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Section 1. This section amends the Teachers’ Retirement System (TRS) state assistance statute (AS 14.25.085). This 
statute was enacted in  2008 by SB 125, and currendy provides that the state shall appropriate the amount sufficient to 
fu lly pay the total past service liability fo r the year at the employer contribution rate adopted by the Alaska Retirement 
Management Board (ARMB). In  practice, this means that the State appropriates the amount that reflects the 
difference between the TRS employer contribution rate cap o f  12.56% and the actuarial contribution rate to the TRS 
trust funds. In  FY14, this amount was approximately $317mm.

Section 1 amends AS 14.25.085 to implement the Governor’s proposal. Under the Governor’s proposal, $1.1 billion 
would be appropriated from  the constitutional budget reserve to the TRS trust fund, and then from  FY16-FY36, an 
annual flat payment o f  $343mm would be appropriated as state assistance.

According to Buck Consultants, the Governor’s plan would convert the actuarial approach fo r TRS from  an actuarial 
ratemaking paradigm to a fixed contribution paradigm. In  a ratemaking paradigm, each year the actuary calculates 
what contribution rate is necessary to pay down the accumulated past service liability. In  Alaska, this has resulted in 
highly volatile employer contribution rates that over the past decade have ranged from 12% to over 70%.

In  a fixed contribution paradigm, the rate volatility is eliminated. Instead the annual contribution is fixed. In  the case 
o f TRS, the annual contribution is fixed at $343mm. What can change each year, however, is the term o f the 
amortization. Under the Governor’s plan, the initial amortization term is 21 years— fixed payments o f $343mm 
through FY36. In  the event o f actuarial losses, the actuary may advise that the amortization term needs to be 
extended. So i f  there is a market downturn that results in investment losses in  FY18, the actuary may advise that the 
amortization term must be extended to FY43 in  order to fully amortize the TRS unfunded liability.

Conversely, actuarial gains could result in  a shortening o f the amortization term o f less than 21 years. Under the 
Governor’s plan, the length o f  the amortization term necessary to pay down the unfunded liability w ill be evaluated 
each year.

There could be cases where the actuarial loss over a particular period is sufficiently profound that payment o f 
$343mm over any length o f  amortization term is insufficient to fully pay o ff the unfunded liability. In  such case, the 
actuary w ill assign a date on which the TRS trust fund w ill exhaust its funds unless the $343mm annual payment 
amount is increased. The actuaries call this date the “ cross-over”  point.

The last new sentence o f the amendment to AS 14.25.085 is intended to address situations where a cross-over point is 
reached. I t  provides that the state w ill appropriate an additional fixed amount sufficient to amortize the unfunded 
liability over a period consistent w ith  actuarial standards.

Section 2. This section implements the same amendment as does section 1, fo r the Public Employees’ Retirement 
System (PERS) state assistance statute, AS 39.35.280.

A  benefit to making this amendment in  the PERS context, is that a fixed contribution paradigm aligns the respective 
interests o f all PERS employers. PERS employers all share in  the actuarial gains, through having a shorter 
amortization schedule, and share in  actuarial losses, through having a longer amortization schedule. Under the current 
version o f AS 39.35.280, PERS municipal employers are largely indifferent to the impact o f  market downturns that 
create new unfunded liability because their rate does not change, and the State absorbs 100% o f the impact o f any 
new unfunded liability. The Governor’s proposal cost shares such new unfunded liability in a fair way by extending 
the amortization term, so that PERS employers pay at the 22% capped contribution rate fo r a longer period o f time.

Section 3. This section makes the b ill contingent on the enactment o f constitutional budget reserve fund 
appropriations to TRS in  the amount o f $1.1 billion, and to PERS in  the amount o f $1.9 billion.
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TRS O p t io n s

Unt liscounted Annual State Assistance Discounted Annual State Assistance
Enter
RateBase Gov 5 5 Base Gov

cash 0 1.1 0 0 i i 2 2 3 3 Fair 2 Pay-Go 3.00% 1.1 0 0 1 1 2 2 3 3 Fair 2 Pay-Go
method % fixed % $ % $ % $ % $ fixed $30 103.00% fixed % $ % $ % $ % $ fixed $30

2013 $298,101 $298,101 $298,101 $298,101 $298,101 $298,101 $298,101 $298,101 $298,101 $298,101 $298,101
2014 316,847 316,847 316,847 316,847 316,847 316,847 316,847 316,847 316,847 316,847 316,847

