficient to pay the plan's past
service liability at the contribution rale adopted by the board under AS 37.10.220 for

that fiscal year.

*Sec. 3. AS 14.25.220 is amended by adding new paragraphs to read:
(46) "past service liability" means the actuarially determined excess of

the accrued liability of the plan over the value of the plan's assets, as of the dale of the

SSI 125( )
N.'W Text Underlined (VKMITED TK\T DRACKirrhVI
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last actuarial valuation;
(47) "system" means all retirement plans established under |
teachers' retirement system.

* See. 4. AS 14.25.350(d) is amended to read:
(d) An employer shall also make contributions to the health reimbursement

arrangement plan under AS 39.30.370 [AS 39.30.300J

* Sec. 5. AS 39.35.100 is repealed and reenacted to read:
See. 39.35.100. Accounting, (a) The commissioner shall establish and

maintain an adequate system of accounts and records for the plan. The accounts and
records shall he integrated with the accounts, records, and procedures of the employers
to the end that they operate most effectively and at minimum expense, and that
duplication of records and accounts is avoided.

(b) An individual account shall be maintained for each employee to record the
amount of the employee's mandatory contributions collected under AS 39.35.160(a).
As of the last day of each calendar year and of each fiscal year, this account shall be
credited with inleiest by applying the prescribed rate of interest, as determined by the
board, to the balance in the account as of that date. When the employee is appointed to
retirement, the amount held in the individm"' account shall be used first to fully
finance the benefits paid. Once this account lias been exhausted, the plan shall fully
finance the benefits paid that were not financed by the employee's individual account.

(c) An individual account shall be maintained for each employee to record the
amount of the employee's voluntary contributions »o an employee savings account
under AS 39.35.180. As of the last day of each calendar )ear and of each fiscal year,
this account shall be credited with interest by applying the prescribed rate of interest,
as determined by the board, lo the balance in the account as of that date. Amounts that,
before termination of employment, are withdrawn by an employee from the
employee's savings account shall be charged to that account. When an employee is
appointed lo retirement, the amount field in the employee's savings account shall ho
paid in accordance with AS 39.35.395.

* Sec. 6. AS 39.35.115 is amended by adding new subsections to read:
(d) 'I'nc retirement plan set out in AS 39.35.095 - 39.35.650 is a joint

3 CSSI? 125( )
Now Tt'xt UruhiL-lined (DELETED TEXT BRACKETED)
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contributory plan.
(c) If, upon termination of the plan, all liabilities of the plan have been

satisfied, any excess assets revert to the employers, as determined by the
administrator, subject to the approval of the termination by the Internal Revenue

Service.

* See. 7. AS 39.35.125(a) is amended to read:
(a) An elected official of the stale or of a political subdivision of the state if

the political subdivision has elected under AS 39.35.600 -39.35.650 [AS 39.35.550 -
39.35.650] to designate elected officials in the classifications of employees entitled to
participate in the plan is included in the plan unless the official files a written waiver
of coverage with the administrator. A waiver under this subsection waives coverage of
future employment as an elected official, regardless of any change of employer. An
elected official may file a waiver under this subsection at any time after election to
office, including the period before taking the oath of office. An elected official may
revoke a waiver under this subsection by filing a written revocation with the
administrator. A revocation under this subsection operates prospectively only, and the
elected official may not receive credited service for service as an elected official while
the waiver was in effect. There is no limit on the number of times an elected official

may file a waiver or revocation under this subsection.

1. See. S. AS 39.35.160(c) is amended to read:
(c) An employee who has made an election under AS 39.35.300(c) or

39.35.310(c) to have the employee's years of service as a noiicertifiealed employee of
a stale boarding school, of a school district or regional educational attendance area, of
the special education service agency, or of the Alaska Vocational Technical Center
determined by reference to AS 14.25.220 shall pay a contribution surcharge for that
service. The amount of the surcharge is the difference between the amount the
employer would have  hadlo contribute under AS 39.35255 - 30.35291)
[AS 39.35.250 -39.35.290] for theemployee when treating the employee's credited
service as service earned under AS 39.35.300(c) or 39.35.310(c) less theamount the
employer would have had to contribute under AS 39.35.255 - 39.35.290

|AS 39.35.250 -39.35.290] without treating the employee's credited service as service

4

CSSIt 125( )
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earned under AS 39.35.300(c) or 39.35.310(c).
* See. 9. AS 39.35is amended by adding a new section to read:

Sec. 39.35.255. Contributions by employers, (a) Each employer shall
contribute lo the system every payroll period an amount calculated by applying a rate
of 22 percent of the greater of the total of all base salaries

(1) paid by the employer to employees who are active members of the
system, in< luding any adjustments to contributions required by AS 39.35.520; or
(2) paid by the employer to employees who were active members of
the system during the corresponding payroll period for the fiscal year ending June 30,
2007,
(b) The administrator shall allocate contributions received for full payment of
(1) the actuarially determined employer normal cost for tix_plan; and
(2) all contributions required by AS 39.30.370 and AS 39.35.750 for
the fiscal year.

(c) If, after allocation of contributions under (b) of this section, a portion of
the employer contributions remains, the administrator shall apply that remaining
portion toward payment of the past service liability of the plan.

(d) Notwithstanding (a) of this section, the annual employer contribution rate
may not be less than the, rate sufficient to allow payment of the employer normal cost
and the employer contributions required under AS 39.30.370 and AS 39.35.750.

(c) An employer of a retired member rehired under AS 39.35.150 shall include

that member's base salary when calculating the contribution amount established in (a)
of this section.

(0 In this section, "normal cost" means the cost of providing the benefits
expected to be credited, with respect to .vice, to all active members of the plan
during the year beginning after the last valuation date.

* Sec. 10, AS 39.35.250 is repealed and reenacted to read:

Sec. 39.35.280. Additional state contributions. In addition to the
contributions that the stale is required to make under AS 39.35.255 as an employer,
the state shall contribute to the plan each July | or, if funds are not available on July I,
as soon alter July | as funds become available, an amount for the ensuing fiscal year

-5 CSSH 1251 )
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that, when combined with (lie total employer contributions that the administrator
estimates will be allocated under AS 39.35.255(c), is sufficient to pay the plan's past
service liability at the contribution rate adopted by the board under AS 37.10.220 for

that fiscal year.

* See. 11 AS 39.35.520(a) is amended to read:
(a) When a change or error is matte in the records maintained by the plan or in

the contributions made on behalf of an employee or an error is made in computing a
benefit, anu, as a result, an employee or beneficiary is entitled to receive from the plan
more or less than the employee would have been entitled to receive had the records or
contributions been correct or had the error not been made, (1) the records,
contiibutions, or error shall be corrected, and (2) as far as practicable, future payments
or benefit entitlement shall be adjusted so that the actuarial equivalent of (he pension
or benefit to which the employee or beneficiary was correctly entitled shall be paid.
An adjustment to contributions shall be picked up by the employer under
AS 39.35.160 or treated as an adjustment to the employer's contributions under
AS 39.35.255 'AS 39.35.270], depending upon the nature of the adjustment. If no
future payment is due, a person who was paid any amount to which the person was not
entitled is liable for repayment of that amount, and a person who was not paid the full
amount to which the person was entitled shall be paid the balance of that amount.

* Sec. 12 AS 39.35.610 is amended by adding a new subsection to read:
(h) If contributions arc not submitted within the prescribed time limit, the

amount of contributions and interest due may be claimed by the administrator from
any agency of the slate or political subdivision that has in its possession funds of the
employer or that is authorized to dishurse funds to the employer that are not restricted
by statute or appropriation to a specific purpose. The amount claimed shall be certified
by the administrator as sufficient to pay the contril utions and interest due from the
employer, and the agency shall submit the amount claimed, or the amount of funds of
the employer subject lo the administrator's claim that tire in the agency's possession,
whichever is less, to the administrator for deposit in the appropriate accounts. After
the agency submits this amount lo the administrator, the employer may appeal the
administrator's claim to the office of administrative hearings (AS -1464). If an appeal
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is timely filed, the administrator shall hold the submitted funds in an escrow account

pending a final decision on the appeal.

* Sec. 13. AS 39.35.615(a) is amended to read:

(a) A political subdivision or public organization may request
participation agreement be amended. The request may be made only after adoption of
a resolution by the legislative hody of the political subdivision and approval of the
resolution by the person required by law to approve the resolution, or, in the case of a
pub) ¢ organization, after adoption of a resolution by the governing body of that public
organization. A certified copy of the resolution shall be filed with the administrator.
An emplover may not award past service to employees added to its participation
agreement. When an employer minests to amend its participation agreement to
add an elected official, the plan may cover that elected official only if the
employer pays compensation lo the elected official, for services as an elected
official, in the amount of at least $2.001 a month. If a political subdivision or public
organization amends its participation agreement so as lo terminate coverage of a
department, group, or other classification of employees, each employee whose
coverage is so terminated, regardless of the employee's employment status at the dale
of termination, shall be considered fully vested in actuarially adjusted accrued
retirement benefits as of the date of termination, unless

(1) the employee's contributions have been refunded: or

(2) the political subdivision or public organization amended its
participation agreement to exclude coverage for the affected department, group, or
other classification of employees at the written request of a majority of the employees
employed in that department, group, or other classification at the time the request was

made.

* See. 14. AS 39.35.615(f) is amended to read:

() Termination of coverage of a department, group, or other classification of
employees does not bar future coverage of that department, group, or classification if
the employer is current with payments on amounts due under AS 39.35.625. If
coverage of a department, group, or classification is terminated under (a) of this
section and the employer later amends its participation agreement to provide renewed
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coverage of that department, group, or classification, an affected employee may be

2 credited only with future service.

3 * Sec. 15. AS 39.35.620(h) is amended lo read:

4 (h) Termination of an employer's participation in the plan docs not bar future
5 participation in the system [PLAN] by that employer if the employer is current with
6 payments on amounts due under AS 39.35.625. If a previously terminated employer
7 returns to the system, the employer may only participate in the plan established
8 under AS 39.35.700 -39.35.990. Employees [PLAN EMPLOYEES] may be credited
9 under AS 39.35.700 -39.35.990 only with service subsequent to the date of return.
10 [ADJUSTMENTS MADE TO THE ACCRUED BENEFITS OF THE EMPLOYEES
1 OF THE PREVIOUSLY TERMINATED EMPLOYER AT THE TIME OF THE
12 TERMINATION MAY NOT BE ALTERED BY THAT EMPLOYER'S RETURN
3 TO PARTICIPATION IN THE PLAN.]

14 * Sec. 16, AS 39.35is amended by adding anew section to read:

15 Sec. 39.35.625. Termination costs, (a) Notwithstanding AS 39.35.255, an
16 employer that terminates participation of a department, group, or other classification
17 of employees in the plan under AS 39.35.615 or that terminates participation in the
IS plan under AS 39.35.620 shall pay lo the plan each payroll period until the past service
19 liability of the plan is extinguished an amount calculated by applying the current past
20 service contribution rate adopted by the board to the greater of total base salaries paid
21 (1) during the payroll period to employees in positions for which
22 coverage has been terminated;

23 (2) at the time of termination to employees in positions for which
24 coverage has been terminated; or

25 (3) during the corresponding payroll period for the fiscal year ending
26 June 30, 2007, to employees in positions for which coverage has been terminated.

27 (b) Notwithstanding (a) of this section, the administrator may enter into a
28 payment plan acceptable to the administrator for payment of an employer's liability for
29 termination costs. Termination costs not paid as prescribed by (a) of this section or in
30 accordance with an approved payment plan may be collected by the adt ..nislrator in
31 accordance with AS 39.35.610(b).

8
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(c) An employer requesting termination of all participation in the plan,
termination of participation in the plan of a department, group, or other classification
of employees, or a payment plan for payment of termination costs shall pay the cost
associated with obtaining a termination cost study associated with the employer's

termination.
* Sec. 17. AS 39.35.650 is amended to read:
Sec. 39.35.650. Refunds to employers. An employer may not receive an
amount from the plan, except as provided under AS 39.35.115(e) [AS 39.35.615(c)

AND 39.35.620(g)].

* Sec. 18 AS 39.35.680 is amended by adding a new paragraph lo read:
(43) “past service liahility" means the actuarially determined excess

the accrued liability of the plan over the value of the plan's assets, as of the date of the

last actuarial valuation.
* Sec. 19 AS 39.35.750(d) is amended to read:
(d) An employer shall also make contributions to the health reimbursement
arrangement plan under AS 39.30.370 [AS 39.30.300J.
* Sec. 20. AS 39.35.250, 39.35.260, 39.35.270, 39.35.550, 39.35.560, 39.35.570, 39.35.580,
39.35.590, 39.35.615(d), 39.35.615(e), 39.35.620(c), 39.35.620(f), and 39.35.620(g) arc

repealed.
Sec. 21. The uncodificd law of the Slate of Alaska is amended by adding a new section to

read:

TRANSITION, (a) Notwithstanding AS 39.35.255. as enacted by sec. 9 of this Act,
the employer contributions under AS 39.35.255(a) for the fiscal year ending June 30, 200S,
shall be calculated separately for certain employers by applying an independent percentage lo
the annual total of hase salaries paid by the employer to employees who are active members
of the public employees’ retirement system and to employees who are retired members who
ire rehired under AS 39.35.150. The employers subject to this separate calculation and the
independent percentages that apply to each are

(1) the City of Akutan, 13.32 percent;
(2) the Aleutian Mousing Authority, 14.95 percent;
(3) the Aleutian Region School District, 13.32 percent;
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(4) the Aleutians East Borough, 3.24 percent,
(5) the City of Allakalcet, 14.48 percent;

(6) the Municipality of Anchorage; 21.51 percent;

(7) the City of Anderson, 13.32 percent;

(8) the Annette Islands School District, 13.32 percent;

(9) the Baranof Island Housing Authority, 13.32 percent;
(10) the City of Barrow, 1347 percent;

(11) the Bartlett Regional Hospital, 17.20 percent;

(12) the Bering Straits Regional Housing Authority, 14.77 percent;
(13) the City of Bethel, 10.33 percent;

(14) the Bristol Bay Borough, 17.95 percent;

(15) the Bristol Bay Housing Authority, 15.06 .r."ent;

(16) the Cook fnlet Housing Authority, 15.06 pcrcuit;

(17) the Copper River Basin Regional Housing Authority, 14.76 percent;
(18) the City of Cordova, 12.85 percent;

(19) the City of Delta Junction, 1331 percent;

(20) the Denali Borough, 3.07 percent;

(21) the City of Egegik, 15.84 percent;

(22) the City of Fort Yukon, 1332 percent;

(23) the City of Galena, 9.64 percent;

(24) the City of Hooper Bay, 1332 percent;

(25) the City of Muslin, 17.68 percent:

(26) the llisagvik College, 1390 percent;

(27) the Interior Regional Housing Authority, 14.23 percent;
(28) the Inter-Island Ferry Authority, 13.36 percent;

(29) the City of Kaehcmak, 4.92 percent;

(30) the Kcnai Peninsula Borough, 17.11 percent;

(31) the Ketchikan Gateway Borough, 13.04 percent;

(32) the City of Ketchikan, 1203 percent;

(33) the City of Klawock, 9.59 percent;

(34) the Kodiak Island Borough, 4.55 percent;
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35) the City of Kodiak, 14.88 percent;

36) the City of Kotzebue, 13.32 percent;

(37) the City of Koyuk, 14.48 percent;

(34 the Lake and Peninsula Borough, 9.25 percent;

(39) the City of Mekoryuk, 13.32 percent;

(40) the City of Mountain Village, 13.32 percent;

(41) the Nenana City School District, 17.79 percent;

(42) the City of Noorvik, 1345 percent;

(43) the North Pacific Rim Housing Authority, 14.70 percent;
(44) the City of North Pole, 1555 percent;

(45) the Northwest Arctic Borough, 14.19 percent;

(46) the Northwest Arctic Borough School District, 15.00 percent;
(47) the Northwest Inupiat Housing Authority, 1517 percent;
(48) the City of Palmer, 13.33 percent;

(49) the Pelican City School District, 13.32 percent;

(50) the City of Petershurg, 12.20 percent;

(51) the Petersburg Medical Center, 15.59 percent;

(52) the City of Quinhagak, 1.15 percent;

(53) the Saint Mary's School District, 13.32 percent;

(54) the City of Saxman, 17.53 percent;

(55) the City of Seldovia, 16.64 percent;

(56) the City of Seward, 12.66 percent;

(57) the Skagway City School District, 16.44 percent;

(58) the City of Soldotna, 13.04 percent;

(59) the Tngiugmiullu Nunamiullu Housing Authority, 13.32 percent;
(60) the City of Tatiana, 1.60 percent;

(61) the Tanana School District, 16.59 percent;

(62) the Tlingit-1 faida Regional Housing Authority, 18.39 percent;
(63) the City of [Jnalakleet, 9.91 percent;

(64) the City ol Upper Knlskag, 14.18 percent;
(65) the City of Valdez, 17.15 percent;
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(66) the City of Whittier, 15.00 percent;

(67) the City and Borough of Yakutat, 18.94 percent;
(68) the Yakutat School District, 15.49 percent;

(69) the Yukon/Koyukuk School District, 13.70 percent;
(70) the Yukon Flats School District, 13.32 percent;

(71) the Yupiit School District, 14.52 percent.
Notwithstanding AS 39.35.255, as enacted by sec. 9 of .his Act, the employer

contributions under AS 39.35.255(a) for the fiscal years ending June 30, 2009, June 30, 2010,
June 30, 2011. and June 30, 2012, shall be calculated separately for certain employers by
applying an independent percentage to the annual total of hase salaries paid by the employer
to employees who are active members of the public employees' retirement system and to
employees who are retired members who arc rehired under AS 39.35.150. The employers
subject to this separate calculation and the independent percentages that apply to each are

CSSH 125t »

(1) the City of Akutan, 13.32 percent;

(2) tiie Aleutian Mousing Authority, 14.95 percent;

(3) the Aleutian Region School District, 13.32 percent;

(4) the Aleutians Hast Borough, 1523 percent;

(5) the City of Allakakct, 14.48 percent;

(6) the City of Anderson, 13.32 percent;

(7) the Annette Islands School District, 13.32 percent;

(Si the Baranol Island Housing Authority, 13.32 percent;

(9) the City of Barrow, 17.26 percent;

(10) the Bartlett Regional Hospital, 17.20 percent;

(1) the Bering Straits Regional Housing Authority. 14.77 percent;
(12) the City of Bethel, 15.08 percent;

(13) tin- Bristol May Regional Housing Authority, 15.06 percent;
(14) the Cook Inlet Housing Authority, 15.06 percent;

(15) the Copper River Basin Regional Housing Authority, 14.76 percent;
(16) the City of Delta Junction, 14.47 percent;

(17) the City of Fort Yukon, 13.32 percent;

tIS) the City ofCalena. 13.40 percent;
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he Cily of Hooper Bay, 13.32 percent:
he llisagvik College, 13.90 percent;

(19)
(20)
(21) the Interior Regional Housing Authority, 14.23 percent;
(22) the Inter-Island Ferry Authority, 13.36 percent;

(23) the Cily of Klawock, 14.35 percent;

(24) the City of Kotzebue, 13.32 percent;

(25) the City of Koyuk, 14.48 percent;

(26) the City of Mekoryuk, 13.32 percent;

(27) the City of Mountain Village, 13.32 percent;

(28) the Ncnana Cily School District, 17.79 percent;

(29) the City of Noorvik, 13.45 percent,

(30) the North Pacific Rim Housing Authority, 14.70 percent;
(31) the Northwest Arctic Borough, 14.19 percent;

(32) the Northwest Arctic Borough School District, 15.00 percent:
(33) the Northwest Inupial Housing Authority, 15.17 percent;

(34) the Pelican City School District, 13.32 percent;

(35) the Petershurg Medical Center, 15.89 percent;

(36) the City of Quinhagak, 13.32 percent;

(37) the Saint Mary's City School District, 13,32 percent;

(38) the City of Seldovia. 16.64 percent;

(39) the Skagwav City School District, 164 | percent;

(40) the City of Soldotna, 13.04 percent;

(41) the Tagiugmiullu Nunamiullu Housing Authority, 13.32 percent;
(42) the City of'Tanana. 13.32 percent;

(43) the Tatiana School District, 16.59 percent;

(44) the Tlingit-Haida Regional Housing Authority, 1839 percent;
(45) the City of Upper Kalskag, 1448 percent:

(46) the City of Whittier. 15.00 percent;

(47) the Yakutat School District, 15.49 percent;

(48) tlu- Yukon/Koyukuk School District, 13.70 percent;

(49) the Yukon Mats School District, 13.32 percent;

(
(
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(50) llie Yupiit School District, 14.52 percent.
* Sec. 22. 'flie uncodificd law of the Stale of Alaska is amended by adding a new section to
read:

TRANSITION: REGULATIONS. The Department of Administration and the
Department of Revenue may proceed to adopt regulations to implement their respective
provisions of this Act.

Sec. 23. Sections 21 and 22 of this Act take effect immediately under AS 01.10.070(c).
See. 24, Except as provided in sec. 23 of this Act, this Act takes effect July 1 2007.

14
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CS FOR SENATE BILL NO. J25( )
INTHE LEGISLATURE OF TIIE STATE OF ALASKA
TWENTY-FIFTH LEGISLATURE -FIRST SESSION

BY

Offered:
Referred:

Sponsor/s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

ABILL
FOR AN ACTENTITLED

“An Act relating to the accounting and payment of contributions under the defined

2 I) henellt plans of the Public Employees" Retirement System of Alaska and the Teachers®

Retirement System, to calculations of contribution under those defined henellt plans,

1 || and to participation in, and termination of and amendments to participation in, those

5
6

7

S

10
1
12

13

defined henellt plans; making conforming amendments; and providing for an effective

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

tSection I. AS M.25.070 is repealed and reenacted to read:

Sec. 14.25070. Contributions by employers, (a) Each employer shall
contribute to the system every payroll period an amount calculated by applying a rate
of 1256 percent to the total of all base salaries paid by the employer to active
members of the system, including any adjustments to contributions required hy

AS 14.25.173(a).
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(b) The employer shall transmit the contributions calculated in (a) of this
section to the administrator in accordance with AS 14.25.065. The administrator shall
allocate contributions received for full payment of

(1) the actuarially determined employer normal cost for the plan; and
(2) all contributions required by AS 14.25.350 for the fiscal year.

(c) If, after allocation of contributions under (b) of this section, a portion of
the employer contribution" remains, the administrator shall apply that remaining
portion toward payment of the past service liability of the plan.

(d) Notwithstanding (a) of this scclion, the annual employer contribution rate
may not he less IIhan the rate sufficient to allow payment of the employer normal cost
rate and the employer contributions required under AS 14.25.350.

(e) An employer of aretired member rehired under AS 14.20.135 shall include
that member's base salary when calculating the contribution amount established in (a)

of this section.

(0 In this section.
(1) "employer normal cost rate" means the percentage of compensation

of all active members in the plan that, when combined with (lie member contribution
rate of active members in the plan, is sufficient to pay the actuarially calculated
normal cost; this percentage is uniformly determined for all employers and is
applicable to each employer;

(2) "normal cost" means the cost of providing the benefits expected to
lie credited, with respect lo service, to all active members of the plan during the year

beginning after the last valuation date.

*Sec. 2.AS 14.25is amended by adding a new section to read:
Sec. 14.25.085. Additional state contributions’. In addition to the

contributions that the stale is required to make under AS 14.25.070 as an employer,
the state shall contribute to the plan each July I or, if funds are not available on July 1.
as soon after July | as funds become available, an amount for the ensuing fiscal year
that, when combined with the total employer contributions that the administrator
estimates will he allocated under AS 14.25.070(c), is sufficient to pay the plan's past
service liability at the contribution rate adopted by the hoard under AS 37.10.220 for
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that fiscal year.
* Sec. 3. AS 14.25220 is amended by adding new paragraphs to read:
(46) "past service liability" means the actuarially determined excess of

the accrued liability of the plan over the value of the plan's assets, as of the date of the
last actuarial valuation;

(47)  “system" means all retirement plans established under the
teachers' retirement system.

* Sec. 4. AS 39.35.100 is repealed and reenacted to read:
Sec. 39.35.100. Accounting, (@) The commissioner shall establish and

maintain an adequate system of accounts and records for the plan. The accounts and
records shall be integrated with the accounts, records, and procedures of the employers
to the end that they operate most effectively and at minimum expense, and that
duplication of records and accounts is avoided.

(b) Anindividual account shall be maintained for each employee to record the
amount of the employee's mandatory contributions collected under AS 39.35.160(a).
As of the last day of each calendar year and of each fiscal year, this account shall be
credited with interest by applying the prescribed rate of interest, as determined by the
board, to the balance in the account as of that dale. When the employee is appointed to
retirement, the amount held in the individual account shall be used first to fully
finance the benefits paid. Once this account has been exhausted, the plan shall fully
finance the benefits paid that were not financed by the employee's individual account.

(c) An individual account shall be maintained for each employee to record the
amount of the employee's voluntary contributions to an employee savings account
under AS 39.35.180. As of the last day of each calendar year and of each fiscal year,
this account shall be credited with interest by applying the prescribed rale of interest,
as determined by the hoard, to the balance in the account as of that date. Amounts that,
before termination of employment, are withdrawn by an employee from the
employee's savings account shall be charged to that account. When an employee is
appointed to retirement, the amount held in the employee's savings account shall be
paid in accordance with AS 39.35.395.

I*See. 5. AS 39.35.115is amended by adding new subsections to read:

3 CSSH 125 >
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() The retirement plan set out in AS 39.35.095 - 39.35.680 is a joint
contributory plan.
(c) If, upon termination of the plan, all liabilities of the plan have been

satisfied, any excess assets revert lo the employers, as determined by the
administrator, subject to the approval of the termination by the Internal Revenue

Service.

* Sec. 6. AS 39.35.125(a) is amended to read:
(a) An elected official of the state or of a political subdivision of the state if

the political subdivision has elected under AS 39.35.600 - 39.35.650 [AS 39.35.550 -
39.35.650] to designate elected officials in the classifications of employees entitled lo
participate in the plan is included in the plan unless the official files a written waiver

of coverage with the administrator. A waiver under this subsection waives coverage of
future employment as an elected official, regardless of any change of employer. An

elected official may file a waiver under this subsection at any time after election to

office, including the period before taking (he oath of office. An elected official may

revoke a waiver under this subsection by filing a written revocation with the

administrator. A revocation under this subsection operates prospectively only, and the

elected official may not receive credited scrv'ee for service as an elccied official while

the waiver was in effect. There is no limit on the number ol times an elected official

may tile a waiver or revocation under this subsection.

* Sec. 7. AS 39.35.160(c) is amended to read:
(e) An employee who has made an election under AS 39.35.300(c) or

39.35.310(c) to have the employee's years of service as a nonccrtificated employee of
a state boarding school, of a school district or regional educational attendance area, of
the special education service agency, or of the Alaska Vocational Technical Center
determined by reference to AS | 125.220 shall pay a contribution surcharge for that
service. The amount of the surcharge is the difference between the amount the
employer would have had to contribute under AS 3935255 - 39.35.290
[AS 39.35.250 - 39.35.290J for (he employee when treating the employee’s credited
setvice a>service earned under AS 39.35.300(c) or 39.35.310(c) less the amount the
employer would have had to contribute under AS 39.35255 - 39.35290

*4*
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[AS 39.35.250 -39.35.290] without treating (iic employee's credited service as service
earned under AS 39.35.300(c) or 39.35.3' 0(c).
Sec. 8 AS 39.35is amended by adding a new section to read:
Sec. 39.35.255. Contributions by employers, (a) Each employer shall
contribute lo the system every payroll period an amount calculated by applying a rate

of 22 percent of the greater of the total of all base salaries
(1 paid by the employer to employees who are active members of the

system, including any adjustments to contributions required by AS 39.35.520; or
(2) paid by the employer to employees who Were active members of
the system during the corresponding payroll period for the fiscal year ending June 30,

2007.
(b) The administrator shall allocate contributions received for full payment of

(1) the actuarially determined employer normal cost for the plan; and
(2) all contributions required by AS 39.35.750 for the fiscal year.
(c) If, after allocation of contributions under (b) of this section, a portion of
the employer contributions remains, the administrator shall apply that remaining

portion toward payment of the past service liability of the plan.
(d) Notwithstanding (a) of this section, the annual employer contribution rate

may not be less than the rate sufficient to allow payment of the employer normal cost

rate and the employer contributions required under AS 39.35.750.
(c) An employer of a retired .member rehired under AS 39.35.150 shall include

that member’s base salary when calculating the contribution amount established in (a)
of this section.

tf) In this section,
(1) "employer normal cost rate" means the percentage of compensation

of all active members in the plan that, when combined with the member contribution
rate of active members in the plan, is sufficient lo pay the actuarially calculated
normal cost; this percentage is uniformly determined for all employers and is

applicable to each employer;
(2) "normal cost" means the cost of providing the benefits expected to

be credited, with respect to service, to all active members of the plan during the year
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beginning after the last valuation date.
* See. 9. AS 39.35.280 is repealed and reenacted to read:

See. 39.35280. Additional state contributions. In addition to the
contributions that the state is required to make under AS 39.35.255 as an employer,
the state shall contribute to the plan each July I or, if funds arc not available on July I,
as soon after July 1as funds become available, an amount for the ensuing fiscal year
that, when combined with the total employer contributions that the administrator
estimates will be allocated under AS 39.35.255(c), is sufficient to pay the plan's past
service liability at the contribution rale adopted by the board under AS 37.10.220 for

that fiscal year.

* See. 10 AS 39.35.520(a) is amended to read:
(a) When achange or error is made in the records maintained by the plan or in

the contributions made on behalf of an employee or an error is made in computing a
benefit, and, as a result, an employee or heneficiary is entitled to receive from the plan
more or less than the employee would have been entitled to receive had the records or
contributions been correct or had the error not been made, (1) the records,
contributions, or error shall be corrected, and (2) as far as practicable, future payments
or benefit entitlement shall be adjusted so that the actuarial equivalent of the pension
or benefit to which the employee or beneficiary was correctly entitled shall be paid.
An adjustment to contributions shall be picked up by the employer under
AS 39.35.160 or treated as an adjustment lo the employer's contributions under
AS 39.35.255 |AS 39.35.270|. depending upon the nature of the adjustment. If no
future payment is clue, a person who was paid any amount lo which the person was not
entitled is liable for repayment of that amount, and a person who was not paid the full
amount to which the person was entitled shall be paid the balance of that amount.
J:Sec. 11 AS 39.35.610 is amended by adding a new subsection to read:

(>) If contributions are not .submitted within the prescribed time limit, the
amount of contributions and interest due may be claimed by the administrator from
any agency of the stale or political subdivision that has in its possession funds of the
employer or that is authorized lo disluir.se funds to the employer that are not restricted
by statute or appropriation to a specific purpose. The amount claimed shall be certified
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by the administrator as sufficient to pay the contributions and interest due from the
employer, and the agency shall submit the amount claimed, or the amount of funds of
the employer subject to the administrator's claim that are in the agency's possession,
whichever is less, to the administrator for deposit in the appropriate accounts. After
the agency submits this amount to the administrator, the employer may appeal the
administrator's claim to the office of administrative hearings (AS 44.64). If an appeal
is timely filed, the administrator shall hold the submitted funds in an escrow account

pending a final decision on the appeal.

Sue. 12. AS 39.35.615(a) is amended to read:
(a) A political subdivision or public organization may request that its

participation agreement be amended. The request may be made only after adoption of
a resolution by the legislative body of the political subdivision and approval of the
resolution by the person required by law to approve the resolution, or, in the case of a
public organization, after adoption of a resolution by the governing body ol* that public
organization. A certified copy of the resolution shall be filed with the administrator.
An employer may not award past service to employees added to its participation
agreement. When an employer requests to amend its participation agreement to
add tin elected official, the plan may cover that elected official only if the
employer pays compensation lo the elected official, for services as an elected
official, in the amount ofal least S2.001 a month. If a political subdivision or public
organization amends its participation agreement so as to terminate coverage of a
department, group, or other classification of employees, each employee whose
coverage is so terminated, regardless of the employee's employment status at the dale
of termination, shall be considered fully vested in actuarially adjusted accrued
retirement benefits as of the date of termination, unless

(1) the employee's contributions have been refunded; or

(2) the political subdivision or public organization amended its
participation agreement to exclude coverage for the affected department, group, or
other classification of employees at the written request of a majority of the employees
employed in that department, group, or other classification at the lime the request was

made.

-7- CSSB 125( )
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1. See. 13 AS 39.35.615(1) is amended lo read:
(0 Termination of coverage of a department, group, or other classification of

employees does not bar future coverage of that department, group, or classification if
the employer is current with payments on amounts due under AS 39.35.625. If
coverage of a department, group, or classification is terminated under (a) of this
section and the employer later amends its participation agreement to provide renewed
coverage of that department, group, or classification, an affected employee may be

credited only with future service.

* Sec. 14. AS 39.35.620(h) is amended to read:
(h) Termination of an employer's participation in the plan does not bar future

participation in the system [PLAN| by that employer if the employer is current with
payments on amounts due under AS 39.35.625. If a previously terminated employer
returns to the system, the employer may only participate in the plan established
under AS 39.35.700 -39.35.990. Employees [PLAN EMPLOYEES] may be credited
under AS 39.35.70tl - 39.35.990 only with service subsequent to the date of return.
[ADJUSTMENTS MADE TO THE ACCRUED BENEFITS OF THE EMPLOYEES
OF THE PREVIOUSLY TERMINATED EMPLOYER AT THE TIME OF THE
TERMINATION MAY NOT BE ALTERED BY TEAT EMPLOYER'S RETURN

TO PARTICIPATION IN THE PLAN ]
* Sec. 15 AS 39.35is amended by adding a new section to re. d:

Sec. AS 39.35.625. Termination costs, (a) Notw."hstanding AS 39.35.255, an
employer that terminates participation of a department, gs nip, or other classification
of employees in the plan under AS 39.35.615 or that tcrmii etes participation in the
plan under AS 39.35.620 shall pay to the plan each payroll period until the accrued
unfunded liability of the plan is extinguished an amount calculated by applying the
current past service contribution rate adopted by the board to the greater of

") total base salaries paid during the payroll period to employees in

positions for which coverage has been terminated:
(2) total base salaries paid at the lime of termination to employees in

positions for which coverage has been terminated; or
(3) total base salaries paid during the corresponding payroll period for

SSIt 125( ) S
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the fiscal year ending June 30, 2007, to employees in positions for which coverage has
been terminated,

(b) Notwithstanding (a) of this section, the administrator may enter into a
payment plan acceptable to the administrator for payment of an employer's liability for
termination costs. Termination costs not paid as prescribed by (a) of this section or in
accordance with an approved payment plan may be collected by the administrator in
accordance with AS 39.35.610(b),

(c) An employer requesting termination of all participation in the plan,
termination of participation in the plan of a department, group, or other classification
of employees, or a payment plan for payment of termination costs shall pay the cost
associated with obtaining a termination cost study associated with the employer's
termination,

* See. 16. AS 39.35.650 is amended to rend:
Sec. 39.35.650. Refunds to employers. An employer may not receive an

amount from the plan, except as provided under AS 39.35.115(e) [AS 39.35.615(e)

AND 39.35.620(g)).
* See. 17. AS 39.35.650 is amended by adding new paragraphs lo read:
(43) "accrued unfunded liahility" means the excess of actuarial accrued

liability over the actuarial value of the plan's assets, as of the date of the last actuarial

valuation;
(44) "past service liability" means the actuarially determined excess of

the accrued liability of the plan over the value of the plan's assets, as of the date of the

last actuarial valuation.
* «cc. 18 AS 39.35.250, 39.35.260, 39.35.270, 39.35.550. 39.35.560, 39.35.570, 39.35.580,

3035590, 39.35.615(), 39.35.615(c), 39.35.620(c), 39.35.6.20(1), and 39.35.620() are

repealed.
* Sec. 19 The uncodificd law of the Stale ol Alaska is amended by adding a new section to

read:
TRANSITION, (a) Notwithstanding AS 39.35.255, as enacted by sec. 8 of this Act,

the employer contributions under AS 39.35.255(a) for the fiscal year ending June 30, 2008,
shall be calculated separately for certain employers by applying an independent percentage to

9 CSSH 125( )
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the annual total of base salaries paid by the employer lo employees who arc active members
of the public employees' retirement system and to employees who are retired members who
arc rchired under AS 39.35.150. The employers subject to this separate calculation and the
independent percentages that apply to each are
(1) the Cily of Akutan, 13.32 percent;
(2) the Aleutians East Borough, 3.24 percent;
(3) the City of Allakakct, 14.4S percent;
(4) the Municipality of Anchorage; 2151 percent;
(5) the City of Anderson, 13.32 percent;
(6) the City of Barrow, 1347 percent;
(7) the City of Bethel, 10.33 percent;
(8) the Bristol Bay Borough, 17.95 percent;
(9) the City of Cordova, 12.85 percent;
10) the City of Delta Junction, 13.31 percent;
11) the Denali Borough, 3.07 percent;
(12) the City of Egegik, 15.84 percent;
(13) the Cily of Fort Yukon, 13.32 percent;
(14) the Cily of Galena, 9.64 percent;
(15) the City of Hooper Bay, 13.32 percent;
(16) the City ol’Muslia, 17.68 percent;
(17) the City of Kachemak, 4.92 percent;
(18) the Kenai Peninsula Borough. 17.11 percent;
(19) the Ketchikan Gateway Borough, 13.01 percent;
(20) the City of Ketchikan, 12.03 percent:
> the City of Klawock, 9.59 percent;
the Kodiak Island Borough, 4.55 percent:
the City of Kodiak, 14.88 percent:
the (‘ity of Kotzebue, 13.32 percent;
the Cily of Koyuk, 14.48 percent;
the Lake and Peninsula Borough, 9.25 percent;
the ( ity of Mckoryuk, 13.32 percent;

(
(

(21
(22
(23
(24
(25
(26
(27

— — — T O
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(28) the Cily of Mountain Village, 13.32 percent;
29) the City of Noorvik, 13.45 percent;
30) the City of North Pole, 1555 percent;
31) the Northwest Arctic Borough, 14.19 percent;
32) the Cily of Palmer, '3.33 percent;
(33) the City of Petershurg, 12.20 percent;
34) the City of Quinhagak, 1.15 percent;
35) the City of Saxman, 17.53 percent;
(36) the City of Seldovia, 16.64 percent;
(37) the City of Seward, 12.66 percent;
38) the City of Soldolna, 13.04 percent;
39) the City of Tanana, 1.60 percent:

(40) the City of Unalaklcct, 9.94 percent;

(41) the City of Upper Kalskag, 14.48 percent;

(42) the City of Valdez, 17.15 percent;

(43) the City of Whittier, 15.00 percent;

(44) the City and Borough of Yakutat, 1894 percent.

