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hiftejd K-12 school construction
eneral fun3>to lease-ourchase fin

Delayed jaK-12 education payment by one, month
(from thi'FY 2003 budget to the FY 2004 budget)
temporarlly savmg $191 Tnillion
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Examples of Budget Balancing:
Connecticut

The Legislature gave the governor ain ektra $35
million of extraordinary budget cutting authority to
help balance the Budget

Transferred resources from quasi-public agencies
00 million)

Implemented a tax amnesty program ($100 million)
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et Balan

Reduced Medicaid reimbursement rates by

approximately 3% t * : ,
Tapped $97.1 million in revenues from noii-general
fund sources | ) .

Shifted $304.3 million in'expendlitures traditici)nally |
funded from the general fundjto non general fund
sources, including $93.5 millron in tcbacco receipts to

fund programs (Medicaid) f .

National Conference of State Legislatures
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'Realized $33.5 million in savings from employee—
furloughs (departments were allowed discretion on
how to Implement) Yy

Saved $6.5 million from implementing a 5-month’
delay in the state employee cost of living increase
negotiated by the unions; Governor requested and

unions acceded to avoid layoffs |

' V s.

Implemented admlnlstratlve rules to control
( 1
pharmaceutlcal costs

n r tom F
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Implemented tax amnesty program that earmarked
revenues for capital outlay Y

Appropriated current year excess revenue into
dedicated funds and will appropriate out of the special
funds in the next fiscal year (averts a requirement that
surplus reyenues be limited to debt service, capital
outlay and extra retirement payments)

National Conference of Sqate ures
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Shifted collection date of the 6-mill state education .
tax (all of which goes to the-School Aid Fund)

resulting in one-time $460 million gain for FY 2003

National Conference of State *Legislatures M
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Adopted business tax reform that: closed loopholes,
-created new alternative minimum assessment,

suspended NOL carryforward for two years,

accelerated Quarterly payments, increased taxable

Income of investment companies, subjected savings

Institutions to corporate income tax, raised minimum
tax umder corporate incorne tax afld reduced tax
“rate on small businesses. ($836 m|II|on)

National Conference of State Legislatures m_”
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Examples of Budget Balancing:

Raised fees, including $2/day on vehicle rentals ~ k
Offered a two-mpnth tax amnesty program
Flat-funded formula school program in FY 2003

Postponed a scheduled increase In the property tax rebate
e program s

Cancelled some Inflation adjustments in formula aid .
distributions

Offered early retirement prograijn for 5DQ0 employees

National Conference of State Legislatures lawW
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vanila
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Transferred $100 million to the general fund from

Underground Storage Tank Indemnification Fund to be
repald over 10 years beglnnlng In FY 2005

Reduced the dormancy period for most unclalmed
:)roperty from seven to five years ($ 197 6 m|II|on)

Decreased the reserve for tax refunds ($32.4 m|II|on)°

1 . . * g
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Rhode Island

Gave each department a single line item in the budget
(rather than budgeting by division or major programs)
after reducing requested amounts for personnel
expenditures, and granted flexibility to departments to
operate within appropriated levels. Intent is to eliminate

the need for su

I}Iational Conference of State Legislatures T
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Examples of Budget Balancing: Utah

Changed disbursements to higher education institutions
to sixmonth period resulting in net interest earnings
gain of $500,000

Changed statute that requires a level of funding for
capltal Improvements equal to 1.1% of the insured value
of state buildings; was modified to 0.9% in cases of

‘financial neqd

Sold Utah Technology Finance Corporation to the
private sector for $4 million ,

} . '. . " * ) " y o ’ {
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EMPLOYEE BENEFITS AND RETIREMENT SYSTEM FUNDING WHITE PAPER

Public Employees’ Retirement System
Teachers’ Retirement System

The puipose of the following is to review the differences between a plan such as PERS / TRS
(Defined Benefit plans) and the SBS Annuity / Deferred Compensation Pian (Defined
Contribution plans). This covers: how the "benefit” is constructed for both plan types - and how
very different they are, a broad description about how PERS / TRS are funded, what is an
“Actuarial Valuation,” how employer liabilities are determined, who setsthe rates, and what
causes the variation in employer rates from year to year and among employers.

What Kind of Plan Is 1t? - Defined Benefit v. Defined Contribution........c.cc.cccoevvinines 1
Funding Sources - “Additions” To The Plan - Defined Benefit........c..cccoviiiiiiencicnennn, 2
Expenses - “Deductions” From Plan Assets - Defined Benefit........cccoeoveiiinciicicnnn, 2
Funding Needs = Pension Benefits + Health Costs + Admin. EXPenses.....ccccueevenerueennes 2
ACTUANTAL VAIUALION ...t bbb et 3
Individual Employer Rates V. COSt SNANING.....ccccvviiiiiie i 5
Who Adopts The Rates - How High Can They GO7?......cciiiiiniinnense e 5
Employer Rates and Funding Levels - FY 04 V. FY 05.. ..o 6
Why The Big Difference Between FY 04 and FY 05.....cccccoviiiiiiinie i 7
WhaL Does a One-Year Increase In Employer Rates Mean?.......ccccocevevevvvscnvevesesecneens 8
Who Takes the Risk? - The “BOttom LiNe” ......cccooiiiiiiiiiieieireeee e 8

By: Anselm Staack
Alaska Division of Retirement & Benefits,
PO Box 110203
Juneau, AK 99811-0203

Phone: 907-465-4460
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What Kind of Plan is it? Defined Benefits/. Defined Contribution Plan

The type of retirement plan makes a big difference in the benefits employees can expect and the
related present and future costs of a retirement system.

The Alaska Public Employees’ and Teachers’ Retirement Systems (PERS / TRS) are Defined
Benefit plans. (Social Security is a Defined Benefit plan.) The Alaska Supplemental Annuity
Plan (SBS Annuity) and Deferred Compensation Plan (DCP) are Defined Contribution plans.

Most employers, both government and private, use a combination of both plans. Private industry
traditionally uses Social Security and adds a defined contribution plan like either a 40i(k), or a
defined benefit plan, or both. Except where benefits are negotiated, the additional plan, if any, is
at the employer’s discretion.

Governments traditionally use a defined benefit plan (like a PERS) and / or Social Security, and /
or use an optional defined contribution plan such as Deferred Compensation (457). For Alaska
State employees (and some political subdivisions) PERS is combined with SBS Annuity (as a
substitute for Social Security). Deferred Compensation ic purely elective, and not employer
matched. Some political subdivisions use a combination of Social Security and PERS (i.e., the
Anchorage Municipality): some use PERS only.

Defined Benefit

In a Defined Benefit plan the benefit paid to an employee is based upon a formula set in law
(determined by statute, regulation, plan document), and is NOT determined by the account
balance.

Key features of this type benefit for PERS / TRS are:

» Benefit is based upon a formula (involves service, salary, age. etc.), and paid for the life of
the member, with adjusted levels that continue the payment for a survivor.

» Benefit usually increases with post retirement pension adjustments and / or COLA.

» Plan paio health care, or a special low cost health care fee paid for by the member.

» Future benefit payments arc NOT affected by plan funding methods or funding level of the
plan, market gains or losses, or expenses.

» There is no separate refundable account balance once benefits siart.

« If a member decides to cash-out the employee account, they only get employee contributions
and fixed interest on that account. Employer contributions and actual investment earnings
stay with the retirement, system.

< Plan can reduce benefits for new entering members first hired after the date of the change
(i.e., the tier system), but the plan can not retroactively reduce benefitsfor members hired
prior to the date ofthe plan benefit change.

Employee Benefits and Retirement System Funding White Paper
State of Alaska - Political Subdivisions - School Districts
Page 1 of 8 - 2003



Defined Contribution

In a Defined Contribution Benefit plan, the benefit is the amount of money in the account at
retirement or termination - no more, no less.

Key features of this type benefit for SBS Annuity and DCP are:

« Benefit is the account balance. No extra survivor payment.

» Benefit does NOT increase with poet retirement pension adjustments and / or COLA. The
value of the account will increase or decrease with individual investment performance.

¢ NO paid health care and no special low cost health care options.

e The total benefit is affected by market gains or losses and expenses.

* When the money in the account runs out, no further benefits are payable. (Member can
purchase their own annuity.)

Funding Sources - “Additions” To The Plan - Defined Benefits

All retirement plans usually have three basic funding sources:

« Employee Contributions
» Employer Contributions
» Investment Earnings, including gains and losses

Over the broad lime horizon, investment earnings, including gains and losses, typically provide
75% ofthe totalfunding for retirement plans: with the 25% balance -irovided by employee and
employer contributions.

Expenses - “Deductions" From Plan Assets - Defined Benefits

The major categories of expenditures (and their relative percentages) for PERS and TRS are as
follows (based on actual results for the past year). The differences between the plans are due to
benefit differences, number of members, variety of job classifications, etc.:

PERS TRS

65.5%  77.2% - Pension benefit payments
30.5%  20.8% - Post employment health care
. 2.8% 1.2% - Refunds of contributions

. 1.2% 0.8% - Administrative expenses

Funding Needs = Pension Benefits Health Care Costs + Admin. Expenses

The funding goal is to collect enough contributions during the working lifetime of the employee,
and earnings on those contributions, to pay for retirement benefits. The benefits themselves will
be paid out after retirement for the life of the member (and / or survivor).

Employee Benefits and Retirement System Funding White Paper
State of Alaska - Political Subdivisions - School Districts
Page 2 of 8 —2003



For the entire system, the sum of all benefits owed determines the system liability, after taking
into account inflation and the timing of future payments.

As an example, with a 540,000 salary and 20 years of service, the normal retirement benefit for a
police officer would be about $17,000 per year,/or life. The plan must accumulate about
$210,000 during the 20-year career to pay that benefit over time (including the cost of health
coverage). However, once the employee is retired and collecting payments, the plan can no
longer charge the employee for the increase and the following usually changes the benefit cost:

» The employee collects more payments than the original assumed life expectancy.
» Health care and other costs continually rise higher than the actuarial assumptions.
e Legislative changes orjudicial interpretations that grant increases to all members.