8,484,316 7,978,630 11,080,868 9,233,779 9,968,807 8,396,280 7,954,175 6,857,397 5,989,959 5,368,038 6,169,320 7,277,550 9,231,949 6,579 6,222 7,535 6,786 7,032 6,390 6,120 5,663 5,225 4,954 5,326 5,754 6,307
2015 353,508 1,118,630 455,904 455,904 1,000,000 1,000,000 2,000,000 2,000,000 3,000,000 3,000,000 3,000,000 2,000,000 1,500,000 1.000 - 354 1,119 456 456 1,000 1,000 2,000 2,000 3,000 3,000 3,000 2,000 1,500
2016 380,572 343,000 378,638 485,905 378,638 485,905 378,638 485,905 378,638 485,905 150,920 432,151 161.183 0.971 1 369 333 368 472 368 472 368 472 368 472 147 420 156
2017 392,650 343,000 290,776 407,761 290,776 407,761 290,776 407,761 290,776 407,761 150,920 385,676 166,054 0.943 2 370 323 274 384 274 384 274 384 274 384 142 364 157
2018 404,717 343,000 284,816 395,046 246,988 343,012 177,581 247,245 108,173 151,564 150,920 224,394 171,165 0.915 3 370 314 261 362 226 314 163 226 99 139 138 205 157
2019 422,984 343,000 288,553 385,294 246,803 328,273 170,099 223,412 93,395 118,639 150,920 204,700 176,534 0.888 4 376 305 256 342 219 292 151 198 83 105 134 182 157
2020 437,552 343,000 299,169 382,254 252,981 319,849 168,166 205,062 83,351 90,275 150,920 187,571 182,202

188.191
0.863 5 377 296 258 330 218 276 145 177 72 78 130 162 157

2021 456,307 343,000 311,588 380,560 263,129 317,140 174,208 20p-649 85,194 84,065 150,920 183,994 0.837 6 382 287 261 319 220 266 146 168 71 70 126 154 158
2022 476,266 343,000 325,392 379,999 274,679 315,950 181,623 ^98,366) 88,568 80,684 150,920 194,676 0.813 7 387 279 265 309 223 257 148 161 72 66 123 148 158
2023 497,356 343,000 339,829 379,564 286,984 315,323 189,765 19?i*30 92,647 79,436 150,920 1&T7S4 201,699 0.789 8 393 271 268 300 227 249 150 156 73 63 119 143 159
2024 518,936 343,000 354,729 378,889 299,610 314,671 198,262 196,693 97,018 78,610 150,920 180,690 209,181 0.766 9 398 263 272 290 230 241 152 151 74 60 116 138 160
2025 541,384 343,000 370,238 378,377 312,827 314,238 207,447 196,269 101,959 78,409 150,920 180,424 217,054 0.744 10 403 255 275 282 233 234 154 146 76 58 112 134 162
2026 564,772 343,000 386,618 378,167 327,008 314,162 217,254 196,633 107,500 78,991 150,920 180,857 225.368 0.722 11 408 248 279 273 236 227 157 142 78 57 109 131 163
2027 588,694 343,000 403,373 377,617 341,209 313,697 227,066 196,393 112,923 79,090 150,920 180,706 234,139 0.701 12 413 241 283 265 239 220 159 138 79 55 106 127 164
2028 613,535 343,000 420,603 376,661 355,968 313,000 237,167 196,024 118,365 79,048 150,920 180,444 243.446 0.681 13 418 234 286 256 242 213 161 133 81 54 103 123 166
2029 639,075 343,000 438,181 375,607 370,920 312,147 247,293 195,360 123,666 78,699 150,920 179,906 253,334 0.661 14 423 227 290 248 245 206 163 129 82 52 100 119 167
2030 372,689 343,000 456,405 374,403 386,400 311,122 257,860 194,711 129,320 78,432 150,920 179,418 263,672 0.642 15 239 220 293 240 248 200 166 125 83 50 97 115 169
2031 312,858 343,000 475,300 373,139 402,661 310,112 268,918 194,219 135,312 78,327 150,920 178,978 274,627 0.623 16 195 214 296 233 251 193 168 121 84 49 94 112 171
2032 273,228 343,000 494,877 371,818 419,325 309,001 280,383 193,526 141,297 78,051 150,920 178,501 286,183 0.605 17 165 208 299 225 254 187 170 117 85 47 91 108 173
2033 237,233 343,000 515,326 370,759 436,851 308,099 292,285 193,072 147,867 78,046 150,920 178,153 298,383 0.587 18 139 201 303 218 257 181 172 113 87 46 89 105 175
2034 0 343,000 536,039 368,909 454,341 306,508 304,173 191,975 154,006 77,443 150,920 177,192 311,229 0.570 19 196 306 210 259 175 173 109 88 44 86 101 177
2035 0 343,000 557,366 367,166 472,490 305,172 316,532 191,246 160,574 6,563 150,920 176,478 324,574 0.554 20 190 309 203 262 169 175 106 89 4 84 98 180
2036 0 0 579,272 365,341 491,093 303,565 329,291 190,168 167,320 0 150,920 175,613 338,498 0.538 21 311 196 264 163 177 102 90 81 94 182
2037 0 0 601,743 363,302 510,320 301,883 342,300 165,278 72,090 0 0 174,809 352,984 0.522 22 314 190 266 158 179 86 38 91 184
2038 0 0 625,086 361,337 530,299 225,690 355,816 0 0 0 0 173,786 368.108 0.507 23 317 183 269 114 180 - 88 187
2039 0 0 649,337 0 550,872 0 141,272 0 0 0 0 172,750 383,880 0.492 24 - 319 271 69 85 189
2040 0 0 241,710 0 65,635 0 0 0 0 0 0 171,680 400,170 0.478 25 - - 115 31 82 191
2041 0 0 0 0 0 0 0 0 0 0 0 170,713 417.181 0.464 26 79 193
2042 0 0 0 0 0 0 0 0 0 0 0 104,659 434,893 0.450 27 47 196
2043 0 0 0 0 0 0 0 0 0 0 0 0 453,340 0.437 28 198
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PERS and TRS Combined
Undiscounted Annual State Assistance Discounted Annual State Assistance Cumulative Cost of State Assistance