(b) Notwithstanding AS 39.35.255, as enacted by see. S of this Act, the employer

contributions under AS 39.35.255(a) for the fiscal years ending June 30, 2009, June 30, 2010,
June 30, 2011, and June 30, 2012, shall he calculated separately for certain employers by
applying an indenendent percentage to the annual total of base salaries paid by the employer
to employees who arc active members of the public employees' retirement system and to
employees who arc retired members who are rehired under AS 39.35.150. The employers
subject to this separate calculation and the independent percentages that apply to each are

(1) the City of Akutan, 13.32 percent;
2) the Aleutians Hast Borough. 1523 percent;
3) the (‘ity of Allakaket, 14.48 percent;

(
(
(
(

(
(

(
(

(
(
(
(

(
(

4
5

)
)

the C'Mgoo¥és 1 , 13.32 percent;
the ("ity of Barrow, 17.26 percent;

6) the Cily of Bethel, 15.08 peicent;
7) the Cily of Delta Junction, 14.47 percent;
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(8) the City of Foil Yukon, 13.32 percent;
9) the City of Galena, 13.40 percent;
10) the City of Hooper Bay, 13.32 percent;
(12) the City of Kluwock, 14.35 percent;
(12) the City of Kotzebue, 1332 percent;
(13) the City of Koyuk, 14.48 percent;
(14) the City of Mckoryuk, 1332 percent;
(15) the City of Mountain Village, 13.32 percent;
(16) the City of Noorvik, 1345 percent.
(17) (lie Northwest Arctic Borough, 14.19 percent;
(IS) the City of Quinhngak, 13.32 percent;
(19) the Cily of Scldovia, 16.64 percent;
(20) the City of Soldotna, 13.04 percent;
(21) the City of Tanana, 13.32 percent;
(22) the City of Upper Kalskag, 14.4S percent;
(23) the City of Whittier, L5.00 percent.
J: Sec. 20. The uncodificd law of the State of Alaska is amended by adding a new section lo

(
(

read:
TRANSITION: REGULATIONS. The Department ofAdministration and the

Department of Revenue may proceed toadopt regulations toimplementtheir respective
provisions of this Act.

* Sec. 21. Sections 19and 20 ol this Act take effect immediately under AS 01.10.070(c).

* See. 22, Except as provided in sec. 20 of this Act. this Act takes effect July 1,2007.

42*
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CSI'OR SENATE BILL NO. 125( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE -FIRST SESSION

BY

Offered:
Referred:

Sponsorls): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

ABILL
FORANACTENTITLED
"An Act relating to the Alaska Retirement Management Board, to the accounting and
inyment of contributions under the defined henellt plans of the Public Employees'
Retirement System of Alaska and the Teachers' Retirement System, to calculations of
contributions under those defined henellt plans, and to participation in, and termination
of and amendments to participation in, those defined benefit plans; making conforming

amendments; and providing for an effective date."
BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

*Section |. AS 14.25.070 is repealed and reenacted to read:

Sec. 142507(1 Contributions by employers, (a) Each employer shall
contribute to the system an amount calculated by applying a rate of 1256 percent to
the annual total of all base salaries paid by the employer to employees who are active
members of the teachers' retirement system, including any adjustments to
contributions required by AS 14.25.173(a).

1- CSSB 125( )
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(b) The employer shall transmit the contributions calculated in (a) of this
section to the administrator in accordance with AS 14.25.065. The administrator shall
allocate contributions received for full payment of

Cl) the annual employer normal cost rate, as adopted by the board, for
every active member of the defined benefit plan established in AS 14.25.009 -
14.25.220 who is an employee of the employer; and

(2) all contributions required by AS 14.25.350 for the fiscal year.

(c) If, after allocation of contributions under (b) of this section, a portion of
the employer's contribution remains, the administrator shall apply that remaining
portion toward payment of the accrued unfunded liability of the defined benefit
retirement plan established in AS 14.25.009 - 14.25.220.

fd) Notwithstanding (a) of this section, the annual employer contribution rate
may not be less than the rate required, after subtracting the member contribution rate,
to fully fund the actuarially calculated normal cost adopted by the board.

(e) An employer of aretired member rchired under AS 14.20.135 shall include
that member's base salary when calculating the contribution amount established in (a)

of this section.

(f) In this section,
(1) "accrued unfunded liability" means the excess of actuarial accrued

liability over the actuarial value of the plan's assets, as of the date of the last actuarial
valuation;

(2) "employer normal cost rate" means the percentage of compensation
of all active members in the plan that, when combined with the member contribution
rate of active members in the plan, is sufficient to pay the actuarially calculated
normal cost; this percentage is uniformly determined for all employers and is

applicable to each employer;
(3) "normal cost" means the cost of providing the benefits expected to

be credited, with respect to service, to all active members of the plan during the year

beginning after the last valuation date.

*Sec. 2. AS 14.25is amended by adding a new section to read:
See. 14.250N5. Determination and payment of state contributions, (a) The

2

CSSB 1251 | e
SUW Text: Una*tlined /DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 25-GSI074\E

stale shall make the contributions required under AS 14.25,070 lor each of its active

member employees.
(h) In addition to (he contributions required under (a) of this section, the state

shall contribute to the teachers' retirement system each July | an amount for the
ensuing fiscal year that, when combined with the total employer contributions that the
administrator estimates will be collected under AS 14.25.070, is sufficient to pay the
system's past service liability at the contribution rate adopted by the board under

AS 37.10.220 for that fiscal year.
* Sec. 3. AS 1425220 is amended by adding a new paragraph to read:

(46) "system" means all retirement plans established under the
teachers’retirement system.
* Sec. 4. AS 37.10.220(a) is amended lo read:

(@) The board shall
(1) hold regular and special meetings at the call of the chair or of at

least five members; meetings are open to the public, and the board shall keep a full

record of all us proceedings;
(2) after reviewing recommendations from the Department of

Revenue, adopt investment policies for each of the funds entrusted to the hoard;
(3) determine the appropriate investment objectives for the defined

benefit plans established under the teachers' retirement system under AS 1-125and the

public employees' retirement system under AS 39.35;
t-[) assist in prescribing the policies for the propci operation of the

systems and take other actions necessary to carry out the intent and purpose of the

systems in ;ucordatiee with AS 37.10.210 -37.10.390;
(5) provide a range ul investment options and establish the rules by

which participants can direct their investments among those options with respect to

accounts established under
(A) AS 1425310 - 1425350 (teachers' iciireinent system

defined contribution individual accounts);
(B) AS 39.30.150 39.30.180 (Stale of Alaska Supplementary

Annuity Plant;
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(C) AS 39.35.7ri0 - 39.35.750 (public employees' retirement
system defined contribution individual accounts); and

(D) AS 39.45.010 - 39.45.060 (public employees' deferred
compensation program),

(6) establish the rate of interest that shall be annually credited to each
member's individual contribution account in accordance with AS 14.25145 and
AS 39.35.100 and the rate of interest that shall be annually credited to each member's
account in the health reimbursement arrangement plan under AS 39.30.300 -
39.30.495; the rate of ini 'rest shall be adopted on the basis of the probable effective

rate of interest on a long-term basis, and the rate may be changed from time to time;
(7) adopt a contribution surcharge as necessary under AS 39.35.160(c);

(S) coordinate with the retirement system administrator to have an
annual actuarial valuation of each retirement system prepared to determine system
assets, accrued liabilities, and funding ratios and to certify to the appropriate
budgetary authority of each employer in the system
(A) an appropriate contribution rate for normal costs; and
(1) an appropriate contribution rate to Ihjamhite |FOR
LIQUIDATING] any past service liability over a period of 25 wars: the
hoard shall establish the start and end dates of the 25-vcar period;
9) review actuarial assumptions prepared and certified by a member
of the American Academy of Actuaries and conduct experience analyses of the
retirement systems not less than once every lour years, except for health cost
assumptions, which shall be reviewed annually: the results of all actuarial assumptions
prepared under this paragraph shall be reviewed and certified by a second member of

the American Academy of Actuaries before presentation to the hoard:
(It)] contract for an independent audit of the state’s actuary not less

than once every four years;
(11) contract lor an independent audit of the state's performance

consultant not less than once every four years;
(12) obtain an external performance review to evaluate the investment

policies of each lund entrusted to the board and repoil the results of the review to the
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appropriate fund fiduciary;
(13) by the first day of each regular legislative session, report to tf

governor, the legislature, and the individual employers participating in the state's
retirement systems on the financial condition of the systems in regard to
(A) the valuation of trust fund assets and liabilities;
(B) current investment policies adopted by the board;
(C) asummary of assets held in trust listed by the categories of
investment;
(D) the income and expenditures for the previous fiscal year;
(E) the return projections for the next calendar year;
(F) one-year, three-year, five-year, and 10-year investment
performance for each of the funds entrusted to the board; and
(G) other statistical data necessary for a proper understanding
of the financial status of the systems;
(14) submit quarterly updates of the investment performance reports to
the Legislative Budget and Audit Committee; and
(15) develop an annual operating budget.
* See. 5. AS 39.35.100 is repealed and reenacted to read:

See. 39.35.100. Accounting, (a) The commissioner shall establish and
maintain an adequate system of accounts and records for the plan. The accounts and
records shall be integrated with the accounts, records, and procedures of the employers
to the end that they operate most effectively and at minimum expense, and that

duplication of records and accounts is avoided.
(b) An individual account shall be maintained for each employee to record the

amount of the employee’s mandatory contributions collected under AS 39.35.160(al.
As of the last day of each calendar year and of each fiscal year, this account shall be
credited with interest by applying the prescribed rate ol interest, as determined by the
board, to the balance in the account as of that dale. When the employee is appointed to
retirement, the amount held in the individual account shall be used lust to fully
finance the benclits paid. Once this account has been exhausted, the plan shall lully
finance the benefits paid that were not financed by the employee’s individual account.
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(c) An individual account shall be maintained for each employee to record the
2 amount of the employee’s voluntary contributions to an employee savings account
3 under AS 39.35.1S0. As of the last day of each calendar year and of each fiscal year,
4 this account shall be credited with interest by applying the prescribed rate of interest,
5 as determined by the board, to the balance in the account as of that date. Amounts that,
6 before termination of employment, are withdrawn by an employee from the
7 employee's savings account shall be charged to that account. When an employee is
S appointed to retirement, the amount held in the employee's savings account shall be
9 paid in accordance with AS 39.35.395.
10 * Sec. 6. AS 39.35.115 is amended by adding new subsections to read:
1 (d) The retirement plan set out in AS 39.35.095 - 39.35.680 is a joint
12 contributory plan.
13 () If. upon termination of the plan, all liabilities of the plan have heen
14 satisfied, any excess assets revert to the employers, as determined by the
15 administrator, subject to the approval of the termination by the Internal Revenue
16 Service.
17 * Sec. 7. AS 39.35.125(a) is amended to read:
IS (a) An elected official of the stale or of a political subdivision of the state if
19 the political subdivision has elected under AS 39.35.600 -39.35.650 [AS 39.35.550 -
20 39.35.650] to designate elected officials in the classifications of employees entitled to
21 participate in the plan is included in the plan unless the official tiles a written waiver
22 of coverage with the administrator. A waiver under this subsection waives coverage of
23 luture employment as an elected official, regardless of any change of employer. An
24 elected official may file a waiver under this subsection at any time after election to
25 office, including the period before hiking the oath of office. An elected official may
26 revoke a waiver under this subsection by filing a written revocation with the
27 administrator. A revocation under this subsection operates prospectively only, and the
28 elected official may not receive credited service for setvice as an elected official while
29 the waiver was in effect. There is no limit on the number of times an elected official
30 may file a waiver or revocation under this subsection.

31 See. 8. AS 39.35.160(c) is amended to read:

t'SStt 1251 |
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(c) An employee who has made an election under AS 39.35.300(c) or
39.35.310(c) to have the employee's years of service as a noncenificaled employee of
a slate boa.ding school, of a school district or regional educational attendance area, of
the special education service agency, or of the Alaska Vocational Technical Center
determined by reference to AS 14.25.'30 shall pay a contribution surcharge for that
service. The amount of the surcharge is the difference between the amount the
employer would have had lo contribute under AS 39.35.255 - 39.35.290
[AS 39.35.250 - 39.35.290] for the employee when treating the employee's credited
service as service earned under AS 39.35.300(c) or 39.35.310(c) less the amount the
employer would have had to contribute under AS 39.35255 - 39.3529(1
[AS 39.35.250 -39.35.290] without treating the employee's credited service as service

earned under AS 39.35.300(c) or 39.35.310(c).

*Sec. 9. AS 39.35is amended by adding a new section to read:
Sec. 39.35.255. Contributions by employers, (a) Each employer shall

contribute to the system an amount calculated by applying a rate of 22 percent to the
annual total of all base salaries paid by the employer to employees who are active
members of the public employees’ retirement system, including any adjustments to

contributions required by AS 39.35.520.
(b) The employer shall transmit the contribution calculated in (a) of this

section to the administrator in accordance with AS 39.35.610. The administrator shall
allocate contributions received for full payment of

(1) the annual employer normal cost rate, as adopted by the hoard, for
every active member of the defined benefit retirement plan set out in AS 39.35.095 -

39.35.680 who is an employee of the employer: and
(2) all contributions required by AS 39.35.750 for the fiscal year.

(e) If. alter allocation of contributions under (b) of this section, a portion ol
the employer's contribution remains, the administrator shall apply that remaining
portion toward payment of the accrued unfunded liability of the defined benefit
retirement plan established in AS 39.35.095 - 39.35.6,S0.

(t) Notwithstanding (a) of this section, the annual employer contribution rale
may not be less llian the rate required, alter subtracting the member contribution rate.
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to fully fund the actuarially calculated normal cost adopted by the board.

(e) An employer of a retired member rehired under AS 39.35.150 shall include
that member’s base salary when calculating the contribution amount established in (a)

of this section.

(f) In this section,

(1) ™accrued unfunded liability" means the excess of actuarial accrued
liability over the actuarial value of the plan's assets, as of the date of the last actuarial
valuation;

(2) "employer normal cost rate”™ means the percentage of compensation
of all active members in the plan that, when combined with the member contribution
rate of active members in the plan, is sufficient to pay the actuarially calculated
employers and is

normal cost; this percentage is uniformly determined for all

applicable to each employer;
(3) "normal cost™ means the cost of providing the benefits expected to

be credited, with respect lo service, to all active members of the plan during the year

beginning after the last valuation date.

* See. 10. AS 39.35.280 is repealed and reenacted lo read:

Sec. 39.35.280. Determination and payment of state contributions, (a) The

state shall make the contributions required under AS 39.35.255 for each of its active

employees.

(b) In addition to the contributions required under (a) of this section, the state

shall contribute to the public employees' retirement system each July | an amount for
the ensuing fiscal year that, when combined with the total employer contributions that
the administrator estimates will he collected under AS 39,35.255, is sufficient to pay

the system's past service liability al the contribution rale adopted by the board under

AS 37.10,220 for that fiscal year.

* Sec. 11. AS 39.35.520(a) is amended lo read:
When a change or error is made in the records maintained by the plan or in

(@)

the contributions made on behalf of an employee or an error is made in computing a
henellt. and. as a result, an employee or beneficiary is entitled to receive from the plan

more o» less than the employee would have been entitled to receive had the records or
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contributions been correct or had the error not been made, (1) the records,
contributions, or error shall be corrected, and (2) as far as practicable, future payments
or benefit entitlement shall be adjusted so that the actuarial equivalent of the pension

or benefit to which the employee or beneficiary was correctly entitled shall be paid.

An adjustment to contributions shall be picked up by the employer under

AS 39.35.160 or treated as an adjustment lo the employer's contributions under
AS 39.35.255 [AS 39.35.270], depending upon the nature of the adjustment. If no
future payment is due, a person who was paid any amount to which the person was not
entitled is liable for repayment of that amount, and a person who was not paid the full
amount to which the person was entitled shall be paid the balance of that amount.

* Sec. 12. AS 39.35.610 is amended by adding a new subsection to read:

(b) If contributions are not submitted within the prescribed lime limit, the
amount of contributions and interest due may be claimed by the administrator from
any agency of the state or political subdivision that has in its possession funds of the
employer or that is authorized to disburse funds to the employer that are not restricted
by statute or appropriation to a specific purpose. The amount claimed shall be certified
by the administrator as sufficient to pay the contributions and interest due from the

employer. The amount claimed shall be submitted to the administrator for deposit in

the appropriate accounts.

* Sec. 13. AS 39.35.615(a) is amended to read:
(@) A political subdivision or public organization may request that its
nnrtieimUion in the plan be terminated |[TIIAT ITS PARTICIPATION
AGREEMENT BE AMENDED). The request may be made only after adoption ol a
resolution by the legislative body of the political subdivision and approval ol the
resolution by the person required by law to approve the resolution, or. in the case of a
public organization, after adoption of a resolution by the governing body of that public
organization, a certified copy of the resolution shall be filed with the administrator, il
a political subdivision or public organization terminates [AMENDS] its participation
IAGREEMENT SO AS TO TERMINATE COVERAGE OF A DEPARTMENT.
GROUP. OR OTHER CLASSIFICATION OF EMPLOYEES], each employee whose

coverage is so terminated, regardless of the employee’'s employment status at the dale
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of termination, shall be considered fully vested in actuarially adjusted accrued

retirement benefits as of the date of termination, unless

[(1)] the employee's contributions have been refunded [; OR

(2) THE POLITICAL SUBDIVISION OR PUBLIC
ORGANIZATION AMENDED ITS PARTICIPATION AGREEMENT TO
EXCLUDE COVERAGE FOR THE AFFECTED DEPARTMENT, GROUP, OR
OTHER CLASSIFICATION OF EMPLOYEES AT THE WRITTEN REQUEST OF
A MAJORITY OF THE EMPLOYEES EMPLOYED IN THAT DEPARTMENT,

GROUP, OR OTHER CLASSIFICATION AT THE TIME THE REQUEST WAS

MADE].

* Sec. 14. AS 39.35.615 is amended by adding new subsections to read:

(9) An employer terminating participation in the plan shall pay termination

costs determined by the administrator, or enter into a payment plan acceptable to the
administrator, within 60 days after the employer's receipt of notice of its termination
costs from the administrator. Termination costs not paid within the prescribed time
limit or in accordance with the approved payment plan shall be collected by the

administrator in accordance with AS 39.35.610(b). Il the termination cost study

reflects that the employer’'s allocated share of the plan's assets exceeds the termination
cost, the excess assets, net of the cost described in (h) of this section, shall be refunded
to the employer to the extent allowed under the Internal Revenue Code. Termination
of participation by an employer in the plan does not bar future participation by the
employer under AS 39.35.700 39.35.990 if the employer has paid in full its prior
termination costs.

(lit A political subdivision or public organization considering or requesting

termination from the plan shall pay the cost associated with obtaining a termination

cost study associated with the employer's termination.

*Sec. 15. AS 39.35.620 is amended bv adding new subsections to read:

(it An employer terminating participation in the plan shall pay termination
costs determined by the administrator, or enter into a payment plan acceptable to the
administrator, within 60 days after the employer's receipt of notice of the cost.

Termination costs not paid within the prescribed time limit or in accordance with the
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approved payment plan shall be collected by the administrator in accordance with
AS 39.35.610(b). If the termination cost study reflects that the employer's allocated
share of the plan's assets exceeds the termination cost, the excess assets, net of the cost
described in (j) of this section, shall be refunded to the employer to the extent allowed
under the Internal Revenue Code. Termination of participation by an employer in the
plan does not bar future participation by the employer under AS 39.35.700 - 39.35.990
if the employer has paid in full its prior termination costs.

() A political subdivision or public organization being terminated from the
plan shall pay the cost associated with obtaining a termination cost study associated
with the employer's termination.

* Sec. 16. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.625. Termination costs. Notwithstanding AS 39.35.255, the
calculation of termination costs under AS 39.35.615 and 39.35.620 shall be based on
plan assets attributable to the employer and the amount that is actuarially determined
to be necessary for the full payment of benefits owed to the employer's employees
under the plan. The administrator shall establish and maintain records needed for
calculation of employer termination costs.

*Sec. 17. AS 39.35.650 is amended to read:

See. 39.35.650. Refunds lo employers. An employer may not receive an
amount from the plan, except as provided under AS 39.35.115(e). 39.35.615(»). and
39.35.62<)(i) [AS 39.35.615(c) AND 39.35.620(g)|.

* Sec. IK. AS 39.35.250. 39.35.260, 39.35.270. 39.35.550.39.35.560, 39.35.570. 39.35.5S0,

39.35.590. 39.35.615(d). 39.35.615(e). 39.35.615(f). 39.35.620(c). 39.35.620(0. 39.35.620(g).

,.,nd 39.35.620(h) are repealed.

* Sec. 19. The uncodified law of the State of Alaska is amended by adding a new section to
read:

TRANSITION, (a) The administrator of the Public Employees’ Retirement System of
Alaska shall notify each political subdivision or public organization participating as an
employer in the defined benefit plan of that system of the enactment of this Act and of the
departments, groups, or other classifications of employees that the employer has designated as

eligible plan participants under its existing participation agreement.
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(b) Notwithstanding AS 39.35.615, as amended by secs. 13, 14, and 18 of this Act, an
employer shall, on or before the 90th day after the dale of receipt of notification under (a) of
this section, request any amendment to its participation agreement to add or terminate
coverage of a department, group, or other classification of employees. An employer may not
award past service lo employees added during the 90-day period, An employer that requests lo
amend its participation agreement to add coverage of its elected officials may only cover an
elected official when the employer compensates the elected official at least $2,001 a month
for serving as an elected official. An employer may not amend its participation agreements to
add or terminate coverage of a department, group, or other classification of employees after
the 90-day period.

(e) Notwithstanding AS 39.35.255, as enacted by sec. 9 of this Act, the employer
contributions under AS 39.35.255(a) for the fiscal year ending June 30, 2008, shall be
calculated separately for certain employers by applying an independent percentage to the
annual total of base salaries paid by the employer to employees who are active members of
the public employees’ retirement system. The employers subject to this separate calculation
and the independent percentages that apply to each are

(1) the Aleutians hast Borough, 10.01 percent;
(2) the Municipality of Anchorage, 21.51 percent;
(3) the Cily of Bethel, 17.25 percent;

(4) the Bristol Bay Borough, 17.95 percent;

(5) the City of Cordova. 12.85 percent;

(6) the City of Delta Junction. 20.84 percent;

(7) the Denali Borough, 3.07 percent;

(8) the City of Hgcgik, 15.84 percent;

19) the Cily of Galena, 18.24 percent;

(10) the City of Iluslia, 17.68 percent:

(11) the City of kachemak. 9.70 percent:

112) the Kenai Peninsula Borough. 17.11 percent:
(13) the Ketchikan Gateway Borough. 17.61 percent;
111) the City of Ketchikan. 12.03 percent;

(15) the Kodiak Island Borough, 1.55 percent;
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ho) ihc Cily of Kodiak, 14.88 percent;
(17) ihe Lake and Peninsula Borough, 14.02 percent;
(18) the City of North Pole, 15.55 percent;
(19) the City of Palmer, 13.33 percent;
(20) the City of Petersburg, 12.20 percent;
(21) the City of Quinhagak, 16.56 percent;
(22) the City of Saxman, 17.53 percent;
(23) the City of Seward, 12.66 percent:
(24) the City of Soldotna, 0.00 percent;
(25) the Cily of Tanana, 10.28 percent;
(26) the City of Unalaklcet, 15.35 percent:
(27) the City of Valdez. 17.15 percent;
(281 die Cily and Borough of Yakutat, 18.94 percent.
* See. 20. The uncodilied law of the State of Alaska is amended by adding a new scclion tc
read:
TRANSITION: REGULATIONS. The Department of Administration and the
Department of Revenue may proceed to adopt regulations to implement llieir respective

provisions of this Act.
* Sec. 21. The uncodified law of the State of Alaska is amended by adding a new section to

read:

"Voluntary termination of participation':

(2) AS 39.35.620 from "Termination of participation”™ to "lInvoluntary

termination of participation."

* See. 22. Sections |>and 20 of this Act lake effect immediately under AS 01.10.070(c).

* See. 23. Except as provided in sec. 22 of this Act. this Act takes effect July 1, 2007.
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A ssigns the state 65 % of the unfunded liability at
6/30/2006 (estimated $3.6 billion of $5.5 Dbillion

total)

Employers would pay uniform rate
(31.86% -FYO08), except state would pay higher

rate (47 .92% -FY 08)

All employers share cost (benefits, adm inistration

and investment)

Simplifies administration of plan

Division of Retirement and Benefits - March 19, 2007 2



e Repeals prior language on separate em ployer

accounts

e Eliminates Retiree Reserve A ccount

e States how pension benefits will be paid

- Employee account exhausted first

- Plan funds benefits after employee account

exhausted

Division of Retirement and Benefits - March 19, 2007



e A dds tw o subsections

- (e) allocates excess assets at plan termination

R eason

e Clarifies w ho contributes

e Section (e) required by IR S

Division of Retirement and Benefits - March 19, 2007 4



S ection 5 - A S 39.35.2525

Defines required employer contribution rate
Defines how rate is applied

Specifies minimum <contribution rate

Sets timing for contribution payment
Defines contribution level for rehired retirees

Defines normal cost and past service rates

S ection 109

Cost-share effective date July 1, 2007

Division of Retirement and Benefits - March 19, 2007



e Requires rate to be calculated annually

e Requires participating em ployers to budget

for contributions

Division of Retirement and Benefits - March 19, 2007 6



e A dds subsection (b)

-A ssigns 65% of unfunded Iliability to

state at 6/30/2006

-R em aining 35% of unfunded liability to

other PERS employers

-Stipulates rate conditions

Division of Retirement and Benefits - March 19, 2007 7



Provides

does not

fo

r

- A S 39 .35 .6 10 (b)

intercept in event em ployer

m ake timely contributions

Division of Retirement and Benefits - March 19, 2007

8



e Addresses voluntary termination provisions

and aliows employer to terminate from plan

e Prevents amendments to participation

agreement under cost-share design

Division of Retirement and Benefits - March 19, 2007 9



S e ction 11 - A S 39 .35 .615 (9g)

Sets timeframe for termination cost payment

- Payment plan or lump sum

Allows for intercept of funds

Provides for refund of excess assets, if any

Allows for employer to join D CR Plan if

termination cost paid in full

S e ction 11 - A S 39 .35 .6 15 (h)

Requires employer to pay termination costs

Division of Retirement and Benefits - March 19, 2007



S ection 12 - A S 39 .35 .6 20 (1)
Sets timeframe for involuntary term ination
payment

- Payment plan or Lumgp sum

Allows for intercept of funds

Provides for refund of excess assets, if any
Allows for em ployer to join D CR Plan ifpaid in

full

S e c tion 12 - A S 39 .35 .6 20 (j)

Requires employers under involuntary

termination to pay termination costs
Division of Retirement and Benefits - March 19, 2007 11

cost



e Clarifies em ployer refund conditions
-P lan’s termination

-Em ployer’s termination, if assets exceed

liabilities

R e ason

e Clarification of statute

- Codify existing practice

e Comwply with ITRS C ode

Division of Retirement and Benefits - March 19, 2007
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Transition
- Provides for notification to employer of
employee groups covered under participation
IMV'< agreement

* 90-day time limit for amendments

Past service credit not allowed during transition

S e ction 1 8

Im m ediate effective date for em ployertr

notification

Division of Retirement and Benefits - March 19, 2007 13



S e ction 1 6

Transition

- Provides for adoption ofregulations

S e ction 1 8

Im m ediate effective date to promulgate

regulations

S e ction 1 7

Reviser’s Instructions

- Change headings
e AS 39.35.615 (voluntary termination)

e« AS 39.35.620 (involuntary termination)
Division of Retirement and Benefits - March 19, 2007



Redesign PERS DB plan - align with TR S

- All employers share cost/income ofplan (benefits,

administration, investment)
- Uniform, less volatile, contribution rate

- Resolves accounting issues

A RMUB supports concept-Resolution 2007-04

A M L supports concept

Plan administration simplified

Introduced by Governor as proposed solution

Division of Retirement and Benefits - March 19, 2007 15



Cost Share Exhibits

Exhibit # I>aSe #
| Pure Cosl Share all (160) PERS Employers pay one uniform rate - 39.76% - Exhibit 1 ......cccooiiiiiiiiiii 1-5
2(a) Cost Share, State @ 65% unfunded liability plus $1,713 POB - "Winners" - Exhibit 2(2) ..o 6-7
2(b) Cost Share, State @ 65% unfunded liability plus $1,713 P013 - "Losers" - Exhibit 2(D)....cccccoiiiniiiiiiices 8-10
3 Hold harmless employers FY07 rate below FYOS Cost Share Rate - EXhibit 3 ..o 11-14
4 FY08 Governor’s Amended Budget - One page Summary - EXhiDit 4 ... 15
5@) Impactto PERS going to Cost Share @ 65% and $1.7B POB on GF for FYOS —=EXhibit 5(2).rmrrmisiin 16
5(b) Impact to TRS with $500M cash and $213on the GF for FY 08 =EXNiDit 5(h) . 17-18
6(a) PERS overall savings from proposed solution with POB - EXNiDIt 6(@)...cc.cccciiiiiiiiiiic e 19-20
6(b) TRS overall savings from proposed solution with POB and $500M cash - Exhibit 6(D)....cccccoiiiiiinnniiiiccie, 21-22
7(a) FYO06 PERS "lloros" - Employers who applied rate relief (SB46) to unfunded liability- Exhibit 7 (@) ....c.cccccovevnen. 23

7(h)

Hero List - Cily of Soldotna in FY05 made a $1 million deposit their
PERS account to pay down unfunded liability

FY07 PERS "lleros™ - Employers who applied rate relief (SB231) to unfunded liability - Exhibit 7(b)...cccccooivinnnnnnn. 24



EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - Winners and Losers - FYO8 Base

CHANGE TO COST SHARE - BEFORE 65/35 AND POBs

2 5 6 =2x5
Gross Salaries
FY 08 Est.
FY08 Board FY 08 Est. Average Rate Contribution - Loser FY08 cost Winner FY08
Est. FY08 Requested Contribution - - 05 val w/ Straight Cost share > FY08 cost share <
ER (FYO7 * 3%) Rate Orig level Samort Share original FYO08 original
101 STATE OF ALASKA PERS 848,376,355 44.01% 373,370,434 39.76% 337,314,439 - (36,055,995)
113 UNIVERSITY OF ALASKA PERS 136,296,354 33.75% 46,000,019 39.76% 54,191,430 8,191,411 -
208 AKUTAN, CITYOF 307,967 14.48% 44,594 39.76% 122,448 77,854
230 ALEUTIANS EAST BOROUGH 704,070 20.31% 142,997 39.76% 279,938 136,942
259 ALLAKAKET, CITY OF 19,758 14.48% 2,861 39.76% 7,856 4,995
203 ANCHORAGE PARKING AUTHORITY 1,298,338 29.27% 380,024 39.76% 516,219 136,196
173 ANCHORAGE, MUNICIPALITY OF 151,287,070 39.33% 59,501,205 39.76% 60,151,739 650,534
283 ANDERSON, CITY OF 43,355 14.48% 6,278 39.76% 17,238 10,960
243 AtKA, CITY OF 99,456 34.02% 33,835 39.76% 39,544 5,709
171 BARROW, CITY OF 1,248,265 17.70% 220,943 39.76% 496,310 275,367
219 BARTLE TT REGIONAL HOSPITAL 20,709,107 21.87% 4,529,082 39.76% 8,233,941 3,704,859
136 BETHEL, CITY OF 5,809,252 17.40% 1,010,810 39.76% 2,309,759 1,298,949
144 BRISTOL BAY BOROUGH 1,749,955 29.90% 523,237 39.76% 695,782 172,546
163 CORDOVA COMMUNITY MEDICAL CENTER 2.172,784 29.97% 651,183 39.76% 863,899 212,716
186 CRAIG, CITY OF 1,567,345 33.56% 559,561 39.76% 662,936 103,375
282 DELTA JUNCTION. CITY OF 293,706 17.27% 50,723 39.76% 116,778 66.055
178 DILLINGHAM, CITY OF 2,227,329 28.49% 634,566 39.76% 885,586 251,020
271 EGEGIK, CITY OF 45,968 31.40% 14,434 39.76% 18,277 3,843
116 FAIRBANKS NORTH STAR BOROUGH 19,314,602 29.98% 5,790,518 39.76% 7,679,486 1,888,968
183 FORT YUKON. CITY OF 401,625 14.48% 58,155 39.76% 159,686 101,531
192 GALENA, CITY OF 1,822,779 16.88% 307,685 39.76% 724,737 417,052 '
215 HOMER, CITY OF 5,104,318 35.96% 1,835,513 39.76% 2,029,477 193,964
199 HOONAH, CITY OF 689,170 27,46% 189,246 39.76% 274,014 84,768
285 HOOPER BAY, CITY OF 12,600 14.48% 1,825 39.76% 5,010 3,185
275 ILISAGVIK COLLEGE 3,887,085 16.19% 629,319 39.76% 1,545,505 916,186
180 KENAI PENINSULA BOROUGH 14,366,322 37.39% 5,371,568 39.76% 5,712.050 340,482
122 KETCHIKAN GATEWAY BOROUGH 4,697,575 32.18% 1,511,680 39.76% 1,867,756 356,076
151 KING COVE. CITY OF 932,592 26.53% 247,417 39.76% 370,799 123,382
227 KLAWOCK, CITY OF 671,063 15.13% 101,532 39.76% 2t>6,815 165,283
140 KOTZEBUE. CITY OF 3,632,278 17.13% 622,209 39.76% 1.444,194 821,985
287 KOYI'K. CITYOF 25,112 14.48% 3,636 39.76% 9,985 6,348 1
109 MATANUSKA-SUSITNA BOROUGH 12,730,979 33.89% 4,314,529 39.76% 5,061,637 747,308
254 MEKORYUK, CITY OF 3,189 20.53% 655 39.76% 1,268 613
294 MOUNTAIN VILLAGE, CITY O* 34,341 j 14.48% 4,973 39.76%! 13,654 8,681 |
175 INOME JOINT UTILITY SYSTEM 883,109 22.82% 201,526 39.76% 351,124 149,599 t
139 NOME. CITY OF 2,532,588 36.02% 912,238 39.76%), 1,006,957 94,719
241 NOORVIK, CITYOF 90,423 ! 15.92% 14,395 39.76% 35,952 21,557 |
lof5
Prepared by Division ol Retirement and Oencllls Cost Share Alone 3/16/2007
Exhibit 1 Paae 1



EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - Winners and Losers - FY08 Base

CHANGE TO COST SHARE - BEFORE 65/35 AND POBs

Gross Salaries

FY 08 Est.
FYO08 Board FY 08 Est. Average Rate Contribution - Loser FYO08 cost Winner FY08
Est. FY08 Requested Contribution - - 05 val w/ Straight Cost share > FYO08 cost share <
ER (FYO7 * 3%) Rate Prig level Samort Share original FYO08 original
191 NORTH POLE. CITY OF 1,667,144 34.59% 576,665 39.76% 662,857 00,1yi
145 NORTH SLOPE BOROUGH 38,915,994 22.96% 8,935,112 39.76% 15,472,999 6,537,887
220 NORTHWEST ARCTIC BOROUGH 1,043,827 18.24% 190,394 39.76% 415,025 224,631 -
200 PELICAN, CITY OF 155.103 34.82% 54,007 39.76% 61,669 7,662
187 PETERSBURG MEDICAL CENTER 3,855,146 21.73% 837,723 39.76% 1,532,806 695,083
266 QUINHAGAK, CITY OF 28,529 14.48% 4,131 39.76% 11,343 7,212
172 SAINT PAUL. CITY OF 1,263,904 28.44% 359.454 39.76% 502,528 143,074
176 SAND POINT, CITY OF_ 925,242 29.98% 277,388 39.76% 367,876 90,489
278 SAXMAN SEAPORT 70,936 28.13% 19,954 39.76% 28,204 8,250
286 SELDOVIA, CITY OF 64,281 21.58% 13,872 39.76% 25,558 11,686
182 SEWARD, CITY OF 4,055,986 31.14% 1.263,034 39.76% 1,612,660 349,626 1
165 SITKA COMMUNITY HOSPITAL 4,559,308 32,58% 1,485,422 39.76% 1,812,781 327,358 .
132 SKAGWAY, CITY OF 1,851,825 25.36% 469,623 39.76% 736,286 266,663
123 SOLDOTNA, CITY OF 2.847,540 33.94% 966.455 39.76% 1,132,182 165,727
169 TANANA, CITY OF 96,281 14.48% 13,941 39.76% 38,281 24,340
206 THORNE BAY. CITY OF 276.762 23.11% 63,960 39.76% 110,040 46,081 *
280 TOKSOOK BAY, CITY OF 28,493 23.16% 6,599 39.76% 11,329 4,730
249 UNALAKLEET, CITY OF 206,072 i 29.89% 61,595 39.76% 81,934 20,339
179 UNALASKA, CITY OF 9,647,494 23.34% 2,251,725 39.76% 3,035,844 1.584,119 -
290 UPPER KALSKAG, CITY OF 19,615 14.48% 2,840 39.76% 7,799 4,959 -
131 WASILLA, CITY OF 4,913,053 24.38% 1,197,802 39.76% 1.953,430 755,627 -
202 WHITTIER, CITY OF____ 1,031,368 21.40° 220,713 39.76% 410,072 189,359 -
248 YAKUTAT, CITY AND BOROUGH 744,132 25.22% 187,670 39.76% 295,867 108,197 -
148 CORDOVA, CIfY OF 2,307,407 52.49% 1,211,158 39.76% 917,425 (293,733)
258 DENALI BOROUGH 155,766 51.83% 80,733 39.76% 61,932 (18,801)
129 FAIRBANKS, CITY OF 7,175,800 184.95% 13,271,641 39.76% 2,853,098 - (10,418,543)
189 HAINES BOROUGH 1.661,014 43.85% 728,355 39.76% 660,419 (67,935)
235 HUSUA, CITY OF__ 120,616 40.43% 48,765 39.76% 47,957 (808)
126 JUNEAU, CITY AND BOROUGH 28,997.989 42.56% 12.341,544 39.76% 11,529,600 (811,944)
260 KACHEMAK, CITY OF 24.942 90.23% 22,505 39.76% 9,917 (12,588)
115 KENAI, CITY OF 5,678,794 45.71% 2,595,777 39.76% 2,257,888 (337,888)
181 KETCH'KAN. CITY OF_ 8,185,616 52.61% 4.306,452 39.76% 3,254,601 (1,051,852)
174 KODIAK ISLAND BCROUGH 2,359,685 49.23% 1,161,673 39.76% 938,211 - (223,462)
128 KODIAK. CITY OF 6,015,174 48.05% 2,890,291 39.76% 2,391,633 (498,658)
247 LAKE AND PENINSULA BOROUGH 411,346 41.95% 172,559 39.76% 163.551 . (9,008)
193 NENANA CD OF 209,537 41.79% 87,566 39.76% 83,312 - (4,254)
134 PALMER, CITY OF 3,312,705 43.05% 1,426,120 39.76% 1,317,132 (108,968)
143 PETERSBURG. CITY OF 4,132,593 41.15% 1,700,562 39.76% 1,643.119 - (57.443)
198 SAXMAN, CITY OF 126,122 105.76% 133,387 39.76% 50,146 (83,241)
120 SITKA. CITY AND BOROUGH 9,012.579 43.31% 3.903,348 39.76% 3.583.402 (319,947)
2 of 5
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EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - Winners and Losers - FY0O8 Base
CHANGE TO COST SHARE - BEFORE 65/35 AND POBs

Gross Salaries

FY 08 Est.
FYO08 Board FY 08 Est. Average Rate Contribution - Loser FYO8 cost Winner FY08
Est. FY08 Requested Contribution - - 05 val w/ Straight Cost share > FYO08 cost share <
ER (FYO7 * 3%) Rate Orig level Samort Share original FYO08 original
107 VALDEZ, CITY OF 5,267,186 46.32% 2,439,761 39.76% 2,094,233 - (345,527)
135 WRANGELL., CITY OF 2,823,476 47.74% 1,347,928 39.76% 1,122,614 - (225,313)
PERS Poli Subs 427,761,855 159,755,152 170,078,114 25,212,896 (14,889,934)
152 ALASKA HOUSING FINANCE CORPORATION 18,397,143 26.68% 4,908,358 39.76% 7.314,704 2,406,346 -
267 ALEUTIAN HOUSING AUTHORITY 969,986 18.92% 183,521 39.76% 385,666 202.145 -
245 ALEUTIANS WEST CRSA 52,719 38.35% 20,218 39.76% 20,961 743
281 BARANOF ISLAND HA 476,399 15.12% 72,031 39.76% 189,416 117,385 -
270 BERING STRAITS RHA 1,078,781 17.62% 190,081 39.76% 428,923 238,842 -
223 BRISTOL BAY RHA 1,375,226 17.66% 242,865 39.76% 546,790 303,925 -
262 COOK INLET HOUSING AUTHORITY 4,298,799 17.00% 730,796 39.76% 1,709,203 978,407 -
224 COPPER RIVER BASIN RHA 614,337 17.45% 107,202 39.76% 244,260 137,059 -
263 INTERIOR RHA 1,203,929 16.73% 201,417 39.76% 478,682 277,265 *
284 INTER-ISLAND FERRY AUTHORITY 1,019,517 16.00% 163,123 39.76% 405,360 242,237 -
170 NORTH PACIFIC FISHERY MGMT COUNCIL 1,455,558 30.04% 437,250 39.76% 578,730 141,480 -
276 NORTH PACIFIC RIM HA 1,153,137 17.37% 200,300 39.76% 458,487 258,187 -
288 NORTHWEST INUPIAT HOUSING AUTHORITY 1,126,996 17.65% 198,915 39.76% 448,093 249,179 -
167 SOUTHEAST REGIONAL RESOURCE CENTET 1,377,180 34.41% 473,888 39.76% 547,567 73,679 -
2U SPECIAL EDUCATION SERVICE AGENCY 421,365 25.10% 105,763 39.76% 167,535 61,772 -
293 TAGIUGMIULLU NUNAMIULLU HOUSING AUT 1,450,856 14.90% 216,178 39.76% 576,860 360,683 -
279 TLINGIT-HAIDA RHA 2,331,908 20.69% 482,472 39.76% 927,167 444,695 -
106 ALASKA MUNICIPAL LEAGUE 310,281 52.74% 163,642 39.73% 123,368 - (40,275)
PERS Other 39,114,115 9,098,018 15,551,772 6,494,029 (40,275)
255 ALASKA GATEWAY SD 1,040,625 24.18% 251,623 39.76% 413,752 162,129
162 ALEUTIAN REGION SD 167,231 14.48% 24,215 39.76% 66,491 42.276
244 ALEUTIANS EAST BOROUGH SD 662,056 29.88% 197,822 39.76% 263,234 65,411
103 ANNETTE ISLAND SD 570,618 14.48% 82,625 39.76% 226,878 144,252
104 BERING STRAIT SD 7,076,188 24.49% 1,732,958 39.76% 2,813,192 1,080,534
112 COPPER RIVER SD 1,262,805 38.55% 486,811 39.76% 502,091 15,280
204 CRAIG CITY SD 855,564 35.26% 301,672 39.76%] 340,172 38,500
246 DELTA/GREELY SD 1,301.771 35.15% 457,572 39.76%, 517,584 60,012
205 DILLINGHAM CITY SD 1,393,179 27.30% 380,338 39.76%! 553,928 173,590)
117 FAIRBANKS NORTH STAR BOROUGH SD 28,134,102 36.49% 10,266,134 39.76%! 11,186,119 919,985 ]
141 GALENA CITY SD 3,209,254 23.72% 761,235 39.76%* 1,275,999 514,764
240 HAINES BOROUGH SD 558.563 35.16% 196,391 39.76% | 222,085 25,694
168 HYDABURG CITY SD 129,787 1| 25.87% 33,576 39.76%! 51,603 18.027
124 DITAROD AREA SD 963,638 35.83% 344,983 39.76% 383,143 38.160
108 JUNEAU BOROUGH SD 9,525,443 39.288S. 3,741,594 39.76%! 3.787,316 | 45,722
366,919 31 20% 114,479 39.76%! 145,887 31,408

265 <AKE CITY SD

3o0f5

Cost Share Alone 3/HS/2007
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EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - Winners and Losers - FY08 Base

CHANGE TO COST SHARE - BEFORE 65/35 AND POBs

Gross Salaries

FY 08 Est.
FYO08 Foard FY 08 Est. Average Rate Contribution - Loser FY08 cost Winner FY08
Est. FY08 Requested Contribution - - 05 val w/ Straight Cost share > FY08 cost share <
ER (FYO7 * 3%) Rate Oriq level $ amort Share original FYO08 original
2IT  KASHUNAMIUT SD 1,118,236 26.87% 300,470 jy./b lo A 11 144 141
177 KETCHIKAN GATEWAY BOROUGH SO 3,621,711 34.44% 1,247,317 39.76% 1,439,992 192,675
251 KLAWOCK CItY SD 429,395 35,15% 150,933 39.76% 170,728 19,795
125  KUSPUK SD t.617.224 32.06% 518.482 39.76% 643.008 124,526
164  LAKE AND PENINSULA BOROUGH SD 1,673,423 37.60% 629,207 39.76% 665.353 36.146
157 LOWER KUSKOKWIM SD 15,647,268 24.45% 3,825,757 39.76% 6.221.354 2,395.597
153 LOWER YUKON SD 4,818,306 35.46% .708.571 39.76% 1,915,758 207.187 *
110 MATANUSKA-SUSITNA BOROUGH SD 22,759.596 33.89% 7,713,227 39.76% 9.049.216 1,335.988
196  NENANA CITY SD 1.388.620 21.62% 300,220 39.70% 552.115 251,896
149  NOME CITY SD 1,734,034 34.58% 599,802 39.76% 689.651 89.849
161 NORTH SLOPE BOROUGH SD 8,890,221 29.57% 2,628,838 39.76% 3,534.752 905,914
154 NORTHWEST ARCTIC BOROUGH SD 7,887,420 20.70% 1,632,696 39.76% 3.136.038 1,503,342
257 PELICAN CITY SD 120,470 14.48% 17.444 39.76% 47,899 30,455
228 PETERSBURG CITY SD 804,936 35.92% 289,133 39.76% 320.043 30,910
156  PRIBILOF SD 574,219 29.28% 168,131 39.76% 228.309 60.178
221 SAINT MARY'S SD 431.096 16.66% 71,821 39.76% 171,404 99,583
225  SKAGWAY CITY SD 286.767 16.44% 47,145 39.76% 114,019 66.874
102~ SOUTHWEST REGION SD - 2,197,540 30.08% 661,020 39.76% 873.742 212,722
166  TANANA SD 153,340 18.98% 29,104 39.76% 60,968 31,864
209  UNALASKA CITY SD 850,870 26.87% 228,629 39.76% 338.306 109,677
264  YAKUTAT SD 289.667 ... 18.96% 54,921 39.76% 115.172 60.251
160 YUKON/KOYUKUKSD 1,493,899 20.02% 299,079 39.76% 593,974 294.896
159 YUKON FLATS SD 947.119 17 17% 162.6; ! 30.76% 376.574 213,954 ____ I
195  YUPITSD 1,743,107 18,26% 318,291 39./3%:; 693.059 374,768 m
11 ANCHORAGE SD 81,197,671 40.89% 33.201,728 39.76%t 32.284,194 - (917,534)
184  BRISTOL BAY BOROUGH SD 480,101 42 77% 205,339 39.76%: 190,888 (14.451)
105 CHATHAM SD 371,217 69 18% 256,808 39.76%! 147.596 - (109.212)
121 CHUGACH SD 292.626 42 23% 123,576 39.76%! 116,348 - (7,228)
185 CORDOVA CITY SD 653,926 56 88% 371,953 39.76% 260,001 * (111,952)
118  DENALI BOROUGH SD 1,083.629 42.65% 462,168 39.76% 430.851 : (31,317)
138  HOONAH CITY SD 695.935 45,14% 314,14b 39.76% 276,704 . (37.441)
1090  KENAI PENINSULA BOROUGH SD 13,089.068 45 44% 5,947.672 39.76% 5.204,213 * (743,459)
158  KODIAK ISLAND BOROUGH SD 4.874,624 41.11% 2.003.95T 39 76% 1.938,151 (05.807)
133 SITKA BOROUGH SD 2.070.752 50 66% 1,049.043 39.76% 823.331 (225.712)
155  SOUTHEAST ISLAND SD 678,719 68.73% 466.483 39.76% 269.859 (196.625)
137  VALDEZ CITY SD 1.937.697 46.80% 906.842 39.76% 770,428 (13G.4t4)
146  WRANGELL PUBLIC SD 761,395 41.94% 319,329 39.76% 302.731 ’ (16.598)
PERS School Districts 246,884.090 88,605,932 98.161.114 12,168.933 (2.613.751)
4 of 5
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EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION -
CHANGE TO COST SHARE - BEFORE 65/35 AND POBs

ER
TOTAL PERS

POLITICAL SUBDIVISIONS
SCHOOL DISTRICTS

STATE OF ALASKA

UNIVERSITY

OTHER PUBLIC ORGANIZATIONS

Prepared by Division ol Retirement and Benefits

Gross Salaries

Est. FY08
(FYO7 * 3%)
1,698,432,768

427,761,855
246,884,090
848.376,355
136,296,354
39.114,115
1,698,432,768

FY08 Board FY 08 Est.
Requested Contribution-
Rate Orig
676,829,555

159,755,152
88,605,932
373,370,434
46,000,019
9,098,018
676,829,555

Average Rate

level Samort

FY 08 Est.
Contribution -
Straight Cost

Share
675,296,869

170,078,114
98,161,114
337,314,439
54,191,430
15,551,772
675,296,869

Loser FY08 cost
share > FY08
original

52,067,268

25,212,896
12,168,933
8,191,411
6,494,029
52,067,268

Winners and Losers - FY08 Base

Winner FY08

cost share <

FYO08 original
(53,599,954)

(14,889,934)
(2,613,751)
(36,055,995)
(40,275)
(53,599,954)

Il the legislature were lo lund tho cost increases for political subdivisions and school districts like it has in the past, Ihe
change to a cost share program, in and ol itself, would cost lhe Slate millions in general fund monies.

50f5
Cost Share Alone
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EST PERS CONTRIBUTIONS -

ER

106
245
111
173
243
184
105
121
112
185
148
204
186
246
258
118
117
129
189
240
215
138
235

124
108
126
260

180
190
115
122
177
181

ALASKA MUNICIPAL LEAGUE
ALEUTIANS WEST CRSA
ANCHORAGESD

ANCHORAGE, MUNICIPALITY OF
ATKA, CITY OF
BRISTOL BAY BOROUGH SD
CHATHAM SD

CHUGACH SD

COPPER RIVER SD

CORDOVA CITY SD

CORDOVA, CITYOF

CRAIG CITY SD

CRAIG, CITYOF

DELTA/GREELY SD

DENALI BOROUGH

DENALI BOROUGH SD
FAIRBANKS NORTH STAR BOROUGH SD
FAIRBANKS, CITYOF

HAINES BOROUGH

HAINES BOROUGH SD

HOMER, CITYOF

HOONAH CITY SD

HUSLIA. CITYOF

IDITAROD AREA SD

JUNEAU BOROUGH SD

JUNEAU. CITY AND BOROUGH
KACHEMAK. CITYOF

KENAI PENINSULA BOROUGH
KENAIPENINSULA BOROUGH SD
KENAI. CITYOF

jKETCHIKAN GATEWAY BOROUGH
<ETCHIKAN GATEWAY BOROUGH SD
IKETCHIKAN, CITYOF

Prepared by Division of Retirement and Benefits

2 5
Gross Salaries

FY08 Board
Est. FYO8 Requested

(FYO7 *3%) Rate
310,281 52.74%
52,719 38.35%
81,197,671 40.89%
151,287,070 39.33%
99,456 34.02%
480,101 42.77%
371,217 69.18 vo
292,626 42.23%
1,262,805 38.55%
653,926 56.88%
2,307,407 52.49%
855.564 35.26%
1,667,345 33.56%
1,301,771 35.15%
155,766 51.83%
1,083,629 42.65%
28,134,102 36.49%
7,175,800 184.95%
1,661,014 43.85%
558,563 35.16%
5,104,318 35.96%
695,935 45.14%
120,616 40.43%
963,638 35.80%
9,525,443 39.28%
28,997,989 42.56%
24,942 90.23%
14,366,322 37.39%
13,089,068 45.44%
5,678,794 45.71%
4,697,575 32.18%
3.621.711 34,44%
8.185,616 52.61%

1of?2
Winners

6=2x5

F 08 Est.

Contribution

163,642
20,218
33,201,728
59,501,205
33,835
205,339
256,808
123,576
486.811
371,953
1,211,158
301,672
559,561
457,572
80,733
462,168
10,266,134
13,271,641
728,355
196,391
1,835,513
314,145
48,765
344,983
3.741,594
12.341,544
22,505
5,371,568
5,947,672
2,595,777
1,511,680
1,247,317
4,306,452

1 8
Average Cost Share
Rate (05  Contributions in

val) FYO08

31.86% 98,856
31.86% 16,796
31.86% 25,869,578
31.86% 48,200,060
31.86% 31,687
31.86% 152,960
31.86% 118,270
31.86% 93,231
31.86% 402,330
31.86% 208,341
31.86% 735,140
31.86% 272,583
31.86% 531,216
31.86% 414,744
31.86% 49,627
31.86% 345,244
31.86% 8,963,525
31.86% 2,286,210
31.86% 529,199
31.86% 177,958
31.86%]| 1,626,236
31.86%* 221,725
31.86% 38,428
31.86% 307,015
31.86%! 3,034,806
31.86% 9,238.759
31.86%! 7.946
31.86% 4577.110
31.86% 4,170,177
31.86% 1,809,264
31.86% 1,496,647
31.86% 1,153,877
31.86% 2.607,937

Exhibit 2a
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Page 6

LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB Winners FY08 Base

9 =8-6

Winners - FY08
cost share <

orig FYO08

(64,787)
(3,421)
(7,332,150
(11,301,144)
(2,148)
(52,379)
(138,538)
(30,345)
(84,482)
(163,612)
(476,018)
(29,089)
(28,345)
(42 828)
(31,106)
(116,924)
(1,302,609)
(10,985,432)
(199,156)
(18,433)
(209,277)
(92,420)
(10,337)
(37,967)
(706,788)
(3,102,785)
(14,559)
(794,458)
(1,777,495)
(786,513)
(15,032)
(93,440)
(1,698,515)

3/16/2007



EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB Winners FY08 Base

ER

251

174
158
128
125
247
164
153
109
110
193
149
139
191

134
200
228
143
198
133
1G5
120
123
155
167
113
137
107
146
135

Prep ircd by Division of Retirement and Bonetlts

KLAWOCK CITY SD

KODIAK ISLAND BOROUGH
KODIAK ISLAND BOROUGH SD
KODIAK, CITY OF

KUSPUK SD

LAKE AND PENINSULA BOROUGH
LAKE AND PENINSULA BOROUGH SD
LOWER YUKON SD
MATANUSKA-SUSITNA BOROUGH
MATANUSKA-SUSITNA BOROUGH SD
NENANA, CITYOF

NOME CITY SD

NOME, CITY OF

NORTH POLE, CITYOF

PALMER, CITYOF

PELICAN, CITYOF

PETERSBURG CITY SD
PETERSBURG, CITYOF

SAXMAN, CITY OF

SITKA BOROUGH SD

SITKA COMMUNITY HOSPITAL
SITKA, CITY AND BOROUGH
SOLDOTNA, CITY OF

SOUTHEAST ISLAND SD
SOUTHEAST REGIONAL RESOURCE CENTE
UNIVERSITY OF ALASKA PERS
WALDEZ CITY SD

V.Y.DEZ, CITY OF
IWRANGELL PUBLIC SD
WRANGE L. CITYOF

2 5
Gross Salaries |

FYO08 Board
Est. FYO08 Requested

(FYOQT7 *3%) Rate
429,395 35.15%
2,359.685 49.23%
4,874,624 41.11%
6,015,174 48.05%
1.617.224 32.06%
411,346 41.95%
1,673,423 37.60%
4,818,306 35.46%
12,730,979 33.89%
22,159,596 33.89%
209,537 41.79%
1,734,534 34.58%
2,532,588 36.02%
1,667,144 34.59%
3,312,705 43.05%
155,103 34.82%
804.936 35.92%
4,132,593 41.15%
126,122 105.76%
2,070,752 50.66%
4,559.308 32.58%
9,012,579 43.31%
2,847,540 33.94%
678,719 68.73%
1,377,180 34.41%
136,296,354 33.75%
1,937,697 46.80%
5.267,186 ! 46.32%
761,395 ) 41.94%
2,823,476 47.74%

2 of 2

Winners

6=2x5

FY 08 Est.

Contribution

150,933
1,161,673
2,003,958
2,890,291

518,482

172,559

629,207
1,708,571
4,314,529
1,713,227

87,566

599,802

912,238

576,665
1,426,120

54,007

289,133
1,700,562

133,387
1,049,043
1,485,422
3,903,348

966,455

466,483

473,888

46,000,019

906,842
2,439,761

319,329
1,347,928

]

Average

Rale

(05

val)

31
31
31
31
31
31

31
31
31
31
31
31

31,
3.
86%
86%
86%

31
31
31

31,
86%
86%

31
31

31
31,
86%

86%.

31

31.
31,
31.
86%
86%

31
31

86%
86%
86%
86%
86%
86%
31,
31,
86%
86%
86%
86%
86%
86%

86%
86%

86%
86%

86%

86%
86%

86%

86%;

8

Cost Share

Contributions in
FYO08

1

136,805
751,796

/553,055

1.916.435

1
4

7 '

1

1

1

2.

43

Exhibit 2a

515,248
131,055
533,153

535,112
,056,090

251,207

66,759
552,623
806,883
531,152

055,428

49,416
256,453
316,644

40,183
659,742

452.595

871,408
907,226
216,240
438,770

424,018

617,350

1,678,126

242,581

Paae 7

9 =8-6

Winners - FYO08
cost share <

orig FYO08
(14.127)
(409,877)
(450,903)
(973,857)
(3,234)
(41,505)
(96,054)
(173,459)
(258,439)
(462,020)
(20,807)
(47.179)
(105,356)
(45,513)
(370,692)
(4,591)
(32,680)
(383,918)
(93,204)
(389,301)
(32,827)
(1,031.940)

)
(250,244)
(35,118)
(2,576,001)
(289.492)
(761,635)
)
(448.368)

(51.680.852)

3/tG/?007



EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB

ER

208
255
152
267
162
230
244
259
203
283
103
281
171
219
104
270
136
144
223
262
224
163
282
205
178
211
116
183
141
192
199
285
168
275

AKUTAN, CITYOF
ALASKA GATEWAY SD

ALASKA HOUSING FINANCE CORPORATION

ALEUTIAN HOUSING AUTHORITY
ALEUTIAN REGION SD
ALEUTIANS EAST BOROUGH
ALEUTIANS EAST BOROUGH SD
ALLAKAKET, CITYOF

ANCHORAGE PARKING AUTHORITY
ANDERSON, CITYOF

ANNETTE ISLAND SD

BARANOF ISLAND HA

BARROW, CITYOF

BARTLETT REGIONAL HOSPITAL
BERING STRAIT SD

BERING STRAITS RHA

BETHEL, CITY OF
BRISTOL BAY BOROUGH
BRISTOL BAY RHA

COOK INLET HOUSING AUTHORITY
COPPER RIVER BASIN RHA
CORDOVA COMMUNITY MEDICAL CENTER
DELTAJUNCTION. CITY OF
DILLINGHAM CITY SD

DILLINGHAM. CITYOF

EGEGIK, CITYOF
FAIRBANKS NORTH STAR BOROUGH
FORT YUKON. CITY OF

GALENA CITY SD

GALENA, CITY OF
HOONAH, CITY OF
HOOPER BAY, CITY OF

HYDABURG CITY SD

| LISAGVIK COLLEGE

Prepared by Division of Retirement and Benefits

2
Gross Salaries

Est. FYO08
(FYOT *3%)

307,967
1,040,625
18,397,143
969,986
167,231
704,070
662,056
19,758
1,298,338
43,355
570,618
476,399
1,248.265
20,709,107
7,076,188
1.078,781
5,809,252
1,749,955
1.375.226
4.298,799
614,337
2,172,784
293,706
1,393,179
2,227,329
45,968
19,314,602
401,625
3,209,254
1,822,779
689,170
12,600
129,787
3,887,085

FVus

5

Board

Requested

R

10f3
Losers

ato

14.48%
24.18%
26.68%
18.92%
14.48%
20.31%
29.88%
14.48%
29.27%
14.48%
14.48%
15.12%
17.70%
21.87%
24.49%
17.62%
17.40%
29.90%
17.66%
17.00%
17.45%
29.97%
17.27%
27.30%
28.49%
31.40%
29.98%
14.48%
23.72%
16.88%
27.46%
14.48%
25.87%
16.19%

6=2x5

FY 08 Est.

Contribution

44,594
251,623
4,908,358
183,521
24,215
142,997
197,822
2,861
380,024
6,278
82,625
72,031
220,943
4,529,082
1,732,958
190,081
1,010,810
523,237
242,865
730,796
107,202
651,183
50,723
380,338
634,566
14,434
5.790,518
58,155
761,235
307,685
189,246
1,825
33,576
629.319

Losers FY08 Base

9 =8-6

Share Losers - FYO8

7 8

Average Cost

Rate (05 Contributions in
val) FYO08
31.86% 98,118
31.86% 331,543
31.86% 5,861,330
31.86% 309,038
31.86% 53,280
31.86% 224,317
31.86% 210,931
31.86% 6,295
31.86% 413,651
31.86% 13,813
31.86% 181,799
31.86% 151,781
31.86% 397,697
31.86% 6,597,922
31.86% 2,254,473
31.86% 343,700
31.86% 1,850,828
31.86% 557,536
31.86% 438,147
31.86% 1,369,597
31.86% 195,728
31.86%) 692,249
31.86%J 93,575
31.86% 443,867
31.86% 709,627
31.86% 14,645
31.86% 6,153,632
31.86% 127,958
31.86% 1,022,468
31.86% 580,737
31.86% 219,570
31.86% 4,014
31.86%) 41,350
31.86% 1,238,425

E xhibit 2b Paqo 8

cost share >
orig FYO08

53,525
79,920
952,972
125,516
29,065
81,320
13,109
3.434
33,627
7,535
99,173
79,749
176,754
2,068,840
521,515
153,618
840,018
34,299
195,282
638,802
88,526
41,066
42,852
63,529
75,061
211
363.115
69,802
261,233
273,052
30,323
2,190
7,774
609,106

3/10/2007



EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB

ER
263
284
265
211
151
221
140
2817
157
254

294"

196
175
241
170
276
145
161
220
154
288
257
187
156
266
221
172
176
278
286
182
225
132
102
218

INTERIOR RHA

INTER-ISLAND FERRY AUTHORITY
KAKE CITY SD

KASHUNAMIUT SD

KING COVE, CITYOF

KLAWOCK. CITYOF

KOTZEBUE, CITYOF

KOYUK, CITY OF

LOWER KUSKOKWIM SD
MEKORYUK, CITYOF

MOUNTAIN VILLAGE, CITY OF
NENANA CITY SD

NOME JOINT UTILITY SYSTEM
NOORVIK, CITY OF

NORTH PACIFIC FISHERY MGMT COUNCIL
NORTH PACIFIC RIM HA
NORTH SLOPE BOROUGH

NORTH SLOPE BOROUGH SD
NORTHWEST ARCTIC BOROUGH
NORTHWEST ARCTIC BOROUGH SD
NORTHWEST INUPIAT HOUSING AUTHORIT'
PELICAN CITY SD

PETERSBURG MEDICAL CENTER
PRIBIL.OF SD

OUINHAGAK, CITYOF

SAINT MARY'S SD

SAINT PAUL.CITYOF

SAND POINT. CITYOF

jSAXMAN SEAPORT

jSELDOVIA, CITY OF

|[SEWARD. CITYOF

ISKAGWAY CITY SD
[SKAGWAY, CITY OF

[ISOUTHWEST REGION SD

USPECIAL EDUCATION SERVICE AGENCY

Prepared by Division ol Retirement anti Benefits

2 5
Gross Salaries
FY08 Board
Est. FYO08 Requested
(FYOT *3%) Rate
1,203,929 16.73%
1,019,517 16.00%
366,919 31.20%
1,118,236 26.87%
932,592 26.53%
671,063 15.13%
3,632,278 17.13%
25,112 14.48%
15.647.268 24 .45%
3,189 20.53%
34,341 14.48%
1,388,620 21.62%
883,109 22.82%
90,423 15.92%
1,455,558 30.04%
1,153,137 17.37%
38,915,994 22.96%
8,890,221 29.57%
1,043,827 18.24%
7,887,420 20.70%
1,126,996 17.65%
120,470 14.48%
3,855.146 21.73%
574,219 29.28%
28,529 14.48%
431,096 16.66%
1.263,904 28.44%
925,242 29.98%
70,936 28.13%
64.281 21.58%
4,055,986 ' 31.14%
286,767 16.44%
1,851,825 25.36%
2,197,540 20.08%
421,365 25.10%
2 of 3
Losers

6=2x5

FY 08 Est.

Contribution
201,417
163,123
114,479
300,470
247,417
101,532
622,209
3,636
3,825,757
655
4,973
300,220
201,526
14,395
437,250
200,300
8,935,112
2,628,838
190,394
1,632,696
198,915
17,444
837,723
168,131
4,131
71,821
359,454
277,388
19,954
13,872
1,263,034
47,145
469,623
661,020
105,763

1 7

Average

Rate
val
31
31
31
31,
31,
31
31
31
31
31,
31
31
31,
31
31
31,
31
31,
31,
31,
31,
31,
31,
31
31
31
31
31,
31,
31,
31,
31,
31,
31,
31,

(05
)

86%
86%
86%

86%
86%

86%
86%
86%
86%

86%

86%
.86%

86%

86%
86%

86%

86%

86%
86%
86%
86%
86%
86%

86%
.86%
86%
86%

86%
86%)
86%)
86%
86%
86%
86% i
86%:

8

Losers FY08 Base

9 =8-6

Cost Share Losers - FYO08
Contributions in cost shate >

FYO08
383,572
324,818
116,901
356,270
297,124
213,801

1,157,244
8,001
4,985,220
1,016
10,941
442,414
231,359
28,809
463,741
367,389
12,398.636
2,832,424
332,563
2,512,932
359,061
38.382
1,228,249
182,946
9,089
137,347
402,680
294,782
22,600
20,480
1,292,231
91,364
589,991
700,136 1
134,247

Exhibit 2b Page 9

orig FY08
182,154
161,695
2,422
55,800
49,707
112,269
535,035
4,365
1,159,463
361
5,968
142,195
79,833
14,413
26,491
167,089
3,463,523
203,586
142,169
830,236
160,146
20,938
390,526
14,815
4.958
65.527
43,226
17,395
2,646
6,608
29,203
44,219
120,369
39,116
28,484

1/16/2007



EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB

ER

101
293
166
169
206
279
280
249
209
179
290
131
202
264
248
160
159
195

2
Gross Salaries

Est. FY08

(FYOT *3%)
STATE OF ALASKA PERS 848,376,355
TAGIUGMIULLU NUNAMIULLU HOUSING AUl 1,450,856
TANANA SD 153,340
TANANA, CITY OF 96,281
THORNE BAY, CITY OF 276,762
TLINGIT-HAIDA RHA 2,331,908
TOKSOOK BAY, CITY OF 28,493
UNALAKLEET, CITY OF 206,072
UNALASKA CITY SD 850,870
UNALASKA, CITYOF 9.647,494
UPPER KALSKAG, CITY OF 19,615
WASILLA, CITYOF 4,913,053
WHITTIER. CITYOF 1,031,368
YAKUTAT SD 289,667
YAKUTAT, CITY AND BOROUGH 744,132
YUKON/KOYUKUKSD 1,493,899
YUKON FLATS SD 947,119
YUPIITSD 1,743,107

Prepared by Division 01 Retirement and Benefits

FYOS8
Requ
R

30f3
Losers

5

Board
ested
ate
44,01%
14.90%
18.98%
14.48%
23.11%
20.69%
23.16%
29.89%
26.87%
23.34%
14.48%
24.38%
21.40%
18.96%
25.22%
20.02%
17.17%
18.26%

6=2x5

FY 08 Est.

Contribution
373,370,434
216,178
29,104
13,941
63,960
482,472
6,599
61,595
228,629
2,251,725
2,840
1,197,802
220,713
54,921
187,670
299,079
162,620
318,291

Losers FY08 Base

1 8
Average Cost Share
Rate (05 Contributions in

val) FYO08

47.92% 406,541,949
31.86% 462,243
31.86% 48,854
31.86% 30,675
31.86% 88,176
31.86% 742,946
31.86% 9,078
31.86% 65,654
31.86% 271,087
31.86% 3,073,692
31.86% 6,249
31.86% 1,565,299
31.86% 328,594
31.86% 92,288
31.86% 237,080
31.86% 475,956
31.86% 301,752
31.86% 555,354

Exhibit 2b Pane 10

8=8&

Losers- FYO08

cost share >
orig FYO08
33,171,5(5
246,065
19,750
16T 34
24,217
260,474
2,479
4,060
42,458
821,966
3,409
367,496
107,881
37 367
49.410
176,878
139,132
237,063

52,221,220

3/16/2007



ER

258
129
138
198

208
230
259
203
173
283
243
171
219
136
144

148

116

215

285
235
275
126
260
180
115
122
181
151
227
174
128

1

EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA- $1.7B in POB Winners/Losers FYO7 as base

Listing includes political subdivisions and school districts that have received rate relief in the past.

