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SB 220 - PERS/TRS STATE CONTRIBUTIONS

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
fully pay the total past service liability for 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 of 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’sproposal. 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 of $343mm would be appropriated as state assistance.

According to Buck Consultants, the Governor’s plan would convert the actuarial approach for TRS from an actuarial
ratemaking paradigm to a fixed contribution paradigm. In aratemaking 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 afixed contribution paradigm, the rate volatility is eliminated. Instead the annual contribution is fixed. In the case
of 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 of $343mm
through FY36. In the event of actuarial losses, the actuary may advise that the amortization term needs to be
extended. Soif 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 of the amortization term of less than 21 years. Under the
Governor’splan, the length of the amortization term necessary to pay down the unfunded liability will be evaluated
each year.

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

The last new sentence of the amendment to AS 14.25.085 is intended to address situations where a cross-over point is
reached. It provides that the state will appropriate an additional fixed amount sufficient to amortize the unfunded
liability over a period consistent with actuarial standards.

Section 2. This section implements the same amendment as does section 1, for 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 of all PERS employers. PERS employers all share in the actuarial gains, through having a shorter
amortization schedule, and share in actuarial losses, through having alonger amortization schedule. Under the current
version of AS 39.35.280, PERS municipal employers are largely indifferent to the impact of market downturns that
create new unfunded liability because their rate does not change, and the State absorbs 100% o f the impact of any
new unfunded liability. The Governor’'sproposal 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 for alonger period of time.

Section 3. This section makes the bill contingent on the enactment of constitutional budget reserve fund

appropriations to TRS in the amount of $1.1 billion, and to PERS in the amount of $1.9 billion.

Section 4. Establishes the effective date o fthis actasJuly 1, 2014.

Departmento fAdm inistration 4/11/2014
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method
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2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
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Base
0
%

£R8101
316847

8,484,316
353,508
380,572
392,650
404,717
422,984
437,552
456,307
476,266
497,356
518,936
541,384
564,772
588,694
613,535
639,075
372,689
312,858
273,228
237,233

0

Ooocoocooooo

CGov
11
fixed

£B8101
316847

7,978,630
1,118,630
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000
343,000

oOoocoocoooo

2RI
316847

11,080,868
455,904
378,638
290,776
284,816
288,553
299,169
311,588
325,392
339,829
354,729
370,238
386,618
403,373
420,603
438,181
456,405
475,300
494,877
515,326
536,039
557,366
579,272
601,743
625,086
649,337
241,710

0
0
0

Untliscounted Annual State Assistance

2RI
316847

9,233,779
455,904
485,905
407,761
395,046
385,294
382,254
380,560
379,999
379,564
378,889
378,377
378,167
377,617
376,661
375,607
374,403
373,139
371,818
370,759
368,909
367,166
365,341
363,302
361,337

0
0
0
0
0

$XB101
316847

9,968,807
1,000,000
378,638
290,776
246,988
246,803
252,981
263,129
274,679
286,984
299,610
312,827
327,008
341,209
355,968
370,920
386,400
402,661
419,325
436,851
454,341
472,490
491,093
510,320
530,299
550,872
65,635
0
0
0

$RI0L
316847

8,396,280
1,000,000
485,905
407,761
343,012
328,273
319,849
317,140
315,950
315,323
314,671
314,238
314,162
313,697
313,000
312,147
311,122
310,112
309,001
308,099
306,508
305,172
303,565
301,883
225,690
0

0
0
0
0

$RI0L
316847

7,954,175
2,000,000
378,638
290,776
177,581
170,099
168,166
174,208
181,623
189,765
198,262
207,447
217,254
227,066
237,167
247,293