Enter
RateBase Gov Base Gov Base Gov

cash 0 3.00% 0 1.1 0 0
method % fixed % 103.00% fixed % fixed % s
PERS 1 2 1 2
TRS 2 2 2 2

15,467,193 13,013,000 13,471,851 11,697,245 12,165 10,446 10,287 9,491
2 0 1 5 7 0 3 ,1 9 4 3 ,0 0 0 ,0 0 0 3 ,0 0 0 ,0 0 0 4 ,0 0 0 ,0 0 0 1.000 - 703 3,000 3,000 4,000 703 3,000 3,000 4,000
2 016 766,241 5 0 0 ,0 0 0 7 6 4 ,3 0 7 7 6 4 ,3 0 7 0.971 1 744 485 742 742 1,447 3,485 3,742 4,742
2 017 780,951 5 0 0 ,0 0 0 5 0 9 ,5 1 6 5 0 9 ,5 1 6 0.943 2 736 471 480 480 2,183 3,957 4,222 5,222
2 018 7 9 5 ,0 4 5 5 0 0 ,0 0 0 332,721 262,891 0.915 3 728 458 304 241 2,911 4,414 4,527 5,463
2 019 829,821 5 0 0 ,0 0 0 3 1 0 ,9 3 9 233,671 0.888 4 737 444 276 208 3,648 4,859 4,803 5,671
2 0 2 0 8 5 0 ,0 3 3 5 0 0 ,0 0 0 3 0 5 ,8 5 7 2 2 0 ,1 2 4 0.863 5 733 431 264 190 4,381 5,290 5,067 5,860
2021 8 8 1 ,5 0 8 5 0 0 ,0 0 0 3 1 2 ,2 0 2 2 2 2 ,3 5 9 0.837 6 738 419 261 186 5,120 5,709 5,328 6,047
2 0 2 2 915,201 5 0 0 ,0 0 0 3 2 2 ,1 5 4 228,301 0.813 7 744 407 262 186 5,864 6,115 5,590 6,232
2 023 9 5 1 ,2 6 9 5 0 0 ,0 0 0 3 3 3 ,1 7 6 2 3 5 ,7 1 5 0.789 8 751 395 263 186 6,615 6,510 5,853 6,418
2 024 9 8 9 ,8 3 4 5 0 0 ,0 0 0 3 4 5 ,9 0 6 2 4 4 ,5 4 4 0.766 9 759 383 265 187 7,373 6,893 6,118 6,606
20 2 5 1,030,411 5 0 0 ,0 0 0 3 5 9 ,8 4 6 2 5 4 ,3 9 7 0.744 10 767 372 268 189 8,140 7,265 6,386 6,795
2026 1,072,881 5 0 0 ,0 0 0 3 7 5 ,6 9 4 2 6 5 ,5 8 7 0.722 11 775 361 271 192 8,915 7,626 6,658 6,987
2027 1,116,341 5 0 0 ,0 0 0 391,001 2 7 6 ,7 2 3 0.701 12 783 351 274 194 9,698 7,977 6,932 7,181
2 0 2 8 1 ,1 6 1 ,2 0 6 5 0 0 ,0 0 0 4 0 6 ,7 2 5 2 8 8 ,0 6 4 0.681 13 791 340 277 196 10,489 8,317 7,209 7,377
2 0 2 9 1 ,2 0 6 ,7 7 6 5 0 0 ,0 0 0 4 2 2 ,1 7 5 2 9 8 ,9 2 2 0.661 14 798 331 279 198 11,287 8,648 7,488 7,575
2030 5 1 1 ,6 0 0 5 0 0 ,0 0 0 4 3 9 ,0 3 7 3 1 0 ,5 8 2 0.642 15 328 321 282 199 11,615 8,969 7,770 7,774
2031 3 9 4 ,4 2 0 5 0 0 ,0 0 0 4 5 5 ,9 0 4 3 2 2 ,8 2 7 0.623 16 246 312 284 201 11,861 9,281 8,054 7,975
2 0 3 2 2 7 3 ,2 2 8 5 0 0 ,0 0 0 4 7 4 ,5 0 2 3 3 6 ,1 5 0 0.605 17 165 303 287 203 12,026 9,583 8,341 8,179
203 3 2 3 7 ,2 3 3 5 0 0 ,0 0 0 4 9 3 ,2 3 5 3 4 8 ,8 6 2 0.587 18 139 294 290 205 12,165 9,877 8,631 8,384
2 0 3 4 0 5 0 0 ,0 0 0 5 1 1 ,4 3 5 3 6 1 ,5 1 4 0.570 19 - 285 292 206 12,165 10,162 8,922 8,590
2 0 3 5 0 5 0 0 ,0 0 0 5 3 0 ,0 1 0 3 7 4 ,4 0 7 0.554 20 - 277 293 207 12,165 10,439 9,216 8,797
203 6 0 13,000 548,481 3 8 7 ,0 4 6 0.538 21 - 7 295 208 12,165 10,446 9,511 9,005
2 0 3 7 0 0 5 6 6 ,1 3 6 3 9 8 ,6 9 0 0.522 22 - - 295 208 12,165 10,446 9,806 9,213
2 03 8 0 0 5 8 5 ,0 1 2 4 1 0 ,7 7 4 0.507 23 - - 296 208 12,165 10,446 10,102 9,421
2 03 9 0 0 3 7 5 ,8 8 0 1 4 1,272 0.492 24 - - 185 69 12,165 10,446 10,287 9,491
2 04 0 0 0 0 0 0.478 25 - - - - 12,165 10,446 10,287 9,491
2041 0 0 0 0 0.464 26 - - - - 12,165 10,446 10,287 9,491
2 04 2 0 0 0 0 0.450 27 - - - - 12,165 10,446 10,287 9,491
2 04 3 0 0 0 0 0.437 28 - - - - 12,165 10,446 10,287 9,491
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PERS Options | | I I I J
Undiscounted Annual State Assistance Discoun ted Annual State Assistan ce