DENALI BOROUGH
FAIRBANKS, CITY OF
HOONAH CITY SD
SAXMAN, CITY OF

AKUTAN, CITY OF

ALEUTIANS EAST BOROUGH
ALLAKAKET, CITY OF
ANCHORAGE PARKING AUTHORITY
ANCHORAGE. MUNICIPALITY OF
ANDERSON, CITY OF

ATKA, CITY OF

BARROW, CITY OF

BARTLETT REGIONAL HOSPITAL
BETHEL. CITY OF

BRISTOL BAY BOROUGH

CORDOVA COMMUNITY MEDICAL CENTER

CORDOVA. CITY OF
CRAIG. CITY OF

DELTA JUNCTION, CITY OF
OILLINGHAM, CITY OF
EGEGIK, CITY OF

IFAIRBANKS NORTH STAR BOROUGH

FORT YUKON, CITY OF
GALENA, CITY OF

HAINES BOROUGH

HOMER, CITY OF

HOONAH. CITY OF

HOOPER BAY. CITY OF
IHUSLIA, CITY OF

i L'SAGVIK COLLEGE

JUNEAU. CITY AND BOROUGH
JKACHEMAK, CITY OF

KENAI PENINSULA BOROUGH
KENAI, CITY OF

KETCHIKAN GATEWAY BOROUGH
IKETCHIKAN, CITYOF
jIKING COVE, CITY OF
ItKLAWOCK, CITY OF

KODIAK ISLAND BOROUGH
KODIAK, CITY OF

Prepared by Dlvitlon ol Retirement and Oenelili

1

2

Gross Salaries

Est. FY07
(FY06'3%)

151,229
G,966,796
675,665
122,449

298,997
683,563
19,182
1,260,522
146,860,650
42,092
96,559
1,211,908
20,105,929
5,640,051
1,698,985
2,109,499
2,240,201
1,618,781
285,152
2,162,456
44,629
18,752,041
389,928
1,769.688
1,612,635
4 955,649
669.097
12,233

117,103 i

3,773,869
28,153,387
24,215
13.947.886
5,613.392
4,560,752
7,947,200
905,429
651,517
2,290,957
5.039,975

Est. FY08
(FY 07’ 3%)

155,766
7,175,800
695,935
126,122

307,967
704,070
19,758
1,298,338
151,287,070
43,355
99,456
1,248,265
20,709,107
5,809,252
1,749,955
2,172,784
2,307,407
1,667,345
293,706
2,227,329
45.968
19,314,602
401,625
1,822,779
1,661.014
5,104.318
689,170
12,600

120,616 ;

2,887,085
28,997,989
24.942
14,366,322
5.678,794
4,697,575
0,185,616
932,592
671,063
2,359,685
6,015,174

Hold Harmless

’

—-

3

FYO07 Ad|
Contributio
n Rate

39.00%
35.67%
40.36%
37.84%

13.32%
15.23%
15.00%
19.18%
18.65%
13.32%
21.92%
17.26%
17.20%
15.08%
17.99%
20.14%
19.77%
25.33%
14.47%
21.16%
18.80%
20.93%
13.32%
13.40%
27.17%
17 92%
20 75%
13.32%
23 27%
13.90%
21 22%
30 37'.,,
22 81%
18.67%
20.49'
29.92%
19 63%
14.35%
15.00%
21.21%

1of4

4=1x3

FY 07 Est.
Contribution

58.979
2,485,056
272,698
46,335

39,826
104,107
2,877
241,768
27,393,241
5,607
21,166
209,175
3,458,220
850,520
305,647
424,853
442,888
410,037
41,261
458,008
8,390
3,924,802
51,938
237,138
438,153
888,052
138,838
1,629
27,250
524,568
5,974,149
7,354
3,181,513
1,029,350
934,498
2,377,802
177,736
93,493
343,643
1,238,659

5

FYO08 Board
Requested
Rale

51.83%
184.95%
45.14%
105.76%

14.48%
20.31%
14.48%
29.27%
39.33%
14.48%
34.02%
17.70%
21.87%
17.40%
29.90%
29.97%
52.49%
33.56%
17.27%
28 49%
31 40%
29.98%
14.48%
16.88%
43.85% 1
35.96%i
27 46%
14.48%
40.43%
16.19%:
42.56%
90 23%'
37.39%]
45.71%!
32 18%f
5261%
26.53%]|
15.13%)
49 23%
48 05%)

10 11 12 = 11-4 13= 11-4
Winners
Average Cost Share Losers FYOE FYO08 cost
Rate (05 Contributions in cost share > share <
val) FYO08 FYO07 FYO07
31.86% 49,627 - (9,352)
31.86% 2,286,210 - (198,846)
31.86% 221,725 - (50.974)
31.86% 40,183 - (6,152)
31.86% 98,118 58,292
31.86% 224,317 120.210
31.86% 6,295 3.417
31.86% 413,651 171,882 -
31.86% 48,200,060 20,806,819
31 86°/ 13.813 8,206
31.86% 31,687 10,521
31.86% 397,697 188,522
31.86% 6.597.922 3,139,702
31.86% 1,850,828 1,000,308
31.86% 557,536 251,888
31.86% 692,249 267,396
31.86% 735,140 292,252
31.86% 531,216 121,179
31 86% 93,575 52,313
31.86% 709,627 251,G19
31 86% 14,645 6,255
31.86% 6,153,632 2,228,830
31 86% 127,958 76,019
31 86% 580,737 : 343.599 :
31 86% 529,199 j 91,046
31.86 t 1,626,236 738,184
31 86% 219,570 80,732
31 86% 4.014 2,385
31.86% 38,428 1 11,178
31 86% 1.238,425 713,857
31 86% 9.238,759 3.204.G10
31.86% 7,946 592
31 86% 1 4,577,110 1 1,395.598
31 86%j 1,809,264 779,913
31,8G%]| 1,496,647 562,149 |
31 86% - 2.607,937 230,135
31.86%, 297,124 119.308
31.86% 213.801 12U.308
©31.86% 751,796 408,152
31 86% 1.916,435 : G77.77G
. 3/16/2007
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ER
140
237

109
254
294

202
135
248

255
162
244

EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB Winners/Losers FYO07 as base

Listing includes political subdivisions and school districts that have received rate relief in the past.

KOTZEBUE. CITY OF

KOYUK, CITY OF

LAKE AND PENINSULA BOROUGH
IMATANUSKA-SUSITNA BOROUGH
MEKORYUK, CITY OF

MOUNTAIN VILLAGE. CITY OF
NENANA, CITY OF

NOME JOINT UTILITY SYSTEM
NOME. CITY OF

NOORVIK, CITY OF

NORTH POLE, CITY OF
NORTHSLOPE BOROUGH
NORTHWEST ARCTIC BOROUGH
PALMER, CITY OF

PELICAN, CITY OF
PETERSBURG MEDICAL CENTER
PETERSBURG. CITY OF
QUINHAGAK, CITY OF

SAINT PAUL, CITY OF

SAND POINT. CITY OF

SAXMAN SEAPORT

SELDOVIA, CITY OF

SEWARD, CITY OF

SITKA COMMUNITY HOSPITAL
SITKA CITY AND BOROUGH
SKAGWAY. CITY OF

SOLDOTNA. CITY OF

TANANA, CITY OF

THORNE BAY, CITY OF
TOKSOOK BAY, CITY OF
UNALAKLEET. CITYOF
IUNALASKA. CITYOF

UPPER KALSKAG. CITY OF
VALDEZ. CITY OF

WASILLA, CITYOF

WHITTIER. CITYOF

WRANGELL, CITY OF

IYAKUTAT. CITY AND BOROUGH

ALASKA GATEWAY SD
UALEUTIAN REGION SD
VLEUTIANS EAST BOROUGH SD

Prepared by Division of Retirement and Uerieflts

1

Gross Salaries

Esl. FY07
(FY06 ' 3%)
3,526,483
24,381
399,365
12,360,174
3,096
33,340
203,434
857,388
2,458,823
87,789
1,618,587
37,782,518
1,013,424
3,216,218
150,586
3,742,860
4.012,226
27,699
1,227,091
898,294
68,870
62,409
3,937,850
4.426,512
8,750,077
1,797,888
2,764,602
93,476
268.701
27.663
200,070
9,360,499
19.044
5,113,773
4,769,954
1,001,328
2,741,239
722,458

1,010,315
162,360
642,773

2

Est. FY08
(FY07*3%)

3,632,278
25,112
411,346
12,730,979
3,189
34,341
209,537
883,109
2,532,588
90,423
1,667,144
38.915,994
1,043,827
3,312,705
155,103
3,855,146
4,132.593
28,529
1,263,904
925,242
70,936
64,281
4,055,966
4,559,308
9,012,579
1,851,825
2,847,540
90,281
276,762
28,493
206.072
9,647.494
19.G1G |1
5.267,186 !
4,913,053 j
1,031,368 1
2,823,476
744,132

1,040,625 1
167,231 1
662,056 1

Hold HflrmICSS

3

FYO07 Adj
Contrlbutlo
n Rate

13 32%
15.39%
27.90%
20.99%
13.32%
13.32%
24.40%
14.11%
15.50%
13.45%
20.00%
17.62%
14.19%
23.54%
18.86%
15.89%
£8.53%
13.32%
17.35%
17.11%
19.39%
16.64%
18.74%
21.96%
24.02%
19.94%
19.46%
13.32%
17.61%
17.28%
19.87%
18.50%
16.23%
18 91%
18.91
15.00%
21.72%
17.97%

18.67%
13.32%
23 72%

2 of 4

4=1x3

FY 07 Est.

Contribution
469,728
3,752
111,423
2,594,401
412
4,441
49,638
120,977
381,118
11,808
323,717
6,657,280
143,805
757,098
28,400
594,740
1,144,688
3,689
212,900
153,698
13,354
10,385
737,953
972,062
2,101,768
358,499
537,992
12,451
47,318
4,780
39,754
1,732,802
3,091
967,014
901,998
150,199
595,397
129,826

188,626
21,625
152,466

5

FYO08 Board
Requested
Rate

17.13%
14.48%
41.95%
33.89%
20.53%
14.48%
41.79%
22.82%
36.02%
15.92%
34.59%
22.96%
18.24%
43.05%
34.82%
21.73%
41.15%
14.48%
28.44%
29.93%
28.13%
21.58%
31.14%
32.58%
43.31%!
25.36%
33.94%
14 48%
23.11%
23.16% |
29 89%
23.34%.
14.48%:
46 32%I
24.38%!
21.40%
47.74%
2.-22%

24.18%lI
14.48%]1
29 88%"

10 11 12 = 11-4 13 = 11-4
Winners

Average Cost Share Losers FYOE FYO08 cost
Rate (05 Contributions in cost share > share <

val) FYO08 FYO07 FYO07

31.86% 1,157,244 687,516

31.86% 8,001 4,249

31.86% 131,055 19,632

31.86% 4,056,090 1,461,689

31.86% 1,016 604

31.86% 10,941 6,500

31.86% 66,759 17,121

31.86% 281,359 160,381

31.86% 806,883 425,765

31.86% 28,809 17,001

31.86% 531,152 207,435

31.86% 12,398,636 5,741.356

31.86% 332,563 188,758

31.86% 1,055,428 298,330

31.86% 49,416 21,015

31.86% 1,228,249 633.509

31.86%! 1,316,644 171,956

31.86% 9,089 5,400

31.86% 402,680 189,779

31.86% 294,782 141,084

31.86% 22,600 9,246

31.86% 20.480 10,095

31.86% 1,292,237 554,284

31.86%"' 1.452 595 480,533

31.86%]| 2,871.108 769,639

31.86%]j 589,991 : 231,492

31.86%! 907,226 i 369,235

31.86% 30,675 ! 18.224

31.86% 88,176 1 40.858

31.86% 9,078 4,298

31.86%1 65,654 25,901

31.86%! 3.073,692 1,340,889 '

31.86%"' 6,249 3.159

31 86% 1,678.126 711,111

31.86%" 1,565,299 1 663,300 .

31.86%! 328,594 ' 178,395

31.86%J 899,560 ! 304,162

31.86%! 237.080 ' 107,255 '

1

31.86%" 331,543 142,917 -

31.86% 53,280 31,653

31 86%.i 210,931 58.465 .

1/10/200/
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ER
111
103
104
184
105
121
112
185

246
118
205
117
141

168*
124
108
265
211
190

EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - S1.7B in POB Winners/Losers FY07 as base

I
HJuUll I1Mulivuvu

ANCHORAGE SD

ANNETTE ISLAND SD

BERING STRAIT SD

BRISTOL BAY BOROUGH SD
CHATHAM SD

CHUGACH SD

COPPER RIVER SD

CORDOVA CITY SD

CRAIG CITY SD

DELTA/GREELY SD

DENALI BOROUGH SD

DILLINGHAM CITY SD

FAIRBANKS NORTH STAR BOROUGH SD
GALENA CITY SD

HAINES BOROUGH SD

HYDABURG CITY SD

IDITAROD AREA SD

JUNEAU BOROUGH SD

KAKE CITY SD

KASHUNAMIUT SD

KENAI PENINSULA BOROUGH SD
KETCHIKAN GATEWAY BOROUGH SD
KLAWOCK CITY SD

KODIAK ISLAND BOROUGH SD
KUSPUKSD

LAKE AND PENINSULA BOROUGH SD
LOWER KUSKOKWIM SD

LOWER YUKON SD
MATANUSKA-SUSITNA BOROUGH SD
NENANA CITY SD

NOME CITY SD

NORTH SLOPE BOROUGH SD
NORTHWEST ARCTIC BOROUGH SD
PELICAN CITY SD

PETERSBURG CITY SD

PRIBILOF SD

SAINT MARY'S SD

SITKA BOROUGH SD

SKAGWAY CITY SD

SOUTHEAST ISLAND SD

SOUTHEAST REGIONAL RESOURCE CENTE

SOUTHWEST REGION SD
SPECIAL EDUCATION SERVICE AGENCY

Pigpaicd byDiviilen o Retlierenl and Berellt

1

Gross Salaries

Est. FY07
(FY06 * 3%)
78,832.691
553,998
6,870,085
466.118
360,405
284,103
1,226,024
634,879
830,645
1,263,855
1,052,067
1,352,601
27,314,662
3,115,781
542,294
126,007
935,571
9,248,003
356,232
1.085,666
12,707,833
3,516,224
416,889
4,732,645
1,5/0,121
1,624.682
15,191,522
4,677,967
22,096,696
1,348,175
1,684,014
8,631.283
7,657,689
116,961
781.491
557.494
418.540
2,010,439
278,415
658,950
1,337,068
2.133,534
409.092

Est. FYOB
(FYO7 *3%)
81,197,671
570,618
7.076,188
480,101
371,217
292,626
1,262,805
653,926
855,564
1,301,771
1,063,629
1,393,179
28,134,102
3,209,254
558,563
129,787
963,638
9,525,443
366,919
1,118,236
13,089,068
3,621,711
429,395
4,874,624
1,617,224
1,673,423
15,647.268
4.818,306
22,759,596
1,388,620
1.734,534
8.890,221
7,887,420
120,470
804,936
574.219
431,096
2,070,752
286.767
678,719
1,377.180
2.197,540
421,365

3 4=1x3 5
FYO07 Ad) FY08 Board
Contrlbutlo FY 07 Est. Requested
n Rate Contribution Rate
24.25% 19.116,928
’3.32% 73,793 14.48%
18.39% 1,263,409 24.49%
_22.10% 103,012 42.77%
20.93% 75,433 69.18%
2021% 57,417 42.23%
23.26% 285,173 38 55%
20.46% 129,896 56.88%
23.74% 197,195 35.26%
20.79% 262,756 35.15%
23.63% 248,603 42.65%
18.53% 250,637 27.30%
20.91% 5,711,496 36.49%
18.38% 572,681 23.72%
21.43% 116,214 35.16%
15.00% 18,901 25.87%
22.00% 205,826 35.80%
22.93% 2,120,567 39.28%
21.89% 77,979 31.20%
18.71% 203,128 26.87%
21.81% 2,771,578 45.44%
20.86% 733,484 34.44%
24.83% 103,513 35.15%
J9.85% 939,430 41.11%
19 22% 301,777 32.06%
21.58% 350,606 37.60%
18.22% 2,767,895 24.45%
17.47% 817,241 35.46%
20 99% 4,638,096 33 89%
17.79% 239,840 21.62%
25.54% 430,097 34 58%
21.03% 1,815,159 29.57%
15.00% 1,148,653 20 70%
13.32% 15,579 14.48%
18.28". 142,857 35.92%
25 06% 139,708 2928%
13.32% 55,749 16.66%
24.04% 483,310 50.66%
22.63% 63,005 16.44%
25 55% 168,362 68.73%
20.28% 271,157 34.41%
20.30% 433,107 30.08%
14.42% 58,991 25 10%
3ot4

Hold Hnrmless

c.ihriivisinns and school districts that have received rate relief in the past.

10 1
Average Cost Share
Rate (05 Contributions in

val) FYO08

25 869 578

31.86% 181,799
' '31.86% 2,254.473
31.86% 152,960
31.86% 118.270
31.86% 93,231
31.86% 402,330
31.86% 208,341
31.86% 272,583
31.86% 414,744
31.86% 345,244
31.86% 443,867
31.86% 8,963,525
31.86% 1,022,468
31.86% 177,958
31.86% 41,350
31.86% 307,015
31.86% 3.034,806
31.86% 116.901
31.86% 356,270
31.86% 4,170,177
31.86% 1,153,877
31.86% 136,005
31.86% 1,553,055
31.86% 515.248

31,86% 533,153

31.86% 4,985.220

31.86% 1,635,112

31.86% 7,251.207

31.86% 442,414
31.86% 552,623
31.86% 2.832,424
31.86% 2,512,932
31 80% 38.382
31 86% 256,453
31 86% 162,946
31.86% 137,347
31 86% 659,742
31.86% 91,364
31.86% 216,240
31.86% 438,770
31.86% 700,136
31.86% 134,247
Exhibit 3

12= 11-4 13= 11-4
Winners
FYos FYOB cost
share <
FYO07

Losers
cost share >
FYO07
6 752,651
108,006
991,065
49,948
42,837
35,813
117,156
78.444 -
75,388
151,989
96,641
193,230 *
3.252,029
449,788
61,745 L
22,449 -
101.190
914.239 R
33,921
153,142
1.398.599
420.393
33.292
613,625
213.470
182,546
2.217,324 -
717,871
2,613.111 *
202 574 -
122.525
1,017,266 -
1,364,279
22.803
113,596
43.238
01,598
176,432
28,359
47,878
167.612
267,029
75,256 *

I=167007

Page 13



ER
166
209
137
146
26*1
160
159

EST PERS CONTRIBUTIONS - LEVEL $ AMORTIZATION - COST SHARE - 65% SOA - $1.7B in POB Winners/Losers FY07 as base

Listing includes political subdivisions and school districts that have received rate relief in the past.

TANANA SD
UNALASKA CITY SD
VALDEZ CITY SD
WRANGELL PUBLIC SD
YAKUTAT SD
YUKON/KOYUKUKSD
YUKON FLATS SD
YUPIIT SD

Prepared by DMdan ot Retlrem.,

J Brefit*

1

2

Gross Salaries

Est. FYO07
(FY06 ' 3%)
148,874
826,088
1,881,259
739,219
281,230
1.450,387
919,533
1,692,337

Esl. FYOB
(FYOT7 * 3%)
153,340
850,870
1,937,697
761,395
289,667
1,493,899
947,119
1,743,107

Hold Harmless

3

FYO07 Ad|
Contributio
n Rate
16.59%
21.47%
15.35%
19.96%
15.49%
13.70%
13.32%
14 52%

Aof 4

4=1x3

FY 07 Est.

Contribution
24,698
177,361
288,773
147,548
43,563
198,703
122,482
245,727

133,547,397

5

FY08 Board
Requested
Rate
18 98%
26.87%
46.80%
41.94%
18.96%
20.02%
17.17%
18.26%

10

Average
Rate (05
val)
31.86%
31.86%
31.86%
31.86%
31.86%
31.86%
31.86%
31.86%

11 12 = 11-4 13 = 11-4
Winners
Cost Share Losers FY08 FYO08 cost
Contributions in cost share > share <
FYO08 FYOQ7 FYO07
48.854 24,156
271,087 93.726
617,350 328,577
242,581 95,032
92,288 48,725
475,956 277,253
301,752 179,270
555,354 | 309,627
215,515,214 82,233.141 (265,324)
3607

Exhibit 3 Page 14
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Departm ent of Adm inistration

FYO7 - FYO08

PERS

Contributions estimated in FY 07 (all sources) $354.8 M
FYO8 Legislation and operating budget
SB 52/HB 97 Education Bill
Rate relief for school districts PERS/TRS contributions $37.0 M* GF
SB 50/HB 95 Budget Bill
PERS Municipal and Political Sub Division rate relief $77.5 M* GF

Governor’'s Budget Amendments
PERS Payroll Base Correction (line 25) 0.6 M*GF
PERS Non-School Dist. ER rate increase relief (line 26) 0.2 M*GF
PERS School Dist. Payroll Base Correction (line 27) 0.1 M*GF

TRS Non-School Dist ER rate increase relief (line 29)
TRS School Dist. Payroll Base Correction (line 28)

Transfer TRS increase funding from agencies to TRS DB plan:
Education and Early Development (line 22 and 30)
Labor and Workforce Development (line23)
University of Alaska (line 24)

SOA and University PERS increase
(In operating budget for executive and

legislative branches) $163.8 M* GF

Total Increase in FY0O8 C /ernor's Budget $ 279.1 M* GF
Non-GF increases - Governor’s budget 62.0 M
Non-GF increases for other employers 21 M
PERS/TRS Estimated Costs (all sources) $698.1 M

CSHB 97 amend TRS rate to normal cost
Not reflected in operating budget

Note: Included in DOA's FY08 Operating Budget.

aia..kans ph£iiihly
ff .o/I*V . /<Ack AM*,

TRS

$164.3 M

$170.5 M* GF

0.5 M* GF
1.7 M* GF

1.0 M* GF
04 M”GF
13.3 M* GF

$187.4 M* GF

$351.7 M

$78.0 M GF

Page



Political Subdivisions
Polilical Subdivisions
School Districts

School Districts

SE Regional Resource Clr
Spec Educ Service Agency

Legislation

SB50 - Poll subs - Budget Bill
SB52 - Education Bill

Tolal

Assumptions:
PERS goes to a cost shore

2005 Valuation Rato - Level Dollar Amortization

PERS Cost Share

SOA takes 65% of 6/30/2005 Unfunded and issues S 1.7 billion in POBs

R & B Estimated Contributions

FYO07 contribution FYO08 contribution
amounts per amounts per
ARMB sot rates ARMB set rales

81,673,165 159,745,815

9,720 9,337

51,471,358 88,558,787

63,005 47,145

2/1,157 473,888

58,991 105,763
Original

77.474,716

36,961,562

114.456.280

Stale picks up 65% of 6/30/2005 unfunded liability
51 7 billion in POBs aro issued by 6/30/2007

Piepared by Division of Kotiromonl and Bnnofils

Increase

78,072.650

37,087,429

202,731
46,772

'Vmond

597,931
355.372

953,303

Amended

78,072,649
37,336,934

115,409,563

R & B Impact of changos

Cost Share -
1 05 Valuation rato -
I SOA lakes 65% -

Cost Share
contributions less
original FYOB
contributions

(23,470,2251
(9,948,661)

(35.118)
28,484

Impact on SOA From OMB

(excluding University)

51.78 POB
136,284,927
78,657,271
436,770
134,247
4
Funding Source
GF
Fed Ns.
Other
Tolal
]

GF increase over ong 08 budget (per OMB)

Post vacancy

25,095,400
1,901.100
8.924,900

35,921,400

iGF savings for Universily in 08 (per OMB)

Tolal GF cost -rovued

GF in SB52 and SB50 amended
GF added cost (savings) from proposal

Relief lo Employors
whoso cost share
rale (31.86%) > orig
FYO07 rato
54,816,392
27,173,801

167,612 27,416,749
75,256

54,816,392 *
27,416,749 *

62,233.141

25,095,400 Rale from 44.01% lo 47.92%
(2,542,600) Rato from 33.75° lo 31.80%

104,785,941

115,409,563
(10.623.042)

Exhibit 5<i Page 16 3/17/2007



735
707

_709_

761
710
712
777
746
714
717
718

ESTIMATED TRS CONTRIBUTIONS WITH LEVEL DOLLAR AMORTIZATION, S0.5 billion in cash, S2 billion in POBs

1 Original spreadsheet excluded retiree rehire

ALASKA GATEWAY SD

ALEUTIAN REGION SD

ALEUTIANS EAST BOROUGH SD
ANCHORAGE SD

ANNETTE ISLAND SD

BERING STRAIT SD

BRISTOL BAY BOROUGH SD
CHATHAM SD

CHUGACH SD

COPPER RIVER SD

ICORDOVA CITY SD

CRAIG CITY SD

DELTA/GREELY SD

DENALI BOROUGH SD

DILLINGHAM CITY SD

FAIRBANKS NORTH STAR BOROUGH SD
GALENA CITY SD

HAINES BOROUGH SD

HOONAH CITY SD

HYDABURG CITY SD

IDITAROD AREA SD

JUNEAU BOROUGH SD

KAKE CITY S D

KASHUNAMIUT SD

KENAI PENINSULA BOROUGH SD
KETCHIKAN GATEWAY BOROUGH SD
KLAWOCK CITY SD

KODIAK ISLAND BOROUGH SD
KUSPUK SD

LAKE AND PENINSULA BOROUGH SD
LOWER KUSKOKWIM SD

LOWER YUKON SD
MATANUSKA-SUSITNA BOROUGH SD
NENANACITY SD

NOME CITY SD

'NORTH SLOPE BOROUGH SD
'NORTHWEST ARCTIC BOROUGH SD
'PELICAN CITY SD

-PETERSBURG CITY SD

PRIBILOF SD

ISAINT MARY'S SD

isiTKA BOROUGH SD

SKAGWAY CIFYSP

Prepared by DIviHon o! Hcilrpnicm and flcnolrts

FYO07
Contribution
Rate

26.00%
26.00%
26 00%
26 00%
26 00%
2G00%
26 00%
26 00%
26 00%
26 00%
< 6.00%
26 ,00%
26 00%
26 ,00%
26 .00%
26 .00%
26 ,00%
26 00%
26 .00%
26 ,00%
26 00%
26 .00%
26 00%
26 QOV,
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 CI%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%
26 00%

4=1x3

FY 07 Est.
Contribution

562,197
127,884
572,108
52,710,264
515,025
3,245,987
243.067
255.067
337,862
722,023
525,920
638,323
1,088,920
573,462
794,234
16,210,381
1,178,166
389,513
272,002
180,855
459,768
5,877,721
186,548
464,708
10,466,902
2,745,257
268,992
3,712,193
700,460
374.582
6,017.315
2,450,581
16.842,033
487,668
915,887
3,808,770
3.476,647
33,925
699,001
190,178
210,952
1,994,03?
196,917

FYO08 Board
Adopted
Rate

54.03%
54.03%
54,03%
54.03%
54 03%
54.03%
54.03%
54,03%
54X13%
54.03%

_54.03%

54.03%
54.03%
54X 3%
54,03%
54.03%
54.03%
54.03%
54.03%
54.03%
54.03%
54.03%
54X3%
54.03%>
54X5%
54.03%
54.03%
54.03%
54:03%
54.03%
54.03%
54 03%
54 03%
54.03%
54.03%
54.03%
54 03%
54.03%
54.03%
54.03%
5403%
54.03%
54 03%

lof 2

6 =2x5

FY 03 Est.
Contribution

1,203,337
273,725
1,224,550
112,822,064
1,102,370
6,947.773
520,264
545,951
723,166
1,545,432
1,125,689
1.366.278
2,330,745
1,227,449
1,699,994
34,709,853
2,521,769
033,721
582,198
387.105
984,095
12,580,787
399,290
994,670
22,403,559
5,870,001
575,756
7.945.649
1.499.278
1,871,973
12,879,576
5,245,271
36,049,012
1,043,813
1,960,383
8,152,364
7.441,482
72,615
1,496,155
407,061
451,526
4,268,064
421,486

TRS GF savings

9=7+38

Total FYOB
Increase over
FYO07

641,140
145,841
652,443
60,111,799
587,345
3,701,786
277,198
290,883
385,304
823,409
599,769
727,955
1,241,825
653,987
905,760
10,493.472
1,343,603
444,208
310,196
206,250
524,328
6,703,066
212,742
529,962
11,936,657
3,130,744
306,764
4,233,456
798,818
997,390
6,862,261
2,794,690
19,206,979
556.145
1,044,496
4,343,594
3,964,835
38.689
797,154
216,683
240,574
2,274,032
224,568

FYO08 Rate after
S0.5B deposit
and S2B POB

47.261
47.26%
47.26%
47.261
47.26%
47.26%
47.26%
47.26%
47.26%
47.261L
47.26%
47.20%
47.26%
47 261b
47.26%
47.26%
-7 26%
47 26%
47.26%

472 6%
47.26%,

*47 26%
47.20%,
A7.26%
4.6 %i
47X6%
47.261b
47,26%
47.20%,
47.26%

_47_26%
47,26%
47.26%,
4726%
47X6%
47.261b]
47X 61bi
47 26%"
47.261b'
47 26%"
47.26%:;
47 26%
47 261b

Exhibit 5b

after SO0.5B deposit
and S2D POB

1,052,558
239,427
lo071 113

"0e.685,373

964,242

6 077,212
455,075
477,543
632X53
.351,788
"984.639
,195,082
,038,700
1,073.649
J J186.984
30 360.632
2205,790
729,255
509.248
338X00
860,737
11,004,405
349 259
870.037
19.596,376
5.139,733
503,613
6,950,053

1,311,418

1,637,413
11,265.755
4 588,035
31,532,044
913,022
1,714,745
7,130,866
6,f)09.059 '
63.516 ;
1,308,686 j
356,056 ;
894,949 ;
733.272
368,673 °

Page 17

FY08 Contributions
FYO08 Contributions alter S0.5B deposit and
S2B POB In excess of
original FY08 Contrib.

(150,779)
(34,298)
(153,437)
(14.136,690)
(138,128)
1870.561)
(65.190)
(68,408)
(90,613)
(193,644)
(141,050)
(171,196)
“(292,044")
(153,800)
(213.011)
(4,349,171)
(315X 80)
(104,166)
(72,950)
(48.504)
(123,308)
(1.576.382)
(50,031)
("124.633)
(2,807,183)
(736.267)
(72.143)
(995,596)
(187,861)
(234,560)
(1,613,021)
(657,236)
(4,516,969)
(130.791)
(245,637)
(1,021,497)
(932,423)
(9,099)
(187,469)
(51,005)
(56.576)
(534.792)
(52.813)

V62007



ESTIMATED TRS CONTRIBUTIONS WITH LEVEL DOLLAR AMORTIZATION, S0.5 billion in cash, $2 billion in POBs

ER
769

775
729
730
731
732
762
763
778"

743
779
733

SOUTHEAST ISLAND SD
SOUTHWEST REGION SD
TANANA SD

UNALASKA CITY SD
VALDEZ CITY SD
WRANGELL PUBLIC SD
YAKUTAT SD

YUKON/ KOYUKUKSD
YUKON FLATS SD
YUPIIT SD

TRS School Districts

ALASKA DEPARTMENT OF EDUCATION
SOUTHEAST REGIONAL RESOURCE CENTE
SPECIAL EDUCATION SERVICE AGENCY
UNIVERSITY OF ALASKA

TRS Other

TOTAL TRS

Prepared tyOlvUlon ol Retirement and Pencill*

FYO07
Contribution

Rate
20 00%
26.00%
26.00%
26.00%
26.00%
26.00%
26.00%
26.00%
26.00%
26.00%

26.00%
26.00%
26.00%
2600%

FY 07 Est.

Contribution
135,931
1,267,442
66,299
623,572
1,097.657
439,574
182,390
1,278,234
552,090
776,133
150,949,618

1,244,263
209,458
259,264

11.633,738
13,346,724

164,296,342

FYO08 Board
Adopted
Rate
54 03%
54.03%
54703%
54 03%
54.03%
54.03%
54.03%
54 03%
54.03%
54.03%

54.03%
54.03%
54.03%
54.03%

20f 2

FY 08 Est.
Contribution

933,075
2,712,857
141,908
1,334,706
2,349,446
940,872
390,391
2,735,957
1,181,704
1,661,251
323,095,465

2,663,245
448.329
554,933

24,901.077
28,567,584

351,663.050

TRS GF savings

Total FYOB

Increase over
FYO07

497,144
1,445,415
75,609
711,134
1,251,789
501,298
208,001
1,457,723
629,614
885,117

1,418,982
238,870
295,669

13,267,339
15,220,860

187,366,708

FYO08 Rate alter
S0.5B deposit

FYO08 Contributions

FYO08 Contributions after S0.5B deposit and
alter S0.5B deposit S2B POB Inexcess of

and S2B POB and S2B POB original FY08 Contrib.
47.26% 816,160 (116,915)
47.26% 2,372,934 (339.923)
47.26% '124,127" (17,781)
47.26% 1,167/167 (167,240)
47.26% 2,055,059 (294,387)
47.26% 822,980 (117,892)
47.26% 341,475 (48,916)
47.26% 2,393,139 (342,817)
47.26% 1,033,635 (148,068)
47.26% 1,453,095 (208,156)
282,611,359 (40,484,107)

47.26% 2,329,539 (333,707)
47.26% 392.153 (56,176)
47.26% 465,399 (69,534)
47.26% 21,780,953 (3,120,124)
24,988,044 (3,579,040)

307,599,403 (44,063,647)

|
Mitr'QOT
Exhibit 5b Page 18



abed ®w 1qiyx3

67T

buckconsultants \

an acs CcOmpany a c S-

March 14, 2007
VIA EMAIL

Ms. Charlene Morrison

Chief Financial Officer

State of Alaska

Department of Administration
Division of Retirement and Benefits
333 Willoughby Avenue

6t Floor State Office Building
Juneau, AK 99811-0208

Re: PERS Projected Employer Contribution Ratos with a Pension Obligation Eond

Dear Charlene:

As requested, we have calculated the projected employer contribution rate after a Pension Obligation Bond is
used to pay off a portion of the unfunded actuarial accrued liability. The unfunded actuarial accrued liability used
in these calculations is based on the June 30, 2005 valuation results for the State of Alaska Public Employees’

Retirement System (PERS).

A $1.7 billion Pension Obligation Bond (POB) is assumed to be issued. The bond is assumed to be deposited
June 30, 2007 and the interest rate on the POB is assumed to be 5.6%. The Pension Obligation Bond payment
is assumed to be paid at the end of the year as a level dollar amount over 25 years and will need to be paid

regardless of the employer contribution amount or rate.

We have treated these deposits as an offset to the actuarial liability discounted back two years to the valuation
date (June 30, 2005) for the FYO08 rate and one year to the valuation date (June 30, 2006) for the FY09 rate.
The results are based on the data, assumptions, methods and plan provisions as described in the

June 30, 2005 valuation report, a level dollar amortization, and DB only payroll.

These results show less of a savings on the employer contribution rate than the letter dated February 28, 2007
since these results are based on June 30, 2005 results instead of June 30. 2005 results These results
incorporate the delay between the valuation date and the date the contributions and POB are made. The

February 28, 2007 letter only had a one-year delay.

If you have any questions regarding these calculations, please call

Sincerely,

David H. Slishinsky, A.S.A.
Principal and Consulting Actuary

/mlp
P

Efn.nl tiur.

Enclosure
c: Mr.. Melanie Millhorn, State of Alaska

Mr.. Michelle DeLange, Buck Consultants

*ibor Center 1200 17th Sired, 3uite I?U 0 « Denver. CO 802C2
I'M 359 7200 '/23 359 //OI (in*)
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Fiscal
Year

2006
2007
2008
2009
2010
2011
2012
2013
2014

2015
2016
2017
2016
2019

2020
2021
2022
2023
2024

2025
2026
2027
2028
2029
2030
2031

Projected Impact of Pension Obligation Bond
Projections of Employer Contribution Rates and Amounts
Based on June 30, 2005 Actuarial Valuation

Public Employees' Retirement System

($ in thousands)

Projected Contribution Rate

Current with PO B Current
16.77% 16.77% 5266,122
21.77% 21.77% 356,010
39.76% 39.74% 615,097
41.68% 40.91% 616,035
46.35% 44.67% 654,751
48.47% 45.72% 654,781
51.13% 47.93% 657,480
53.52% 49.91% 655,046
56.21% 52.20% 657,057
59.40% 54.97% 656,760
61.99% 57,12% 647.179
65.52% 60.12% 637,911
69.07% 63.09% 614,819
73.18% 66.45% 609,087
80.28% 72.55% 621,086
86.02% 17.29% 612,816
92.71% 82.79% 584,316
99.82% 88.50% 556,002
112.37% 96.92% 579,061
128.86% 112.74% 603,189
141.00% 122.44% 591,726
156.53% 134.95% 554,086
174.58% 149.30% 532,062
209.01% 177.44% 565,899
161.35% 122.39% 390,286
172.32% 125.51% 362,420

Total 514,851,084

Difference:

Data. Assumptions, Methods and Plan Provisions:

* Assets are assumed to earn 8.25%.
* The POB contribution of 51.7 billion is assumedto be madeon June 30, 2007.