280,383
292,285
304,173
316,532
329,201
342,300
355,816
141,272
0

0
0
0

$RI0
316847

6,857,397

2,000,000
485,905
407,761
247,245
223,412
205,062
20p-649

£98,366)
197i*30
196,693
196,269
196,633
196,393
196,024
195,360
194,711
194,219
193,526
193,072
191,975
191,246
190,168
165,278

coococoocoo

3
%

$£B101
316847

5,989,959
3,000,000
378,638
290,776
108,173
93,395
83,351
85,194
88,568
92,647
97,018
101,959
107,500
112,923
118,365
123,666
129,320
135,312
141,207
147,867
154,006
160,574
167,320
72,090
0

cocoooo

3
$

$RI0
316847

5,368,038
3,000,000
485,905
407,761
151,564
118,639
90,275
84,065
80,684
79,436
78,610
78,409
78,991
79,090
79,048
78,699
78,432
78,327
78,051
78,046
77,443
6,563
0

0
0
0
0
0
0
0

Fair 2 Pay-Go
fixed $30
$£RI0
316847
6,169,320 7,277,550 9,231,949
3,000,000 2,000,000 1,500,000
150,920 432,151 161.183
150,920 385,676 166,054
150,920 224,394 171,165
150,920 204,700 176,534
150920 187571 182,202
150,920 183,994 188.191
150,920 194,676
150,920  1&T7$4 201,699
150,920 180,690 209,181
150,920 180,424 217,054
150,920 180,857 225.368
150,920 180,706 234,139
150,920 180,444 243.446
150,920 179,906 253,334
150,920 179,418 263,672
150,920 178,978 274,627
150,920 178501 286,183
150,920 178,153 298,383
150,920 177,192 311,229
150,920 176,478 324,574
150,920 175,613 338,498
0 174,809 352,984
0 173,786 368.108
0 172,750 383,880
0 171,680 400,170
0 170,713 417.181
0 104,659 434,893
0 0 453,340
E&H&ienC HAUK Diuiiien

Enter

300%
103.00%

1.000
0.971
0.943
0.915
0.888
0.863
0.837
0.813
0.789
0.766
0.744
0.722
0.701
0.681
0.661
0.642
0.623
0.605
0.587
0.570
0.554
0.538
0.522
0.507
0.492
0.478
0.464
0.450
0.437

EBoovwoonswme

NN NN
BNSIRENRSBERNIELERER

Bse Gov
11
fixed

6,579 6,222
354 1119
369 333
370 323
370 314
376 305
377 2%
382 287
387 279
393 271
398 263
403 255
408 248
43 241
418 234
423 227
239 220
195 214
165 208
139 201
1%

190

7,535
456
368
274
261
256
258
261
265
268
272
275
279
283
286
290
293
296
299
303
306
309
311
314
317
319
115

Discounted Annual State Assistance

6,786
456
472

362
342
330
319
309

290
282
273
265
256
248
240
233
225
218
210
203
196
190

7,032
1,000
368
274
226
219
218
220
223
227
230
233
236
239
242
245
248
251

257
259
262
264
266
269
271

31

6,390
1,000
472

314
292
276
266
257
249
241
234
227
220
213
206
200
193
187
181
175
169
163

114

6,120
2,000
368
274
163
151
145
146

GREES

159
161
163
166
168
170
172
173
175
177
179
180

69

5,663
2,000
472

226

177
168
161
156
151
146
142
138
133
129

121
117
113
109
106
102

86

5225
3,000
368
274

72
71
72
73
74
6
78
Il
81

BB

88BBIRR

4,954
3,000
472

139
105
78
70

BETRAIEBBS

~RERBE

5,

326

3,000

47

142
138

130
126
123
19
116

109
106
103
100

97

REBRR

@N

5,754
2,000
420

ERREEBEEERREE

2Re8Re8BRRERE

6,307
1,500
156
157
157
157
157

159
160
162
163
164
166
167
169
11
173
175
177
180

HER

191
193
1%
198
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PERS and TRS Combined

Undiscounted Annual State Assistance

Base

cash 0
method %
PERS

TRS

15,467,193

2015 703,194
2016 766,241
2017 780,951
2018 795,045
2019 829,821
2020 850,033
2021 881,508
2022 915,201
2023 951,269
2024 989,834
2025 1,030,411
2026 1,072,881
2027 1,116,341
2028 1,161,206
2029 1,206,776
2030 511,600
2031 394,420
2032 273,228
2033 237,233
2034 0
2035 0
2036 0
2037 0
2038 0
2039 0
2040 0
2041 0
2042 0
2043 0