Since the retirement fund cannot get further contributions from the employee, itit
obtain the additional funding from the former employers o fthe employee. If the plan di jt
earn enough money from investments, the remaining uncovered costs must be paid for b
contributions from employe!s. Employee contributions are set in statute; they cannot be raised
for current employees without an offsetting increase in benefits.

Total system costs | funding can be defined by:
Benefits Paid + Administrative Expenses (LIABILITIES)
Employer and Member Contributions + Net Investment Income / Loss (ASSETYS)

Therefore: Calculated LIABILITIES greater than ASSETS = Funding Shortfall
Calculated LIABILITIES less than ASSETS = Excess Funding

Actuarial Valuation

An Actuarial Valuation is performed each year to obtain in up to date number of the total
accrued liability for the entire system. An actuarial valuadon produces an estimate of total
liabilities, at a given point in time; it does not change the ultimate cost ofthe system.

Actuarial Valuations use assumptions to determine what the total cost will be over the life of the
system. These assumptions reflect the major variables that will affect the total system costs, and
the cost of any one individual. The overall objective of a pension fund is to accumulate
sufficient funds to meet ail expected future financial obligations to participants. An
Actuarial Valuation determines the expected future obligation.

In a Defined Benefit plan, the system does not know how long van will actually live, how many
payments \ou will actually set alter retirement, how much COLA you will actually be paid, how
much your post retirement pension adjustments will be. or linw much future health care costs
will be - therefore, assumptions are used to make a reasonable estimate of what the cost might
he - and the funding level is determined as a result.

Employee Benefits and Retirement System Funding White Paper
State of Alaska - Political Subdivisions - School Districts
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Although there are over 20 separate assumptions, the major ones are:

* Investment Return - 8.25% average annual rate of return on plan assets over the long term,
compounded annually, net of expenses. Returns less than the assumed rate lead to funding
shortfalls.

The assets ofthe PERS and TRS are invested by the Alaska State Pension Investment
Board. Department of Revenue. They are not invested by the Division ofRetirement &
Benefits.

« Health Cost Trend - The average compound annual rate of increase since 1978 has been
10%. The plan uses an estimate for health cost increases at a compounded annual rate for the
life of the system, that decreases over time to the rate of inflation plus 1.5%. Current trends
are closely followed and adjustments made.

The PERS and TRS Pre-fund health insurance costs. This is NOT common to most
retirement systems - they generally only fund the cost of the current year. This means the
PERS and TRS systems arefar betterfunded, and have accountedfor all liabilities. This is
why PERS and TRS funding levels may appear to be unfavorable compared to their
counterparts; but are infact quitefavorable compared to their counterparts.

For instance, even in a dramatic down year like 2002, PERS is fundedfor non-medical
benefits at the 125.87¢ level. When including health insurance costs - total beliefts - the
funding ratio drops to 75.7% (within the top quartile of nationwide plan funding levels).

 Mortality - The expected “life expectancy” of a member. This translates directly into how
many payments the plan will make. We use the 1994 Group Annuity Mortality Basic Table.
To illustrate, when the 1994 table came into effect it added 2.5 years of life on a erage
mortality versus the 1983 table. (2.5 vears more of payments than were originally anticipated
for each member!)

» Past Service Amortization - When a member actually retires, often 20-30 years after
starting employment, their benefit costfor those early years to the system can dramatically
increase as compared to the present day health care costs, longevity and more payments, etc.
The employers for whom they worked are responsible to pay these additional costs even if
the. employee no longer works for them.

Further, employers create large past service liability when they grant newly hired,
experienced employees generous rights to purchase additional service. All of that cost now,
and in the future, must be paid. This generates an unfunded liability to the employer (or a
surplus if costs are less). That unfunded liability or surplus is spread over 25 years.

Employee Benefits end Retirement System Funding White Paper
State of Alaska - Political Subdivisions - School Districts
Page 4 of 8 -- 2003



* “Smoothing” Method - Level Out The Highs and Lows of Investment Earnings - It is
important not to allow extreme market volatility to affect any one year. That means gains
and losses on marketable securities in any particular year arc not charged to the asset base for
actuarial purposes. The plan spreads out gains and losses of any one year over five years.

Additional assumptions include: asset valuation methods, methods of recognizing gain or loss,
COLA, Post-Retirement Pension Adjustment, system benefit changes that affect future costs,
inflation, total employee turnover, salary scale, expected disability, rates of retirement, spouse’s
ages, dependent children, contribution refunds, new entrants, marital status, expenses, etc.

Individual Employer Rates v. Cost Sharing

PERS is an “agent multiple-emplover plan” that results in individual employer rates

An agent multiple-emnloyer plan can be thought of as a collection of singlc-cmployer plans that
arc managed by a single administrative agency - such as the Division’s PERS Plan. The plans’
assets are pooled for investment purposes and administrative costs are shared. However, the
benefit obligations (actuarial accrued liabilities) are not pooled. Each employer remains
individually responsible for its own obligations.

Employers covered by PERS, unlike TRS, have a variety of job functions. The functions
operated, and the extent to which they operate varies greatly among political subdivisions or the
State of Alaska. In TRS, they are essentially all teachers.

Small employers tend to be more affected by liability cost increases because of the smaller
employee base. Alsr, larger plans (PERS), and less mature and more diverse plans (PERS) tend
to have more insulation from volatility and funding swings versus less diverse, more mature, and
smaller plans (TRS). It is a matter of size and function spread. The bigger the pie, the greater
the place to spread common costs.

TRS is a “cost-sharing multiple-emplover plan” that results in otic uniform rate

Cost-sharing employers arc not individually responsible for plan benefit obligations. In a cost-
sharing plan, the actuarial accrued liabilities of the various employers are shared, and the plan
assets arc pooled and are available to pay the shared actuarial accrued liabilities as they become
due. The contribution rate is the same for all employers.

The justification for a single rate is the uniform nature of the employees allowed into TRS and
the job that they do (they must be certificated teachers) versus the far greater functional diversity
and selective inclusion of employees for a PERS employer.

Who Adopts The Rates - How High Can They Go?

By Alaska Statute, the PERS Board adopts the employer rale after review of the Actuarial
Valuation and factors surrounding that decision. However, no matter how high the calculated
rates go in any one year, the change in an employer's rate for any one year, up or down, by

Employee Benefits and Retirement System Funding White Paper
Slate of Alaska - Political Subdivisions - School Districts
Page 5 of 8 -- 2003



regulation is limited to 5.0%. That means if the full calculated rate is not used, liabilities go
uncovered into future years.

PERS individual employer rates, after considering the 5.0% annual limit, for FY 05, vary
between 0.00% (over funded) and 35.49% (large unfunded liability).

TRS has asingle rate for all employers. Rates have traditionally been sent by the TRS Board,
but the Plan Administrator has the final authority. The rate for TRS is not limited by statute.
However, along with its cost sharing policy, the TRS Board has maintained a more level rate
over the past several years, between 11 and 12%.

With the dramatic health care increases and investment losses of the last three years, the TRS
Board raised the employer rate to 16% for FY 05.

Actuarial valuations are two years ahead in rate setting. For instance, thefinancial results as of
June 30, 2002 are used in the 2003 Actuarial Valuation, which will be used to set the FY 05
employer rates. Each year, 100¢c ofthe employee and retiree data, updated and modifiedfor all
changes in the past year, maintained by Retirement & Benefits, is used to update the liability
calculation.

Employer Rates and Funding Levels- FY 04v. FY 05

Kev PERS Results: FYO04 FYO05 Chanse
Average Calculated Contribution Rate 6.77% 24.91%
Board Adopted Average Employer Rate 6.77 11.77 +5.0%

Funding Ratio
Non-Medical Benefits 143.7% 120.9%
TOTAL Benefits 100.9 75.2% (25.7%)

(Represents the AVERAGE rates, individual employer rates vary)

Kev TRS Results: FY 04 FYO05 Change
Calculated Contribution Rate 14.44% 35.57%
Board Adopted Employer Rate 12.00 16.00 +4.0%

Funding Ratio
Non-Medical Benefits 119.7% 93.2%
TOTAL Benefits 95.0 68.2% (26.8%)

Employee Benefits and Retirement System Funding White Paper
State of Alaska - Polifical Subdivisions - School Districts
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Why the Big Difference Between FY 04 and FY 057

Basically two reasons: Lower investment earnings
Increasing health care costs

Investment Earnings

From July 2000 to June 2002, PERS lost $927 million, and TRS lost $471 million dollars. This
puts overall earnings at a negative 5.4% for two years. (For the 2003 fiscal year eamings came
in at 3.6%.)

The amount of earnings lossfor the period July 2000 to June 2002 was equal to about eight
years ofemployer and employee contributions.

In order for unfunded liabilities NOT to increase, the funds have to earn at least S.25% - the long
term assumed rate. If the funds eam consistently less than the assumed rate, the liabilities are not
covered, the plan is under funded, and consequently rates go up. The 8.25% rate is well within
nationally accepted boundaries for such a rate.

(1t has been suggested that lowering the eamings assumed rale would help - in fact, the opposite
would happen. The lower the long-term eamings, the less the ability to cover rising obligations.
The result is even lower fund levels and higher employer rates!)

Health Care Costs

The rate of increase for each of the last five calendar years has been as follows:

Period Premium To Plan Increase
1998 $368 -
1999 442 20%
2000 530 20
2001 610 15
2002 668 10
2003 720 8

The average compounded annual increase since FY 78 has been 10%.

When members 20 years ago were paying into PERS or TRS, the employer rates were calculated
using a far lower rate of health care cost increases. When these employees retire, their employer
has to make up for the new higher rates through past service costs.

That is how a defined benefit plan works. The retiree gets the benefit thev were promised: not a
reduced benefit based noon what was actually accrued for them over their working life.

Resources must befound to make up the difference - either more investment earnings, or higher
contributionsfrom employers.

Employee Benefits and Retirement System Funding White Paper
State of Alaska - Political Subdivisions - School Districts
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What Does a One-Year Increase in Employer Rates Mean?

The 5% employer rate increase for PERS, for FY 05, for all PERS employers, results in an
additional $73,000,000 in costs. (The State of Alaska will pay about 50% of those costs and all
other PERS employers. 50%>.)

The 4% employer rate increase for TRS. for FY 05, for all TRS employers, results in an
additional $22,000,000 in costs.