The interest rate on the POB is 5.6%.
Contributions include POB payments and rates based on DB payroll only
No payroll growth is used for FY08 rates and later.

No new members after July 1, 2006.
All other data, assumptions, methods and plan provisionsare thesame as those

described in the June 30. 2005 valuation report

*

*
*
*
*

Projected Contribution Amount

with PO B

5266,122
356,010
614,788
604,654
631,019
617,631
616,331
610,862
610,183
607,779
596,336
585,336
561,589
553,073
561,283
550,622
521,794
492,949
509,751
527,131
513,837
477,697
455,017
480,422
296,047
263.970
513,482,833

S1.368.251
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March 14, 2007
VIA EMAIL

Ms. Charlene Morrison

Chief Financial Officer

Stale of Alaska

Department of Administration
Division of Retirement and Benefits
333 Willoughby Avenue

6lhFloor State Office Building
Juneau, AK 99811-0208

Re: TRS Projected Employer Contribution Rates with a Cash Contribution and Pension Obligation Bond

Dear Charlene:

As requested, we have calculated the projected employer contribution rate after a cash contribution and a
Pension Obligation Bond are used to pay off a portion of the unfunded actuarial accrued liability. The unfunded
actuarial accrued liability used in these calculations is based on the June 30, 2005 valuation results for the State

of Alaska Teachers' Retirement System (TRS).

A $2 billion Pension Obligation Bond is assumed to be issued along with making a $500 million cash
contribution. The contribution and bond are assumed to be deposited June 30, 2007 and the interest rate on the
POB isassumed to he 5.6%. The Pension Obligation Bond payment it assumed to be -"aid at the end of the
year as a level dollar amount over 25 years and will need to be paid regardless of Ihe employer contribution

amount or rate.

We have heated these deposits as an offset to the unfunded actuarial liability discounted back two years to the
valuation date (June 30, 2005) for the FY08 rate and one year to the \ aluation date (June 30, 2006) for the
FYO09 rate. The results are based on the data, assumptions, methods and plan provisions as described in the
June 30, 2005 valuation report, a level dollar amortization, and DB only payroll.

These results show less of a savings on the employer contribution rate than the letter dated February 28, 2007
since these results are based on June 30, 2005 results instead of June 30, 2006 results. These results
incorporate the two-year delay hetween the valuation date and the date the contribution and POB are made,

The February 28, 2007 letter only had a one-year delay.

If you have any questions regarding these calculations, please call.

Sincerely,

David H Slishinsky, A.S.A.
Principal and Consulting Actuary

Imlp
P UclmiriULIKH.I"ZO0TVW U 12/1d:i«TKS fcm.nl do.:

¢ Ms. Melanie Millhorn, Slate of Alaska
Ms. Michelle DeLange. Buck Consultants

Tabor Center 170017th Street Suite 1700 « Denver CO 80202
720 7700 4720 350 7701 «A»x)



Haryx3

®

22 @obed

Fiscal
Year

2006
2007
2008
2009
2010
2011
2012
2313
2014
2 115
2]16
2017
2013
2019
2020
2021
2022
2023
2024
2025
2026
20217
2028
2029
2030
2031

Projected Impact of Pension Obligation Bond and Cash Contribution
Projections of Employer Contribution Rates and Amounts

Based on June 30, 2005 Actuarial Valuation

Projected Contribution Rate

Current

21.00%
26.00%
54.03%
53.14%
60.01%
62.17%
66.20%
70.80%
75.95%
80.68%
86.05%
93.76%
105.28%
112.26%
123.56%
135.15%
160.68%
177.76%
205.31%
231.28%
258.19%
299.28%
389.64%
467.07%
328.54%
379.36%

with POB and cash

21.00%
26.00%
47.26%
43.33%
45.85%
43.97%
45.84%
48.28%
51.29%
53.90%
56.69%
60.80%
67.65%
70.87%
76.86%
82.19%
96.48%
104.25%
118.35%
131.21%
143.51%
161.94%
207.38%
243.13%
65.47%
13.51%
Total

Data. Assumptions, Methods and Plan Provisions:

* Assets are assumed lo earn 8.25%.
" The POB contribution of $2 billion and cash contribution of S500 million are assumed

to be made on June 30, 2007

* The interest rate on the POB is 5.6%.
* Contributions include POB payments and rates based on DB payroll only

* No payroll growth is used for FYOB rates and later
* No new members after July 1, 200G.

* All other data, assumptions, methods and plan provisions are the same as those

described in the June 30, 2005 valuation repoit

Teachers’ Retirement System
($ in thousands)

Projected Contribution Amount

Current

5117,818
146,886
289,826
275,138
296,199
290,951
293,955
300,369
304,028
297,698
289,435
299,844
310,515
303,087
286,941
288,449
304,787
306,657
323,530
317,122
279,220
280,003
329,784
297,883
166,281
158,755
57,157,160

Difference

with POB and cash

5117,818
148,886
253,511
224,345
226,307
205,776
203,548
204,828
205,314
198,883
190,681
194,438
199,528
191,340
178,490
175,417
183,009
179,844
186,497
179,910
155,199
151,509
175,522
155,093
33,136
5,654
S4,524 485

52,632,6~75

buckconsultants \



Balance used to

pay down

Original > unfunded liability
50,537

748,094 '
144 Bristol Bay Borough 70,944 70,944
ml48 Cordova, City of = N 93-482 98,482
282 Delta Junction, City of 3,419 3,419

258 Denali Borough 2«484 29,4.84 .
129 Fairbanks, City of 305,784 305,784
192 Galena, City of 68,486 68,486
260 Kachemak, City of 3,068 3,068
122+ Ketchikan Gateway Borough 2061307 7 3-*V206;307
181 Ketchikan, City of 415,937 415,937
128 Kodiak; City of 293.700 293,700
174 Kodiak Island Borough 113,667 113,667
247 Lake and Peninsula Borough 32,811 e 32,811
191 North Pole, City of 107,535 107,535
134 Palmer,. City, of 132,967, 132,967
143 Petersburg, City of 198,490 198,490
266 Quinhagak, City of 1,552. 1,552
182 Seward, City of 192,943 192,943
123 Soldotna, City of 139,473 139,473
169 Tanana, City of 11,285 11,285
249 Unalakleet, City of 13,698 13,698
107 Valdez, City of 255,619 255,619
248 Yakutat, City and Borough of 22,773 22,773
3,517,055

e, Hqiyx3g

abed

€¢

In FY05, the Ci% of Soldotna paid an additional contribution of
$1 million to PERS to pay down their unfunded liability.
Payment was made on March 10, 2005.

G:\Accounting\PERS\SB46\
PERS horos SE34G plus Soldotna.xls
3/14/2007 Pago 1ol 1 2006 PERS Namo Order
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230
136
148

271..

128

143

182
123

Publlc.Employces' Ri
who used SB231 rat. re'li
Fi.c«

m *

Aleutians East Borough
Bethel, City of
Cordova. City of
Egeglk, City of
Fairbanks. Cily of

Kenai Peninsula Borough
Ketchikan, City of

Kodiak Island Borough
Kodiak, City of

Palmer, City ol
Petersburg; City of
Saxman. City of

Seward, City of

Soldotna, City ol

Balance used to pay down

unfunded liability

33,915 33,915

m 282,716 - ; INEVWA4275i716
112,553 112,553
,v>2,830 2,830
118,047 118,047
314,368 314,368
5,637 5.637
186,026 186,026
136,756 136,756
2,988.695

The following employers have not used their relief balances or requested it
be used to pay down their unfunded liability. Any balance remaining at
6/30/07 will be used to pay down their unfunded liability. The Division last
reminded employers of these balances and their options on 2/20/07.

5

259
243
171
258
183
192
215
199
285
260
237
122
151
227
287
247
236
193
241
220
200
266
172
176
286
132
169
206
249
179

Allakaket, City of

Atka, City of

Barrow, City of

Denali Borough

Fort Yukon, City of
Galena, City of

Homer. City of

Hoonah, City of

Hooper Bay, City ol
Kachemak, City of
Kaltag. City of

Ketchikan Gateway Borough
King Cove, City of
Klawock, City of

Koyuk. City of

Lake and Peninsula Borough
Mountain Village. City ol
Nanana, City of

Noorvik, City ol
Northwest Arctic Borough
Pelican, City of
Quinhagak, City of

Saint Paul, Cily of

Send Point, City of
Seldovia. City of
Skagway, City ol

Tanana. City of

Thorne Bay, Cily of
Unalakleet, City ol
Unalaska, City of

3,056
4,628
47,355
7,889
24,209
95,984
248,456
35,299
1,576
1,193
870
214,696
50,001
31,917
1.664
19,656
1,786
12,244
12,352
44,779
7.657
1,920
74,829
38,396
2,405
89,301
7.302
10,435
11,157
520,772
1.640,725

All other employers who received rate relief are using that relief to offset
required contributions.

i




Setting Employer Contribution R ates in Statute

Senate Finance Com m ittee

April 23, 2007

Legislative Finance Division



Categorization of the Governor's FY08 GF Increments
($750.8 Million Total from FY07 Base)

All Other Increments $94.7
13%

School District TRS/PERS

Alaska Longevity Bonus
$207.4 29%

$33.7 4%

Local Government
Assistance $48.1

Agency Retirement, Heallh &
Wage Increases $186.4

Political Subdivisions PERS
$77.5 10% 25%
Fuet/Utilitics S21.5 3%
Increments
with Little
Discretion
$496.8 million

Prison Population $9.7 1%
Medicaid $46.8 6%
66%

PPT Tax Refunds $25.0 3%



T he pie chart is based on June 2005
actuarial valuation (and a P ER' S

contribution rate just under 40% ).

Preliminary June 2006 actuarial valuation

put the PERS rate near 47%

Each point m eans a $17 million cost
increase, so the amount of PER'S
contributions could Iincrease another $120

million in FY 09.
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R e ¢c a p o f M ajor P o0 iIn ts

The gap will grow before it begins to fill.

5 point cap on annual rate increases
lag between action and response
Unfunded liability is not going away by itself— it
is a bill that must be paid.
The State will pay most of the bill, either by
appropriating money to agencies and school

districts (so they can pay their bills) or by
appropriating money directly to DO A.

The cost of the direct and indirect methods 1is

identical in most cases.
Paying the bill is not the sam e as fixing the
system .



Goal: Find a perm anent fix that is
affordable to both the state and its

political subdivisions.

1. Paying TRS costs directly to DOA in order to
reduce the employer contribution rate will save
$11 million annually in the University’s Optional

Retirement Plan. (Inthe operating budget; SB 125 makes
the fix permanent)

2 . Cap the employer contribution rate to PER S.

3. Revise actuarial methods.



I m pact of S B 1 2 5 ’s F ix ed P E R S R a te

1. The impact is primarily on political subdivisions—

the state pays the full bill for agencies, a fixed rate

can make retirement costs more affordable to political subdivisions by
shifting costs to the state; a fixed rate for employers does not reduce
the total amount that must be paid.

2 . Im plements two of AML’S three pillars— a fixed
rate is as stable and predictable as possible.

3. The third pillar— affordability — is more complex.
The bill must be paid; the question is “W ho pays
it?”

R esolution: SB 125 sets employer rates in statute
at 22% of payroll, with the state picking up the

remainder.



Contribution Rates on Total Alaska PERS Payroll
Based on Buck's 2006 Actuarial Valuation

2006 Rate

2006 Level Dollar Rate
Employers contribute 22% of their wage base to

tho retirement system The Slate pays costs
abovt 22% via direct payment to the Department
of Adninistration.

This difference represents $125 million the State nust
pay to DOA unless Ihe ARM Board adopts the
32.51% actuarial rate for FY08.

The norrral cost rate for defined benefits enployees is about 15%.

A rate above the normal rato indicates payments for past service costs.

A rale below the normal rate indicates the system is more than 100% funded.

The normal rate w ill decline over time (lo near 10%) as early tier employees leave tho

system



($1000)

State Spending for Municipal PERS Assistance
Based on Buck's 2006 Valuation
(Rea) 2008 Dollars)



R e ad in g th e C h arts

The cost of municipal PER S assistance is

expected to decline over time.

Both payment schedules eliminate the unfunded
liability in 25 years or less, but the Level Dollar

method costs more, especially in the near-term .

The amortization methods used by the actuaries

produce rates that are too low in the distant

iiture, implying that near-term rates are too
high.

Risk Sharing is not likely to be needed— it is
likely that municipalities will push for a rate

reduction in a few years.

10



W h at 1iIs n ot in th e C h a rts

e Money to fund the “blue line” amortization
schedule is in the operating budget; the $125
million required to follow the “black line?”

schedule has not been appropriated.

e The revised revenue forecast essentially
eliminates the FYO08 surplus projected earlier,
and a deficit is projected for FYO09. This raises
questions about the wisdom of paying as much

as possible as soon as possible.

e We are no longer required to follow the black
line because the full wage base is subject to
contributions, meaning that PER S no longer

operates as a closed system for funding

purposes.



W ork with the A RM B oard to R evise

A ctuarial M ethods and R eset FY 0S8

R ates

O bjectives:

1. A permanent, affordable fix for the burden
that contribution rates above 22% would

place on political subdivisions.

2. A smooth curve that pays off the unfunded

liability in 25 years.

12



SARAH PAUN, GOVERNOR

P.0.BOX 110203
JUNEAU, ALASKA 99611-0203

DEPARTMENT OFADMINISTRATION TOD: (907) 165-2805

FAX: (907) “165-3086

DIVISION OF RETIREMENTAND BENEFITS O Free TSR

March 15, 2007

The Honorable Kim Elton
Alaska State Senate

State Capitol, Room 506
Juneau. Alaska 99S01

Re: Request for Information regarding PERS and TRS

Dear Senator Elton:

This letter is written in response lo questions received from you on February 15 and 16.

2007, and in follow-up to our meeting on February 23, 2007. | have re-stated th* questions
received below in italics with responses immediately following.

1

Request to have unfunded liabilities broken out by Tier. The Division of Retirement and
benefits has done afairly recent experience study on the retirement systems. As a result,
I believe the division has detailed data on every PERS and TRS participant. It should be
a relatively simple matter to sort the data and apply theformulas.

Assets are not maintained or recorded by Tier, therefore we cannot calculate an unfunded
liability necessary to determine the past service rate portion of the employer contribution
rate by Tier. We will provide you with the normal cost rate and accrued liability by Tier
since this information is available from the actuarial valuation summaries.

Provide the employer contribution ratesfrom page seven ofthis briefing documentfrom
February 2, 2007, broken out by normal cost and past service rate (see attached page

from presentation).

PERS FYO08 TRS FYO08
Actuarial Valuation Actuarial Valuation
June 30. 2005 June 30. 2005
Employer Normal Cost 14.48% 12.56%
Past Service Cost Rate 1S.t>3% 29.70%

Average PERS
Consolidated Rate 32.51% 42.26%



Senator Kim Elton
Senate Finance Subcommittee

March 15, 2007
Page 2

PERS FYOS
Level Dollar
June 30. 2005

TRS FYOS
Level Dollar
June 30.2005

Employer Normal Cost 14.48% 12.56%
Past Service Cost Rate 25.25% 41.47%
Average PERS

Consolidated Rate 39.76% 54.03%

When did yon ask the systems’ actuariesfor a level-dollar amortization schedule, and
when do you expect to receive it? If asyou stated at the 2/2 briefing, you do notyet have
a level-dollar amortization schedule, on what basis did the ARMB adopt the level-dollar
methodfor setting the employer contributions? On what basis did you prepare- charts

describing its impactsfor your 2/15presentation?

The Alaska Retirement Management Board (ARMB) requested that Buck Consultants
perform an actuarial study of the impact on the FY200S employer contribution rates if the
amortization schedule removed the 4.25% payroll growth rate assumption. On
September 6, 2006, Buck provided this information to the Division, which was provided
lo the ARMB, on September 11, 2006. Additionally, Gabriel Roeder Smith and
Company (GRS) reviewed the results of Buck Consultants 25-ycar amortized schedule
for PERS and TRS without a payroll growth rate assumption and agreed that Buck
Consultants had correctly applied the level dollar assumption. On September 11, 2006,
the ARMB reviewed both reports from Buck Consultants and GRS and adopted the level

dollar amortization schedule.

When 1 responded to this question on February 2, 2007, 1 had not realized that the
Division had a projection schedule in the actuarial valuation report that did not use the
payroll growth factor beyond FYOS. This projection is found on page 29 of the PERS
actuarial valuation report, and page 23 of the TRS actuarial valuation report. In order to
develop the charts found on slides 7, S, and 9 of the presentation, the Division used a
letter dated October 9, 2006, from Buck Consultants that was developed to determine
what the impact would be to the PERS and TRS if an additional $500 million stale
Contribution was made to the retirement systems under 3 different scenarios. This
projection had used a level dollar amortization schedule since the ARMB had adopted
this assumption on September 11, 2006. A copy of this letter from Buck Consultants was
provided to Jesse Kiehl, your staff member, during our meeting on February 23, 2006.



Senator Kiin Elton
Senate Finance Subcommittee
March 15,2007

Page 3

When Buck sets its investment return expectations, what historical time period is used to
analyze asset class performance?

Buck uses a long-term time horizon when setting economic resumptions, including the
investment return assumption. A long-term time horizon is most appropriate since the
actuarial valuation projects expected benefit payments 40 to 50 years in the future for the
average active member. The expected nominal return is composed of two assumptions:
inflation and the real rate of return expected given the funds asset allocation and
investment policy. Each asset class is analyzed and a real rate of return expectation is set
based on historical experience and future expectations. A total real return rate for the
portfolio is determined based on the asset allocation of each asset class, and expected
long-term inflation is added to this to arrive at the nominal rate.

What are the valuation year FYOI ratios of assets to liabilitiesfor the PERS and TRS
trustfunds, with assets and liabilities appropriately restated?

In response to your question, the audit findings from 2002 did not result in a restatement
of assets and liabilities for the 2001 actuarial valuation reports. These types of changes
arc normally incorporated prospeclivcly. As we had discussed during our meeting on
February 23, 2007, Milliman USA conducted an audit of the PERS and TRS systems in
2002. The recommendations from this audit were incorporated into the 2002 actuarial
valuation reports for PERS and TRS. As a result of the audit findings, the liabilities
increased with a corresponding decrease in the funding ratios for PERS and TRS (see
attached pages from the 2002 actuarial valuations) this result increased employer
contribution rates for PERS and TRS for FYO05. Please refer to the attached pages from
the PERS and TRS actuarial valuation reports for 2002. Also, 1wanted to let you know
that the current and historical valuation reports can be found on the division’s webpage
by going to: htin://www.sialc.ak.us/loc:il/akpaize.ssADMIN/drb/home.him

You told the committee the level-dollar amortization schedule would result in removing
the unfunded liability over a "shorter period.” The charts accompanying your
presentation showed both the level dollar and (he level percent ofpay methods clearing
the unfunded liability at 2029. Please reconcile the statement with the charts.

Please refer to slides 12 anil 13 regarding the level dollar amortized schedule, which were
prepared by Buck Consultants lor illustration purposes. | stated that the level dollar
amortized schedule acts to liquidate the unfunded liability in a faster manner when
compared to the percent of pay amortized schedule over the 25-year schedule. On slide
number 13, Buck Consultants notes, “Level dollar amortized method reduces the
unfunded balance more quickly.”" If you review slide 13, you can see that the red line
which depicts the level dollar amortized schedule does liquidate the unfunded liability
faster when you compare with the blue line representing the percent of pay method. It is
the delta between the two lines that you want to lake note of. | indicated that the plans
are closed and that it is appropriate to use a level dollar amortized schedule for a closed
plan. 1further stated that adopting the level dollar amortized schedule is expected to save


http://www.sialc.ak.us/loc:il/akpaize.s/ADMlN/drb/home.him

Senator Kim Glton ,
Senate Finance Subcommittee
March 15, 2007

Page 4

S140 million for PERS and $74 million for TRS over the 25-year amortized schedule
FYOS through FY2031.

7. Closing the DB trust funds to new entrants deprived the trusts of the employer
contributions forfeited by employees who refund out of the PERS and TRS systems.
Please provide the value oftheseforfeitures bvyearfor each of the pastfive years, both
in dollars and as a percentage o ftotal contributions to the trustfunds.

PERS and TRS are defined benefit plans, not individual account plans. Employer
contributions are noL accounted for by individual, only records of member contribution
balances are maintained. The amount of employer contributions forfeited each year by
terminating members who receive a refund of member contributions is not available. It is
important to note that the actuarial valuations include tnc forfeitures by members who
terminate from the system and refund out their contributions and interest earnings. These
forfeitures are used to pay for the benefits ofmembers that remain in the system and later
receive benefits. If this was not factored into the actuarial valuations then the normal cost

would be higher.

8 You said "former members " of PERS and TRS - those who refunded their contributions -
are not booked as liabilities unless and until they re-establish themselves us members
with indebtedness. Do the actuaries include the historical 800-900 members per year
who do so in their assumptionsJ'vr the plans? Did the division include this practice as an
clement o fthe recent experience studyfor the systems?

Ifafo ner member who received a refund o f contributions is re-employed, the member’s
prior service is included in the projection o f future benefits, and is offset by the value of
repayment necessary to reinstate the prior service. This assumes all re-employed
members will repay their refunded contributions and re-establish their prior service. Wc
do not include any members in the valuation who have terminated and received a refund
of contributions. Wc assume none o f these members will be re-employed.

We realize not all re-cmploycd members will repay their refund, and some of the
terminated members who received a refund will be re-employed. Given these offsetting
assumptions, wc don’t expect actual experience will be materially different, although this
was not analyzed in the recent experience analysis.

9 The normal cost rate set by the ARMB must be adequate to cover benefits as they accrue.
You stated that any additional entrants to the DB systems would result in growth of the
unfunded liability. [fthis is so, how can the normal cost rate be adequate?

If the normal cost for new entrants is paid into the fund, and all the actuarial assumptions
arc exactly met, there would be no new unfunded liabilities created by new employees. If
actuarial losses are experienced on new employees, further growth in the unfunded
liability would result. However, although this is possible, actuarial assumptions are set
with the expectation no actuarial gains or losses would result in the long-term.
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In closing, | apologize Jor the delay in my response and appreciate the opportunity to piovide
you and the members of Senate Finance with this information. Please let us know it you have

any questions about this correspondence.

Sincerely

Melanie Millhnom
Director

Enclosure(s)
cc: Members of Senate Finance

Annette Krcilzer, Commissioner
Department o f Administration

Rachael Pctro, I tputy Commissioner
Department o f A< ministration

Charlene Morrison, Chief Financial Officer, Division of Retirement and Benefits

Department of Administration



Alaska Public Employees’and Teachers’ Retirement Systems
Earnings - Actuarial Rate - Employer Rates - Funding Ratios

*

1Public Employees’ Retirement System

Valuation Year FY 01 FY 02 FY 03 FY 04 FY 05
Employer Contribution Fiscal Year FY 04 FY 05 FY 06 FY 07 FY 08
Actual Investment Return (5.25%) (5.48%) 3.67% 15.08% 8.95%
Actuarial Investment Return 8.25% 8.25% 8.25% 8.25% 8.25%
Unfunded Liabilitv, in billions $0.73 ($2.4) (%$2.9) ($3.4) ($4.4)
Average Calculated Rate 6.77% 24.91% 25.63% 28.19% 32.51%
BMard Adopted Rate 6.77% 11.77% 16.77% 21.77% *39.76%
Funding Ratio - Assets \ Liabilities

Total Benefits 100.9% 75.2% 72.8% 70.2% 65.7%
Total Employer Contribution Amount $105.6 S178.2 $272.3 $354.8 $676.8
In Millions
Teachers’ Retirement System * ! *
Valuation Year FY 01 FY 02 FY 03 FY 04 FY 05
Employer Contribution Fiscal Year FY 04 FY 05 FY 06 FY 07 FY 08
Actual Investment Return (5.35%) (5.49%) 3.68% 15.09% 9.01%
Actuarial Investment Return 8.25% 8.25% 8.25% 8.25% 8.25%
Unfunded Liabilitv. in billions ($0.2 ) (31.7 ) ($2.1 ) ($2.3) ($2.5)
Average Calculated Rate 14.44% 35.57% 38.85% 41.78% 42.26%
Board Adopted Rate 12.00% 16.00% 21.00% 26.00% *54.03%
Funding Ratio - Assets \ Liabilities

Total Benefits 95.0% 68.2% 64.3% 62.8% 60.9%
Total Employer Contribution Amount $68.7 S93.5 $128.0 $164.3 $351.7
In Millions
Total PERS/TRS Unfunded Liability  $.053 m |- 11 H— (N
On Oct 4,2006, tho ARMB was presented with the results of the Actuarial Experience Analysis by Buck Consultants October, 2000

that recommended adjustments to tho assumptions for PERS and TRS. The ARMB adopted Buck's Division ol
recommendations. The recommended adjustments will be incorporated into tho FY06 valuations that will set the FY09 Retirement and
employer ratos for PERS and TRS. Using the FY05 valuations, Buck Consultants has estimated the adjustments to Benefits

tho assumptions will increase the unfunded liability to approximately $8.6 billion ($5.5 PERS and $3.1 TRS).

« Level dollar amortization schodulo adopted try tho ARMB.

Page 7



Report Highlights

This report has been prepared by Mercer Human Resource Consulting for the State of Alaska
Public Employees’ Retirement System to:

(1) Present the results of avaluation ofthe Alaska Public Employees' Retirement System as
ofJune 30,2002;

(2) Review experience under the plan for the year ended June 30, 2002;

(3) Determine the appropriate contribution rate for each employer in the System; and

(4) Provide reporting and disclosure information for financial statements, governmental
agencies, and other interested parties.

This report is divided into three sections. Section 1contains the results of the valuation. It
includes the experience o f the plan during the 2002 Fiscal Year, the current annual costs, and

reporting and disclosure information.

Section 2 describes the basis of the valuation. It summarizes the plan provisions, provides
information relating to the plan participants, and describes the funding methods and actuarial

assumptions used in determining liabilities and costs.

Section 3 contains additional exhibits showing historical information on system experience and
unfunded liabilities.

The principal results are as follows:

Funding Status as of June 30 2001 2002
(@) Valuation assets* s 194756 § 7412833
(b)  Accrued liability*

1) Non-medical benefits 5,528,026 6,133,182

ii) Total benefits (including medical) 7,868,574 9,859,501
(e)  Funding Ratio, () »(b)

1) Non-medical benefits 143.7% 120.9%

i) Total benefits (including medical) 100.9% 75.2%

* In thousands.

Mutcur Human Resourco Consulling 1 Sinlo of Alaska Public Cmployooa' Rollromonl Syslum
as of Juno 30,2002



Analysis of the Valuation (continued)

Summary

The following tabic summarizes the sources of change in the average employer contribution rate:

1. Last year's average employer contribution rate 6.77%

2. Change due to:
a. Resetting FY03 assumed total blended medical premium 3.68%
b. Health Cost trend assumption change 6.98%
¢.  Asset methodology change - immediate recognition of deferred losses 1.24%
d.  Asset methodology change - elimination of corridor adjustments 4.11%
e.  System benefit changes 0.04%
f. Ad hoc PRPA °-14%
0. Salary increases (0.20%)
h.  Demographic experience 1.21%
I. - Past service amortization change (5.06%)

3. Average employer contribution rate this year 24.91%

Morcor Human Rusourco Consulting B Slato ol Alaska Public Employes' Rotitumor.l Syslum
as nfJuno 30, 2002



Report Highlights

This report has been prepared by Mercer | Inman Resource Consulting for the State of Alaska
Teachers’ Retirement System to:

(1) Present the results of a valuation of the Alaska Teachers’ Retirement System as of
June 30, 2002;

(2) Review experience under the plan for the year ended June 30, 2002;

(3) Determine the appropriate contribution rate for each employer in the System; and

(4) Provide reporting and disclosure information for financial statements, governmental
agencies, and other interested parties.

The report is divided into three sections. Section 1contains the results of the valuation. It
includes the experience ofthe plan during the 2002 Fiscal Year, the current annual costs, and

reporting and disclosure information.

Section 2 describes the basis of the valuation. It summarizes the plan provisions, provides
information relating to the plan participants, and describes the funding methods and actuarial

assumptions used in determining liabilities and costs.

Section 3 contains additional exhibits showing historical information on system experience and

unfunded liabilities.

The principal results are as follows:

2001 2002

$ 4372229 S 3,689,030

Funding Status as of Juno 30
(a) Valuation assets*
(b) Accrued liability*
i) Mon-medical benefits

3,651,438 3,959,958
4,603,147 5,411,642

ii) Total benefits (including medical)

(c) Funding Ratio, (a) (b)
i) Non-medical benefits 1197% 932%
ii) Total benefits (including medical) 95.0% 68.2%
* In thousands.
1 Statu of Alaska Toacliors' Rotlrcmunt Syuluto

Mmcur I lunuin Rosourco Consulting i 20 202
as of Juno



Analysis of the Valuation (continued)

Summary

following tabic summarizes the sources of change in the tolal employer contribution rate:

Last year's total employer contribution rate

Change due to:

a.
b.

C.

Resetting FY03 assumed total blended medical premium

Ilealth cost trend assumption change

Asset methodology change - immediate recognition of deferred losses
Asset methodology change - elimination ofcorridor adjustment
Salary increases

Demographic experience

Ad hoc PRPA

Past service amortization change

Total employer contribution rate this year

Mofcor Human Hesouica Conuullino n

14.44%

3.35%
6.84%
15.03%
0.03%

(0.11%)
4.21%
0.36%

(9.08%)
35.57%

Stnlo of Alaska Toacliers' Ruliromont System

as of Juno 30, 2003
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March 19, 2007
VIA E-MAIL

Ms. Charlene Morrison

Chief Financial Officer

State of Alaska

Department of Administration
Division of Retirement and Benefits
333 Willoughby Avenue

6lh Floor State Office Building
Juneau, AK 99811-0208

Re: PERS and TRS Accrued Liability and Normal Cost Rate by Tier

Dear Charlene:

As requested, we have attached the Actuarial Accrued Liability and Employer Normal Cost Rate split by
tier for the State of Alaska Public Employees’ Retirement System and Teachers' Retirement System.

The portion of accrued liability attributable to healthcare benefits has grown significantly over the last
nine years. For PERS, the portion of accrued liability attributable to healthcare benefits has grown from
28% in 1996 to 45% in 2005. For TRS, healthcare benefits have grown from 18% of the accrued

liability in 1996 to 33% in 2005.

For comparison purposes, we have also shown the employer rates for the Defined Contribution
Retirement (DCR) plan. These rates can be compared to the employer normal cost rates of the defined
benefit plans to determine the relative difference in ongoing benefit costs. There is no unfunded liability
in the DCR plan, and therefore no past service rate exists to pay unfunded liabilities.

The results are based on the data, assumptions, methods and plan provisions as described in the June
30, 2005 valuation reports. The Past Service Rate is based on a level percentage of payroll.

If you have any questions regarding these calculations, please call.

Sincerely,

David H. Slishinsky, A.S.A.
Principal and Consulting Actuary

/mlp

c Ms. Melanie Millhorn, State of Alaska
Ms. Michelle DeLange, Buck Consultants

Tabor Conter 1200 17thSired Sutlo 1200*Denver C080202
720 359 7700 » 720.159 7701 (lan)

3/€ .ilo7-



PERS and TRS Accrued Liability and Normal Cost Rate by Tier

DB Employer Normal Cost Rate
Tier 1
Tier 2
Tier 3

Combined Employer Normal Cost

Past Service Rate*
Total DB Rate
Employer DCR Rate
DB Accrued Liability

Tier 1

T*r2

Tier 3

Total

Actuarial Value of Assets

Unfunded Actuarial Accrued Liability

‘Represents amortization of the unfunded actuarial accrued liability for current defined benefit members.

Pension
9.15%
5.33%

1.55%

4.57%

567%

$5,628.778
1,127 559
334,854

S$7,087,191

Liabilities and Normal Cost Rate by Tier
($ in thousands)

PERS
Medical

10.46%
10.41%

9.28%

9.91%

3.99%

S 4,036,751
1,334,674
386,224

S$5.757,650

Total
19.61%
15.74%

10.83%

14.48%
18.03%

32.51%

9.66%

$9.665,530

2,458,233

721,078

512,844,841

8,442.919

54,401,922

Pension
7.18%
2.16%

N/A

3.96%

7.56%

5 3,925,023
409,562
N/A

5 4,334,585

TRS
Medical

8.02%
8.96%

N/A

8.60%

3.99%

S 1,816.223
347,748
N/A

$2,163,971

Total
15.20%
11.12%

N/A

12.56%
29.70%

42.26%

11.55%

3 5,741,247

757,309

N/A

5 6.498,556

3,958,939

S$2,539,617



SARAH PAUN, GOVERNOR

P.0. BOX 110203
%‘%%EAU ALASKA 998%5_%5
DEPARTMENT OFADMINISTRATION FAX- Pl
PHONE: 465-4460
DIVISION OF RETIREMENT AND BENEFITS TOLL-FREE 1 -2251

March 21, 2007

The Honorable Senator Stedman
Chairman, Senate Finance
Alaska State Senate

State Capitol, Room 516
Juneau, Alaska 99801

Re: Request for Information Senate Finance Meeting March 19, 2007
Dear Senator Stedman:

This letter provides a written response to information requests from you and other
members of Senate Finance on March 19, 200" | have noted below the requests received during
the Senate Finance hearing and have attached the documents that respond to those requests.

1 Request for a comparison of the elements of PERS and TRS.

2. Listing o fmembers by employer, category and Tier i.e.. Stale of Alaska. University, and

other participating employers.
3. PERS employers whose FYO08 calculated rate is less than the FYOS normal cost rate.

4. Response lo request for information on normal cost by individual Tier and accrued
liability by individual by Tier (earlier request from Senator Elton).

Please let us know if you have any questions about this information.
Sincerely

Melanie Millhom
Director

Enclosure! s)
ec: Members of Senate Finance

Annette Krcit/er, Commissioner
Department of Administration

Rachael Petro. Deputy Commissioner
Department o f Administration

Charlene Morrison, Chief Financial Officer, Division of Retirement and Benefits

It

JH



Comparison of the Public Employees' and Teachers' Defined Benefit Retirement Systems

Plan Provision

Funding Design

Vesting
Service Types
Service Accrual

Service Purchases

Unused Sick Leave

Medical Eligibility Requirement

Medical Benefits

Retirement Eligibility Requirement

Compensation for benefit calculation

Prepared by tho Division of Retirement and Benefits March 19, 2007

PERS DB TRS DB

Agent multiple employer plan. Each  Cost share plan.

employer has it's own rate. . .

5 years of membership service. 8 years of membership service.

Full-time, part-time, seasonal ~ Full-time, part-time, sabbatical

Full-time; Day for day basis, including All service accrues based on days

weekends and holidays. Part-time: — worked. 172 full time days worked

hours worked. equals one year of service accrual.
Part-time service must be a minimum
of 50% of full-time and is credited on a

N _ ;Eropottlonate basis,

Military. Worker's Compensation, eaching time outside of Alaska,

Temporary Service, Bureau of Indian  military service, leave without pay.

Affairs (non-teaching), V|IIa%e Public

Safety Officer, prior peace officer. _
Cannot use. Can use total USL at time of

retirement for additional service credit
in the calculation of a retirement
. . . benefit. _ _

System-paid medical premjums at ~ System-paid medical premiums at
early or normal retirement for Tier . early or normal retirement for Tier |
Tier Iland Il receive system-paid Tier ll receives system-paid medical
medical premiums at age 60. Tier Il, Ill premiums at age 60 or with 25 years
Peace orficer/firefighters have system- of membership service, regardless of
paid medical premiums with 25 years —age.
of membership service regardless of
age. Tier Il must have 10 years of
credited service and be age 60 to
receive system-paid medical
premiums. Tier Il with less than 10

ears have access to medical and pay

Il premium.
$150 deductible per person/5300 per  Same as PERS.
family. Pays 80% of the first S4.000 in
covered claims ina benefit year. 100%
of covered claims for the remainder of
the benefit year. S2 million maximum

lifetime coverage.