Gov

fixed

13,013,000

3,000,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000
500,000

13,000
0

o O O O © o
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%

13,471,851

3,000,000
764,307
509,516
332,721
310,939
305,857
312,202
322,154
333,176
345,906
359,846
375,694
391,001
406,725
422,175
439,037
455,904
474,502
493,235
511,435
530,010
548,481
566,136
585,012
375,880

0

0
0
0

11,697,245

4,000,000
764,307
509,516
262,891
233,671
220,124
222,359
228,301
235,715
244,544
254,397
265,587
276,723
288,064
298,922
310,582
322,827
336,150
348,862
361,514
374,407
387,046
398,690
410,774
141,272

0

0
0
0

Enter

Rate
3.00%

103.00%

1.000
0.971
0.943
0.915
0.888
0.863
0.837
0.813
0.789
0.766
0.744
0.722
0.701
0.681
0.661
0.642
0.623
0.605
0.587
0.570
0.554
0.538
0.522
0.507
0.492
0.478
0.464
0.450
0.437

Discounted Annual State Assistance

Base
12,165
- 703
1 744
2 736
3 728
4 737
5 733
6 738
7 744
8 751
9 759
10 767
11 775
12 783
13 791
14 798
15 328
16 246
17 165
18 139
19 -
20 -
21 -
22 -
23 -
24 -
25 -
26 -
27 -
28 .

Aegidaiwe "piwutce D uvAum

Gov

fixed

10,446
3,000
485
471
458
444
431
419
407
395
383
372
361
351
340
331
321
312
303
294
285
277

10,287
3,000
742

268

274
277
279
282
284
287
290
292
293
295
295
296
185

203
205
206
207
208

208
69

Cumulative Cost of State Assistance

Base
0
%

703
1,447
2,183
2,911
3,648
4,381
5,120
5,864
6,615
7,373
8,140
8,915
9,698

10,489
11,287
11,615
11,861
12,026
12,165
12,165
12,165
12,165
12,165
12,165
12,165
12,165
12,165
12,165
12,165

Gov
11
fixed

3,000
3,485
3,957
4,414
4,859
5,290
5,709
6,115
6,510
6,893
7,265
7,626
7,977
8,317
8,648
8,969
9,281
9,583
9,877

10,162

10,439

10,446

10,446

10,446

10,446

10,446

10,446

10,446

10,446

0
%

3,000
3,742
4,222
4,527
4,803
5,067
5,328
5,590
5,853
6,118
6,386
6,658
6,932
7,209
7,488
7,770
8,054
8,341
8,631
8,922
9,216
9,511
9,806
10,102
10,287
10,287
10,287
10,287
10,287

4,000
4,742
5,222
5,463
5,671
5,860
6,047
6,232
6,418
6,606
6,795
6,987
7,181
7,377
7,575
7,774
7,975
8,179
8,384
8,590
8,797
9,005
9,213
9,421
9,491
9,491
9,491
9,491
9,491
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PERS Options

cash
method
funding Ratio
FY15
FY17
FY25
FY35
FY40

2015
2016
2017
2018
2019
2020
2021

2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043

Base

0
%

63%
68%
87%
100%
100%

6,982,877
349,686
385,669
388,301
390,328
406,837
412,481
425,201
438,935
453,913
470,898
489,027
508,109
527,647
547,671
567,701
138,911
81,562
0

Ooooooooo oo

Gov

11
fixed

63%
73%
80%
96%
100%

5,034,370
1,881,370
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
157,000
13,000
0

oooooo
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0
%

63%
67%
73%
82%
99%

6,636,550
349,686
385,669
218,740
200,568
191,186
193,263
196,247
201,294
206,823
213,920
221,347
229,851
238,289
247,012
255,195
264,465
273,831
284,251
294,533
304,588
315,159
324,310
332,480
342,042
351,801
0