Who Takes The Risk? - The “Bottom Line”

In a Defined Benefit plan, the employer takes the risk of lower than expected eamings and
higher than expected costs.

In a Defined Contribution plan, the employee takes the risk of lower than expected eamings and
higher than expected costs.

Employee Benefits and Retirement System Funding White Paper
State of Alaska - Political Subdivisions - School Districts
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Background

Total system costs can be defined by the
following equation:

Benefits Paid
Administration Expenses

Employer and Member Contributions
+

Net Investment Income/L0SS

Division of Retirement and Hencfits

Mercer Human Resource Consulting--/"ictuary u



Background

Actuarial methods are used to allocate
system costs over time in an orderly fashion.

They do not, however, change the ultimate
cost of the system.

Results are based on the most recent

valuations for PERS and TRS as of June 30,
2002.

Division of Retirement and Benefits

Mercer Human Resource Consulling-Acluary 12



System Funding Goals

The following are proposed system
funding goals based on observed board
discussions:

 Relatively stable contribution rates over time
 Actuarial funding of retiree medical benefits

e 100% (102% for PERS) funded ratio of assets to
accrued liabilities (including retiree medical)

« Pay for benefits during working lifetime (25 year
period)

Division of Retirement and Benefits

Mercer Human Resource Consulting-Actuary 13



Data, Assumptions & Methods

The results In this presentation are based on
the following:

o Participant data as of projected to June 30,
2002

e Asset data as of June 30, 2002

o Actuarial assumptions, procedures and
methods as described in the June 30, 2002
actuarial valuation reports

Division of Retirement and Pcncfits

Mercer Human Resource Consulting-Actuary 14



Current Issues and Challenges

Rising employer contribution levels and
deteriorating funded status

Primary reasons:
- financial market performance

- rising cost of medical care

Division of Retirement and Benefits

Mercer Human Resource Consulting--Aciuary 15
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Alaska Public Employees’and Teachers’ Retirement System
Earnings - Actuarial Rate - Health Cost - Employer Rates - Funding Ratios

Public Employees’ Retirement System

Measurement Year
Employer Rate Year

Actual Investment Return
Actuarial Investment Return

Cumulative Return Shortfall, rounded
Cumulative Dollar Shortfall, in billions
(in billions, market value)

Health Care Cost Inc. Rate Used

Average Calculated Rate
Board Adopted Rate

Contribution Increase (All ER)
Funding Ratio - Assets \ Liabilities

Non-Medica! Benefits only
Total Benefits

Teachers’ Retirement System

Measurement Year
Employer Rate Year

Actual Investment Return
Actuarial Investment Return

Cumulative Return Shortfall
Cumulative Dollar Shortfall, in billions
(in billions, market value)

Health Care Cost Inc. Rate Used

Average Calculated Rate
Board Adopted Rate

Contribution Increase (All ER)
Funding Ratio - Assets \ Liabilities

Non-Medical Benefits only
Total Benefits

FY 01
FY 04

(5.25%)
8.25%

(14%)
$1.2
7.5 %

6.77%
6.77%

n/a

143.7%
100.9%

FY 01
FY 04

(5.35%)
8.25%

(14%)
$0.6
75 %

14.44%
12.00%

$ 5 Mil.

119.7%
95.0%

FY 02
FY 05

(5.48%)
8.25%

(28 %)
$2.4
12.0 %

24.91%
11.77%

$ 76 mil.

120.9%
75.2%

FY 02
FY 05

(5.49%)
8.25%

(28 %)
$1.2
12.0 %

35.57%
16.00%

$ 24 mil

93.2%
68.2%

FY 03
FY 06

3.67%
8.25%

(34 %)
$2.9
12.0 %

TBD
TBD

TBD

TBD
TBD

FY 03
FY 06

3.68%
8.25%

(34 %)
$1.4
12.0%

TBD
TBD

TBD

TBD
TBD

1_*

(Max. 16.77% by Reg.)

($78 mil. if max used)

(Not Limited)

(Each 1% = $6 mil.)

(Div. of Retirement & Benefits, Feb. 5,2004)






Alaska Public Employees’and Teachers’ Retirement System
Earnings - Actuarial Rate - Health Cost - Employer Rates - Funding Ratios

|Public Employees’ Retirement System

Measurement Year
Employer Rate Year

Actual Investment Return
Actuarial Investment Return

Cumulative Return Shortfall, rounded
Cumulative Dollar Shortfall, in billions
(in billions, market value)

Health Care Cost Inc. Rate Used

Average Calculated Rate
Board Adopted Rate

Contribution Increase (All ER)
Funding Ratio - Assets \ Liabilities

Non-Medical Benefits only
Total Benefits

|Teachers’ Retirement System

Measurement Year
Employer Rate Year

Actual Investment Return
Actuarial Investment Return

Cumulative Return Shortfall
Cumulative Dollar Shortfall, in billions
(in billions, market value)

Health Care Cost Inc. Rate Used

Average Calculated Rate
Board Adopted Rate

Contribution Increase (All ER)
Funding Ratio - Assets \ Liabilities

Non-Medical Benefits only
Total Benefits

FY 01
FY 04

(5.25%)
8.25%

( 14%)
$1.2
7.5 %

6.77%
6.77%

n/a

143.7%
100.9%

FY 01
FY 04

(5.35%)
8.25%

( 14%)
$0.6
7.5 %

14.44%
12.00%

$5 Mil.

119.7%
95.0%

FY 02
FY 05

(5.48%)
8.25%

(28 %)
$2.4
12.0 %

24.91%
11.77%

$ 76 mil.

120.9%
75.2%

FY 02
FY 05

(5.49%)
8.25%

(28 %L
$1.2
12.0%

35.57%
16.00%

$ 24 mil

*93.2%
68.2%

FY 03
FY 06

3.67%
8.25%

(34 %)
$2.9
12.0%

TBD
TBD (Max. 16.77% by Reg.)

TBD ($78 mil. if max used)

TBD
TBD

FY 03
FY 06

3.68%
8.25%

(34 %)
$1.4
12.0%

TBD
TBD (Not Limited)

TBD (Each 1% = $6 mil.)

TBD
TBD

(Div. of Retirement & Benefits, Fob. 5, 2004)



SAVINGS DUE TO LOWER EMPLOYER CONTRIBUTIONS
FY 98- FY 04

PERS

Attached is a spreadsheet that reviews the results of dropping the Average Employer
Contribution Rate for the year 1998, estimated through 2004. 1998 was the year of the first
major lowering of the contribution rates (12.14 to 8.00%), and in 2005 the rate will be raised by
5.00% (6.77 to 11.77%)

This is based on the "Average" consolidated employer contribution rate that is a base for all
employers. Each employer is affected by the consolidated rate that applies to all employers,
and then by their individual Past Service Rate. The TOTAL employer rate is usually higher
because or Past Service Rate. For instance, the State of Alaska Total rate for FY 04 is 7.75%;
the Total State rate is 12.75% for FY05 (because of the 5% cap). The actual total calculated
rate was 25.71% if the cap was not in effect.

The spreadsheet applies this average rate to reported salaries and other includable taxable
compensation. The calculated savings are derived through comparing the salaries reported
with the change in rate from the base. This gives the gross savings due only to the component
of the change in the average rate for all employers.

In the last two columns there is a reflection of the actual drop in contributions. The rise in past
service costs, changes in employee base, etc. will offset some of the calculated savings,
because what was saved has been used for other payroll purposes. The last column gives a
net savings after all factors. In very simple terms, while calculated total savings from the base
year were $463 million (using a 3% total payroll increase factor for FY 04 - merit plus growth),
employers at least saved $360 million because other costs absorbed a portion of the "savings."

No employer was given a rebate of actual cash; that is prevented by statute. Some employers
had found themselves in an over funded condition, even after considering past service costs,
and they went to very low to even 0.00% employer contribution rates.

PERS rate reduction were pushed because they generated savings that all employers could
point to. It generated savings for legislative budget purposes. (The rate lowering also made a
good argument for granting post retirement pension adjustments and at the same time showing
legislative budget reductions). The savings generated to employers were quite reel.

TRS

TRS, because it is a multiple employer cost sharing system, has used a more uniform rate
(basically disregarding for the most part the investment gains or losses). TRS employer rates
were FY 1993-2001 at 12%, FY 2002 and 2003 was 11%, FY 2004 back to 12%, and FY 2005
set at 16%. Calculated rates were usually higher, and lower for several years due to "boom"
earnings, but quickly reversed when the market collapsed.

TRS did have savings from the 1% change in 2002 and 2003. For 2002, total TRS payroll was
$558 million (updated for changes through 12/03) - which translates to a $5.5 million savings in
employer contributions for 2002, and near the same amount in 2003. A total savings of just
over $11 million during the two year 1% drop period.

Januarv 2004



Public Employees' Retirement System
Average Employer Contribution Rate & Payroll

Savings Due To Lower Employer Contributions - FY 98 - FY 04

Fiscal
Year

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

Payroll

State AK
Only

(actual data)
619,492,911
617,556,456
622,044,248
640,906,256
601,362,372
681,818,488
701,531.848
722,577,803

744,255,138

766,502,792

Percent
Change
From PY

-0.31%
0.73%
3.03%
3.19%
3.09%
2.89%
3.00% C
3.00% C

3.00% C

Payroll

All

Others

(actual data)
602,373,652
611,578,056
613,394,989
642,642,366
650,548,849
678.455,331
700,820,331
721,844,941

743,500,289

765,805,298

Percent
Change
From PY

1.53%
0.30%
4.77%
2.79%
2.71%
3.30%
3.00% C
3.00% C

3.00% C

A « Rovised August 29,1997 to 8.00% from a prior ralo of 11.90%
B - Because ol Y2K Transition of Computer Systom, used 50\ 50 prior, after FY.
C - Estimate ol an incroaso amount lor future (roundod avo. ol 99-02 incroaso - 3.0% - updatod from 1.5% usod in earlior vorsion); and last yr. total cost lor purposos of equal comparison
D-1 - Savings tiasod on lower avorago rnto applied to all omployors
D-2 « Actual drop in omployor contribulions compared to tho high; AFTER individual past sorvico cost incroasos, othor hiring, and all olhor factors, unrolnled to lowering base rate.