Enter
RateBase Gov 5 5 Base Gov

cash 0 1.1 0 0 1 1 2 2 3 3 3.00% 1.1 0 0 1 1 2 2 3 3
method % fixed % $ % $ % $ % $ 103.00% fixed % $ % $ % $ % $

funding Ratio
FY15 63% 63% 6 3% 63% 63% 63% 63% 63% 63% 63%
FY17 68% 73% 67% 69% 70% 71% 75% 76% 81% 81%
FY25 87% 80% 73% 80% 75% 84% 80% 86% 85% 90%
FY35 100% 96% 82% 92% 92% 93% 88% 95% 92% 97%
FY40 100% 100% 99% 100% 100% 100% 100% 100% 100% 100%

6,982,877 5,034,370 6,636,550 4,701,262 5,517,676 4,319,413 3,743,070 3,938,484 3,619,890 4,215,767 5,586 4,224 4,668 3,989 4,167 3,830 3,371 3,757 3,595 4,152
2015 349,686 1,881,370 349,686 519,676 1,000,000 1,000,000 2,000,000 2,000,000 3,000,000 3,000,000 1.000 - 350 1,881 350 520 1,000 1,000 2,000 2,000 3,000 3,000
2016 385,669 157,000 385,669 563,210 385,669 565,882 385,669 565,882 385,669 565,882 0.971 1 374 152 374 547 374 549 374 549 374 549
2017 388,301 157,000 218,740 414,136 218,740 414,136 218,740 414,136 218,740 414,136 0.943 2 366 148 206 390 206 390 206 390 206 390
2018 390,328 157,000 200,568 371,378 155,140 324,912 85,310 228,604 15,481 132,296 0.915 3 357 144 184 340 142 297 78 209 14 121
2019 406,837 157,000 191,186 337,915 140,840 286,762 63,572 180,955 0 75,148 0.888 4 361 139 170 300 125 255 56 161 - 67
2020 412,481 157,000 193,263 315,020 137,691 259,168 51,958 142,996 0 27,104 0.863 5 356 135 167 272 119 224 45 123 - 23
2021 425,201 157,000 196,247 293,045 137,994 236,241 48,151 118,576 0 1,201 0.837 6 356 131 164 245 116 198 40 99 - 1
2022 438,935 157,000 201,294 272,887 140,531 215,433 46,678 97,214 0 0 0.813 7 357 128 164 222 114 175 38 79 - -
2023 453,913 157,000 206,823 252,430 143,411 195,265 45,950 76,875 0 0 0.789 8 358 124 163 199 113 154 36 61 - -
2024 470,898 157,000 213,920 232,438 147,644 175,259 46,282 57,328 0 0 0.766 9 361 120 164 178 113 134 35 44 -
2025 489,027 157,000 221,347 212,560 152,399 155,441 46,950 37,486 0 0 0.744 10 364 117 165 158 113 116 35 28 - -
2026 508,109 157,000 229,851 192,914 158,440 136,278 48,333 18,432 0 0 0.722 11 367 113 166 139 114 98 35 13 - -
2027 527,647 157,000 238,289 171,994 163,935 115,221 49,657 0 0 0 0.701 12 370 110 167 121 115 81 35 - -
2028 547,671 157,000 247,012 150,481 169,558 94,012 50,897 0 0 0 0.681 13 373 107 168 102 115 64 35 - - -
2029 567,701 157,000 255,195 127,569 174,882 71,509 51,629 0 0 0 0.661 14 375 104 169 84 116 47 34 - -
2030 138,911 157,000 264,465 104,104 181,177 48,578 52,722 0 0 0 0.642 15 89 101 170 67 116 31 34 - -
2031 81,562 157,000 273,831 80,265 186,986 24,529 53,909 0 0 0 0.623 16 51 98 171 50 117 15 34 -
2032 0 157,000 284,251 56,218 194,119 787 55,767 0 0 0 0.605 17 95 172 34 117 0 34 - -
2033 0 157,000 294,533 30,242 200,950 0 56,577 0 0 0 0.587 18 92 173 18 118 - 33 -
2034 0 157,000 304,588 2,780 207,262 0 57,341 0 0 0 0.570 19 - 90 174 2 118 - 33 -
2035 0 157,000 315,159 0 213,478 0 57,875 0 0 0 0.554 20 - 87 174 - 118 - 32 -
2036 0 13,000 324,310 0 219,190 0 57,755 0 0 0 0.538 21 - 7 174 - 118 - 31 -
2037 0 0 332,480 0 223,836 0 56,390 0 0 0 0.522 22 - 174 - 117 - 29 - -
2038 0 0 342,042 0 229,196 0 54,958 0 0 0 0.507 23 - 173 - 116 - 28 -
2039 0 0 351,801 0 234,608 0 0 0 0 0 0.492 24 - 173 - 115 - - - -
2040 0 0 0 0 0 0 0 0 0 0 0.478 25 - - - - - - - -
2041 0 0 0 0 0 0 0 0 0 0 0.464 26 - - - - - - - -
2042 0 0 0 0 0 0 0 0 0 0 0.450 27 - - - - - - - -
2043 0 0 0 0 0 0 0 0 0 0 0.437 28 - - - - - - - - -
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E x a m p l e  o f  R a t i n g  C r i t e r i a