Minimum vested (5 years) and age  Minimum vested (8 years) and age
eligible Tier Iaq5e5 for earlr eligible. Tier Iage 0 for early
retirement, age 55 for norma retirement, age 25 for normal

retirement. Tier lland Ill ago 55 for  retirement. Tier Il age 55 for early
early retirement, age 60 fornormal  retirement, age 60 for normal
retirement, or _anyage with retirement; or ~ any age with 20
20 years of membership service for ~ /ears of membership service.

aeacc officer/firefightors or 30 years

or all other PERS members.

Ders I Ifuse Ihe monthly average of  iWoragc of any throe high contract
ho 3 highost consecutive years Tier /ears.

I uses the monthly average of tho 5

ughost consecutive years.



Plan Provision

Benefit calculation

Alaska Cost of Living Allowance

Post-Retirement Pension Adjustment

Other Retirement Savings Plans available

Prepared by Ihe Division of Retirement and Benefits March 19, 2007

PERS DB TRS DB

2% x avg sal. x 10 yrs; plus 2% x avg base sal. x 20 yrs; plus
2.25% x avg sal. for next 10 yrs; plus  2.5% x avg base sal for all years over
2.5% x avg. sal for all years over 20.  20.

Tier |, at retirement if grincipall Tier |, at retirement if ]principally _
domiciled in Alaska. Tier l'and Illat  domiciled in Alaska. Tier II'at age 65 if
Z?e ES if principally domiciled in principally domiciled in Alaska

aska,
50% of change in CPI in Anchorage at 50% of change in CPI in Anchorage at
age 60 or when retirement benefit has age 60 or when retirement benefit has
been received for 5years. 75% of  been received for 8 years. 75% of
change in CPI in Anchorage for change in CPI in Anchorage for
disabilitants and retirees age 65. disabilitants and retirees age 65.
State employees and 14 other 403(h) Plans, employer sFonsored or
political subdivisions: Supplemental deferred compensation plans. Al_aSka
Benefit-Annuity (SBS-AP) replacement teachers do not participate in Social
for Social Security. State emplo¥ees Security.
alco participate in the State's deferred
compensation plan.
Other PERS employers:
Employer sponsored deferred
compensation plans, IRAs, Social

Security.



DATA AS OF 3/19/07

State of Alaska

PERS 101 Active Deferred

Tier 1 3.323 1.748
Tier2 3.720 2,179
Tier 3 7,975 3.183
Tier 4 873 98
University

PERS 113 Active Deferred
Tier 1 484 425
Tier2 595 603
Tier 3 1.654 1,180
Tier 4 50 3

All other participating Employers

PERS (tho rest)  Active Deferred
Tier 1 2.897 1,843
Tier2 3,871 3.059

Tier 3 8.823 6,052

Retired
10,748
1,345
108

Retired
1.201
182
22

Retired
7.610
1,286

137

Department of Education

TRS 737 Active Deferred
Tier 1 22 5
Tier2 55 23
Tier 3 4 -
Univorsity

TRS 733 Active Deferred
Tier 1 238 84
Tier2 301 110
Tier 3 16 2

All other participating Employers

TRS (the rest) Active Deferred
Tier 1 2,439 718
Tier2 6.979 2.433
Tier 3 734 30

Retired
178
4

Retired
1,052
18

Retired
7.943
278



PERS EMPLOYERS WHOSE FY08 RATE WAS LESS THAN THE NORMAL COST RATE

ER

208
283
183
285
294
26f
169

162
103
257

AKUTAN, CITY OF

ANDERSON, CITYOF

FORT YUKON, CITY OF

HOOPER BAY, CITYOF

MOUNTAIN VILLAGE, CITY OF
UINHAGAK, CITY OF
ANANA, CITY OF

PERS Poli Subs

PERS Other

ALEUTIAN REGION SD
ANNETTE ISLAND SD
PELICAN CITY SD
PERS School Districts

lof 1

FYOB Actuarial
calculated rato
“before
adjustment to
statutory floor

1.13%
0.00%
9.58%
13.56%
14.38%
3.49%
0.00%

0.00%
11.53%
11.09%

FYO08 Cost Share
FY08 Board  rate under
Adopted  Administration’s
Rate Plan

14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%
14.48% 31.86%

Propnrod by Division of Rotiromonl iirul Donofils CIMcntpYTnnipOrory Inferno! FIlos\OLKO\PEKS loss than normal cost lu FY08.xls

3/20/2007
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March 19, 2007
VIA E-MAIL

Ms. Charlene Morrison

Chief Financial Officer

State of Alaska

Department of Administration
Division of Retirement and Benefits
333 Willoughby Avenue

6hFoor State Office Building
Juneau, AK 99811-0208

Re:  PERS and TRS Accrued Liability and Normal Cost Rate by Tier

Dear Charlene:

As requested, we have attached the Actuarial Accrued Liability and Employer Normal Cost Rate split by
tier for the State of Alaska Public Employees’ Retirement System and Teachers’ Retirement System.

The portion of accrued liahility attributable to healthcare benefits has grown significantly over the last
nine years. For PERS, the portion of accrued liability attributable to healthcare benefits has grown from
28% in 1996 to 45% in 2005. For TRS, healthcare benefits have grown from 18% of the accrued

liability in 1996 to 33% in 2005.

For comparison purposes, we have also shown the employer rates for the Defined Contribution
Retirement (DCR) plan. These rates can be compared to the employer normal cost rates of the defined
benefit plans to determine the relative difference in ongoing benefit costs. There is no unfunded liability
inthe DCR plan, and therefore no past service rate exists to pay unfunded liabilities.

The results are based on the data, assumptions, methods and plan provisions as described in the June
30, 2005 valuation reports. The Past Service Rate is based on a level percentage of payroll.

If you have any questions regarding these calculations, please call.

Sincerely,

David H. Slishinsky, A.S.A.
Principal and Consulting Actuary

/mip

C Ms. Melanie Millhorn, State of Alaska
Ms, Michelle DeLango, Buck Consultants

T»bo' Center 1200 I7lh Slreal Sjrte 1200 - Derive* CO 60202
720359 7700* 720360 7701 (fax)



PERS and TRS Accrued Liability and Normal Cost Rate by Tier

DB Employer Normal Cost Rate
Tier 1
Tier 2
Tier 3

Combined Employer Normal Cost

Past Service Rate*
Total DB Rate
Employer DCR Rate
DB Accrued Liability

Tier 1

Tier 2

Tier 3

Tolal

Actuarial Value of Assets

Unfunded Actuarial Accrued Liability

‘Represents amortization ot tho unfunded actuarial accrued liability for current defined benefit members.

Pension
9.15%
5.33%

1.55%

4.57%

5.67%

S$5,628,778
1,123,559
334,854

S 7.087.191

Liabilities and Normal Cost Rate by Tier
($ in thousands)

PERS
Medical

10.46%
10.41%

9.28%

9.91%

3.99%

$ 4,036,751
1,334,674
386,224

S 5,757,650

Total
19.61%
15.74%

10.83%

14.48%
18.03%

32.51%

9,66%

$ 9,665,530

2,458,233

721,078

$12,844,841

8,442,919

$4,401,922

Pension
7.18%
2.16%

N/A

3.96%

7.56%

$ 3,925,023
409,562
N/A

$ 4,334,585

TRS
Medical

8.02%
8.96%

N/A

8.60%

3.99%

$ 1,816,223
347.748
N/A

$2,163,971

Total
15.20%
11.12%

N/A

12.56%
29.70%

42.26%

11.55%

$ 5,741,247

757,309

N/A

$ 6,498,556

3,958,939

$2,539,617



PUBLIC EMPLOYEES'/TEACHERS' RETIREMENT SYSTEM

INFORMATION BRIEFING

Subject:  PERS/TRS Tier Classification Medical Benefits

Date:  October 12 2006

PERS Tier 1
Active 6.745
Deferred Vested 2.387
Deferred 1776
Retired 18871
Total _ o979
Medical Benefits System paid medical
benefits for all benefit
recipients and their

eligible dependents.

Eligible after vesting
and normal i<~dement

age of 55 or early
retirement at age 50.
Disabilitants.
regardless of a?e,
receive medica
Coverage.
TRS Tier 1
Active 2.647
Deferred Vested 309
Deferred 537
Retired 8.987
Total 12.450

Medical Benefits System paid medical
benefits for all benefit
recipients and their

eligible dependents.

Elhqible alter vesting
and normal retirement
age of 55 or early
retirement at age 50.

Disabilitants,
regardless o_fa%e,
receive medica
COVerage.

fricfny
/'fusion/M edical llene/itx /‘/.USand TRS
fly Tier Classification

Tier 2
8.28C
2.968
2929
2625
_ 116,802
System paid medical
henefits for Peace

Tier3
19.313
176
9.302
225
29616
System paid medical
benefits for Peace

Officer/Firefi?hters after Officer/Firefi?hters after

25 years or “all others"
at 30 years of service.

Elz?ible after vesting
and normal retirement
age of 60 or early
retirement at age 5.

Disabilitants,
regardless of a(]]e,
receive medica
coverage.

Tier 2

7.366

357

2.218

283

10284

System paid medical

benefits after 25 years ol

service

Eligible after vesting
and normal retirement
age of 60 or early
retirement at uge 55.

Disabilitants,
regardless of a?e,
receive medica
Coverage.

25 years or "all others"
at 30 years of service.

Eligible at age 60
after vesting with 10
years of credited
service. Under age 60
must pay premium.

Disabilitants,
regardless of a?e.
receive medica
coverage.

Total

10.013
666
2.815
9.270
22.764

Total

34.338

6.131
14,007
21721
76.197

October 17, 2006
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March 29, 2007
VIA EMAIL

Ms. Kathy Lea

Retirement Benefits Manager

State of Alaska
Department of Administration
Division of Retirement and Benefits
PO Box 110203

Juneau, AK 99811-0203

Re: PERS Analysis Request

Dear Kathy

As requested, we have analyzed two scenarios regar_dlrllig contributions to pay down the unfunded
actuarial accrued liability for'the State of Alaska Public Employees' Retirement System (PERS).
Scenario 1 uses the annual required contribution rate in the 2005 valuation of 32:51% and level
E{ergent of pm/ amortization going forward. Scenario 2 uses the funding rate adopted hy the Alaska
etirement Management Board ((]ARMB) of 39.76% and level dollar amortization going forward.

The unfunded actuarial accrued liability used in these calculations is based on the June 30, 2005
valuation results for PERS. The 2005 valuation results are the most recent projections that are,
available. We will present the ro&ectlons based on the 2006 valuation, including new assumptions

and methods at the June 2007 ARMB meeting.

We are using the assumption that PERS goes to a cost sharing plan and the emcployercontrlbutlon
rate for the DB and DCR plans is set in statute to be 22% of the total DB and DCR payroll. The
difference between the 22% of total payroll and the DCR contribution rate of 9.77% will go into the
DB plan. The State of Alaska will Pay the difference between contributions paid by employers and
the contributions needed to meet the annual required contribution in the DB Plan.

Please see pa?e A7 of our June 30, 2005 Experience Analysis reﬁort for our recommendation on the
use of the level dollar amortization method _If state statutes are changed to base the employer
contribution rates on total payroll (DB and DCR rpayr_oll combined), then the level percentage of
Payroll method could be used to determine the undm? rate However, since GASB allows amortizing
hé unfunded liability as a level percenta?e, of payroll for active members only ifthe payroll is
exPected to increase, you could not use this approach for GASB disclosure Since the Closed group
Will result ina decline of Soayroll of active members This would cause a difference between the
funding rate and the GASBARC for disclosure, resulting inan employer contribution that is less than
100% of the GASB Annual Required Contribution (ARC()J for several years

TnborCvnlei 1200 17iliSlieel Suite 1260sDenver CO8C202
720.169 7700« 720 359 7701 (L.U)



Ms. Kathy Lea
March 29, 2007
Page 2

We prefer not to release our Projection software. We would be happy to run additional projections or
sensitivity analyses for you. Ifyou have any questions regara'ng these calculations, please call.

Sincerely,

David H, Slishinsky, A.S.A.
Principal and Consulting Actuary

[kr

P V>cm,mAiii5i<a\2007\.M3297id>"S ooc
Enclosures

¢ Ms. Christina Maiquis, State of Alaska
Ms Michelle DeLange, Buck Consultants



I Vi*l

ical Year
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031

Projected
Employer
Contribution

Rate
1677%
21.77%
32 51%
3391%
34 40%
33 49%
3270%
31 78%
30 83%
30 17%
29 22%
28 44%
27.56%
26.50%
25.92%
25 26%
24 63%
23 83%
22 41%
22 37%
21 99%
21 68%
21 18%
21 44%
9.49%
7 82%

"includes DCR Contribution

Data, Assumptions. Methods and Plan Provisions:

< PERS is a cost sharing plan
* Assets are assumed to earn 8 25% in all years
« No new DB plan members after July 1, 2006

e The unlunded liability amortization payment uses a payroll growth ol 4 55 A tor all years

Projected Impact of PERS Cost Sharing Plan

Projections of Contribution Amounts on Total Payroll and by State of Alaska

DB Salary

S 1586,891
1,635,324
1.547,025
1.478 011
1.412,624
1.350899
1,285,898
1,223,927
1,168,933
1,105.606
1,044,006
973,612
890,139
832,314
773,650
712.411
630,262
557,005
515316
468,096
419.664
353.981
304,767
270.752
241,888
210,318

Based on June 30, 2005 Actuarial Valuation

Public Employees’ Retirement System

S

($ in thousands)

Scenario 1
Amount ot DCR
Annual Contributions
Required Employer to Pay DB
DCR Salary Contribution Contributions1  Plan Unfunded
3 266,122 S 266,122 s
14,859 359,245 361.062 1,817
169.165 557,933 377.562 20,689
306,826 605,238 392.664 37,525
443,607 638.543 408.371 54,253
579,581 646.518 47.4.706 70,883
721,801 656,518 441.694 88,276
864.080 663,569 459,362 105,G77
1002.595 669,482 477,736 122,617
1.152.733 681,356 496,846 140,979
1.304.718 686,297 516.719 159.567
1.469.061 694.696 537 388 179,666
1.650,241 700,129 558,884 201,824
1,009,681 700 129 581,239 22'.324
1,974,025 712.197 604,489 241,423
2 145,171 721.825 628 668 262,354
2,341.624 731.976 653.815 286.381
2 533.756 736.528 679.967 309,878
2699,075 720 345 707,166 330,097
2,874.871 747.822 735,453 351,597
3,057.022 764.523 764 871 373.874
3261 772 783 895 795,466 398.915
3.455616 796.449 827.284 422,622
3 640,047 438.475 860.376 445,178
3825,343 385,980 759.716 467,839
4 019.602 330 780 723,495 491.597

Tolal S 16 796,570 s 15,041,121 S 5.786,852 S

* AHolher dala, assumptions methods and plan provisions are Ilhe same as those descrue n e u e

IUOUQrffrt 2

Amount Paid
by State
of Alaska

N/A

N/A
196,898
242.551
273.512
278.437
285.344
288.628
289.700
297.132
297 049
300,635
302,474
295,696
300570
302.740
306.938
304,109
276 879
293.244
298.323
307.104
306,779
333,732

6 378 674

buckconsultants \

Funded Ratio
66%
65%
65%
67%
68%
70%
71%
2%
73%
74%
76%
7%
78%
79%
81%
82%
84%
85%
87%
89%
91%
94%
96%
100%
103%
106%

H

it *



Projected Impact of PERS Cost Sharing Plan
Projections of Contribution Amounts on Total Payroll and by State of Alaska
Based on June 30, 2005 Actuarial Valuation

Public Employees' Retirement System

(J in thousands)

Scenario 2
i Amount of DCR
Errr?]elgtidr Annual Contributions Amount Paid

COntFr)ib:tion Required Employer to Pay DB by State e &

Fiscal Year Rate PB Salary IR salary Contribution Contributions' Plan Unfunded of Alaska un 6e6(y ;
2000 1677% S 1586.691 S ?s 266,122 S 266,122 S s N/A 650/0
2007 21 7% 1.635.324 14,859 359,245 361.062 1,817 N/A a5
2008 39.70% 1:547,025 169,165 682,357 377,562 20,689 321,322 680/0
2009 41.30% 1.478 011 306,826 737,138 392,664 37,525 374,451 700/0
2010 41 76% 1’,412_524 443,607 775.162 408,371 54,253 410,131 0o
2011 39 78% 1,350.899 579,581 767,945 424,706 70,883 399.864 ;210//0
2012 37 93% 1.285.898 721,801 761,520 441.694 88,276 390.346 res
2013 35 85% 1,223,927 864,080 748.551 459.362 105,677 373,610 78[;
2014 33 78% 1,168.033 1,002,595 733,542 477,736 122,617 353,760 800/0
2015 32 02% 1’105 556 1,152,733 723,136 496,846 140979 338.912 820/0
2016 30.03% 1:044:006 1,304,718 705.322 516,719 159.567 316,074 330/0
2017 28 24% 973,612 1,469.061 689.811 537.388 179,666 295,950 850/0
2018 26 41% sgojlag 1,650.241 670,914 558,884 201,824 273,259 860/0
2019 24 42% 832.314 1,809.681 645.175 581,239 221,324 240.742 080/0
2020 22 95% 773 650 1974 025 630.591 604,489 241.423 218,964 890/0
2021 21 45% 712,411 2 145.171 612.951 628,668 262,354 193,866 910/0
2022 20 02% 630 262 2 341.624 594,972 653,815 286,381 169,934 930/0
2023 18 45% 557 005 2.533 756 570 245 679,967 309,878 137 826 940/0
2024 16 30% 515,316 2699,075 523,946 707,106 330 097 80,480 960/0
2025 15 55% 468 096 2874 071 519.831 735,453 351,597 65,253 970/0
2020 14 01% 419.664 3,057.022 504 467 764 871 373,874 38,267 900/0
2027 13 59% 353,981 3.261,772 491.361 795,466 398 915 14,590 1010;
2028 12 50% 304,767 3,455 616 470,048 807,662 422622 - 1030/0
2029 12 20% 270'752 3,640 0-17 477,117 832.760 445,178 - 1050/0
2030 4 52% 241,888 3825.343 103,839 557,575 467 839 1070/0
2031 306% 210318 4019 602 129 436 522 151 491 597 . o

Total S 14974.76a S  14,590.387 S 5.786852 S 5,007,601

Includes OCR Coninuulion

Jala. Assumptions. Methods and Plan Provisions:
PERS is a cosl sharing plan
Assets are assumed lo earn 8 25% in nil years
No new OB plan members alter July 1 2006
The unfunded liability amortization payment uses no payioll growth lor t YO8 rates m>U taler

»% °ot UM-'ISal pny)CH fof airDB and OCR plan costs Slate of Alaska pays tor the rest ol the OB plan contributions
All other data assumptions methods and plan provisions mo tho same as those described in tho June 30. . 00.. valuation report

buckconsultants \
U A i oILif mlll < 0 »
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March 19, 2007
Senate Finance yAf? 22 N
Juneau, Alaska 99811

Dear Senate Finance Members,

This note is to reiterate the position of AML. with regards to PERS, and especially
to clarify the AML’s position with regards to the proposal brought forth by the
Governor's office (SB125). This morning, during the presentation by the
Department of Administration, reference was made that AML supports the
concept presented. Please allow me to reiterate the AML's position: In addition
to legislation that consolidates the PERS system, the AML only supports a final
legislative solution that incorporates the three necessary pillars of i) stability, 2)
predictability, and 3) affordability, the last being a deal-breaker.

The flat 22% PERS rate being discussed in the House Finance Committee
Substitute, though slightly higher than the 85/15%, is very close to meeting the
goals of the three pillars. The AML supports consolidation language recently
introduced. However, the 65/35% split that was likewise introduced provides not
one of the three pillars AML seeks. The Alaska Municipal League, while wanting
to work with the Administration and the Legislature on the PERS issue, is only
supporting legislation that contains language that truly and substantively

addresses affordability.

I have included, for your review, a copy of the AML Board of Directors Resolution
tI2007-01 which gives a clear, concise picture of our position with regards to
PERS/TRS. While the general concept the Administration has outlined may be
guite close to that supported by AML, the devil is in the details. Any legislation
which leaves communities having to pay unaffordable rates for an unfunded
liability which was not of our making, and which risks bankrupting communities, is
not a concept we can accept. We look forward to working with you on finding a
solution that works for the State of Alaska, Alaska's political subdivisions,
Alaska’s school districts, Alaska's universities, and the taxpayers of Alaska.

Sincerely,

VoKV, %
\"

Kathie Wasserman
Executive Director,

cc: AML member communities
House Finance Committee members

Mmnhnr ol H#* National I oarjiio ol Cllins and Ihn National Association ol Oniiolios
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ALASKA MUNICIPAL LEAGUE
BOARD OF DIRECTORS

RESOLUTION
#2007-01

A RESOLUTION SUMMARIZING THE ALASKA MUNICIPAL
LEAGUE POSITION ON PERS

WHEREAS, AML supports amending State statutes to reflect an actual
consolidated PERS plan; and

WHEREAS, AML supports having one uniform consolidated normal cost rate that
all member employers pay; and

WHEREAS, AML believes that 85% of the unfunded obligation should go on the
State’s books and be accounted for and paid by the State as a separate stand

alone obligation; and

WHEREAS, AML believes the other 15% of the unfunded obligation belongs to
all PERS member employers; this 85/15 split is based on extensive research and
analysis of PERS history over the past 46 years; and

WHEREAS, AML believes that in order to pay the 15% of the unfunded
obligation, there should be a separate uniform consolidated past service cost rate
that all member employers pay, that is a separate rate from the normal cost rate;

and

WHEREAS, AML believes that the TRS obligation should likewise be broken into
an 85/15% split, with 85% being accounted for as a separate obligation on the
State's books. As with PERS, there should be two separate rates; a uniform
normal cost rate and a uniform past service cost rate that amortizes the 15%

unfunded obligation; and

WHEREAS, AML supports seeking out and using available methods to reduce
the future carrying costs of the unfunded obligations.

Mombhoi ol thn National Loagiio of Cilins mid Ilio National Association of Counties
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SECTIONAL ANALYSIS FOR SB 125/ 11B 204 PERS COST SHARE PLAN

Sec. 1 AS 39.35.100. Repeals prior language establishing separate accounts for each

employer. Eliminates the retirement reserve account. Provides that pension
benefits are first paid from the employee's mandatory contribution account and
then, when that account is exhausted, the plan will fund the future benefits.
Clarifies that voluntary contributions in the employee savings account will be

paid upon retirement under AS 39.35.395.

Reason: The change to a cost share plan removes the requirements to have a separate account
for each employer and to make transfers to a retirement reserve account. Clarifies that the whole

plan, rather than an individual employer, is responsible for funding future retirement benefits

once the employee's mandatory contribution account is exhausted.

Sec. 2 AS 39.35.115. Adds subsection (d) that clarifies that the plan is ajoint
contributory plan and subsection (e) that allocates any excess assets in the plan at
the time of plan termination back to the participating employers in a manner
determined by the administrator if the termination is approved by the IRS.

Reason: Clarifies that both employees and employers contribute to the plan. Section (e) is

required by the IRS fora qualified plan.

Sec. 3 AS 39.35.125(a). Changes references to participation amendment statutes from
AS 39.35.550 - 39.35.650. some of which have been repealed, to sections AS
39.35.600-39.35.650, some of which have been amended.

Reason: Conforming change - see sec. 9, AS 39.35.610; sec. 10; AS 39.35.615(a); rcc. 11. AS

39.35.615(g); sec. 12. AS 39.35.620.

See. 4 AS 39.35.160(e). Changes references to contribution statutes from AS 39.35.250
- 39.35.290, some of which have been repealed, to sections AS 39.35.255 -
39.35.290, some of which are new or amended, for the calculation of the
contribution surcharge school district members who elect to have their service

accrual calculated under the provisions of the Public Employees’ Retirement

System.

Reason: Conforming change - sec sec. 5. AS 39,35.255; secs. 6 and 7, AS 39.35.260; and sec.
13. repealing AS 39.35.250, 39.35.270, and 39.35.280.

See. 5. AS 39.35.255. Requires employers to contribute to the plan an amount
representing the employer rate (normal cost rate + past service rate) as approved
by the Alaska Retirement Management Board. The rate is to be a single rate for

Each employer will apply the rate to the total of all PERS salaries

all employers.
Requires the employer rate be no less

for that employer, regardless of tier or plan.
than the normal cost rate. Requires contributions be remitted within 15 days i f
the close of the employer's pay period. Requires past service contributions for
retirees rehired under the Retiree Return Program he remitted at the same level

the employer is paying for its active members. Defines employer normal cost rate

and past service rate.



Sectional Analysis for SB 125 and HB 204 PERS Cost Share

Reason: Sets out the definition and calculation of the employer normal cost rale and past service
rate that all employers will contribute under the new cost-share plan and specifics the minimum
rale allowed. Normal cost rate and past service rates arc based on all members in the system
rather than only those members in the plan employed by a participating employer. Also
prescribes the timing of transmittal of contributions to the plan and requires past service

contributions be made for returned retirees.

Sec. 6 AS 39.35.260. Changes the annual calculation of the employer rate from

separate employer rates to one uniform employer rate.
Reason: To establish a cost share plan that uses a uniform employer contribution rate.

Sec. 7 AS 39.35.260. Adds subsection (b) to allocate 65% of the unfunded liability of
the plan as of June 30, 2006, to the State of Alaska, regardless of the rate
calculated in AS 39.35.255 or (a) of the section. The remainig 35 percent of that
unfunded liability is allocated to the other participating employers. Once the rate
for the State of Alaska, as calculated in this subsection, is within one percentage
point of the rate for all other employers, a separate rate for the State of Alaska

will not be calculated.

Reason: To assigh 65% of the unfunded liability to the State of Alaska and assign the remaing
35% of that unfunded liability to political subdivisions and public organizations.

Sec. S AS 39.35.520. Changes the reference from AS 39.35.270 (repealed by sec. 13 of
the bill) referring to individual employer rates to new AS 39.35.255 (sec. 5 of the

bill) providing for a single employer contribution rate.

Reason Conforming change.

See. 9 AS 39.35.610(b). Add:,ion of a new subsection allowing the system to collect
the amount of contributions and interest due from an employer if the employer
fails to make timely payment of contributions. The administrator may claim an
employer's past due contributions and interest from any agency of the state or
political subdivision that has funds in its possession that arc lo be distributed to

the employer.

Reason: To provide a method of collecting over due contributions and to prevent one employer

m default from adversely affecting the rate shared by all employers in the plan.

Sec. 10 AS 39.35.615. Removes the ability of an employer to amend its participation
agreement and allows only for termination from the plan.

Reason: Currently employers may designate groups or classifications of their employees for
coverage under the I'ERS defined benefit plan and individually bear any related costs or savings
liom those choices. With acost share plan, amendments of this type by one employer could

create liability to all employers in the plait.

3/18/200711-0 1' AM tapv 2 of 4 pages



Sectional Analysis for SB 125 and HB 204 PERS Cost Share

Sec. 11

AS 39.35.615(g) Adds new subsection that requires employers voluntarily
terminating from the plan to pay the associated termination cost within a set
timeframe. Allows for a payment plan as well as a lump sum payment. Allows

the administrator to collect funds per AS 39.35.610(b) (sec. 9 of the bill), if the
employer fails to pay the termination cost in atimely manner. Provides for a
refund of excess assets to the employer’s should allocated assets exceed the
termination liability, if allowed under the Internal Revenue Code. Allows the
employertojoin the PERS defined contribution plan at a future date once

termination costs arc paid in full.

AS 39.35.615(h). Adds anew subsection that requires employers who are
voluntarily terminating participation in the plan to pay the cost associated with the

termination cost study.

Reason: To establish a process for voluntarily termination of an employer’s participation a id
collectionof termination costs from the employer under the cost share plan.

Sec. 12

Reason-
involuntarily terminated from participation under the cost share plan

See. 13

AS 39.35.620(i>. Adds a new subsection that requires employers involuntarily
terminated from the plan to pay the associated termination cost within a set
timeframe. Allows for a payment plan as well as a lump sum payment. Allows
the administrator to collect funds per AS 39.35.610(b) iscc. 9 of the bill), if the
employer fails to pay the termination cost in atimely manner. Provides for a
refund ol excess assets to the employer should allocated assets exceed the
termination liability, if allowed under the Internal Revenue Code. Allows the
employer tojoin the PERS defined contribution plan at a future date once

termination costs are paid in full.

AS 39.35.620(j). Adds a NEW subsection that requires employers who arc
involuntarily terminated from participation m the plan to pay the cost associated

with the termination cost study.

| o establish a process for collecting the termination cost ol an employer that is

AS 39.35.650. Clarifies the circumstances imdei which an employer may receive

an amount from the plan,

Reason: Clarification of statute to codify existing practice and to comply with the Internal

Revenue Code.

See. N

i o.

Jih pii

is

n

Repeals: Repeals all sections and subsections leleiring to lhe calculation ot
pay meat ol individual employer rates; repeals statutes that allow employers to
tom the defined benefit plan, which was closed by SB IIl (eh 9.1SSI A 201*5);
and repeals prior statutes that provide for participation and termination ol
parlieipali m ol classifications oi groups ol employees, ami of prov isjons
icgardmg teinunation that lie replaced by secs. Il 13 ol die bill

\.m r.ir 3ol I pages



Sectional Analysis for SB 125 and HB 204 PERS Cost Share

Sec.

Sec.

Sec.

Sec.

Sec.

15

16

17

18

19

Transition. Provides that the administrator will notify every employer in the
defined benefit plan of the departments, groups, or other classifications of
employees the employer currently covers under their participation agreement.
Employers will have 90 days from receipt of the notification to request an
amendment to their participation to either add or delete covered groups. Once the
90 days has elapsed, employers may not amend their agreement in the future to
add or delete groups. States that past service credit cannot be awarded during this

transition period.

Transition. Provides for the Departments of Administration and Revenue to

adopt regulations necessary to implement this act.

Reviser’s Instructions: Change headings for AS 39.35.615 to reflect a voluntary
termination of participation and AS 39.35.620 to reflect an involuntary

termination of participation.
Immediate effective daie for transition sections.

July 1, 2007, effective date lor implementing the cost share program.

IV-* | ot | pages
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March 28, 2007

Honorable Governor Sarah Palin

P.O.B. 110001

Juneau, Alaska 99811 ;
MAR:) 0 ZOO/

RECEIVED

Dear Governor Palin,

On behalf of the Alaska Municipal League (AML), | want to commend you for
your demonstrated commitment to addressing important local government policy

issues.

Specifically, AML was pleased and heartened by your operating budget proposal
that included $48.1 million for Revenue Sharing and $78.5 million for municipal
PERS relief. We are also encouraged by your provisions for paying down the

unfunded PERS/TRS liability.

The House has removed Revenue Sharing entirely and much of lhe PERS re'ief
that was in your budget. We urge you to join us in helping to restore these critical

components of your budget.

While AML is encouraged by progress being made on finding a solution to PERS,
we are concerned about treating a PERS solution as a substitute for an

adequately funded Revenue Sharing program.

Revenue Sharing can be used as communities see fit; either funding basic
services (maintenance; Dersonnel; insurance or fuel costs) and/or to offset
property taxes. A PERS fix does not address these critical issues.

We applaud the Administration and the Legislature’s efforts to find a long-term
PERS solution. Enclosed is a list of PERS issues AML has identified with the
help of Larry Semmens, ARM Board member and CFO of the City of Kenai. We
understand that a long-term PERS fix may require some adjustments to the
financial package you submitted to the Legislature, but strongly support your

$48.1 million Revenue Sharing program.

AML’s official position includes support for a consolidated PERS system, an
85/15% split of past service costs and a uniform normal cost rate. | have
enclosed the AMI Board of Directors Resolution #2007-01.

The House has suggested a uniform normal cost rato of 22% of salary. That
percentage would represent a 54% increaso from FYO7 contributions. However,

Member ol Ihe National League ol Cilies and lho National Association ol Counties
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our main concern is whether or not this 22% of salary rate would be a long-term
commitment. We cannot afford to pay 22% of salary this year, 23% next year
and unquantified salary rates into the future. AML supports your plan for FYO08
which requires employers to contribute 5% more than the FYO07 contributions.
Then the full increase of the 22% contribution rate would become effective for
FYO09, which would require municipalities to contribute $12 million more than in

FY08. Again, our major concerns are predictability, stability and affordability.

We believe that the State of Alaska is only as strong and healthy as its political
subdivisions. To that end, we commend you for your strong support for local

government.

AML believes that your vocal and active support for your Revenue Sharing
program is critical to its eventual funding by the Legislature this session.

Please feel free to contact the AML office if you have any questions or if we can

help provide you with any information.

We look forward to working with you and the Legislature to arrive at a fair

resolu':on of these issues for all Alaskans.

Sincerely

Tim Bourcy
President
Alaska Municipal League

cc: Mike Tibbies
John Bitney
Commissioner Kreitzer
Senate Leadership
House Leadership
Senate Finance
House Finance



ALASKA MUNICIPAL LEAGUE
PERS POINTS

PERS and Revenue Sharing are separate issues. The PERS issue involves
efforts to address a problem created from a long-term underfunding of this state
administered program. While municipalities have followed the directions of the
state in participating in this program, municipalities have only recently had a
direct input role in the administration of this State run program. Although
municipalities did not create the problem, they are willing to be a part of the
solution. Revenue sharing, on the other hand, affects all municipalities and is a
method used by state to provide some of the funding needed to provide basic
local government services.

AML supports a plan which recognizes the reality that PERS is a shared system.
The strength of AML’s support is contingent on the State accepting a large share
of unfunded liability. AML supports allocation of 15% of the PERS unfunded
liability to municipalities and 85% to the State.

AML supports a significant pay down of the unfunded liability in the FY08 budget.
AML supports a solution that results in an employer rate that is affordable, stable
and predicable.

Municipal employers support a fixed rate of 22% or less for municipal employers
because this is the maximum affordable rate. Such a rate would represent an
average increase in municipal expenditures for PERS of over $33 million; a 54%
increase. The proposal in SB125 would mean an increase for FY07 to FY08 of
$21 million; even with the one-year hold harmless. The burden in future years
would be even greater both from the reduction in the hold harmless amount and
from any actuarially determined cost increases. This increase can only be paid
for from increased local taxes or a corresponding reduction in municipal services.
A viable solution must take into account the potential of future changes in
actuarially determined underfunded liabilities.

The solution should protect members from sudden reductions in contribution due

to salary reductions. Salaries could be reduced by sale or contracting out part of
Consideration should be

the operation, or by opting out a class of employees.
given to establishment of a baseline salary amount arid,"" a provision that
requires contributions based on salaries of opted out classes of employees.

The new shared plan could be effective for FY09, allowing time for municipalities
to adjust to the shared employer rate, which at 22%, would still require
municipalities to contribute at least $12 million more than the FYO08 contribution.
The solution must recognize the contributions that some communities made in
excess of the amount billed by the State.