0
0
0

Undiscounted Annual State Assistance

$

63%
69%
80%
92%
100%

4,701,262
519,676
563,210
414,136
371,378
337,915
315,020
293,045
272,887
252,430
232,438
212,560
192,914
171,994
150,481
127,569
104,104
80,265
56,218
30,242
2,780
0

O 0o oo o oo

1
%

63%
70%
75%
92%
100%

5,517,676
1,000,000
385,669
218,740
155,140
140,840
137,691
137,994
140,531
143,411
147,644
152,399
158,440
163,935
169,558
174,882
181,177
186,986
194,119
200,950
207,262
213,478
219,190
223,836
229,196
234,608
0

0
0
0

$

63%
71%
84%
93%
100%

4,319,413
1,000,000
565,882
414,136
324,912
286,762
259,168
236,241
215,433
195,265
175,259
155,441
136,278
115,221
94,012
71,509
48,578
24,529
787

OO0 o0oo0oo0ooo oo oo

2
%

63%
75%
80%
88%
100%

3,743,070
2,000,000

385,669
218,740
85,310
63,572
51,958
48,151
46,678
45,950
46,282
46,950
48,333
49,657
50,897
51,629
52,722
53,909
55,767
56,577
57,341
57,875
57,755
56,390
54,958
0

o oo o

2
$

63%
76%
86%
95%
100%

3,938,484
2,000,000

565,882

414,136

228,604

180,955

142,996

118,576
97,214
76,875
57,328
37,486
18,432

0

OO0 0000000000 OO OO

3
%

63%
81%
85%
92%
100%

3,619,890
3,000,000

385,669
218,740
15,481
0

O 0000000 000000000000 OO0 OO0

3
$

63%
81%
90%
97%
100%

4,215,767
3,000,000

565,882
414,136
132,296
75,148
27,104
1,201
0

O 00 0000000000000 000 OO

Enter
Rate Base
3.00%
103.00%
5,586

1.000 - 350
0971 1 374
0943 2 366
0915 3 357
0888 4 361
0863 5 356
0837 6 356
0813 7 357
0789 8 358
0766 9 361
0744 10 364
0722 1 367
0701 12 370
0681 13 373
0661 14 375
0642 15 89
0623 16 51
0605 17
0587 18
0570 19 .
0554 20 N
0538 21 N
0522 22 .
0507 23 -
0492 24 -
0478 25 -
0464 26 -
0450 27 -
0437 28 N

4,224
1,881
152
148
144
139
135
131
128
124
120
117
113
110
107
104
101
%
95
22
2
87

4,668
350
374

184
170
167
164
164
163
164
165
166
167
168
169
170
171
172
173
174
174
174
174
173
173

Discoun ted Annual State Assistance

3,989
520
547
390
340
300
272
245

199
178
158
139
121
102
84
67
50
34
18

4,167
1,000
374
206
142
125
119
116
114
113
113
113
114
115
115
116
116
117
117
118
118
118
118
117
116
115

3,830
1,000
549
390
297
255
224
198
175
154
134
116
98

81

64

47

31

15

3,371
2,000
374
206
78
56
45
40
38
36
35
35
35
35
35
34
34
34
34
33
33
32
31
29
28

3,757
2,000
549
390
209
161
123
99

79

61
a4

28

13

3,595
3,000

4,152
3,000
549
390
121
67

23
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E x a m p |

US States

Broad Rating Factors
Economy
Governance

/

Finances

Debt

Total

e

f

R

a ting

W eighting

20%

30%

30%

20%

100%

C

rite ria

Rating Sub-Factors W eighting
Income 10%
Industrial Diversity 5%
Employment Volatility 5%
Financial Best Practices 15%
Financial Flexibility/Constitutional
Constraints 15%
Revenues 10%
Balances and Reserves 10%
Liquidity 10%
Bonded Debt 10%
Adjusted Net Pension Liabilities 10%
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