US States
B road  R a ting  Factors W e ig h tin g R a ting  S ub-F acto rs  W e ig h tin g
Econom y 20% Incom e 10%

In d u s tria l D ive rs ity 5%
E m p lo ym e n t V o la t il ity 5%

G overnance 30% Financia l Best Practices 15%
Financia l F le x ib ility /C o n s titu tio n a l

/ C onstra in ts 15%
Finances 30% Revenues 10%

Balances and Reserves 10%
L iq u id ity 10%

D ebt 20% Bonded D ebt 10%
A d ju s te d  N e t Pension L ia b ilit ie s 10%

Total 100% Total 100%

> The criteria are not static as each state is unique, and Alaska is in particular different 
from most other states.

> Additional factors include growth expectations, poverty rates, conservative governance, 
political polarization, structural imbalance, cash flow borrowing, pension
liabilities/funding efforts, borrowing on behalf of local governments
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P E R S / T R S  F u n d in g  S o lu t io n  

G o v e rn o r  S e a n  P a rn e ll

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

D e p a r t m e n t  o f  R e v e n u e

A p r i l  2 0 1 4



A g e n d a

I n t r o d u c t i o n

Angela Rodell, Commissioner 
Department of Revenue

S e c t i o n  O n e :  B a s i c  P E R S / T R S  F a c t s

Mike Barnhill, Deputy Commissioner 
Department of Administration

S e c t i o n  T w o :  I n v e s t m e n t  I s s u e s

Gary Bader, Chief Investment Officer 
Department of Revenue

S e c t i o n  T h r e e :  G o v e r n o r  P a r n e l l ' s  P r o p o s a l

Angela Rodell, Commissioner 
Department of Revenue

Q u e s t i o n s / D i s c u s s i o n



S e c tio n  O ne

P ER S/TR S  BASIC FACTS

D e p u t y  C o m m i s s i o n e r  M i k e  B a r n h i l l  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n



O rg a n iz a t io n

D e p t ,  o f  R e v e n u e

T re a s u ry  D iv is io n

A l a s k a  R e t i r e m e n t  

M a n a g e m e n t  B o a r d

D e p t ,  o f  A d m i n i s t r a t i o n

D iv is io n  o f  R e t ire m e n t  &  B e n e f its

invests re tirem en t system  asse ts

Investment
Advisory

Committee

General
Consultant

Sets con tribu tion  rates, invests 
re tirem en t system  asse ts

i

A dm inisters re tirem en t and 
benefits  system

External | Internal
Investment | Investment

M anagement | Management



M e m b e rsh ip

MEMBERSHIP STATISTICS AS OF DECEMBER 31, 2013

PERS TRS JRS NG SBS DCP
DB DC DB DC

Tier l Tier II Tier III Tier IV TOTAL Tier 1 Tier II Tier III TOTAL

Active Members 3,020 5,645 11,947 15,760 36,372 1,067 5,468 4,201 10,736 74 n/a 28,485 7,685
Terminated Members 2,296 5,139 11,285 7,114 25,834 457 2,570 1,407 4,434 4 n/a 13,881 2,653
Retirees & Beneficiaries 23,094 5,377 1,756 4 30,231 10,442 1,299 - 11,74 1 108 642 n/a n/a

Managed Accounts n/a n/a n/a 6,549 6,549 n/a n/a 1,746 1,746 n/a n/a 953 918

Retirements - 2nd QTR FY14 133 110 80 n/a 323 17 21 n/a 38 - 25 n/a n/a

Full Disbursements - 2nd QTR FY14 23 26 133 379 561 12 27 50 89 . n/a 544 124
Partial Disbursements - 2nd QTR FY14 n/a n/a n/a 32 32 n/a n/a 10 10 n/a n/a 485 460