The solution should discourage “gaming the system" and should not create an
economic incentive to manipulate the workforce or discriminate between defined

benefit and defined contribution employees.



o Al

(9l LT \iti\nry

ALASKA MUNICIPAL LEAGUE -BOARD OF DIRECTORS

Resolution #2007-01

ARESOLUTION SUMMARIZING THE ALASKA MUNICIPAL LEAGUE POSITION ON PERS
WHEREAS, AML supports amending State statutes to reflect an actual consolidated PERS plan, and

WHEREAS, AML supports having one uniform consolidated normal cost rate that all member employers pay;
and

WHEREAS, AML believes that 85% of the unfunded obligation should go on the State’s books and be ac-
counted for and paid hy the State as a separate stand alone obligation, and

WHEREAS, AML believes the other 15% of the unfunded obligation belongs to all PERS member employers;
this 85/15 split is based on extensive research and analysis of PERS history over the past -16years; and

WHEREAS, AML believes that in order to pay the 15% of the unfunded obligation, there should be a separate
uniform consolidated past service cost rate that all member employers pay, that is a separate rate from the nor-

mal cost rate: and

WHEREAS, AML believes that the TRS obligation should likewise be broken into an 85/15% split, with 85%
being accounted for as a separate obligation on the Slate's books. As with PERS, there should be two separate
rates, a uniform normal cost rate and a uniform past service cost rate that amortizes the 15% unfunded obliga-

tion. and

WHEREAS, AML supports seeking out and using available methods to reduce the future carrying costs of the
unfunded obligations

NOW, THEREFORE RE IT RESOLVED that the Alaska Municipal League Hoard of Directors wishes to
summarize and make clear its position on PERS. as based on AML's membership wide Resolution «0007-05A

ami on presentations sponsored by AML throughout the State

PASSED AM) VPPRON El) BV THE ALASKA MI MCIPAIL I.LEAGI KBOARD OF DIRECTORS on the
|-Ith dav of March. 2007

Signed
fun Homey. President
Alaska Municipal League

ALAf A MUNICIPAL LEAGUE 217 2* S*, #200, W -u, AK 99801 *(907)506-1325 ¢ WWW.AKML.ORG
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CORRECTION

THE FOLLOWING DOCUVENT(S)
HAVE BEEN REALVED TO
ASSURE LEGIBILITY ORPAGINATION
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ALASKA MUNICIPAL LEAGUE -BOARD OF DIRECTORS

Resolution #2007-01

A RESOLUTION SUMMARIZING THE ALASKA MUNICIPAL LEAGUE POSITION ON PERS
WHEREAS, AML supports amending State statutes to reflect an actual consolidated PERS plan, and

WHEREAS, AML supports having one uniform consolidated normal cost rate that all member employers pay;

and

WHEREAS, AML believes that 85% o f the unfunded obligation should go on the Sta’e's books and be ac-

counted for and paid by the State as a separate stand alone obligation; and

WHEREAS, AML believes the other 15% of the unfunded obligation belongs to all PERS member employers;
this 85/15 split is based on extensive research and analysis of PERS history over the past 46 years; and

WHEREAS. AML believes that in order to pay the 15% of the unfunded obligation, there should be a separate

uniform consolidated past service cost rate that all member employers pay, that is a separate rate from the nor-

mal cost rate; mid

WHEREAS, AML believes that the TRS obligation should likewise be broken into an 85/15% split, with 85%
being accounted for as a separate obligation on the State's books. As with PERS, there should be two separate
rates; a uniform normal cost rate and a uniform past service cost rate that amortizes the 15% unfunded obliga-

tion. and

WHEREAS. AML supports seeking out and using available methods to reduce the future carrying costs of the

unfunded obligations

NOW,THEREFORE BE IT RESOLVED that the Alaska Municipal League Board of Directors wishes to
summarize and make clear its position on PERS. as based on AML's membership wide Resolution -V2007-05A

and on presentations sponsored by AML throughout the State

PASSED AND APPROVED B\ HIE ALASKA MI MCIPAL LEAGI E HOARD OF DIRECTORS oil the
14th dav of March. 2007.

Signed

fun Bourcy, President
Alaska Municipal | eague

\itest Z w

ALASKA MUNICIPAL LEAGUE * 217 2' S', 11200, Juit*u,AK 99801 & (907) 586-1325 « WWW.AKML.ORG
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PERS Contribution

Total
to Employee

by Municipalities

Payroll

Increase In Municipal Contributions to PERS

millions”
$100

FY 04 FY 05 FY 06 FY 07

O Increase from previous year
Total Municipal Payroll contribution

*Note: Figures reflect the total out-of-pocket expenses to municipalities for FY 06
and FY 07. These figures do not include the PFRS assistance/reliefappropriated by
legislature for the respective fiscal years.

FY 08 Fy 08 FYoOB
AML Proposal House FIN Gov's Budget
Proposal

Alaska MuniciPal League
ague 217 Second Street, Suite 200
Juneau, Alaska 99801
(<1111 mi\inn' (907) 986-1325
www.akml.org


http://www.akml.org

Analysis of Changes
CSSB 125vs.SH 125

Cs sB 125 (Veri: -12007)

Bill Section Change

Title Expanded to include "Alaska Retirement
Management Board" and “Teachers' Retirement
System"

See. 1 AS 14.25.070

e Repeals & Reenacts the employer
contribution section of the Teachers'
Retirement System (TRS) Define Benefit
(DB) statutes.

 Sets the annual employer contribution rate to
12.56%. or the DB plan employer normal
cost - whichever is greater.

= Rate applies to entire payroll base -
regardless of Tier.

= Contributions are used to pay DB and
Delined Contribution Retirement (DCR)
normal costs

* Money inexcess of what is needed to pay
system's normal costs is applied to the
accrued unfunded liability

< Employer contribution rate applies to
retiree/rehires and their salary must be
included in the payroll base
Defines "accrued unfunded liability",
“employer normal cost rate" and "normal
cost”

See. 2 AS 14.25.085
Adds new section to statute establishing the
state's contribution requirements within TRS
As an employer, the state must make
contributions on behalf of its own 1KS
members
State also makes one annual direct pay meni
to 1RS. in an amount sufficient to pay the
system’s full unfunded liability payment as

determined in the hoard i the coming liscul

year

Sec. 3 AS 14.25.220
e Adds definition of "system" lo the TRS DB
section of statute
e "System" means all IRS plans

Prepared hv Sen. Sletiman's ()IHee lold
Senate | inanee ( ommillee

April 22, 2007

SB 125
Corresponding Bill Section

Title - Modified

N/A - New

N/A - New

N/A - New

\0: ow



Analysis of Changes April 22. 2007
CSSH 125 vs. SB 125

CS sSB 125 (Hr E4/20 07) SB 125
Bill Section Change Corresponding Bill Section
Sec. 4 AS 37.10.220(a)(8) N/A - New

e Amends Alaska Retirement Management
Board's (ARMB) powers and dutiesf/tyge 4
Lines 17-19)

» Board can't set an amortization period for
liquidating the accrued unfunded liability of
less than 25 years

Sec. 5 AS 39.35.100 See. 1
e No change
See. 6 AS 39.35.115 sec. 2 - Modified

« Slightly reworded to match language already
passed in SB 123 - Technical Clarification

Bill
Sec. 7 AS 39.35.125(a) See. 3
e Nochange
See. 8 AS 39.35.160(c) See. 4
e No change
See. 9 AS 39.35.255 see. 5 - Modified

e Adds a new section that rewrites the
employer contribution section of the Public
Employee's Retirement System (PI-RS) 1)B
statutes.

- Sets the annual employer contribution rate to
22%. or the DB plan employer normal cost -
whichever is greater.

e Rate arplies to entire pay roll base
regardless of Lier.

e Contributions are used to pay DB and DCR
normal costs

e Money inexcess of what is needed to pay
system's normal costs are applied to the
accrued unfunded liability

e 22% employ er contribution rate applies to
retirec/rehires and their salary must be
included in the pay roll base

e Defines "accrued unfunded liability",
"employ er normal cost rate" and "normal
cost”

Prepared In Sen. Stcdinnn's <Mice 2nl’4
Senate f inance (‘'ommillee



Analysis of Changes April 22. 2007

CSSB 125vs. SB 125

cs sB 125 (Ver E -12(107) SB 125
Bill Section Change Corresponding Bill Section
N/A AS 39.35.260 Sec. 6 - Deleted
e No longci necessary. Incorporated into AS
39.35.255
N/A AS 39.35.260 Sec. 7 - Deleted
e No longer necessary. Incorporated into AS
39.35.255
Sec. 11 AS 39.35.280 N/A - New

e Repeals and rcen; ts the section of statute
dealing with the state's contribution
requirements within PICKS

e As an employer, state must make the 22%
contribution on behalfof its own PERS
members

e State also makes one annual direct payment
to PI-RS. in an amount sufficient to pay the
system's full unfunded liability payment as
determined by the board for the coming fiscal

year

Sec. 11 AS 39.35.520(a) Sec. 8
e No change

Sec. 12 AS 39.35,610 Sec. 9
e No change

Sec. 13 AS 39.35.615(a) Sec. 10
e No change

Sec. 14 AS 39.35.615 Sec. 11
e No change
Sec. 15 AS 39.35.620 Sec. 12
e No change
N/A  New

Sec. 16 AS 39.35.625
e Addition requested by the Administration
e Adds a new section of statute indicating how
PI-RS termination costs will be determined
under a cost share system

Prepared hy Sen. Steilman's (Mice
Senate finance Committee



Analysis of Changes
CSSB 125vs. SB 125

CS sB 125 Her li 120 07)

Bill Section
See. 17

Sec. 18

Sec. 19

Sec. 20

Sec. 21

See. 22 £ See. 25

Change
AS 39.35.650
e No change

Repeals

- Adds AS 39.35.260 to the list of repeals (See
SIl 125 Sec. 6 Cf Sec. 7comments above)

* Removes AS 39.35.280 (Ssee CSSB 125 Sec.
If) comments above)

Transition Language

e Subsection (a) - No Change

» Subsection (b) - Adds new sentence (Page
12. Lines 5-S)

0 Sentence added at the request o f the
Administration to conform to Mouse
amendments to SB 123 - Technical
Clarification Bill

o Hlectcd officials cannot be amended
into participation agreements unless
they make at least the same monthly
salary as Legislators ($2001)

e Subsection (c) — New subsection

0 Sets T'Y 08 contribution rates below

22% for certain political subdivisions

that made PLRS contributions in excess

o fwhat was required between I-Y05 -
07

0 Rates are for lyear only and will allow

these employ ers to recoup their excess
contributions in 1V 08

Transition Language
e No change

Revisor’s Instructions

e No change

Lffcet Date Clauses
e No change

Prepared In Sen. Stedmaii's Office 40f4

Senate | inonce Commillee

April 22. 2007

SB 125
Corresponding Bill Section

Sec. 13

Sec. 14

Sec. 15 - Modified

See. 16

See. 17

See. 18 & See. 19



FY 08 Rate Adjustments Required to Recoup Excess Muni PERS Contributions from Prior 3 Years

4*1»3 5 6*2x5 7 s 9 10*7.8*9 11*6-10 12* 11)2  13* 12-5

1 2 2
FYOS Adjustments

Gross Salaries Extra Payments

FYO08 ContrIL CSSB 125

FYOB
FYO7 Adj less Rato Change In
(FE%'GFI;ZO) (FE%}FIS’?_) Contrib Fgo(:trlizbs I SChO;L Fgo(:iriE;t' 2005 2006 SB46 2007 SB231 Toza;:iicoess Previous  Required Rato from
Rato Rale Excess to Recoup 22V.
Contrib In FYOS

ER Employer
230 ALEUTIANS EAST BOROUGH 683.563 704,070 15 23°/ 104.107 22 00% 154,895 5 50537 S 33915 S 84,452 70,443 10.01%  -11 99%
173 ANCHORAGE, MUNICIPALITY OF 146 880,650  151.287,070 1865% 27.393,241 2200% 33 283,155 S 748,094 S - [ 748.094  32,535.061 21.51% *049%
136 BETHEL, CITYCF 5.640,051 5,809,252 15 08% 850,520 22 00% 1.278,035 S - S 275716 S 275.716 1.002.319 17.25% -4 75%
144 BRISTOL BAY BOROUGH 1.698,985 1749,955 17,99% 305,647 22 00% 384,990 S 70,944 S . S 70944 314,04G 17.95% -4 05%
148 CORDOVA CITY OF 2,240,201 2,307.407 19.77% 442,888 2200% 507.630 S 98-182 S 112,553 S 211,035 296.595 12 85% -9.15%
282 DELTAJUNCTION. AITY OF 285,152 293,706 1447% 41,261 2200% 64,615 s 3,419 S . s 3,419 61,196 20 64% -1.16%
258 DENALI BOROUGH 151,229 155,766 39 00% 58,979 22 00% 34,268 S 29484 S - S 29,484 4.784 307% -1893%
271 EGEGK, ATY CF 44.629 45.968 18 80% 8,390 22 00% 10,113 [ - S 2830 S 2,830 7,283 15 84% -6 16%
192 GALENA ATY OF 1,769,688 1.822.779 13 40% 237,138 2200% 401,011 S 68486 S - [ 68.486 332.525 18 24% «376%
235 HUSLA CTY OF 117.103 120 616 23 27% 27,250 22 00% 26 535 S - s 5215 S 5,215 21,320 1768% -4 32%
20 KACHEMAK CTY OF 24,215 24,942 30 37% 7,354 22 00% 5,487 S 3068 S - S 3.068 2.419 970% -12 30%
180 KENAI PENINSULA BOROUGH 13,047,886 14,366,322 22 81% 3,181.513 2200% 3.160,591 S - S 702515 S 702,515 2,458,076 17 11% -4 89%
122 KETCHKAN GATEWAY BOROUGH 4,560,752 4,697,575 20 49% 934,498 22 00% 1.033,466 S 706,307 S - S 206.307 827.159 17 61% -4.39%
181 KETCHKAN. ATY OF 7,947.200 8.185,616 29 92% 2,377,802 22.00% 1,800,835 S 415937 S 400,460 S 816 397 984,438 12.03% -9.97%
174  KODIAK ISLAND BOROUGH 2,290,957 2,359.685 15 00% 343,643 22 00% 519,131 S 293,700 S 118,047 S 411,747 107,384 455% -1745%
128 KODIAK CITY OF 5.839,975 6,015,174 21 21% 1,238,659 22 00% 1,323,338 S 1136G7 S 314.388 S 428,035 895,303 14 88% -7.12%
247 LAKE AND PENINSULA BOROUGH 399 365 411.346 27 90% 111,423 22 00% 90 496 S 32811 S - S 32,811 57,685 14 02% -798%
191 NORTHPOLE, CITY OF 1,618.587 1,667.144 20 00% 323.717 22 00% 366,772 S 1C,535 S - [ 107.535 259,237 15 55% -6 45%
134 PALVER CITY OF 3216,218 3.312.705 23 54% 757.098 2200% 728,795 S 132.967 S 154,333 S 287.300 441,495 13 33% -867%
143 PETERSBURG. CITYOF 4012.226 4,132,593 28 53% 1,144 088 22 00% 909,170 S 198490 S 206671 S 405.161 504,009 12 20% -9 80%
266 QUINHAGAK CITY OF 27 699 28 529 13 32% 3689  22007. 6,276 S 1552 S - S 1552 4.724 16 56t 5 44%
198 SAXMAN. ATY OF 122449 12G.122 37 84% 46,335 22 00% 27,747 [ - S 5637 S 5637 22,110 17 53% -4 47%
182 SEWARD CITY OF 3937 850 4,055 986 18 74% 737,953 22 00% 892,317 S 192,943 S 18602G S 378,969 513,348 12 66% -934%
123 SOLDOTNA CITY OF 2764.602 2.847.540 19 46% 537,992 22 00% 626,459 S$1.000.000 $ 139473 S 136,756 S  1.276229 (649 770) 000%  -22 00%
169 TANANA CITY OF 93.476 96,281 13 32% 12,451 72 00% 21,182 S 11285 S - S 11,285 9897 10 28% 11 72%
249 UNALAKLEET CITYOF 200 070 206.072 19 87% 39,754 22 00% 45,336 S 13698 S - S 13,698 31.630 15 35% -6 65%
107 VALDEZ CITY OF 5.113,773 5,267 186 18 91% 967.014 72 00%, 1 158,781 S 255619 S r S 255,619 903,162 17 15% -4 85%
248 YAKUTAT. CITY AND BOROUGH 722458 744 132 17 97% 129.826 22 00% 163.709 S 22773 S - S 22,773 140 936 1B 94% -3 06%

TOTALSi glG.351.007 | 222 841 537] «12364 831 ) 2200'J 49,025.138 | S 1.000.000 [ S3.211.271 [-§2655 042 ||S 6656 313 j 42.158.825 1
Vv lo lot,ill/ recoup,
Reverses Pie negative SokHiui woukJ hove
$(119,7/0 fot SokJotnn la receive an
aclditonal $619,770

S 49 025,138 through Another

FYO08 Contribution Amount Required From lhese Employers assuming 22% Rale
Total amount Itey will pay al lhe reduced FY08 rales proposed in CSSB 125 S 42 808.595

Amount State must pay on their behaves to allow them to recoup previous excess: & 6,216,543
Polentiat Extra Payment to Solodotna S 649 770

Tolal FY08 State Appropriation Needed 5 6.866.313

appiopilatioii vehicle

lol 1l
4122/2007

Prepared by Son Stcdinan's Ollice



ER
230
173
171
136
144
148
282
258
271
192
235
260
180
122
181
227
174
128
247
191
134
143
266
198
182
123
169
249
107
24B

FY 08 Rate Adjustments Rec?_luired to Recoup Excess Muni PERS Contributions from Prior 3 Years (evisea arzsron)
Prior to application of Hold

Employer

ALEUTIANS EAST BOROUGH
ANCHORAGE, MUNICIPALITY OF
BARROW. CITY OF

BETHEL, CITY OF

ERISTOL BAY BOROUGH
CORDOVA, CITY OF

DELTA JUNCTION. CITYOF
DENALI BOROUGH

EGEGIK. CITYOF

GALENA CITY OF

HUSLIA CITY OF

KACHEMAK. CITY OF

KENAI PENINSULA BOROUGH
KETCHIKAN GATEWAY BOROUGH
KETCHIKAN. CITYOF
KLAWOCK, CITYOF

KODIAK ISLAND BOROUGH
KODIAK. CITY OF

LAKE AND PENINSULA BOROUGH
NORTH POLE. CITY OF
PALMER. CITY OF
PETERSBURG. CITYOF
QUINHAGAK, CITY OF

SAXMAN. CITY OF

SEWARD, CITY OF

SOLDOTNA. CITY OF

TANANA CITY OF
UNALAKLEET, CITYOF
VALDEZ CITY OF

YAKUTAT. CITY AND BOROUGH

TOTALS|~ 218 214.432|

Prepared by Son Stedman's Ollico

1

2

Gross Salaries

Est. FY07

(FY06 *39%)

683,563
146.880,650
1.211,908
5,640,051
1,698,985
2,240,201
285,152
151,229
44,629
1,769,688
117,103
24,215
13,947,886
4,560,752
7,947.200
651,517
2,290,957
5,839,975
399,365
1,618,587
3,216.218
4,012,226
27,699
122,449
3,937,850
2,764,602
93.476
200,070
5,113,773
722.458

Est. FYOB
(FYO7 *3%)

704,070
151,287,070
1,248,205
5,809,252
1,749,955
2,307,407
293,706
155,766
45,968
1,822,779
120,616
24,942

14 366,322
4,697,575
8,185,616
671,063
2,359,685
6.015,174
411.346
1,667,144
3,312.705
4,132,593
28,529
126.122
4,055,986
2,847,540
96.281
206,072
5,267,186
744.132

armless Provision

FYO7 Adj
Contrib
Rato

15 23%
18 65%
1726%
15.08%
17.99%
19.77%
14 47%
3900%
1880%
13 40%
23 27%
33.37%
22 81%
2049%
29 92%
14.35%
1500%
21 21%
27.90%
20 00%
2354%
28 53%
13 32%
37 84%
18.74%
1946%
13 32%
19.87%
18 91%
17 97%

224.7G0.865|

4*1x3

FY 07 Est.
Contrib

104,107
27,393.241
209,175
850.520
305.647
442,888
41,261
58,979
8,390
237,138
27,250
7,354
3.181.513
934,498
2,377,802
93,493
343,643
1,238,659
111.423
323.717
757.098
1,144,688
3,689
46.335
737,953
537,992
12.451
39,754
967,014
129.826

42 007.409 1

FY08

Cost
Share

Rate

22.00%
22.00%
22 00%
2200%
2200%
2200%
2200%
22 00%
2200%
22.00%
22 00%
22 00%
2200%
2200%
22 00%
22 00%
22.00%
22.00%
23.00%
22.00%
2200%
2200%
22 00%
2200%
22 00%
2200%
22 00%
22 00%
22 00%
22 00%

22C0%|

6*2x5 7 a 9
Extra Payments

FY 08 I.ESt' 2005 2006 SB46 2007 SB231
Contrib
154,895 $ 50537 S 33.915
33,283,155 S 748.094 S -
274,618 S 47,355
1,278,035 S - S 275,716
384,990 S 70944 s -
507,630 S 98.482 S 112,553
64,615 S 3,419 S .
34,268 S 29404 s .
10,113 S - S 2,830
401,011 S 68486 S -
26,535 S - S 5,215
5,487 S 3,068 S 1,193
3,160.591 S . S 702.515
1,033.466 S 206,307 S 214.696
1,800,835 S 415,937 S 400.460
147,634 S 31917
519,131 S 293.700 S 118.047
1,323,336 S 113,667 S 314,368
90,496 S 32811 s 19,656
368,772 S 107,535 S -
728,795 S 132,967 S 154.333
909,170 S 198,490 S 206.671
6,276 S 1552 S 1,920
27,747 S - S 5,637
892,317 S 192,943 S 186.026
626,459 S1,000.000 S 139,473 S 136.756
21.182 S 11,285 S -
45.336 S 13,698 S 11.157
1,158,781 S 255,619 S -
163,709 S 22773 S -

10 =718*9

Total Excess

S
S
S
S
s
S
s
s
s
s
s
S
s
s
s
s
S
s
s
s
s
s
s
s
s
s
s
s
s
s

49,447.390 | S 1000.000 | S3.211,271 | S 2 902.030 |IS

Changes from previous version ol spreadsheet indicated In by £

FYO08 Contribution Amount Required From These Employers assuming 22% Rale:
Tolal amount they svrll pay al the reduced FYO8 rales proposed in CSSB 125:
Amount Stale must pay on thoir bohavos to allow thorn to recoup provious oxcoss:

Extra Payment Possibly due Solodotna
Total FY08 Siato Appropriation Ncodod

lof 1

Contrib

84,452
748,094
47,355
275.716
70.944
211,035
3,419
29.484
2,830
68,486
5,215
4,261
702,515
421,003
816,397
31,917
411.747
428,035
52.467
107,535
287,300
405.161
3,472
5,637
378,969
1,276,229
11,285
24,855
255,619
22,773

7.194.2071 42,2?_?_.183

11*6*10

FYO08 Adjustments

FYO8 Contrlt CSSB 125

less

Previous
Excess
Contrib

70,443
32,535,061
227,263
1,002,319
314,046
296,595
61,196
4,784
7,283
332,525
21,320
1,226
2,458,076
612,463
984,438
115.717
107,384
895,303
38,029
259,237
441,495
504.009
2.804
22,110
513,348
1649.770)
9.897
20,481
903,162
140,936

RTVelses the negative
5619,770 (or Soldotna

49.447.390
42 902.954
6,544.437

649.770
7,194.207

*

REVISED
12*11/2 13=12-6
Rate Change in
Required Rate from
o Recoup 22%
In FYOB
1001% -11 99%
21.51% -0 49%
18.21% -3.79%
17.25% *4.75%
17.95% -4 05%
12.85% -9 15%
20 84% -1.16%
3.07% -18 93%
15.84% -6.16%
18 24% -3 76%
1768% -4 32%
4.92% -1708%
17.11% *4.89%
13 04% -8 96%
12 03% -997%
17 24% -4 76%
4 55% -17.45%
14 88% -7.12%
9 25% -12 75%
15 55% -645%
13.33% -867%
12 20% *9 80%
983% *12 17%
17.53% -4 47%
12 66% -934%
0.00% -22 00%
1028% -11 72%
9 94% -12 06%
17.15% -4 85%
18 94% -3 06%

To totally recoup,

| Soldotna would have
to receive an
additonai 5049,770
through another
appropriation Vehicle

4/28/2007



Impact of a 22% Employer PERS Rate on Municipalities, with CSSB 125 Hold Harmless Provision

PAYROLL (H @ 16 @ (5) ® @] ® ©)
Hold at Municipal
FY 08 FYOS Lower of Gain (Loss)
Eslimalod Estimated Municipal Municipal FYO7 or FY08 Municipal Gain  with a 22%
Esl. FYOB FYO7 Adj FY08 Board Contribution Contribution Gain (Loss) Gain (Loss) ARM Board  (Loss) with a Rcto and
Payroll  Contribution Requosted at lhe Board at CSSB 125 atal2%  alal% Rale 11FY08  22% Ralo and Hold
(FYO7 *3%) Rale Rale Ralo 22% Ralo Rato Rato <22% Hold Harmless  Harrnloss
FAIRBANKS. CITY OF 7.175.800 3567%  18495% 13271641 1578.676  11.692,965 889 11,692.985 889
CAXMAN, CITY OF 126,122 37.84% 105 76% 133,387 27.747 105,640 79% - 105,640 79%
KACHEMAK. CITY OF 24,042 3037% 90 23% 22,505 5.407 17,018 76% - 17.018 76%
KETCHIKAN. CITY OF B.185.616 2092%  5261%  4.300452  1,800.035  2,505.817 58% - 2.505,617 58%
CORDOVA. CITY OF 2,307,407 1977%  5249%  1.211,158 507.030 703,528 58% . 703.528 58%
DENALI BOROUGH 155,766 3900% 51 83% 80,733 34,260 46,465 58% - 46,465 58%
KODIAK ISLAND BOROUGH 2,359.685 150006  4923%  1.161.073 510.131 642.542 55% - 642,542 550
KODIAK. CITY OF 0.015,174 2121 4805%  2.890.291 1,323.333 1,566.953 54% - 1.566.953 54%
WRANGELL. CITY OF 2.623.476 2172% 47 74%  1,347.928 621,165 726,763 54% - 726,763 54%
VALDEZ. CITY OF 5,267.186 1891%  46.32% 2,439 761 1.158.781 1.280.980 53% - 1.280.980 53%
KENAI, CITY OF 5.678,794 1867%  45.71%  2.595,777 1,249,335  1,346.442 520 - 1346,442 52%
HAINES BOROUGH 1.661.014 27 17% 43 85% 728.355 365,423 362,932 50% - 362.932 50%
SITKA. CITY AND BOROUGH 9,012.579 2402%  4331% 3,903,348  1.982.707  1.920,581 49% - 1.920.581 49%
PALMER, CITY OF 3.312.705 2354%  4305%  1.426,120 728.705 697,324 49% - 697,324 49%
JUNEAU. CITY AND BOROUGH 26,997,980 20220  4256% 12.341.544 6379558  5.901.987 48% - 5.9G1.987 48%
LAKE AND PENINSULA BOROUGH 411,340 2790%  41.95% 172,559 90,490 82.063 48% - 82.063 8%
NENANA, CITYOF 209,537 2440%  41.79% B7.566 46.003 41.467 47% - 41,467 47%
PETERSBURG, CITY OF 4.132,593 2853% 41 15% 1,700,562 909.170 701.391 47% - 791.391 47%
HUSLIA. CITY OF 120.610 2327% 40 43% 48.765 20.535 22,230 46% - 22,230 6%
ANCHORACE. MUNICIPALITY OF 151.287 070 1865%  3933% 59.501.205 33.283.155  26.218,049 44% - 26.218,049 44%
KENAI PENINSULA BOROUGH 14.366.322 2281%  3739%  5.371,568 3,160,591 2,210,977 21% - 2.210.977 41%
NOME, CITY OF 2532 568 1550% 36 02% 912 238 557.169 355.069 39% - 355,069 39%
HOMER. CITY OF 5.104.318 1792%  3506%  1,835.513  1.122,950 712,563 39% - 712.563 39%
PELICAN CITYOF 155.103 188696 34 82% 54,007 34.123 19.884 37% - 19,884 37%
NORTH POLE. CITY OF 1,667.144 20000 34 59% 576665 360.772 209,893 36% - 209,893 36%
ATKA. CITY OF 99,456 2192%  3402% 33,835 21.880 11,955 35% - 11,955 35%
SOLDOTNA. CITYOF 2,847540 1946% 33 94% 960.455 626.459 339,996 - 35% - 339.996 350
M/FTANUSKA-SUSITNA BOROUGH 12 730.979 2099%  3389% 4314529  2800,815  1,513.713 35% - 1,513,713 350
CRAIG, CITY OF 1.607 345 2533%  3356% 559.561 366816 192.745 34% 192,745 34%
KETCHIKAN GATEWAY BOROUGH 4697570 2045%  3218%  1.511,680  1.033,406 476.213 329% - 478.213 32%
EGEGIK, CITY OF 45966 1880%  3140% 14.434 10,113 4321 30% - 4,321 30%
SEWARD. CITYOF 4.055.980 18.74% 31 14%  1.263.034 692.317 370 717 29% - 370.717 29%
FAIRBANKS NORTH STAR BOROUGH 19.314.602 2093%  2998% 5790510 4249212 1,541 305 27% . 1.541.305 27%
SAND POINT, CITYOF 925 242 1711%  2998% 277.368 203.553 73834 21% - 73,834 27%
BRISTOL BAY BOROUGH 1.740 955 1795% 29 90% 523237 384 990 138,246 26% f 138 240 26%
UNALAKLEET. CITY OF 206.072 1967% 29 69. 61,595 45.336 16 259 26% - 16,259 26%
DILLINGHAM. CITYOF 2227 329 118%  , 49 634.560 490.012 144,554 23% - 144554 23%
SAINT PAUL. CITY OF 1,203 904 1735% B4, 359.454 278 059 81,395 23% . 81.395 23%
HOONAH, CITY OF 689 170 2075% 27 46% 189.246 151 617 37.629 209 - 37.629 209
KING COVE. CITY OF 932.502 1963, 2653% 247.417 205.170 42.246 17% - 42 246 17%
SKAGWAY. CITY OF 1.051 825 1004V 2536, 469.623 407,401 62.22' 13% . c221 13%
YAKUTAT. CITY AND BOROUGH 744,132 1797% 25 22% 187.670 163,709 23.961 13% . 23,901 13%
WASILLA. CITYOF 4013053 1891% 2438/ 1197802  1.080872 116.531 109 110,931 10%
UNAIASKA, CITY OF 0647.494 1050%  2334,i 2251725  2.122449 173.270 6A 129.27G 6%
TOKSOOK BAY. CITY Of 28493 1728% 23 16% 599 6 268 331 5% 331 5%
THORNE BAY. CITYOF 270 762 1701 23 1% 63.960 60.888 3072 5% 3,072 5%
NOKTIISLOPF BOROUGH 38,015004 17 62% 2290v 8935112 8561519 373594 4% 373.594 2%
SEIDOVIA CITY OF 64 261 10 64% 1 58., 13.872 14 142 (770) 2% 3445 3.175 23%
WHITTIER. CITY OF 1031.368 1500% 21 40% 220 713 226.901 (6.188) 3% 72.190 00.008 30%
MEKORYUK. CITYOF 3.189 1302% 655 702 @7 7% 277 230 35%
AITUIIANS EAST BOROUGH 704 070 1523% 20 31% 142 COT 154.895 111,800) B0 47,666 35.767 25%
NORTHWEST ARCTIC BOROUGH 1043.827 14 10 1074 100.304 229 642 (39 248) 21% )J1.523 42.275 22%
BARROW. CITYOF 1248 265 1726% i/:n 220943 274 018 (53.675) 24% 59.108 5,492 2%
BETHEL. CITYOF 5 800 252 1506% 1740% 1010810  1270.035 1267.2201 -267, 402(100 134,776 13%
DELTA JUNCTION, CITY Of 293 706 a5 17 50.723 64 615 (13 8921 21% 22.116 6,224 16%
KOTZEBUE. CITYOF 3.032 278 13.32V, 17 13% 022.209 799,101 (176 042) 28% 315 282 138 390 22%
GALENA CITY Of 1822.770 1:140... 16 8896 307.605 401 Ol (03 320) 30% 150.759 63,433 2%
NOORVIK CIfY Of 00 423 1345% 1582 14395 19 893 (5 498) 38% 7731 2233 109
KLAWOCK CHYOI 071 063 14 35% If. |.imm 101.532 147 634 (40.102) 45% St.330 5.234 5%
AKUTAN, CITY Of 307 oeg 1392 M1 44594 67.75.1 (23 159) ) 20 732 3572 8%
ANitriisoN city or Ay 1332V 1448 . 0270 9,531) (3200) 52% 3,703 503 8o
IANANA CITY Of 491.025 1332 . 14 41 63.155 88 258 (30 2021 52% 34.801 4.059 0%
1orir YUKON. CITY Gl 26 1332%  144lm 3ci 5625 1.0881 5206 2 180 291 0%
HOOPER BAY. CITY Or 341 1332 - 1448V do73 7556 EZ S0?) 52% 2,081 308 89
MOUNTAINVILLACT CITYOF 12000 1332 14 48% 1.825 J 772 (048) 57 - 1,094 140 0o
GUINHAGAK. till Y 01 28 520 13 32% 14 48% 4131 0270 (2.145) - . 2,476 331 ()
KOYUK CITYOF 06 761 1539 . 1448% 13,941 21,182 240) 62 7.240 . 0%
WKAG, CITYOF 111615 1623% 144_;ﬁ % 4115 A475) 51 D 1475 - (0%
cnvin 19 750 ooy g 4347 1480) 4% 1480 0%
TOTAL 390.326,042 1J1.020.U19  85871,729 65,149,188 1,303.786 66.452,976
4i'll MR USwli MidHnint) Gkl HidHemiins gjiveivii | treronDvisan 420 5%
n ; <OLs> 13LL* P o-,"



CSSB 125 Sec (19) Rate Adjustments

Muni

AKIJTAN. CITY OF

ALEUTIANS EAST BOROUGH
ALLAKAKET. CITY OF
ANCHORAGE. MUNICIPALITY OF
ANDERSON. CITY OF
BARROW. CITY OF

BETHEL, CITY OF

BRISTOL BAY BOROUGH
CORDOVA. CITY OF

DELTA JUNCTION. CITY OF
DENALI BOROUGH

EGEGIK, CITYOF

FORT YUKON. CITY OF
GALENA. CITYOF

HOOPER BAY. CITY OF
HUSLIA. CITY OF

KACHEMAK, CITY OF

KENAI PENINSULA BOROUGH
KETCHIKAN GATEWAY BOROUGH
KETCHIKAN. CITYOF
KLAWOCK CITYOF

KODIAK ISLAND BOROUGH
KODIAK. CITY OF

KOTZEBUE. CITY OF

KOYUK, CITY OF

LAKE AND PENINSULA BOROUGH
MEKORYUK. CITY OF
MOUNTAIN VILLAGE. CITY OF
NOORVIK. CITYOF

NORTH PO* 0i'Y OF
NORTHWEST ARCTIC BOROUGH
PALMER CITYOF
PETERSBURG. CITY OF
QUINHAGAK, CITY OF
SAXMAN. CITY OF

SELDOVIA CITY OF

SEWARD, CITYOF

SOLDOTNA CITYOF

TANANA, CITYOF
UNALAKLEET, CITYOF

UPPER KAISKAG. CITYOF
VALDFZ CITYOF

WHIT HER. CITYOF

YAKUTAT. CITY AND BOROUGH

FY 09 -FY 12

Muni

AKUIAN. CITYOF
ALEUTIANSFASi BOROUGH
At LAKAKE! CITYOF
ANDERSON CITYOF
BARROW CITY or

BETHEI CITYOF

DELTA JUNCTION CITYOF
FORT YUKON CITYOF
GALENA, CITY Ol

HOOPER BAY, CITYOF
KIAWOCK CITYOF
KOTZEBUE. CITY Of
KOYUK. CITY Or
MFKORYUK, CITYOF
MOUNTAIN VIII AGE CITYOF
NOORVIK CITYOF
NORTHWEST ARCTIC IOROUi Tl
QUINHAGAK CITYOF
SF:IDOVIA CITYOF
SOLDOTNA CITYOF
TANANA. CITY OF

UPl'IT R KAISKAG CITY 01
WHIT IIl R CITYOF

Rocoup

Rato

10.017
21517

18217
17.257
17.957
12857
20847

3.077
15847

18247

17687

4.92%
17 11%
13.04%
12.03%
17 24%

4 55%
14 88%

9257

1555%

13 33%
12 207.

9 83%
17 53%

1266%
000%
10 28%
9 94%
17 15%

18 94%

Rato
w/Hold
Harrnloss
133271
3.247
14.487"
21517
13.327
13477
10 33
17.957
12 857
13.31%
3.07%
15 847
13 32%
964%
1332%
17 68%
4 92%
17 11%
13 04%
1203%
959%
4 55%
14 88%
13 32%
14 48%
9 25%
1332%
1332%
1345%
1555%
14 19%
1333%
1220%
115A
17 53%
16 64%
12 66%
13 04%
160%
9 94%
14 48%
17 15%
1500%
1894%

'«(Lfl00tt the 5Vf
ptfMi fios-rvi?