Div. Ol Retirement & Bonofits

1/29/04 14:19

Payroll

Total

1,221,866,563
1,229,134,512
1,235,439,237
1,283,548,622
1,321,911,221
1,360,273,819
1,402,352,179
1,444,422,744
1,487,755,427

1,532,388,090

PERS
Board
Adopt
Avo
ER
Cont.
Rate
12.82%
12.14%
8.00% A
7.74%
7.74%
7.40%
6.75%
6.75%

6.77%

11.77%

Ctig
From
FY 97
Base

-4.14%
-4.40%
-4.40%
-4.74%
-5.39%
-5.39%
-5.37%

-0.37%

Calculated
State of
Alaska
Change

(25,752,632)
(28,199,875)
(29,099,944)
(32,318,196)
(37,812,567)
(38,946,944)

(39,966,501)

(232,096,659)

Calculated
All Othor
PERS
Employer
Chango

(25,394,553)
(28,276,264)
(29,064,149)
(32,158,783)
(37,774,216)
(38,907,442)

(39,925,966)

(231,501,372)

Calculated
Total
Employor
Conlrib.
Less

Due To
Base
Change

(51,147,184)
(56,476,139)
(58,164,094)
(64,476,979)
(75,586,782)
(77,854,386)

(79,892,466)

(463,598,031)

D-1

Actual
Total
Employer
Contrib

154,599,000
112,384,000
109,938,000
107,596,000
96,484,000
94,769,000
99,198,000

102,173,940 C
esl.

Actual
Chango

In Total Not
ER Contrib
(includes
all
changes)

(42,215,000)
(44,661,000)
(47,003,000)
(58,115,000)
(59,830,000)
(55,401,000)

(52,425,060) C
ost.

(359,650,060)

D-2



Public Employees' Retirement System
Average Employer Contribution Rate & Payroll

Savings Due To Lower Employer Contributions - FY 98 - FY 04

Fiscal
Year

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

Payroll

Stato AK
Only

(actual data)
619,492,911
617,556,456
622.044,248
640,906,256
661,362,372
681,818,488
701.531.848
722,577,803

744,255,138

766,582,792

Percent
Change
From PY

-0.31%
0.73%
3.03%
3.19%
3.09%
2.89%
3.00% C
3.00% C

3.00% C

Payroll

All

Others

(actual data)
602,373,652
611,578,056
613.394,989
642,642,366
660,548,849
678.455,331
700,820,331
721,844,941

743.500,289

765,805,298

Percont
Change
From PY

1.53%
0.30%
4.77%
2.79%
2.71%
3.30%
3.00% C
3.00% C

3.00% C

A - Revised August 29, 1997 to 8.00% Irom a prior rato ol 11.90%
B - Because ol Y2K Transition ol Compuler System, used 50\ 50 prior, after FY.
C - Estimate ol an increase amount lor (uturo (rounded eve. ol 99-02 incroaso - 3.0% - updated Irom 1,5% used in earlier version); and last yr. total cost lor purposes ol equal comparison
D-1 - Savings based on lower average rate applied to all employers
D-2 - Actual drop in employer contributions compared to the high; AFTER individual past service cost Increases, othor hiring, and all other factors, unrelated to lowering base rate.

Div. Ol Retirement 0 Benolits

1/29/04 14:19

Payroll

Total

1,221,866,563
1,229,134,512
1,235,439,237
1,283,548,622
1,321,911,221
1,360,273.819
1,402,352,179
1,444,422,744
1,487,755,427

1,532,388,090

PERS
Board
Adopt
Ave
ER
Cont.
Rate
12.82%
12.14%
8.00% A
7.74%
7.74%
7.40%
6.75%
6.75%

6.77%

11.77%

Chg

From
FY 97
Base

-4.14%
-4.40%
-4.40%
-4.74%
-5.39%
*5.39%
*5.37%

*0.37%

Calculated
Stale ol
Alaska
Chango

(25,752,632)
(28,199,875)
(29,099,944)
(32,318,196)
(37,812,567)
(38,946,944)

(39,966,501)

(232,096,659)

Calculated
All Oilier
PERS
Employer
Change

(25,394,553)
(28.276,264)
(29,064,149)
(32,158,703)
(37.774,216)
(38,907,442)

(39,925,966)

(231,501,372)

Calculated
Total
Employer
Conlrib.
Less

Due To
Base
Change

(51.147.184)
(56,476,139)
(58.164,094)
(64,476.979)
(75,586,782)
(77,854,386)

(79,89° 466)

(463,598,031)

D-1

Actual
Total
Employer
Conlrib

154,599,000
112,384,000
109,938.000
107,596,000
96,404,000
94,769,000
99,198,000

102,173,940 C
esl.

Aciual
Chango

In Total Net
ER Contrib
(includes
all
changes)

(42,215,000)
(44,661,000)
(47,003,000)
(50,115,000)
(59,830,000)
(55,401.000)

(52,425.060) C
est.

(359,650,060)

D-2



Public Employees' Retirement Systom (PERS)

Average Employer Contribution Rote & Payroll
Actlvo Employers as of FY 02

Savings Due To Lower Average Employer Rato
FY 98 -FY 04

Division ot Retirement & Banefils
2/13/200111:55

ER
Fund ~ Num  Employer

PERS 208 AKUTAN, CITY OF
PERS 255 ALASKAGATEWAY SO

PERS 152 ALASKAHOUSING FINANCE CORPORATION

PERS 106 ALASKAMUNICIPAL LEAGUE

ALASKA. STATE OF
PERS 207 ALEUTIAN HOUSING AUTHORITY
PERS 102 ALEUTIANREGION SD
PERS 230 ALEUTIANS EAST BOROUGH
PERS 244  ALEUTIANS EAST BOROUGH SO
PERS 245 ALEUTIANS WEST CRSA
PERS 259 ALLAKAKET, CITY OF
PERS 203 ANCHORAGE PARKING AUTHORITY
PERS 111 ANC
PERS 173 ANCHORAGE, MUNICIPALITY OF
PERS 209 ANCHORAGE TELEPHONE UTILITIES
PERS 283 ANDERSON, CITY OF
PERS 289 ANGOON. CITY OF
PERS 103 ANNETTE ISLAND SD
PERS 243 ATKA, CITY OF
PLRS 201 BARANOF ISLAND HA
PERS 171 BARROW, CITY OF
PERS 219 BARTLETT REGIONAL HOSPITAL
PERS 104 BERING STRAIT SD
PERS 232 BERING STRAITS CRSA
PERS 270 BERING STRAITS RHA
PERS 136 BETHEL, CITY OF
PERS 144 BRISTOL BAY BOROUGH
PERS 184 BRISTOL BAY BOROUGH SD
PERS 223 BRISTOL BAY RHA

SD
PERS 262 COOK INLET HOUSING AUTHORITY
PERS 224 COPPER RIVER BASIN RHA
PERS 112 COPPER RIVER SD
PERS 185 COROQVACITY SD
PERS 163 CORDOVA COMMUNITY MEDICAL CENTER
PERS 148 CORDOVA, CITY OF
PERS 204 CRAIGCITY SD

CRAIG, CITY OF
PERS 282 DELTAJUNCTION, CITY OF
FERS 240 DELT/VGREELY SD
PERS 258 QENALI BOROUGH
PERS 118 DENALI BOROUGH SD
PERS 205 DILLINGHAM CITY SD

FY %3

Tolol
Eamings
233,982
950.149
12,329.208
232,892
622.044,248
25519
83,314
358,259

6BG

12161837

983,343
18034

704,048
10,395,715
5,573,090
64,643

990,657

1,045,317
76470
500.767
1,073,249

Rate drop
Irom 97 Base
4.14%
FY 98 FY 99
SAVINGS  Total
Eamings
9,687 187,904
39.336 1.038,0%
510429 12,821,180
9,642 249,7
25.752.632  640,906.256
9,338 320,108
3656 157,419
14832 488,731
28410 858,005
133% 40,29
1126 6,205
30.39% 743,954
2359853 64,341,972
3,947.279 102 107 266
503.500
0 )
0 -
40,710 793,025
747 49,696
0 72,629
29,148 819,439
430383 11,224,724
230.726 5,718,351
2,676 571
25.090 699,032
131.G4 3,521,367
61.567 1,436,328
24,898 768,375
29,666 859,532
28.220 751,535
10,824 400,191
31,003 1,008,060
0977 280,594
40,736 938.C34
23,625 654,970
61,667 1,559,738
964 1,705,901
19,375 406,930
41,018 1,095,067
43276 1,256, 070
106 92,262
24,458 633.222
44433 1,207,533

Rale drop
from 9748aso

40%
FY 99
SAVINGS

8.268

FY 00
Tolal
Eamings

224,785
1,039,395
13,302,955
672

31417
834,864
68,382,086
101520, 988
0

0
725,806
49,035
11,739

1,120,950
0

1,107,147
116,853

084,920
1121775

Rato drop
Irom 97 Base
4.40%

FY 00
SAVINGS

49,358

Fy 01
Tolal
Earnings

261 666

13 784 729
251583
681,818,488

179,862
625,680
834,414
49023
56,628
925,774
12,422,200
100,952,712

7219%

657,786
48373
853,748
15512237
6.405,620

736.618
1,036,017

Rale drop
from 97 Base

FYoL
SAVINGS

431
3432812
4,785,158

342

0
31179
2,293
7,150
40,468
735,280
303.626

FY 02
Tolal
Earnings

204,162
1,310,423
14119271
283,665
701,531,848
463,00

134,678
894.043

64,634.105
117,039,389

35532
282,259
117,072
65,598
418,305

%1,
15749772
6.48

1,118,566

Rale drop

[rom 97 Base

5.39%

FY 02
SAVINGS

1,915
15214
60.210

FY 0
Total
Eamings

300%
3

272,087

428791
129,713
660,605
1048875
650,892
219756
2,442,889
506 526
1,161,105
592911

1,152,123



Public Employees' Retirement System (PERS)