Prepared by Division of Retirement and Benefits 1



B e n e fits

$ 4 , 0 0 0 , 0 0 0 , 0 0 0  

$ 3 , 5 0 0 , 0 0 0 , 0 0 0  

$ 3 , 0 0 0 , 0 0 0 , 0 0 0  

$ 2 , 5 0 0 , 0 0 0 , 0 0 0  

$ 2 , 0 0 0 , 0 0 0 , 0 0 0  

$ 1 , 5 0 0 , 0 0 0 , 0 0 0  

$ 1 , 0 0 0 , 0 0 0 , 0 0 0  

$ 5 0 0 , 0 0 0 , 0 0 0  

$ 0 I I ! i l l  1 1 1 I I I I I I I I I I
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o o o o o o o o o o o o o o o o o o o o o o o o o o o o o o o o o
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P a y  $ 1 3 6  b i l l i o n  i n  b e n e f i t s  p a y m e n t s  o v e r  n e x t  7 0  y e a r s  

C u r r e n t  P E R S /T R S  a c c o u n t  b a l a n c e :  $ 1 9 . 9  b i l l i o n  

U n f u n d e d  L i a b i l i t y :  a p p r o x  $ 1 1 . 9  b i l l i o n
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D e fin e d  B e n e fits

D e f i n e d  B e n e f i t  P e n s i o n :  f i x e d  b e n e f i t  a m o u n t  f r o m  d a t e  o f  r e t i r e m e n t  t o  d e a t h

C o n t r i b u t i o n s  +  I n v e s t m e n t  E a r n i n g s  =  B e n e f i t s  +  E x p e n s e s

IF

E x p e r i e n c e  e q u a l s  a c t u a r i a l  a s s u m p t i o n s  

A c t u a r i a l  A s s u m p t i o n s :

I n f l a t i o n ,  I n v e s t m e n t  R e t u r n ,  M o r t a l i t y ,  D a t e  o f  R e t i r e m e n t ,  C o s t  o f  

H e a l t h c a r e ,  P a y r o l l  G r o w t h ,  D i s a b i l i t y ,  S p o u s e  A g e ,  D e p e n d e n t  C h i l d r e n ,  

C O L A ,  P la n  E x p e n s e s ,  T u r n o v e r

E x p e r i e n c e  t h a t  f a l l s  s h o r t  o f  p r o j e c t i o n s  l e a d s  t o  u n f u n d e d  l i a b i l i t y

E m p l o y e r  T a k e s  t h e  R is k



Events

2 0 0 2  -  M i l l i m a n  a c t u a r i a l  a u d i t ;  d o t c o m  c o l l a p s e

2 0 0 3  -  F Y  2 0 0 2  v a l u a t i o n s  r e l e a s e d  w i t h  r e v i s e d  a s s u m p t i o n s .

$ 4 . 1 B  u n f u n d e d  l i a b i l i t y

2 0 0 5  -  S B  1 4 1  e n a c t e d :  D B  p l a n s  c l o s e d ;  D C  p l a n s  c r e a t e d ;  P E R B / T R B / A S P I B  

s u n s e t ;  A R M  B o a r d  c r e a t e d

2 0 0 7  -  A R M  B o a r d  f i l e s  s u i t  a g a i n s t  M e r c e r  f o r  a c t u a r i a l

n e g l i g e n c e ;  S B  1 2 3  e n a c t e d :  P E R S  c o s t  s h a r e

2 0 0 8  -  S B  1 2 5  e n a c t e d :  e m p l o y e r  c o n t r i b u t i o n  r a t e s  c a p p e d ;

s t a t e  a s s i s t a n c e  b e g i n s ;  G r e a t  R e c e s s i o n  b e g i n s

2 0 0 9  -  P E R S  /  T R S  i n v e s t m e n t  l o s s :  ( 2 0 . 5 % )

2 0 1 0 -  M e r c e r  l i t i g a t i o n  s e t t l e d  f o r  $ 5 0 0 m m  ( n e t  $ 4 0 3 m m ) ;  o t h e r  s t a t e s  

b e g i n  t o  c u t  D B  b e n e f i t s ,  c h a n g e  p l a n s ;

2 0 1 2  -  A R M B  a d o p t s  l e v e l  d o l l a r  a m o r t i z a t i o n ;  $ 1 1 . 9 B  u n f u n d e d

l i a b i l i t y

2 0 1 3  - 1 2 . 5 %  i n v e s t m e n t  g a i n ;  r e c e s s i o n  o v e r ? _______________________________________________
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P E R S / T R S  B a la n c e  S h e e t

PERS DB:
Assets (actuarial value, 6/30/12) $11,832,030,000
Accrued Liabilities (6/30/12) 19.292.361.000
Unfunded Liability ($ 7,460,331,000)
Funding Ratio 61.3%