Rato
1332%
1523%
1448
1332%
1776%
1508%
1447%
B =
1340-
13327
14 JOF
1332%
1448
11327

14 107
1332%
[li 14m
1301%
13 327
14 411%
It. 00 -

IX'ttftlor Slcilm/iiVi (*Wee

s>Dfa, tudl

4/28/2Q07

*531/7:3 3 Pf>n



Analysis of Changes
CSSB 125 vs. SlI 125

CS sB 125 (ver. O5/02/07")

Bill Section

Title

See. 1

See. 2

See. 3

Change
Expanded to include “Teachers’ Retirement

System”

AS 14.25.070

e Repeals & Reenacts the employer
contribution section o f the Teachersl
Retirement System (TRS) Dclinc Benefit
(DB) statutes.

e Sets the annual employer contribution rate to
12.56%, or the DB plan employer normal
cost whichever is greater.

e Rate applies to entire payroll base
regardless of Tier.

e Contributions are used to pay DB and
Defined Contribution Retirement (DCR)
normal costs

e Money in excess o fwhat is needed to pay
system’s normal costs is applied to the
accrued unfunded liability

e limploycr contribution .ate applies lo
retiree/rehires and their salary must be
ineluded in the payroll base

. Delates "normal cost"

AS 14.25.0S5

e Adds new section to statute establishing the
state’s contribution requirements u ithin 1RS

e As an employer, the state must make
contributions on belialfofits own 1RS
members

e State also makes one direct payment to 1RS
on July 1each year, in an amount sufficient
to pay the system’s full unfunded liability
payment as determined by the board for the

coming fiscal year

AS 14.25.220
e Adds definition of "past service liability" and
"system” to the TRS 1)B section of statute

e “System" means all 1RS plans

IVp.R'iJ By SPIl. Sleilm.iilN Olluv lol 0

Senate | m.inco <'nmiilitnv

May 2, 2007

SB 125
Corresponding Bill Section

Title - Modified

N/A - New
N/A - New
N/A - New

S'ls-lol



Analysis of Changes May 2, 2007

CSSB 125 vs. Sli 125

I CS sB 125 (Ver. 0 5/02/07) SB 125
| Bill Section Change Corresponding Bill Section
1Sec. 4 AS 14.25.350(d) N/A - New

e Clarifies that health reimbursement
I arrangement plan contributions are
established in AS 39.30.370, not AS

39.30.300

Sec. 5 AS 39.35.100 Sec. 1
e No change

Sec. 6 AS 39.35.115 Sec. 2 - Mollified
e Slightly reworded to match language already
passed in SB 123 -Technical Clarification
Bill
Sec. 7 AS 39.35.125(a) Sec. 3
e No change
Sec. S AS 39.35.160(c) Sec. 4
e No change
5 - Modified

Sec.9 AS 39.35.255 Sec.

e Adds a new section that rewrites the
employer contribution section of the Public
Employee’s Retirement System (PI-RS) DB
statutes.

e Sets the annual employer contribution rate to
22%, or the DB plan employer normal cost
whichev er is greater.

e Rate .applies to entire payroll base
regardless of Tier.

e Payroll base used in calculation is the current
year or the FYO7 fiscal year, which ever is
greater

e t'onlrihulions are used to pay DB and IK R
normal costs

e Money in excess of what is needed to pay
system’s normal costs are applied to the
accrued unfunded liability

e 22">employer contribution rate applies to
retilec/rehires and then salary must be
included in the payroll base

. Defines "normal cost”

I'lvp.irol hy Sen. Stedin.in's <>lllco 20Id
Sen,lie liiuikc | 'nmmillee



Analysis of Changes
CSSB 125vs.SH 125

Cs sin 25 (Ver. 05/02/07)

Hill Section Change
N/A AS 39.35.260

e No longer necessary, incorporated into AS

39.35.255
N/A AS 39.35.260

e No longer necessary. Incorporated into AS

39.35.255
Sec. 10 AS 39.35.280

e Repeals and reenacts the section o f statute
dealing with the state’s contribution
requirements within PERS

e As an employer, state must mal e the 22%
contribution on behalfofits own PIliRS
members

e Stale also makes one direct payment to PI-RS
on July 1each year, in an amount sufficient
to pay the system’s full unfunded liability
payment as determined by the board for the
coming fiscal year

See. 11 AS 39.35.520(a)

e No change

Sec. 12 AS 39.35.610

e The administrator may claim from other
agencies o f the state funds an employer if
they are behind in their retirement
contributions and/or interest owned

e |If the employer disputes the claim, they may
appeal to the office ofadministrative
hearings (AS -1*1,64)

e Disputed money will be held in an escrow
account until the dispute is resolved

Sec. 13 AS 39.35.615(a)

*  Language has been added to prevent an
employer from awarding past service to
employees added to the plan by amendment
to the participation agreement

e Elected officials cannot be added to the plan
unless they make a minimum of 52,1*01 a
month the same wage as legislators.

hrp.iK'tl liy Sen. Stallnan’st Mice 30f6

Senate | inam et ’ununillce

May 2, 2007

SH 125
Corresponding Bill Section

See. 6 - Deleted

Sec. 7 - Deleted

N/A - New

Sec. 8

Sec. 9 - Moditied

sec. 10 *Modilied



Analysis of Changes May 2, 2007

CSSB 125 vs. SIS 125

SB 125

CS SB 125 (Vcr. 0 5/02/07)
Corresponding Bill Section

Hill Section Change
See. 14 AS 39.35.615(1)

e Language has been added to prevent future
coverage ofa previously terminated
department, group, or classification of
employee if the costs associated with the

N/A - New

previous termination have not been paid

N/A AS 39.35.615 (g) & (It) Sec. 11 - Deleted
e Sections have been worked into AS
39.35.625 in Sec. 15 ofthe CS

See. 15 AS 39.35.620 (It) Sec. 12 - Modified
e Subsection (h) has been amended

o0 to clarify that a previously terminated
employer can rejoin the system only if
the cost associated with the previous
termination has been paid; and

o to clarify that previously terminated
employers who rejoin the system may
only participate in the DCR plan

Sec. 10 AS 39.35.625 N/A - New-
e New section is being added in statute laying
out how IM-RS termination costs will be
determined under the new cost share system
e Ifaemployer terminates completely from the
system or terminates a department, group, or
classification of employee, they will be
required to pay the past service cost tin the
terminated wage base until the system's
unfunded liability has been paid o ff
e The administrator may enter into a payment
plan for payment of an employer’s
termination costs
e An employer requesting termination action,
must pay for a termination cost study to be
performed
See. 17 AS 39.35.650 Sec. 13 Modified
e Slightly modified to conform to other
sectional changes in the CS

Tivp.m'il Ity Si'ii Steilm.m' Office lofé6
Senate Finance Committee



Analysis of Changes
CSSH 125 vs. Ss 125

Cs sB 125 (IW. 0 5/02/07)
Bill Section Change
Sec. IS AS 39.35.680
e Adds definition of*“ past service liability” to
Ihe definitions section ofthe PERS DB

statutes

Sec. 19 AS 39.35.750(d)

e Clarifies that health reimbursement
arrangement plan contributions are
established in AS 39.30.370, not AS
39.30.300

Sec. 20 Repeals
- Adds AS 39.35.260, AS 39.35.615 (1) and
AS 39.35.620 (li) to the list of repeals (see
Sli 125 See. 6. See. 7. See. 11 ii. See. 12
comments above)
- Removes AS 39.35.280 (see C'SSli 125 Sec.
10 comments above)

Sec. 21 Transition Language
e Removes previous subsections (a) and (b)
which established a notification requirement
and set a 90 day window after bill passage
Ilv. making amendments to an employers
participation agreement
* New subsection (a)

0 Sets EY OS contribution rates below
22% for I'liRS employers that made
contributions in excess of what was
required between FY05 07 and or to
hold them harmless if their Y07 or
I-VOX board adopted talcs where below
LEAY

* New subsection (b)

0o SetslY 09 1'Y 12 contribution rales
below 22% to hold harmless ITUS
employers whose I'Y07 or bYoS board
adopted rates are below 22%

1
Sec. 22 Transition Language
e No change
N/A devisor’'s Instructions
e No change
I'n p.u |by Sen. Sk'ilm.m's (>1lice* 5 off*

May 2, 2007

SB 125
Corresponding Bill Section

N/A - New'

N/A - New

See. 14 - ModMied

See. 15 - Moililled

Sec. It)

See. 17 - Deleted



Analysis of Changes May 2, 2007
CSSB 15vs..Sli 125

CS SB 125 (Ver. 0 5/02/07) SB 125
Bill Section Change Corresponding Bill Section
See. 23 & See. 24 Effect Date Clauses Sec. 18 & Sec. 19

e No change

|'icpaic*ci P>Sen. Sletlili.ill's I Mlice Oof6
Senate | inaniv i nmmiueo



'CSSB 125 Rate Backup: Impact on 22% Employer Rates of Hold Harmless and Recoup provisions
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CSSB 125 Rate Backup: Impact on 22% Employer Rates of Hold Harmless and Recoup provisions
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CSSB 125 Rate Backup: Impact on 22% Employer Rates of Hold Harmless and Recoup provisions
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CSSB 125 Rate Backup: Impact on 22% Employer Rates of Hold Harmless and Recoup provisions
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ALASKA RETIREMMENT MANAGEMENT BOARD

SUBJECT: Recommend Resolution Supporting SB 125 ACTION: X

DATE: May 2,2007 INFORMATION:

BACKGROUND:

At the April 26-27. 2007 Alaska Retirement Management Board (ARMB) meeting. Miles Baker,
finance aide for Senator Stedman, and David Teal, fiscal analyst for the Legislative Finance
Division, gave a presentation to the Board regarding Senate Bill 125. SB 125 would make the
PERS Defined Benefit Plan a cost-sharing system like TRS. The proposed legislation would set
employer contribution rates for all PERS employees at 22% of payroll, requiring the State of
Alaska to pay the remainder of the recommended actuarial rate approved by the ARMB.

STATUS:

At the April Board meeting the ARMB agreed to hold a special meeting on May 2, 2007 in ordet
to discuss Senate Bill 125 and the Board recommended contribution rate.

RECOMMENDATION:

I he Board dPProve Resolution 2007-10 supporting the [dSSAJ€ of Senate Bill 125 and the Board

recommended contribution rate



State of Alaska
ALASKA RETIREMENT MANAGEMENT BOARD
Relating to SB 125 and the FY 08 Public Employees’ Retirement Systems

Employer and State Contribution Rale

Resolution 2007-19

WHEREAS, Governor Palin has introduced Senate Bill 125, which, among

other things, converts the Public Employees Retirement System to a cost share

plan; and

WHEREAS, the first session of the 25Ih Legislature has considered the bill

and amended it to set the employer contribution rate at 22% for all PERS

employers including the State of Alaska; and

WHEREAS, under the amended bill:

1) the State of Alaska will be responsible for the difference between the
Board adopted employer contribution rate and the 22% contribution rate

established for all PERS employers; and

2) Municipalities which would he required to pay a contribution rate above

22% will have a savings each year their rate would have been above 22%; and

3) Municipalities which would have been required to pay a contribution rate
below 22% will be held harmless for five years under the provisions of the

amended bill; and

4) Municipalities that in recent years paid into the system more than they

were contractually required to pay will he rebated a portion of those payments; and

WHEREAS. SB 123, a bill that will likely pass the legislature, will upon

signature by the Governor provide for assessing employer contributions across all

tiers of an employer payroll; and

WHEREAS, in its EY 05 valuation of the PERS system. Buck Consultants
determined the EY 08 PERS consolidated employer contribution rate should he

32.51% . assuming the system was an open system where the rate would apply to

all members; and



WHEREAS, the Board ultimately adopted a rate based upon a closed system

since SB i41 did not provide for assessing the rate across an employer's entire

payroll;

NOW THEREFORE, BE IT RESOLVED BY THE ALASKA
RETIREMENT MANAGEMENT BOARD, that the Board would support passage
of SB 125 in substantially the same form (version K?) as before the Senate Finance
committee on May 2, 2007 and after enactment of SB 123 and SB 125, as known
to the Board on May 2. 2007, and would support setting the FY OS contribution

rale for the Public Employees' Retirement System at 32.51%.

DATED at Anchorage. Alaska this day of May. 2007.

Chair

ATTEST:

Secretary



SB 125 PERS COST SHARE LEGISLATION

This presentation will be comprised of two parts: (1) overview of SB 125
PERS Cost Share Bill and (2) financial proposal to address unfunded liability
for PERS and TRS, which will be presented by Commissioner Kreitzer.

On March 13, 2007, you received a presentation from Charlene Morrison,

Chief Financial Officer and Commissioner Kreitzer.

During the presentation it was explained that PERS Plan is an agent
m ultiple employer plan, which means that the assets are pooled for all

PERS employers and they share the administrative expenses.

Currently, in accordance with statute, each PERS employer has its own
individual employer contribution rate that its pays to the PERS Plan. The
employer contribution rates vary from between 14.48% to 185% of covered

payroll. There are 160 employers that participate in the PERS Plan, the

State being the largest employer.

The presentation on M arch 13, 2007, formed the backdrop for our
discussion this morning. The information provided to you involved the
concerns raised about the accounting associated with the PERS Plan at

the employer level. Itis important to note, this m atter does not impact the

economics at the plan level.

Governor Palin has introduced SB 125 as a proposed solution to address

the concerns raised by moving forward and establishing the PERS Plan as a

COST SHARE PLAN.

SB 125 is modeled after the TRS Plan, which is a COST SHARE PLAN
established by the legislature in 1955. AIll TRS employers pay one uniform

rate. There are 58 employers that participate in the TRS plan.

Under SB 125 there will be no assignment of liabilities and assets by
individual employer. Instead all employers will share in the liabilities and

the assets - hence the name ‘COST SHARE PLAN"

This bill will establish one uniform employer contribution rate for PERS

employers, with the exception that the State of Alaska will pay a higher

contribution rate.
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For the record my name is Larry Seminens, | am the finance director ofthe City of Kenai.
I am a member ofthe Alaska Retirement Management Board.

First, thank you for working so diligently to craft a solution to the pension system
challenges. 1 believe this is some of the most important work that the legislature can do
and | ant glad it is a priority for this Administration and the Senate Finance Committee.

First, a few words that from my ARMB seat.

Recent ARMB resolutions support direct contributions to TRS to reduce the employer
rate, and we support changing the PERS to a cost share plan.

Last year the ARMB made recommendations in our long term solution that the State pay
a large share o fthe past service rate, that employers that contributed excess amounts be
protected and that accounts be established to facilitate budgeting. Last session, HB 375
contained these concepts and passed the House but not the Senate. HB 179 currently
includes much ofthe same language as HB 375. SB 125 includes many of these

concepts.

The ARMB also recommended that significant cash contributions be made to pay down
the growing unfunded liability.

In September 2006 the ARMB set the FY 2008 PERS rate at 39.76% and the TRS rate at
54.03% as recommended by Buck Consultants for a closed system. This was also based
on the understanding that Governor Murkowski was going to recommend that the
incoming Governor budget for the required S505 million to cover the increase and an
additional S500 million to pay down the unfunded liability. Governor Palin included
funding in her budget to cover the full cost ofthe rate increases.

The ARMB adopted modifications of the actuarial assumptions per the recommendations
of Buck Consultants contained in their experience study. The new assumptions, along
with changes to actuarial method and the amortization method, will increase the
unfunded liability. The presentation projected the FY 2008 rates would have been

46.64% for PERS and 59.56% for TRS.
Wrapping up my ARMB comments | am pleased to tell ynu that the ARMB, with the
help of the excellent staffin L e Treasury Dcoartment led by Gary Bader, earned 11.7%

for the year ended June 30,2006 and over 15% in calendar year 2006 putting the Alaska
Retirement Systems in the top 18% of public funds in the Callan database.

Now some comments from my finance director seat:

From a municipal point of view the two most important components of the plan to

address PERS are:
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1. that the State accepts financial responsibility for a significant portion of the past
service cost currently assigned to local governments. This is so that
municipalities can remain financially solvent without draconian cuts to services or
huge tax increases. Most municipalities can handle a PERS rate in the lew 20%
range even though this is a huge increase over historical rates.

2. that the rate is stable and predictable. Until recently, for the past 20 years or so
most employers, the State included, have had low and quite stable PERS rates. So
it is no surprise that the last three years of 5% increases and especially the 2008
Ade increase have caused widespread consternation. This is due both to the fiscal
impact o f the rate increases and to the uncertainty o f what future rates will be.

Now to address specific points in the bill:

The AML is in favor ofa cost sharing plan, but ihe share is the critical thing. | don’t
know if the AML would support a cost share plan if the St; te doesn’t pick up a large part
ofthe rate. Note that the State is the biggest winner if we were to go to a cost share plan
where everyone pays 39.76%. Imagine the irony if that came to pass.

The 65% share in the bill produces an employer rate of 31.86% after the impact of
issuing $1.7 million in Pension Obligation Bonds July 1,2007. 32% is too high for
municipalities. The solution wc need to find brings this rate down to the low 20’s.

Using the entire payroll of DB and DCR plan employees is a great idea because it lowers
the rate and eliminates the temptation to discriminate in hiring.

Employers will not like the provision that prevents opting out of certain classes of
employees. This is meant to prevent an employer from taking advantage of the shared
system. But 1think there is a better tool to use. Consideration should be given to
establishing a baseline salary amount that an employer would be required to pay
contributions on, even if actual salaries were less. For example, the baseline could be the
2006 salary that employers calculated their contributions on. 1f 2009 salaries were
actually less that 2006 because the employer contracted out, or perhaps sold, a part of its
operation the employer would have to calculate their contributions on the 2006 baseline
salary. This base could be adjusted for inflation if necessary.

Employers should be allowed to opt out classes o f employees, but a provision could be
established that the past service cost portion of the employer rate be applied to the salary
of the eliminated class for a period of time. This would prevent an employer from taking
unfair advantage of the cost sharing plan, but would allow flexibility in hiring certain

positions such as city manager.

I think it is important to figure out now the plan liabilities will be allocated to an
employer that wants to terminate membership in die plan. Since there arc no individual
employer liabilities in a shared system a well defined allocation method should be

created.
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Municipalities have either adopted their calendar year 2007 budgets or they arc currently
preparing their FY 2008 budgets. Most ofus have built our budget for PERS
contribution based on the Gover tor’'s budget. Governor Palin’s budget includes $78.5
million to pay the full cost ofthe increase in the PERS rate from 2007 to 2008 for
political subdivisions. Kenai’'s rate for 2007 is 18.67% including the 5% that the State
provided. For FY 2008, Kenai will sec a 5% effective increase even if the State pays the
full cost of the rate increase from 18.67% to 45.71%. Just for information a 5% increase
in the rate is equal to a 36.6% increase in the amount of our 2007 contribution (less the
State portion) or almost $300,000. For Kenai this is significant. To increase from
effectively 13.67% to the 31.86% in the bill is an increase in our contribution of
$1,055,264. While this is much better than having to pay the contribution required at
45.71%, | hope it is clear that amillion dollar increase in a $10 million general fund
budget is going to be very difficult. And Kenai will feel like we lost a bunch when
compared to the Governors budget.

I would like to suggest that for FY 2008, the funding that is in the Governors budget be
used to hold PERS employer rates at the FY 2007 levels. This will be a 5% increase for
most employers from the rate they paid from their own resources in FY 2007. h a final
solution results in municipal employer rate of less than 25%, most employers will not sec
alarge jump in the FY 2009 rate. This is aworthy goal and 1 hope you will consider

doing this.

Thank you again for your work!
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Testimony of Michael Lamb on SB 125, dated 3/20/2007.

Mr. Chairman. Committee members: for the record, my name is Michael Lamb, | am the chief financial
officer for the Fairbanks North Star and | am a co-chair of the AML Revenue/Finance Sub-committee.
Thank you for the opportunity to comment on SB 125, and | guess in reality, on the very dire and critical
PERS issue as a whole. Though 1work with great diligence to never offend, or burn bridges, given the
significance ofthis issue to PERS member employers, and the very real press of time for legislative action
this session, my comments today arc going to be purposely direct, and i am going to be as transparent as |
can be in conveying how the Borough and other AML member employer’s feel about what is going on
with PERS/TRS legislation. With that, my comments are as follows:

1

I am happy to see that SB 125 recognizes that wc really do not have a single agent multiple
employer system, and that legislative language needs to move forward such that our statutes
reflect the reality that the State operates PERS as a consolidated blended system.

Section 5 contains language that essentially says one rate, which is the combined total o f the
normal and past service cost rates that will be applied to both DB and DC salaries. | concur with
this provision, to do otherwise would at some point lead to discriminatory hiring practices.

Section 7. the 65/35 percent allocation of the unfunded liability is a significant disappointment. It
is a disastrous proposition that sets rates at levels that cannot he paid by school districts, the
university system, cities, or by boroughs. | am particularly disappointed that the exhibits behind
this proposition used labels such as winners, losers, and heroes! The Borough's position and the
AML's position, and my position lias been, and continues to be, that given how the system has
been administered, and how one employer’s actions affect another's liabilities and how assets have
every year for decades been blended and then reallocated it is impossible to say what assets or
liabilities any member entity has. and therefore, what their piece oflhe unfunded liability is. which
drives their past service cost rates. Labeling winners and losers is nonproductive and divisive.
Those who have been advantaged and disadvantaged, is not determinable, period. This section of
the bill clearly does not align in anyway with the AML position of needing predictability, stability,
nor affordability. 65/35 is a call to fiscally incapacitate member employers.

Ilien, after rates get set that can't be paid by member employers, we gel to section 9. a poison pill
provision that essentially says that even if a member employer has a legitimate reason not lo make
a payment, or maybe simply can not because they just don't have the money, the Administrator of
the plan will simply go and take funds from any agency of the state or political subdivision that
lias in its possession funds of the employer that couldn't pay iis bill. So we set a rate that will
cripple employers and then any life blood funding available can he summarily taken with no due
process? | understand the Administration needs a tool to collect from employers that will not pay a
legitimate bill. This is ihe wrong tool. | his is instead a heavy handed tool that will only accelerate
the bankrupting o femployers, then who will he left to pick up their piece oflhe bar tab that they
can no longer pay. in the end it'll be the State.

Sections 10 through 15 deals with terminations. Scrutiny needs to he given to language that allows
for unlimited termination cost charges, that can then he extracted from an employer using the
section 9 language. Scrutiny also needs to he given lo the section 15 language that says you only
have 90 days after receipt of notice to decide if you want to add or terminate coverage ofa
department, group, or other classification ofemployees. First off. 90 days in a public process
environment isn't even enough time lo deal with an issue as significant as what is contemplated in
this section. Secondly, who can predict what makes sense in the future? Why would we want to
preclude future changes that may help the system? Though there will be an attrition factor, is it the
intent of this language that all existing school board members, council members, or assembly
niemhers would have to stay in the system because they couldn't elect out because a 90 day period



was missed? This makes no sense. If the administration is trying to fix an abuse, then prevent the
abuse, but don't preclude all changes, both good and bad.

In summary, SB 125, and its companion I11B 206. does introduce language to amend the statutes to reflect
that we do in-fact have a consolidated plan, and that we should use both salary bases when setting rates.
However, and quoting from a recent AML letter: Any legislation which leaves communities having to pay
unaffordable rates for an unfunded liability which was not of our making, and which risks bankrupting
communities, is not a concept we can accept. This 65/35 proposal isjust that kind of legislation as it does
not provide any component of predictability, stability, or affordability.

Given that 1have this opportunity, and given that | had an opportunity to talk with David leal on
Monday, I'd like to take a very brief moment to make a couple of other comments dealing with other
PERS legislation for your consideration. Consistent with, and in accord with the letter that came out from
the AML on Tuesday, if the consolidation language from SB 125 could he added to the propos :d llouse
Committee Substitute for 1IB 95 & 96 |think we would be getting very close to shared solution that
municipalities could live with and support. It is clear, and AML has consistently communicated, that its
members firmly believe that an 85/15 splitting of the unfunded liability is about as fair as it is going to
get. What is critical in this split is that they ended up, using the most current complete set of numbers
available, with a rate that was affordable. Let me be clear. I am not saying it isn’t a rate that hurls, but at
least no member employer would go broke, and though different communities fell the State was
responsible for an even higher percentage, the AMI. member employers agreed as a group to the rate that
an 85/15 splitting of the unfunded liability generated, which was an 18.27% rate. For the Borough, who
had a 22 year average rate of 4.17%. this is a huge increase 400 to 500% increase, but one the Mayor and

Assembly were willing to accept to avoid a light with the State.

Going back to the A.VIL's 85/15 position, it was always known and understood tiiat the unfunded
obligation would be going up. and accordingly, the 18.27% rate for FY '08 would likely go lip in future
years lo 19 point something or 20 point something percentage, anti then level off. A fiat 22% rate, though
being higher than was expected in 08 or '09. does bring with it the AML elements of predictability and
stability. Though 22% is very much pushing, and nearly penetrating the envelope of affordability, and is
at the upper end of the level that makes it not worth municipalities getting into a light with the State, it is |
believe a number that everyone is equally unhappy about, but not so unhappy about that they 'd seek

judicial relief from it.

Further. | think the llouse Committee Substitute also gets using the 1)B and DC salary bases for setting
the rate right, and great credit is given for getting the IRS rate down to the normal rate, projected al the

12.56%.

Mr. Chairman, committee members, let me add one more hit of information for you to ponder over and
digest. | feel obligated to make sure that you are informed about this part of the PERS issue when you are
considering legislation. Our Code, like the Stale’s statutes are law. As the chief financial officer oflhe
Borough. I hope you would concur that 1 am bound to adhere to the law. adhere to our Code. Specifically:

Fairbanks North Star Borough Code of Ordinance: 3.01.110 Preaudit of payables.
stales the following:

A. 1he borough directors, other borough employees
designated by the mayor and the superintendent of
schools shall certify to the controller requisitions and
requests for payment covering expenditures against their



respective appropriations. Such certification will attest
that the requisition or request is local, proper and is made
lor an amount not in excess of the sum then available for
the purpose named therein.

B. The chief financial officer shall enter all such
requisitions or requests, after beina certified as aforesaid,
on the books of account of the borough.

Mr. Chairman, basically, I have been forced into a corner as the CFO and 1am compelled
and required by our Code to confront this issue, accordingly. | have drafted a memo to the
Mayor on this issue, currently the draft concludes by saying:
In accord with this provision of our Code, and the undisputed knowledge of how
the Fairbanks North Star Borough's PERS assets, liabilities, unfunded balance, and
therefore past service cost rate is calculated by/for the State, a certification that the
Borough's past service cost PERS rote of 15.5% (as has been publishedfor FY W

by the State) is proper cannot he made.

Accordingly, in my opinion, any billing from the State relating to any Borough
PERS unfunded obligations cannot he legally paid. The Borough is not the only
political subdivision that must be able to attest to, and certify the correctness of a
bill before tax payer dollars arc used to pay it. Ican state with great conviction,
that 1 for one. would like to not be forced into finishing that memo nor having to

transmit that memo!

Mr. Chairman, members of the committee, and all niemhers of the legislature for that matter, it is my very
great hope that you have hoard my words, and my message today. | sought to he direct and transparent,
and lo offend no one today, and | most graciously apologize if I did. Many have worked hard on the
legislation before this body today, and on the other PERS legislation not specifically discussed today, and
I most respectfully acknowledge those efforts, and that work, anti | say thank you. Bui at the end of the
day, all of that work will have been for naught if even one member employer ends up fiscally
incapacitated because we. and | mean collectively we. failed lo gel the final legislation right, f or my part.
I will have failed to have spoken the words necessary to convey not only the Borough's message, but
other municipality's message to this body, and put simply, in the end its about the rate.

Mr. Chair, committee niemhers. tluink you for the opportunity lo speak today. If Ican do anything to
assist this body in bringing forth, and adopting, legislation wherein everyone is a little unhappy, but
wherein all employers will stay fiscally viable and he able to continue to provide their programs and
services. |stand ready to assist in any way Ican. lhank you kindly for your time today, this concludes my

comments.



fIPR-28-07 SAT 07:19 AM From :. MILLI.IIARTIN/PHOTO 907 233 6652

April 28, 2007

Senator Bert Stedman, Co-Chair,

Senate Finance Committee;

Senator Lyman Hoffman, Co-Chair
Senate Finance Committee;

And Senate Finance Committee Members

Re: SB 125 Pers/T'ers
Dear Senator Stedman, Senator Hoffman and Committee Members,

First, 1 would like to extend to all members of the Senate Finance Committee my
appreciation for the time and thought that has gone into resolution of one of the key
financial issues facing Alaska’s communities/ municipalities today.

Although I have fully supported the AML position of 85/15,1 believe the suggestions of
the 22% of salary is an affordable amount that the Kenai Peninsula Borough can manage.
We are just starting the budget piocess, and the current percentage, in my view, is
causing tremendous hardship.

What 1 fee) is needed, for the benefit of my property owners who are being asked time
and again to pick up the short fall of which wc were not responsible, the 22%, if that were
a given for each year in the future, that is do-able.

1 know there is a lot of discussion yet to go. But, | support tire efforts toward the 22% of
salary as the portion for municipalities to contribute to Pers/Ters.

Thank you. And thank you again, for all your time and efforts.

Milli Martin

P.O. Box 2652

Homer, AK 99603
907-235-6652

e-mail: millimom@xyz.net
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PO Box 1603
Petersburg, AK 99833
April 28. 2007

In regards to: SB 125

Senator Ben Stedman, Committee Co-chair and Finance committee;

Dear Sirs:
It was with gravest concern that | read Governor Palin’s proposal to shift the

burden of cost for the PERS shortfall to municipal employers. My employer
providers an extremely high quality of health carc in an isolated and
sometimes difficult setting. This is made possible because of the caliber of
professional staff they have been able to recruit.

The governor’s plan to shift costs to small rural entities lo mediate the
retirement shortfall will place an extraordinary burden on communities
such as Petersburg. Such a switch would overwhelm the financial resources
of our facility and withdrawal from PERS would be a likely consequence.

If this were to occur Petersburg Medical Center would no longer have an
attractive benefit package to offer professionals in the health carc field. We
could no longer provide the draw to our beautiful but remote setting that has
enabled us to reach and maintain our high standard.

In addition, professional employees such as myself who have made a
commitment to our community and its service would be forced to seek
employment elsewhere in order to complete our PERS program and ensure
our own security in retirement. This would pull from here and other small
communities an extremely necessary resource.

| want to sec. the committee and Governor Palin explore an alternative plan
such as a state wide sales tax or income tax that would include the areas of
our state’s highest population and not target our smallest communities

with undue hardships that they are unable to bear.

Respectfully yours,

7 ft £ )

Sharon M Hunter RN, BSN, CWC'N

Home Health Manager
Petersburg Medical Center Ilome |lIcalth Agency



For the record, my name is Shana Crondahl, and | am testifying on behalfofthe
Alaska Municipal League.

Senator Stedman, Senator Hoffman, and members ofthe committee, thank you
for the opportunity to testify today on SB 125.

AML supports amending state statutes to reflect that PERS has been managed as
a consolidated plan. SB 125 makes the changes to statutes necessary to
accomplish that. Cost sharing resolves some o fthe accounting issues currently
plaguing the system that will otherwise be very difficult for PERS employers to

come to agreement on.

AML also supports a uniform consolidated normal cost rate and a provision lo
amortize the unfunded actuarial accrued liability (UAAL).

While we understand that the governor’s proposal to pay 65% of the unfunded
liability as ofJune 30, 2006 isjust a starting point for negotiations, we urge you
to remember that ultimately the amount the state pays for will come down to just
one thing: what communities can afford.

If the normal cost rate plus the amortization rate on the unfunded actuarial
accrued liability (UAAL) exceeds what communities have the ability to pay,
which we think it will at the proposed rate of 65%, local governments will be
unable to provide for the basic needs of citizens, and the stale will be forced to

step in.

I would also like to point out that 65% of the unfunded liability as of June 30,
2006 is not actually 65% oflhe total unfunded liability. The unfunded liability
has increased since June 30, 2006, and will continue to increase.

Each year the unfunded liability is recomputed. With a set date in SB 125 - June
30, 2006, upon which the state’s share will continue to be computed, we may end
up in asituation where all the other employers’ liabilities will continue to rise,
while the stale’s share remains a fixed amount.

Let's find a way to avoiu this scenario, so we’re not back here at the table again
next year. | commend you for your efforts to address this very difficult issue.

2 /1<Z110f- io:cE--\4-a*vf



SARAH PALIN, GOVERNOR

DEPARTMENT OF ADMINISTRATION P.0.BOX 110200

JUNEAU, ALASKA 99011-0200
PHONE: (907) “165-2200

OFFICE OF THE COMMISSIONER FAX: (907) A65-2135

April 30, 2007

The Honorable Bert Stedman
Co-Chair, Senate Finance Committee
Alaska State Capitol

Juneau AK 99801

Dear Senator Stedman:

These are answers to issues raised in the April 23 hearing on SB 125 by
members and vy representatives oi’local governments who were online,

1. The appeal lo the Ofl'ice of Administrative Hearings (OAH) that |
believe Senator Elton referred to is the appeal of the classification of
community service officers (Juneau appealed the division's determination
that the community service officers were erroneously reported as peace
officers with 20-year retirement and higher contributions, when they
should be in the "all other™ classification, with 30-year retirement and
regular contributions). This is not the kind of "classification™ that will be
affected by the 90-day period for addition or termination of coverage of
classifications of employees in transition section 19 of the Senate
Finance Committee's CS for SB 125. Amendment, of a participation
agreement to add or remove a covered group will not have an affect on
our appeals with OAH. Members have vested rights upon entry into the:
system and any change made to a participation agreement would affect

participation prospcctively only.

2. Recognized past service is service performed by an employee for the
employer before the employerjoins the PERS or before the employer adds
the covered group. When political subdivisions agree to recognize past
service of their employees in their PERS participation agreements, this
creates a past service liability. Under the current system, a political
subdivision must consider the cost of recognizing past service. Going to
a cost share system, a political subdivision would have no incentive not
to recognize past service during the 90-day transition period if it could
just immediately transfer liability for the past service to other employers
primarily the State. Subsection (b) of the transition provision in section
19 prevents this.
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3. Military service is a type of service purchase initiated by PERS
members when they vest to buy qualified military service prior to entry
into the PERS. The member pays 8.5% oftheir annualized vesting year,
plus interest. The employer subsidizes the rest of the cost. Military
service cannot be used to qualify for retirement eligibility, but Tier 1l
PERS members may use it to qualify for the 10-year credited sendee for
health insurance if the indebtedness is paid in full. Under the cost
share, all employers would share in the portion of the cost that is
subsidized. The right of Defined Benefit plan members to claim military

service is not affected by SB 125.

Thank you for the opportunity to respond to these issues. Ifyou have
additional questions, please contact me.

Annette Kreitzer
Commissioner
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DEPARTMENT OF ADMINISTRATION P.0. BOX 110200

JUNEAU, ALASKA 99811-0200
PHONE:  (907) 465-2200
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April 30, 2007

The Honorable Bert Stedman
Co-Chairman, Senate Finance Committee
Alaska State Capitol

Juneau AK 99801

Dear Senator Stedman:

Two questions were asked at the Senate Finance Committee hearing
Saturday, April 28 that require follow-up.

Senator Elton aslcecl whether appealing through the Office of
Administrative Hearings (OAH) would cost the political subdivisions which
have funds 'ctlaimed” by the Statefor nonpayment of their Public Employee

Retirement System (PERS) obligation.

OAH does not charge appellants for a hearing. In this instance, since the
question would be whether the State Division of Retirement & Benefits
(through the Department) should have claimed monies destined for a
non-paying community, it seems unreasonable for the PERS to pay the
cost of the hearing. Itis also anticipated that this would be a rare event.
Therefore. 1believe the cost would be allocated 10 the general fund

portion of the OAIlI's budget.

Senator Thomas asked what would happen ifsomeone else assumed
liabilityfor the PERS debt - he raised the possibility that a buyer ofa
municipally owned utility could assume the debt and then renege on it

The buyer would have to be a public organization or municipality. The
plan would not allow a private sector employer to assume any liability in
the plan. The municipality would continue to owe the debt until paid.

Thank you for the opportunity lo respond to these questions. Please
contact me ifyou need additional information.

Sincerely,

. fr'
\Y ifr 'n /| ¢ *t * —
Annette Kreitzer
Commissioner