Average Employer Contribution Rate & Payroll

Active Employers as of FY 02

Savings Due To Lower Average Employer Rate

Fund

FY 98 -FY 04
Division ol Retircmen! 8 Benefits
21372004

i

Employer

DILLINGHAM. CITY OF

EGEGIK, CITY OF

ELIM, CITY OF

FAIRBANKS MUNICIPAL UTILITIES SYSTEM
FAIRBANKS NORTH STAR BOROUGH
FAIRBANKS NORTH STAR BOROUGH SD
FAIRBANKS. CITY OF

FORT YUKON, CITY OF

GALENACITY'SD

192 GALENA CITY OF

HAINES BOROUGH

HAINES BOROUGH SD

HOMER, CITY OF

HOONAH CITY SD

HOONAH. CITY OF

HOOPER BAY, CITY OF

HUSLIA. CITY OF

HYDABURG CITY SD

IDITAROD AREA SD

ILISAGVIK COLLEGE

INTERIOR RHA

INTER-ISLAND FERRY AUTHORITY
JUNEAU BOROUGH SD

JUNEAU, CITY AND BOROUGH OF
KACHEMAK, CITY OF

KAKE CITY $D

KAKE, CITY OF

KALTAG, CITY OF

KASHUNAMIUT SD

KENAI PENINSULA BOROUGH
KENAI PENINSULA BOROUGH SD
KENAI, CITY OF

KETCHIKAN GATEWAY BOROUGH
KETCHIKAN GATEWAY BOROUGH SO
KETCHIKAN, CITY OF

KING COVE, CITY OF

KLAWOCK CITY SD

KLLWOCK, CITY OF

KODIAK ISLAND BOROUGH
KODIAK ISLAND BOROUGH SD
KODIAK. CITY OF

KOTZEBUE. CITY OF

KOYUK, CITY OF

KUSPUK SD

LAKE AND PENINSULA BOROUGH

FY 98
Total
Eamings

390,716

80,669
189,907
1,386,063
5,228,466
522429
7,813,314
21729913
18,387
279.582

25,117

246-1501

1,709,288
249/535

Rale drop
(rom 97 Base
4.14%
FY 98
SAVINGS

FY 9
Total
Eamings

1.845.799
25,565
67,990

14,024,941
20,677.408
7,195,170
154438
1,193552
973,734
1,338,685
546,991
3,225,336
5-15667
467,776
70,573
160,871
1,666,965
5728137
135472

9873578
126982712
4,351,433

1,94928
242,070

Rnlo drop
from 97 Baso
4.40%
FY 99
SAVINGS

81,215
1,125
2,992

0
617,097

FY00
Total
Eamings

1977.101
62,478

90,587
0

4326.376
5.050,021
2,617,605

0
1973304

291,763

Rale drop
from 97 Bnso
4.40%

FY00

SAVINGS

BG.992
2,749
3,986

0

FY Ol
Tolal
Eamings

2108403
99,391
113184
15,062,681

569,919

81,219
143.820
1,676,850
5,016,799
1162933

7,774,815
1568

2074126

1,997,380
341,455

Rale drop
[rom 97 Bnso
4.74%
Fy 01
SAVINGS

99,938
4711
5,365

0
713971
1.057,332
307,940

94,670
16,185

FY 02
Tolal
Earnings

2.160.968
89.782
160,588

15353714

Rale drop
I[rom 97 Base

FY 02
SAVINGS

116476
4839
8,656

827,565
1177171

Tolal
Eamings

2,225797
92475
165,406

15.614.325
22495,108

2,086,199
597,873



Public Employees' Retirement System (PERS)
Average Employer Contribution Rato & Payroll
Active Employers as of FY 02
Savings Due To Lower Average Employer Rato
FY 98 -FY 04
Division ol Retirement & Benefits
2/13/2004 11:55

ER
Fund  Num Employer
LAKE AND PENINSULA BOROUGH SD
LOWER KUSKOKWIM SD
LOWER YUKON SD
MATANUSKA-SUSITNA BOROUGH
MATANUSKA-SUSITNA BOROUGH SD
NENANACITY SD
PERS 193 NENANA, CITY OF

NOME CITY SD
NOME JOINT UTILITY SYSTEM
NOME. CITY OF
NOORVIK, CITY OF
NORTH PACIFIC FISHERY MGMT COUNCIL
NORTH PACIFIC Rl
NORTH POLE, CITY OF
NORTH SLOPE BOROUGH
NORTH SLOPE BOROUGH SD
NORTHWEST ARCTIC BOROUGH
NORTHWEST ARCTIC BOROUGH SD
NORTHWEST INUPIAT HOUSING AUTHORITY
PALMER. CITY OF
PELICAN CITY SD
PELICAN, CITY OF
PETERSBURG CITY SD
PETERSBURG MEDICAL CENTER
PETERSBURG, CITY OF
PRIBILOF SD

UINHAGAK CITY OF
216 RUBY, CITY OF
SAINT GEORGE, CITY OF
SAINT MARY'S SD
SAINT MARY'S. CITY OF
SAINT PAUL. CITY OF

SAND POINT. CITY OF
SAXMAN SEAPORT
SAXMAN, CITY OF
SELAWICK, CITY OF
SELOOVIA. CITY OF
SEWARO, CITY OF
SITKA BOROUGH Sv
SITKA COMMUNITY HOSPITAL
SITKA. CITY AND BOROUGH OF
SKAGWAY CITY SD
SKAGWAY, CITY OF
SOLDOTNA. CITY OF
SOUTHEAST ISLAND SO

FY 90
Tolal
Earnings

5,541,4%

1,600,042
117646
84,076

764353
1510228
091429
457
27539
89974
480654
371,684
32769

1578,601
531576

57175
M3

2929249

704,397

Rale drop
Irom 97 Baoo
4.14%

FY 98

SAVINGS

77,906

121,271
59,609
122.49%
234,747
7,341
31.557
83,837
29,162

FY 9
Tolal
Eamings

2,418.430

75473

2,870,660
721

3, 108 170
5917,364
225,330
634,402

2,246,716
738,839

4,
FY 99
SAVINGS

Rato drop
from 97 Base

40%

106411
716,422
201,841

2 509

FY 00
Tolal
Eamings

2,240,925
163778-14
171,596,781

0,407,703
0

1,959,812
101,501
éL26,428

Ralo drop
Irom 97 Base
4.40%

FY00
SAVINGS

08,601
720616

216,151
10,484

33
98,528

29,152

FY01
Total
Eumings

2,063,419
16,472,962
64

6,008526
2077.975
78,285

146,983
848,962
2524737
32101163
50 7-14

50 47
94.305
360,053
215772

586,202

Ralo drop
Irom 97 Bnso
4.74%
FY 0L
SAVINGS

97.806
780,818
210,337
382168
780,1%

35

105,788
21,189

FY 02
Tolal
Eamings

2325,155
151210&5282%
8,776,404
17,631,217

Ralo drop

from 97 Base

FY 02
SAVINGS

125,326

819,312

225,422

473,048

950,323
46

Tolal
Earnings

2,394910



Public Employees' Retirement System (PERS)
Average Employer Contribution Rato & Payroll

Active Employers as of FY 02

Savings Due To Lower Avorage Employer Rato

FY 98 -FY 04

Division of Retirement & Bonellls
2/13/2004 11:

Employer

SOUTHEAST REGIONAL RESOURCE CENTER
SOUTHWEST REGION SCHOOL DISTRICT (SD
SPECIAL EDUCATION SERVICE AGENCY
TANANA SD

TANANA, CITY OF
THORNE BAY, CITY OF
TLINGIT-HAIDA RHA

TOKSOOK BAY. C'TY OF
UNALAKLEET, CITY OF

UNALASKA CITY SD

UNALASKA, CITY OF

UNIVERSITY OF ALASKA

VALDEZ CITY SD

VALDEZ, CITY OF

WASILLA, CITY OF

WHITTIER. CITY OF

WRANGELL PUBLIC SD
WRANGELL, CITY OF

YAKUTAT SD

YAKUTAT, CITY AND BOROUGH OF
YUKON /KOYUKUK SO

YUKON FLATS SD

TERMINATED EMPLOYERS & OTHER
TOTALPERS

FY 93
Total
Eamings

1,088,290
23%06-12
371,530
244035
295.760
203439

297,253
538,339
7,421.164
72,337,665
64

14,266,913

Ralo drop
from 97 Base
4.14%

FY 98

SAVINGS

76830

FY 99
Tolal
Eamings

1,180.108

321,251
607,589
7,465,764
74,253 270
90

4,359,137

13,903,462

1235439237 50.556,534  1,283,548,622

Note A -Represents annual eamings from PERS Actuarial Valuation supglement

cause of numerous chanél%s5 Ina year since base estal

Be
Nolo B «To update FY 02 base lo FY 04 an
Rounded Avo. ol FY 99-02 Increase, 3.0%; accounls (orsalary and growth.
Nolo C -The AVERAGE employer rale Increase applied lo all employers; by Board action.

Individual emplover rale may have gone

Ralo drop
from 97 Bnso
4.40%
FY 99 FY00
SAVINGS  Tolal
Eamings
51.925 1,331,802
123385 304017
16.665 ,
9,482 167,624
13,267 254,111
11,921 227,406
35,462 1,235,670
14,135 268,780
26,734 640,7

28/98 !
29818 765,024
%351 2214108
0%
1989 398130
B8 18T
270 163505
7,186,188

55,864,387  1.321,911,221

lished, some omployers have shilled around.

_ 16[) because ol past service cost relaled lo specific employer added on.
Note D -Adjusted (or Tenninatcd employers, FY 98,99,00.