TRS DB:
Assets (actuarial value, 6/30/12) $4,869,154,000
Accrued Liabilities (6/30/12) 9,346,444.000
Unfunded Liability ($4,477,290,000)
Funding Ratio 52.1%

Total DB:
Assets (actuarial value, 6/30/12) $16,701,184,000
Accrued Liabilities (6/30/12) 28,638.805.000
Unfunded Liability ($11,937,621,000)
Funding Ratio 58.3%

Note: Treasury reports PERS/TRS DB assets of $20.8B as of February 28,2014.
Source: Buck Consultants
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P ER S/TR S Approaches to Unfunded Liab ility

PERS/TRS GF State Assistance (SB125)
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T R S  A s s i s t a n c e  

P E R S  A s s i s t a n c e

P r o j e c t e d  G F  S t a t e  A s s i s t a n c e  ( L e v e l  %  o f  P a y )



P ER S/TR S  Approaches to Unfunded Liab ility
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P r o j e c t e d  G F  S t a t e  A s s i s t a n c e  ( L e v e l  D o l l a r )
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S e c tio n  T w o

IN V ESTM EN T ISSU ES

G a r y  B a d e r ,  C h i e f  I n v e s t m e n t  O f f i c e r  

D e p a r t m e n t  o f  R e v e n u e



F u n d  L iq u id it y  A n a ly s is

A l t h o u g h  t h e r e  i s  a  s u b s t a n t i a l  u n f u n d e d  l i a b i l i t y  i n  b o t h  t h e  

P E R S  a n d  T R S ,  t h e r e  a r e  b i l l i o n s  o f  d o l l a r s  t o  p a y  b e n e f i t s  

w e l l  i n t o  t h e  f u t u r e .

B e n e f i t s  p a y m e n t s  w i l l  i n c r e a s e  s u b s t a n t i a l l y  i n  t h e  n e x t  

d e c a d e .  U n l e s s  a d d r e s s e d ,  t h e  c o m b i n a t i o n  o f  i n c r e a s e d  

b e n e f i t  p a y m e n t s  a n d  i n s u f f i c i e n t  a s s e t s  i n  t h e  t r u s t s  w i l l  

r e q u i r e  i n v e s t i n g  i n  m o r e  l i q u i d  a s s e t s .



C o m p arative  R eturns

A s  o f  J u n e  3 0 ,  2 0 1 3  ( % )

P E R S /T R S C B R A P F C

L a s t  Q u a r t e r 1.00% -0.36% -0.56%

O n e  Y e a r 12.53% 5.73% 10.93%

T h r e e  Y e a r 11.09% 6.22% 10.17%

F iv e  Y e a r 3.94% 3.68% 4.15%

T e n  Y e a r 6.96% 3.85% 6.83%

J u l y  1 ,  2 0 0 1 * 5.59% 4.17% 5.85%

J u l y  1 ,  1 9 9 1 * 7.76% 5.02% 7.74%

• FY1992 is f irs t fu ll fiscal year fo r  w h ich  re tu rn  data available fo r  the  CBR M ain  account (s ta rt July 1 ,19 91 ).
• FY2002is firs t fu ll fiscal year fo r  w hich  data availab le fo r  the  CBR Sub-Account (s ta rt July 1, 2001).
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A R M B  P r iv a te  E q u it y  P ro g ra m

•  P r i v a t e  e q u i t y  i s  l a r g e l y  m a d e  u p  o f  i n t e r e s t s  i n  l i m i t e d  p a r t n e r s h i p s  t h a t  

m a k e  e q u i t y  i n v e s t m e n t s  i n  p r i v a t e l y  h e l d  o p e r a t i n g  c o m p a n i e s

•  P r i v a t e  e q u i t y  i s  e x p e c t e d  t o  d e l i v e r  l o n g - t e r m  r e t u r n s  i n  e x c e s s  o f  t h e  

p u b l i c  m a r k e t s  a n d  t o  e n h a n c e  d i v e r s i f i c a t i o n

•  T o  e a r n  h i g h e r  r e t u r n s ,  p r i v a t e  e q u i t y  g i v e s  u p  l i q u i d i t y

•  P e r f o r m a n c e  h a s  b e e n  g o o d ,  g e n e r a t i n g  1 0 . 2 %  r e t u r n s  t h r o u g h  2 0 1 3  v e r s u s  

a  p u b l i c  m a r k e t  e q u i v a l e n t  r e t u r n  o f  4 . 6 %  f o r  t h e  S & P  5 0 0  a n d  5 . 1 %  f o r  t h e  

R u s s e l l  3 0 0 0

•  T h e  p r i v a t e  e q u i t y  p r o g r a m  h a s  g e n e r a t e d  $ 8 0 0  m i l l i o n  i n  a d d i t i o n a l  f u n d  

v a l u e  f o r  t h e  A R M B  c o m p a r e d  t o  i n v e s t i n g  i n  t h e  p u b l i c  e q u i t y  m a r k e t s