11
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Section One

PERS/TRS BASIC FACTS



Dept, of Revenue

Treasury Division

invests retirement system assets

Investment G |

. enera
Advisory

. Consultant

Committee

External | Internal

Investment | Investment
Management | Management

Organization

Alaska R etirement

M anagement Board

Sets contribution rates, invests
retirement system assets

Dept, of Adm inistration

Division of Retirement & Benefits

Administers retirement and
benefits system



Active Members
Terminated Members
Retirees & Beneficiaries
Managed Accounts

Retirements - 2nd QTR FY14

Full Disbursements - 2nd QTR FY14
Partial Disbursements - 2nd QTR FY14

Prepared by Division of Retirement and Benefits

Tier |
3,020
2,296
23,094
n/a

133

23
n/a

Membership

MEMBERSHIP STATISTICS AS OF DECEMBER 31, 2013

DB
Tier Il

5,645
5,139
5,377

n/a

110

26
n/a

PERS
Tier I
11,947
11,285

1,756

n/a

80

133
n/a

DC
Tier IV

15,760
7,114
4
6,549

n/a

379
32

TOTAL
36,372
25,834
30,231

6,549

323

561
32

DB
Tier 1

1,067
457
10,442
n/a

17

12
n/a

TRS

Tier Il

5,468
2,570
1,299

n/a

21

27
n/a

DC

Tier lll

4,201
1,407

1,746

n/a

50
10

TOTAL
10,736
4,434
11,741
1,746

38

89
10

JRS

74

108

n/a

n/a

NG

n/a

n/a

642

n/a

25

n/a
n/a

SBS

28,485
13,881
n/a
953

n/a

544
485

DCP

7,685
2,653
n/a
918

n/a

124
460



Benefits

$4,000,000,000
$3,500,000,000
$3,000,000,000
$2,500,000,000
$2,000,000,000
$1,500,000,000
$1,000,000,000
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Pay $136 billion in benefits payments over next 70 years

Current PERS/TRS account balance: $19.9 billion

Unfunded Liability: approx $11.9 billion



Defined Benefits

Defined Benefit Pension: fixed benefitamount from date of retirement to death

Contributions + Investment Earnings = Benefits + Expenses
IF

Experience equals actuarial assum ptions

Actuarial Assum ptions:

Inflation, Investment Return, M ortality, Date of Retirement, Cost of
Healthcare, Payroll Growth, Disability, Spouse Age, Dependent Children,

COLA, Plan Expenses, Turnover
E xperience thatfalls shortofprojections leads to unfunded liability

Employer Takes the Risk



Events

2002 - M illiman actuarial audit; dotcom <collapse

2003

FY 2002 valuations released with revised assum ptions.
$4.1B unfunded liability

2005 - SB 141 enacted: DB plans closed; DC plans created; PERB/TRB/ASPIB

sunset; ARM Board created

2007 - ARM Board files suit against M ercer for actuarial

negligence; SB 123 enacted: PERS cost share

2008 - SB 125 enacted: em ployer contribution rates capped:;

state assistance begins; Great Recession begins
2009 - PERS / TRS investm ent loss: (20.5% )

2010- M ercer litigation settled for $500m m (net $403m m ); other states

begin to cut DB benefits, change plans;
2012 - ARMB adopts level dollar am ortization; $11.9B unfunded
liability

2013 -12.5% investment gain; recession over?




PERS/TRS Balance Sheet

PERS DB:
Assets (actuarial value, 6/30/12)

Accrued Liabilities (6/30/12)
Unfunded Liability
Funding Ratio

TRS DB:
Assets (actuarial value, 6/30/12)

Accrued Liabilities (6/30/12)
Unfunded Liability
Funding Ratio

Total DB:

Assets (actuarial value, 6/30/12)
Accrued Liabilities (6/30/12)
Unfunded Liability

Funding Ratio

$11,832,030,000
19.292.361.000
($ 7,460,331,000)
61.3%

$4,869,154,000
9,346,444.000
($4,477,290,000)
52.1%

$16,701,184,000
28,638.805.000
($11,937,621,000)
58.3%

Note: Treasury reports PERS/TRS DB assets of $20.8B as of February 28,2014.