Ralo drop Ralo drop
from 97 Bnso from 97 Base
440% 4.74%
FY00 FYO1 FY 0L FY 02
SAVINGS Total, SAVINGS  Tolal
Eamings Eamings

58,599 1,483,496 70318 1535777
133,058 3,243.832 153760 2,540,714
186-14 468,706 22217 449,505

1,375 119,750 5,676 143139
11181 206,689 9,797 199,643
10,006 183,880 8.716 256,748
54,369 1,665,380 78,939 1,7%35,%84

97421 2,238.419 106101 2226452

115,387 19,689 344,955
345,369 16,370 402,871
81,300 1972.762 93509 1945463
71,944 1,617,232 76,657 1165980

A A
ST84T901 1360273819 64,476,979 1,402,352,179

Rale drop
(tom 97 Base
5.39% 3.00%
Fv 02 FY 03
SAVINGS  Total
Eamings
82,778 1,581,850
13694 261693
24.228 990

%,109 1,836,597
840 16,05
13002 249,600
45.757 874,392
470.21 8.985.562

165526 103,
46.701 892.
40,638 776,572

120006  2,293.246
18,593 355,304
21,715 414,957

104860 2003827
62,846 1,200,959

VA

75,586,782 1,444,422,744



Public Employees' Retirement System (PERS)
Average Employer Contribution Rato & Payroll
Active Employers as of FY 02

Savings Due To Lower Average Employer Rale CALCULATED

~ FY98-FYO04 _ Rato drop Ralodrop  EMPLOYER
Division of Retirement & Benefits from 97 Baso Irom97Basa  REDUCED

2/13/2004 11:55 5.30% 3.00% 0.37%  CONTRIB.
FY 03 FY 4 FY 4 DUETO
ER SAVINGS  Tolal SAVINGS BASE

Fund  Num Employer Eamings CHANGE
PERS 208 AKUTAN, CITY OF 14,665 280,249 15049 84.201
PERS 255 ALASKAGATEWAY SD 72,151 1,390.228 74.655 398.112
PERS 152 ALASKAHOUSING FINANCE CORPORATION 783860 14,979,135 804,380 4,662,555
PERS 106 ALASKAMUNICIPAL LEAGUE 15,748 300,940 16,160 90,784
PFRS 101 ALASKA. STATE OF 38946944 744255138  39,966.501 232.096.659
PERS 267 ALEUTIAN HOUSING AUTHORITY 25,705 491,206 20,378 147.070
PERS 162 ALEUTIAN REGION SD 1411 142,880 1,673 48,937
PERS 230 ALEUTIANS EAST BOROUGH 49.C35 948,490 50,934 239,2F9
PERS 244  ALEUTIANS EAST BOROUGH SD 59419 1135471 60,975 34T 5
PERS 245 ALEUTIANS WEST CRSA 2,167 52876 2,839 15-0
PERS 259 ALLAKAKET, CITY OF 2,518 48114 2,584 13U12
PERS 203 ANCHORAGE PARKING AUTHORITY’ 51,955 992:831 53.315 299,457
PERS 111 ANCHORAGE SD 3588292 68,570,322 3,682,226 22,386,820
PERS 173  ANCHORAGE, MUNICIPALITY OF 6497676 124,167,038 6,667,773 37,106,348
PERS 209 ANCHORAGE TELEPHONE UTILITIES 503.500
PERS 283 ANDERSON. CITY OF 1973 37.696 2,024 934
PERS 289 ANGOON, CITY OF 15,670 299,449 16,080 46,964
PERS 103 ANNETTE ISLAND SD 62016 1185102 63,640 324,620
PERS 243 ATKA, CITY OF 3,642 69,593 3,137 18.29%
PERS 281 BARANOF ISLAND HA 23223 443,780 23831 84.863
PERS 171 BARROW, CITY OF 52811 1,009,192 54194 300,762
PERS 219 BARTLETT REGIONAL HOSPITAL 874,380 16,708,933 897,270 4,868,326
PERS 104 BERING STRAIT SD 360186 688295 369,615 2,132,182
PERS 232 BERING STRAITS CRSA 3483 66,553 3574 20973
PERS 270 BERING STRAITS RHA 54840 1047961 56.270 293.708
PERS 136 BETHEL, CITY OF 231121 4416589 3111 1,363,819
PERS 144 BRISTOL BAY BOROUGH 69677  13314% 71,501 474170
PERS 184 BRISTOL BAY BOROUGH SD 35,607 680,423 36,539 229,
PERS 223 BRISTOL BAY RHA 56534 1,080,341 58,014 330,
PERS 105 CHATHAMSD 35,083 670,419 36.001 219.351
PERS 121 CHUGACH SD 11,845 226,348 12,155 99.599
PERS 262 COOK INLET HOUSING AUTHORITY 131672 2,516,176 135,119 011,976
PERS 224 COPPER RIVER BASIN RHA 21.302 521,722 28,016 159,813
PERS 112 COPPER RIVER SD 62588 119,020 64,226 3/1979
PERS 185 CORDOVACITY SD 31,958 610.699 32,795 202,532
PERS 163 CORDQOVA COMMUNITY MEDICAL CENTER 128e07 2401434 132,179 706,541
PERS 148 CORDOVA, CITY OF %,723 1848332 99,255 612,410
PERS 204 CRAIGCITYSD 55,368  1,058047 56,817 278835
PERS 180 CRAIG, CITY OF 92,751 1,772,418 9,173 470,857
PERS 282 DELTAJUNCTION. CITY' OF 3.357 64,159 3,445 11436
PERS 246 DELTA/GREELY SD 40,726 892,916 47,950 332,719
PERS 258 DENALI BOROUGH 28,958 553,364 29,716 105,859
PERS 118 DENALI BOROUGH SD 42,949 820,728 44,073 246,001

PERS 205 DILLINGHAMCITY SD 62099 1,186,687 63,725 382,144



Public Employees' Retirement System (PERS)
Average Employer Contribution Rate & Payroll

Active Employers as of FY 02

Savings Duo To Lower Avorago Employor Roto

Fy 98 -FY 04

Division ot Retireinont & Benefits

13/2004 11:55

Employer

DILLINGHAM CITY OF

EGEGIK, CITY OF

ELIM, CITY OF

FAIRBANKS MUNICIPAL UTILITIES SYSTEM
FAIRBANKS NORTH STAR BOROUGH
FAIRBANKS NORTH STAR BOROUGH SD
FAIRBANKS. CITY OF

FORT YUKON. CITY OF
GALENACITY SD

GALENA. CITY OF

HAINES BOROUGH

HAINES BOROUGH SD

HOMER. CITY OF

HOONAH CITY SD

HOONAH, CITY OF

HOOPER BAY. CITY OF

HUSLIA. CITY OF

HYDABURG CITY SD

IDITAROD AREA SD

ILISAGVIK COLLEGE

INTERIOR RHA

INTER-ISLAND FERRY AUTHORITY
JUNEAU BOROUGH SD

JUNEAU. CITY AND BOROUGH OF
KACHEMAK, CITY OF

KAKE CITY SD

KAKE. CITY OF

KALTAG. CITY OF

KASHUNAMIUT SD

KENAI PENINSULA BOROUGH
KENAI PENINSULA BOROUGH SD
KENAI, CITY OF

KETCHIKAN GATEWAY BOROUGH
KETCHIKAN GATEWAY BOROUGH SD
KETCHIKAN, CITY OF

KING COVE. CITY OF

KLAWOCK CITY "D

KLAWOCK, cr, r OF

KODIAK ISLAND BOROUGH
KODIAK ISLAND BOROUGH SD
KODIAK, CITY OF

KOTZEBUE. CITY OF

KOYUK, CITY OF

KUSPUKSD

LAKE AND PENINSULA BOROUGH

Rate drop
Irom 97 Base
5.39%

FY 03

SAVINGS
119970
4984
8,915
852,392

12,
32,225

3.00%
FY 04
Tolal
Earnings
2,292,571
9,2
170,368

16,288,755
23,169, 5§

Ralo drop
from 97 Base
5.37%

FY 04
SAVINGS

123111
5115
9,149

874,706
1,244,221
308, ie-|
15459
164

CALCULATED

EMPLOYER
REDUCED
CONTRIB.
DUE TO
BASE
CHANGE



Public Employees’ Retirement System (PERS)

average Employer Contribution Rate & Payroll
Active Employers as of FY 02

Savings Due To Lower Avorago Employer Rato

FY 90 -FY 04 _
Division ol Retirement & Benefits
2/13/2004 11:55

ER
Fund ~ Nun) Employer

PERS 164 LAKE AND PENINSULA BOROUGH SD
PERS 157 LOWER KUSKOKWIM SD
PERS 153 LOWER YUKON SD
PERS 109 MATANUSKA-SUSITNA BOROUGH
PERS 110 MATANUSKA-SUSITNA BOROUGH SD
PERS 190 NENANACITY SD
PERS 193 NENANA, CITY OF
PERS 149 NOMECITY SD
PERS 175 NOME JOINT UTILITY SYSTEM
PERS 139 NOME. CITY OF
PERS 241 NOORVIK, CITY OF
PERS 170  NORTH PACIFIC FISHERY MGMT COUNCIL
PERS 276 NORTH PACIFIC RIM HA
NORTH POLE, CITY OF
PERS 145 NORTH SLOPE BOROUGH
PERS 161 NORTH SLOPE BORQUGH SD
PERS  22i  NORTHWEST ARCTIC BOROUGH
PERS 154 NORTHWEST ARCTIC BOROUGH SD
PERS 288 NORTHWEST INUPIAT HOUSING AUTHORITY
PERS 134 PALMER, CITYOQ
PERS 257 PELICAN CITY SD
PERS 200 PELICAN CITY OF
PERS 226 PETERS
PERS 187 PETERSBU RG MEDICAL CENTER
PERS 143 PETERSBURG, CITY OF
PRIBILOF SD
PERS 266 QUINHAGAK, CITY OF
PERS 216 RUBY, CITY OF
PERS 250 SAINT GEORGE, CITY OF
PERS 221  SAINT MARY'S SD
PERS 214  SAINT MARY'S, CITY OF
PERS 172 SAINTPAUL, CITY OF
PERS 176 SAND POINT, CITY OF
PERS 218 SAXMAN SEAPORT
PERS 193 SAXMAN, CITY OF
PERS 222 SELAWICK, CITY OF
PERS 286 SELDOVIA, CITY OF
PERS 18 SEWARD, CITY OF
PERS 133 SITKABOROUGH SD
PERS 165 SITKA COMMUNITY HOSPITAL
PERS 120 SITKA. CITY AND BOROUGH OF
SKAGWAY CITY SD
PERS 132 SKAGWAY, CITY OF
PERS 123 SOLDOTNA, CITY OF
PERS 1% SOUTHEAST ISLAND SD

Ralo drop
from 97 Base

5.3%% 3.00%
FY
SAVINGS

FY 03 FY 4
SAVINGS  Tolal
Eamings

129086 2,466.757
813691 16,126,303
232185 4436927
487240 9,310,887
978,832 18,704,958