•  T h e  A R M B  s t a r t e d  i n v e s t i n g  i n  p r i v a t e  e q u i t y  i n  1 9 9 8  a n d  n o w  h a s  $ 1 . 7  

b i l l i o n  i n v e s t e d  a c r o s s  2 0 0 +  p a r t n e r s h i p s ;  p r i v a t e  e q u i t y  i s  a  9 %  a s s e t  

a l l o c a t i o n  f o r  t h e  A R M B



S e c tio n  T h re e

GOVERNOR PA RN ELL'S  
PRO PO SAL

A n g e l a  R o d e l l ,  C o m m i s s i o n e r  

D e p a r t m e n t  o f  R e v e n u e



P r o b l e m :  $ 1 1 . 9  B i l l i o n  R e t i r e m e n t  S y s t e m  U n f u n d e d  L i a b i l i t y

•  T h e  P u b l i c  E m p l o y e e s  R e t i r e m e n t  S y s t e m  ( P E R S )  a n d  

T e a c h e r s '  R e t i r e m e n t  S y s t e m  ( T R S )  c o m b i n e d  u n f u n d e d  

l i a b i l i t y  i s  $ 1 1 . 9  b i l l i o n

•  S t a t e  A s s i s t a n c e  p a y m e n t s  t o  P E R S  a n d  T R S  r i s e  f r o m  $ 6 2 9  

m i l l i o n  i n  F Y 2 0 1 4  t o  o v e r  $ 1  b i l l i o n  p e r  y e a r

•  F u n d i n g  S t a t e  A s s i s t a n c e  s o l e l y  t h r o u g h  t h e  o p e r a t i n g  b u d g e t  

c r o w d s  o u t  f u n d i n g  f o r  o t h e r  v i t a l  p u b l i c  s e r v i c e s

•  R a t i n g  a g e n c i e s  e x p r e s s  c o n c e r n  w i t h  t h e  i n c r e a s i n g  l i a b i l i t y



P r o p o s a l :  $ 3  B i l l i o n  I n v e s t m e n t  i n  T r u s t  F u n d s

•  I n v e s t  a  t o t a l  o f  $ 3  b i l l i o n  i n  t h e  R e t i r e m e n t  T r u s t s  i n  F Y 2 0 1 5 :

$ 1 . 1 2  b i l l i o n - T e a c h e r s '  R e t i r e m e n t  F u n d  

$ 1 . 8 8 - P u b l i c  E m p l o y e e s '  R e t i r e m e n t  F u n d

•  F u n d i n g  s o u r c e :  t h e  C o n s t i t u t i o n a l  B u d g e t  R e s e r v e

•  I n c l u d e s  s t a t e  a s s i s t a n c e  p a y m e n t s  f o r  F Y 2 0 1 5

•  B e g i n n i n g  F Y  2 0 1 6 ,  S t a t e  A s s i s t a n c e  p a y m e n t s  w o u l d  b e  f i x e d  a t  $ 5 0 0  

m i l l i o n  a n n u a l l y :

$ 1 5 7  M i l l i o n - P E R S

$ 3 4 3  M i l l i o n - T R S

•  S t a t e  A s s i s t a n c e  p r o j e c t e d  u n t i l  F Y 2 0 3 6 ;  l e n g t h  o f  t i m e  d e p e n d s  o n  

a c t u a r i a l  g a i n s  o r  l o s s e s  e x p e r i e n c e d
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G o v e rn o r 's  P ro p o s a l
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G o v e r n o r  P a r n e l l ' s  A p p r o a c h

•  P a y s  d o w n  t h e  r e t i r e m e n t  s y s t e m  d e b t  r a t h e r  t h a n  p a s s i n g  i t  o n  t o  f u t u r e  

g e n e r a t i o n s

•  A  c o m p r e h e n s i v e  a n d  s t r a i g h t - f o r w a r d  a p p r o a c h  a d d r e s s i n g  t h e  p r o b l e m s  o f  b o t h  

P E R S  a n d  T R S  r e t i r e m e n t  s y s t e m s

•  A d d r e s s e s  A l a s k a 's  b i g g e s t  b u d g e t  d r i v e r  w h i l e  k e e p i n g  t h e  S t a t e 's  p r o m i s e  t o  o u r  

r e t i r e d  p u b l i c  s e r v a n t s

•  D r a m a t i c a l l y  r e d u c e s  f u t u r e  o p e r a t i n g  b u d g e t  o b l i g a t i o n s  a n d  p r o v i d e s  

p r e d i c t a b i l i t y  f o r  f u t u r e  b u d g e t  p l a n n i n g

•  I m p r o v e s  m u n i c i p a l  b a l a n c e  s h e e t s  a n d  a l i g n s  t h e  i n t e r e s t  o f  t h e  S t a t e  o f  A l a s k a  

w i t h  o u r  m u n i c i p a l i t i e s  b y  s h a r i n g  g a i n s  a n d  lo s s e s

•  A d d r e s s e s  t h e  n u m b e r  o n e  c r e d i t  c o n c e r n  r a i s e d  b y  r a t i n g  a g e n c i e s

•  I m p r o v e s  a n d  s t r e n g t h e n s  t h e  h e a l t h  o f  t h e  r e t i r e m e n t  s y s t e m s



T h a n k  You

Q U E S T I O N S ?
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