Source: Buck Consultants



PERS/TRS Approaches to Unfunded Liability

PERS/TRS GF State Assistance (SB125)
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PERS/TRS Approaches to Unfunded Liability

PERS/TRS GF State Assistance (SB125)
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Section Two

INVESTMENT ISSUES

G ary Bader, Chieflnvestm ent O fficer

D epartm ent of Revenue



Fund Liquidity Analysis

Although there is a substantial unfunded liability in both the
PERS and TRS, there are billions of dollars to pay benefits

well into the future.

Benefits payments will increase substantially in the next
decade. Unless addressed, the combination of increased

benefit payments and insufficient assets in the trusts will

require investing in more liquid assets.



Comparative Returns

As ofJune 30, 2013 (%)

PERS/TRS CBR APFC
Last Quarter 1.00% -0.36% -0.56%
One Year 12.53% 5.73% 10.93%
Three Year 11.09% 6.22% 10.17%
Five Year 3.94% 3.68% 4.15%
Ten Year 6.96% 3.85% 6.83%
July 1, 2001* 5.59% 4.17% 5.85%
July 1, 1991+ 7.76% 5.02% 1.74%

FY1992 is first full fiscal year for which return data available for the CBR Main account (startJuly 1,1991).
FY2002is first full fiscal year for which data available for the CBR Sub-Account (startJuly 1, 2001).
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ARMB Private Equity Program

Private equity is largely m ade up of interests in lim ited partnerships that

make equity investm ents in privately held operating com panies

Private equity is expected to deliver long-term returns in excess of the

public m arkets and to enhance diversification

To earn higher returns, private equity gives up liquidity

Perform ance has been good, generating 10.2% returns through 2013 versus
a public m arket equivalent return of 4.6% for the S&P 500 and 5.1% for the

Russell 3000

The private equity program has generated $800 million in additional fund

value for the ARMB com pared to investing in the public equity m arkets

The ARMB started investing in private equity in 1998 and now has $1.7
billion invested across 200+ partnerships; private equity is a 9% asset

allocation for the ARMB



Section Three

GOVERNOR PARNELL'S
PROPOSAL

A ngela Rodell, Com m issioner

D epartm ent of Revenue



Problem: $11.9 Billion Retirement System Unfunded Liability

The Public Employees Retirement System (PERS) and
Teachers' Retirement System (TRS) combined unfunded

liability is $11.9 billion

State Assistance payments to PERS and TRS rise from $629

million in FY2014 to over $1 billion per year

Funding State Assistance solely through the operating budget

crowds out funding for other vital public services

Rating agencies express concern with the increasing liability



Proposal: $3 Billion Investment in Trust Funds

Invest a total of $3 billion in the R etirement Trusts in FY2015:

$1.12 billion-Teachers' Retirement Fund

$1.88-Public Employees' Retirement Fund

Funding source: the Constitutional Budget Reserve

Includes state assistance payments for FY 2015

Beginning FY 2016, State A ssistance payments would be fixed

million annually:
$157 Million-PERS
$343 Million-TRS

at $500

State A ssistance projected until FY2036; length oftime depends on

actuarial gains or losses experienced
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Payments capped at $5G0mm peryear
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Governor Parnell's Approach

Pays down the retirement system debt rather than passing it on to future

generations

A comprehensive and straight-forward approach addressing the problems of both

PERS and TRS retirement system s

Addresses Alaska's biggest budget driver while keeping the State's promise to our

retired public servants

Dramatically reduces future operating budget obligations and provides

predictability for future budget planning

Im proves municipal balance sheets and aligns the interest ofthe State of Alaska

w ith our municipalities by sharing gains and losses

Addresses the number one credit concern raised by rating agencies

Im proves and strengthens the health ofthe retirement systems



Thank You

QUESTIONS?
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