47,682 911.182

19042 363,876
72,151 1,378,768
49,885 953,213

32,500 621,0
1525 29,133
6.044 115,490

18,648 356,362

20,861 398,642

69,615 330,
38,610 137,818

900 37.
21,150 404.162
3914 75315
4.908 93,787

71229 1361141
136982 2,617,658
49,536 946,608

Ralo drop

from 97 Base

5.37%

132,465

calculated
EMPLOYER

267,074



Public Employoos' Retirement System (PERS)

Average Employor Contribution Rale & Payroll
Active Employers as of FY 02

Savings Due To Lower Average Employer Rato

~ FY98-FY 04 _
Division ol Retiremen! & Benefits
2132004 11

ER
Fund ~ Num Employer

PERS  1C7  SOUTHEAST REGIONAL RESOURCE CENTER
PERS 102 SOUTHWEST REGION SCHOOL DISTRICT (SD
PERS 218 SPECIAL EDUCATION SERVICE AGENCY
PERS 165 TANANASD

169  TANANA, CITY OF
PERS 206 THORNE BAY. CITY OF
PERS 279 TLINGIT-HAIDARHA
PERS 280 TOKSOOK BAY. CITY OF
PERS 249 UNALAKLEET. CITY OF
PERS 209 UNALASKACITY SD
PERS 179 UNALASKA CITY OF
PERS 113 UNIVERSITY OF ALASKA
PERS 137 VALDEZCITY SD
PERS 107 VALDEZ CITY OF
PERS 131 WASILLA, CITY OF
PERS 202 WHITTIER, CITY OF
PERS 146 WRANGELL PUBLIC SD
PERS 135 WRANGELL, CITY OF
PERS 264 YAKUTATSO

YAKUTAT, CITY AND BOROUGH OF

PERS 160 YUKON/KOYUKUKSD
PERS 159 YUKON FLATS SD

TERMINATED EMPLOYERS & OTHER
TOTAL PERS

Nolo A -Represents annual earnings Irom PERS Actuarial Valualli
Because o( numerous changes in a year since ba;
Noto 8 -To updaie FY 02 base lo FY 04 and 05 .
Rounded Avo. of FY 99-02increase, 3.0%; accoui
Nolo C ~The AVERAGE employer role Increase applied lo all cmp
_ Individual employer ralo may have gone up becau

Nolo O -Adjusted for Terminated employers, FY 98,99, 00.

Ralo drop
[rom 97 Base
5.39%
FY 03
SAVINGS

85.262
141053

22,306
108,006
64,732

77,854,386

Roto drop
from 97 Baso
3.00% 537%
FY 4 FY 4
Total SAVINGS
Earnings
1,629,306 87,4%
2,695,443 144,745
476,880 25,608
151,856 8,155
211801 11,374
212,384 14627
1,891,69% 101,584
16,540 3
257,088 13,806
900,623 48,363
9,255,129 497,
158. 5,861,805
1,621,570 87,078
4,797,498 257,626
3,258,015 174,955
919.2 49,361
799,°,69 42,953
2,302,043 126,842
365,963 19,652
427,406 22,957
2.063,942 834
1236988 66,426
A
1,487,755,427 79,892,466

CALCULATED
EMPLOYER
REDUCED
CONTRIB.

CHANGE

181431
931877
147,700

453

79.708
85,511
465457
20,025
841

462,079,436
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Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Average Employer Contribution Rate & Payroll - Active Employers
ESTIMATED FY 05 Change in Employer Contribution - Sort By System \ Employer
Division of Retiremant & Benefits

Fund

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PEHS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

ER
Num

208
255
152
136
101
267
162
230
244
245
259
203
111
173
283
289
103
243
281
171
219
104
232
270
136
144
184
223
105

262
224
112
185
163
148
204
186
282
246
258

205
178
271
242
116
117
129
183
141
192
189
240
215
133

(B) Ave. inc.\yr.»:

(B) Ave.inc.\yr.»:

(A)

FY 02

Tolal
Employer Earnings
AKUTAN, CITY OF 264.152
ALASKA GATEWAY SD 1,310,423
ALASKA HOUSING FINANCE CORPORATION 14,119,271
ALASKA MUNICIPAL LEAGUE 283,655
ALASKA. STATE OF 701,531,848
ALEUTIAN HOUSING AUTHORITY 463,009
ALEUTIAN REGION SD 134,678
ALEUTIANS EAST BOROUGH 894,043
ALEUTIANS EAST BOROI'GH SO 1,070,230
ALEUTIANS WEST CRSA 43,841
A1l.LAKAKET, CITY OF 45,352
M“NCHORAGE PARKING AUTHORITY 935.833
ANCHORAGE SD 64.634,105
ANCHORAGE. MUNICIPALITY OF 117,039,389
ANDERSON, CITY OF 35,532
ANGOON. CITY OF 282,259
ANNETTE ISLAND SD 1,117,072
ATKA, CITY OF 65.598
BARANOF ISLAND HA 418.305
BARROW. CITY OF 951.2S0
BARTLETT REGIONAL HOSPITAL 15,749,772
BERING STRAIT SD C,487,845
BERING STRAITS CRSA 62.733
BERING STRAITS RHA 987,804
BETHEL. CITY OF 4,163,059
BRISTOL BAY BOROUGH 1,255.051
BRISTOL BAY BOROUGH SD 641,364
BRISTOL BAY RHA 1,018,325
CHATHAM SD 631,934
CHUGACH SsD 213,355
COOK INLET HOUSING AUTHORITY 2.371.737
COPPER RIVER BASIN RHA 491.773
COPPER RIVER SD 1.127.354
CORDOVA CITY SD 575,642
CORDOVA COMMUNITY MEDICAL CENTER 2,320,138
CORDOVA, CITY OF 1,742,230
CRAIG CITY SD 997.311
CRAIG, CITY OF 1,670,674
DELTA JUNCTION, CITY OF 60,476
DELTA/GREELY SD 841,659
DENALI BOROUGH 521.599
DENALI BOROUGH SD 773,615
DILLINGHAM CITY SD 1,118,566
DILLINGHAM. CITY OF 2.160.958
EGEGIK. CITY OF 89,782
ELIM, CITY OF 160,538
FAIRBANKS NORTH STAR BOROUGH 15.353,714
FAIRBANKS NORTH STAR BOROUGH SD 21.639,911
FAIRBANKS, CITY OF 5,409,556
FORT YUKON, CITY OF 271,347
GALENA CITY SD 2,888,249
GALENA, CITY OP 1,211,569
HAINES BOROUGH 1,869,294
HAINES BOROUGH SD 910,974
HOMER, CITY OF 4,347,392
HOONAH CITY SD 473,035

3.00S
3.00S

(Chg\Yr x 3 Yrs)
FY02-FYO05
Increase

Earn Est.

109.00%
109.00%
109.00°.i
109.00=i
109.00=i
109.00=i
109.00=5
109.00=0
109.00=5
109.00=i
109.00%
109.00S
109.00=5
109.00%
109.00=0
109.00%
109.00=5
109.00=i
109.00S
109.00=5
109.00=»
109.00=5
109.00=5
109,00=5
109.00=5
109.00=5
109.00=5
109.00S
109.00%
109.00=5
109.00=5
109.00-5
109.00=5
109.00=»
109.00=5
109.00=0
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=5
109.00=b
109.00=5
109.00=5
109.00=5
109 00=5
109.00=5
109.00=5
109.00'0

«<PERS»>
<«TRS >»
©)
FY 05
Estimated
Earnings

287.937
1,428,361
15.390,005
309,195
764.669,714
504,680
146,799
974.507
1,165,616
54,327
49,434
1.020,063
70,451,174
127.572.934
38,730
307,562
1,217,608
71,502
455,952
1.036,873
17,167,251
7,071.751
68,379
1,076,706
4,537,734
1,368,016
699,087
1,109,974
688,808
232,557
2.585,193
536,033
1,228.827
627,450
2,528,950
1,899,031
1,087,069
1,821,035
65,919
917,408
568,543
843,240
1,219,237
2.355,455
97.862
175.041
16.735.548
23805.503
5,865,416
205,768
3,141,191
1,320,610
2.037,530
992,962
4,738,657
515,608

01/30/04

5.0=/=
4.0==

Ave ER
Rate
Increase

5.0%
5.0%
5.0=/=
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0=/=
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5,0%
5.0%
5.0%
5.0%
5.0%
5.0%
50%
50%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
50%
5 0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%

11:04 am

(D)

©)

B

AVE
Increase
Dollars

14,397
71.418
769,500
15.460
38,233,485
25,234
7,340
48.725
58,331
2,716
2,472
51.003
3,522.559
6.378.647
1,536
15,383
60.880
3,575
22,798
51.844
858,363
353,588
3.419
53.835
226,887
68,401
34,954
55,499
34.440
11,028
129,260
26.802
01.441
31,372
126,448
94,952
54,353
91.052
3,296
45,870
28 427
42,162
60.962
117.773
4,893
8.752
836,777
1,190,275
294,821
14.783
157,410
66,031
101.877
49,648
236,933
25,780



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Average Employer Contribution Rate & Payroll - Active Employers
ESTIMATED FY 05 Change In Employer Contribution - Sort By System \ Employer
Division of Retirement & Benefits

Fund

PERS
PFRS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

ER
Num

199
285
235
168
124
275
263
284
103
126
260
265
277
237
211
180
190
115
122
177
181
151
251
227
174
158
123
140
287
125
247
164
157
153
109
110
196
193
149
175
139
241
170
276
191
145
161
220

288
134
257
200
228
187
143

(B) Ave. inc.\yr.»:
(B) Ave. inc.\yr.»:

Employer

HOONAH. CITY OF

HOOPER BAY. CITY OF

HUSLIA. CITY OF

HYDABURG CITY SD

IDITAROD AREA SD

ILISAGVIK COLLEGE

INTERIOR RHA

INTER-ISLAND FERRY AUTHORITY
JUNEAU BOROUGH SD

JUNEAU, CITY AND BOROUGH OF
KACHEMAK. CITY OF

KAKE CITY SD

KAKE. CITY OF

KALTAG. CITY OF

KASHUNAMIUT SD

KENAI PENINSULA BOROUGH

KENAI PENINSULA BOROUGH SD
KENAI CITY OF

KETCHIKAN GATEWAY BOROUGH
KETCHIKAN GATEWAY BOROUGH SD
KETCHIKAN, CITY OF

KING COVE. CITY OF

KLAWOCK CITY SD

KLAWOCK, CITY OF

KODIAK ISLAND BOhOUGH

KODIAK ISLAND BOROUGH SD
KODIAK. CITY OF

KOTZEBUE. CITY OF

KOYUK, CITY OF

KUSPUK SD

LAKE AND PENINSULA BOROUGH
LAKE AND PENINSULA BOROUGH SD
LOWER KUSKOKWIM SD

LOWER YUKONSD
MATANUSKA-SUSITNA BOROUGH
MATANUSKA-SUSITNA BOROUGH SD
NENANA CITY SD

NENANA. CITY OF

NOME CITY SD

NOME JOINT UTILITY SYSTEM
NOME. CITY OF

NOORVIK, CITY OF

NORTH PACIFIC FISHERY MGMT COUNCIL
NORTH PACIFIC RIM HA

NORTH POLE. CITY OF

NORTH SLOPE BOROUGH

NORTH SLOPE BOROUGH SD
NORTHWEST ARCTIC BOROUGH
NORTHWEST ARCTIC BOROUGH SD
NORTHWEST INUPIAT HOUSING AUTHORITY
PALMER. CITY OF

PELICAN CITY SD

PELICAN, CITY OF

PETERSBURG CITY SD
PETERSBURG MEDICAL CENTER
PETERSBURG. CITY OF

(A)

FY 02
Toial
Earnings

585,470
543,733
84,657
238,167
1,456.563
3,547,081
927,652
116.851
8,242.706
23,913,382
54,282
443,280
267,796
26,173
1.092.499
11,055,805
11,394,928
4.926.214
3,649,736
3,323,252
7,358,245
949.662
524,844
752,608
2.010,855
4,169,251
5,195,780
2,879,470
19,691
2,025,436
580,459
2,325.155
15,200.587
4.182.229
8.776,404
17.631,217
858.876
342,988
1.299,621
898,551
2,290,282
322.853
1,021,196
866,445
1,902.373
43,491.164
11,544,616
642,887
6.381.393
497,665
2.352.286
71,599
116,031
954.205
2.637,752
3.511,417

3.00%
300%

(ChgVYr x 3 Yrs)
FY02-FY05
Increase

Earn Esi.

109.00%
109.00%
109 00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00°/=
109.00%
109.00%
109.00%
105.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00°=
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
105.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
10900%
109.00' =
109.00%
109 00°=
109.00%

<«PERS>»
<«TRS »>
(©)
FY 05
Estimated
Earnings

638,162
592,659
92,276
259,602
1,587,654
3,975,318
1,011.141
127,368
8,984,550
26,065,586
59,167
483.175
291,898
28,529
1,190.824
12,062.817
12,420,472
5,369.573
3,978,212
3,622,345
8,020,487
1,035,132
572,080
820.343
2,191.832
4,544,484
5,663,400
3,138,622
21,463
2.207.725
632,700
2,534,419
16,568.640
4,558,630
9,566,280
19,218,027
936,175
373,857
1,416,587
979,421
2,496,407
351,910
1,113.104
944,425
2,073,587
47,405,359
12,583,631
700,747
6,955.718
542.455
2,563,992
78,043
126.474
1,040.083
2,8/5,150
3,827,477

01/30/04

5.0%
4.0%

Avo ER
Rale
Increase

5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.07=
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%

11.04 AM

(&)

D)

(E)

AVE
Increase
Dollars

31.908
29.633
4.614
12.380
79,383
198,755
50,557
6,358
449,227
1,303,279
2,958
24,159
14,595
1,426
59,541
603.141
621.024
268.479
198.911
181.117
401.024
51,757
28.604
41.017
109,592
227.224
283,170
155.931
1.073
110.386
31.635
126.721
828.432
227,931
478.314
960.901
46.809
18,693
70.829
48.971
124.820
17.595
55.655
47.221
103.679
2.370.268
629.182
35.037
347.785
27.123
128.200
3.502
6.324
52.004
143.757
191,374



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Average Employer Contribution Rate & Payroll - Active Employers
ESTIMATED FY 05 Change in Employer Contribution - Sort By System \ Employer
Division of Retirement & Benefits

Fund

PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS
PERS

TRS
TRS
TRS
TRS
TRS
TRS
TRS
TRS
TRS
TRS

ER
Num

156
266
216
256
221
214
172
176
278
198
222
286
182
133
165
120
225
132
123
155
167
102
218
166
169
206
279
280
249
209
179
113
137
107
131
202
146
135
264
248
160
159

737
766
758
780
701
770
752
742
758
771

(B)
)]

Employer

PRIBILOF SD

QUINHAGAK. CITY OF

RUBY, CITY OF

SAINT GEORGE, CITY OF
SAINT MARY'S SD

SAINT MARY'S, CITY OF

SAINT PAUL, CITY OF

SAND POINT. CITY OF

SAXMAN SEAPORT

SAXMAN, CITY OF

SELAWICK, CITY OF
SELDOVIA, CITY OF

SEWARD, CITY OF

SITKA BOROUGH SD

SITKA COMMUNITY HOSPITAL
SITKA. CITY AND BOROUGH OF
SKAGWAY CITY SD

SKAGWAY, CITY OF
SOLDOTNA, CITY OF
SOUTHEAST ISLAND SD
SOUTHEAST REGIONAL RESOURCE CENTER
SOUTHWEST REGION SCHOOL DISTRICT (SD
SPECIAL EDUCATION SERVICE AGENCY
TANANA SD

TANANA, C *Y OF

THORNE Bl.Y, CITY OF
TLINGIT-HAIDA RHA

TOKSOOK BAY. CITY OF
UNALAKLEET, CITY OF
UNALASKA CITY SD
UNALASKA, CITY OF
UNIVERSITY OF ALASKA
VALDEZ CITY SD

VALDEZ, CITY OF

WASILLA, CITY OF

WHITTIER, CITY OF
WRANGELL PUBLIC SD
WRANGELL, CITY OP

YAKUTAT SD

YAKUTAT, CITY AND BOROUGH OF
YUKON/ KOYUKUKSD

YUKON FLATS SD

TOTAL PERS

ALASKA DEPARTMENT OF EDUCATION
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

Ave. inc. \yr.»:
Ave. inc. \yr.»;
A

FY 02

Tolal

Earnings

585.402
27,451
108,860
335,905
375,758
281,188
1,253,946
695.464
35,302
380.961
71,048
88,403
3,413,307
1,669,532
3,983,358
6.574.007
326,640
1,283,006
2.467.394
892,269
1,535,777
2,540,714
449,505
143,139
199,643
256,748
1,783.104
15,591
242,330
848.924
8.723,847
102.892.246
1.528.485
4,522,102
3,070,992
866,442
753,953
2,226,452
344,955
402.871
1,945,463
1.165,980

1,402,352.179

6,056,769
2,374,512
352,472
2,333,776
174,033,538
1,582.724
10,819,453
1,288,848
1,277,824
920,673

3.00%
3.00%

(Chg\Yr x 3 Yrs)
FY02-FY05
Increase

Earn Esi.

109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109,00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%

109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%
109.00%

<«PERS>»
<«TRS »>
©)
FY 05
Estimated
Earnings

638,088
29,932
118,657
366,136
409,576
306,495
1,366,801
758.056
38,479
415,247
77,442
96,359
3,720,505
1,819,790
4.341,860
7,165,668
356,038
1,398.477
2,689,459
972.573
1,673,997
2,769,378
489.960
156.022
217,611
279,855
1.943,583
16,994
264,140
925,327
9,508,993
112,152,548
1.665.049
4,929,091
3,347,381
944,422
821,809
2,426,833
376,001
439,129
2,120,555
1,270,918

1,528,563,875

6,601,878
2,588,218
384,194
2,543,816
189,695.556
1,725.169
11.793.204
1,404,842
1,392,828
1,003,534

01/30/04

5.0%
4.0%

AveER
Rale
Increase

5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
5.0%
50%

5.0%
5.0%
5.0%
5.0%
5.0%
5.0°0
5.0%
5.0%
5.0%

4.0%
4.0%
4 0%
4.0%
4.0%
4 0%
4.0%
4.0%
4.0=
4.0%

11;04 AM

(D)

(D)

B
AVE
In'rease
Dollars

31,904
1,497
5,933

18,307

20,479

15,325

68,340

37,903
1,924

20,762
3,872
4,818

186,025
90,989
217,093
358,283
17,802
69,924
134,473
48,629
83,700
138,469

24,498
7,801

10,881

13,993

97.179

850
13,207
46,266

475.450
5.607.627
83,302
246,455
167,369
47,221
41,090
121,342
13.800
21,956
106,028
63,546

76,428,194

264,075
103,529
15,368
101,753
7,587,862
69.007
471,728
56,194
55,713
40,141



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS) 01/3C/04  11:04 AM
Average Employer Contribution Rate & Payroll - Active Employers

ESTIMATED FY 05 Change in Employer Contribution - Sort By System \ Employer

Division of Retirement & Benefits

(8) Ave. inc.\ yr.»: 3.00% «<PERS»> 5.0% (D)
(B) Ave. inc. \'yr.»: 3.00% «<TRS >» 4.0% (D)
(A) (Chg\Yr x 3 Yrs) (C) (E)
FY 02 FY02-FY05 FY 05 Ave ER  AVE
ER Total Increase Eslimrted Rale Increase

Fund Num  Employer Earnings Earn Est. Earnings Increase Dollars
TRS 707 COPPER RIVER SD 2.812,815 109.00% 3,065,969 4.0% 122,639
TRS 704 CORDOVA CITY SD 2,040,792 109.00% 2,224,463 4.0% 88,979
TRS 705 CRAIG CITY SD 2,283,193 109.00% 2,488,681 4.0% 99,547
TRS 765 DELTA/GREELY SD 2,953.816 109.00% 3,219,659 4.0% 128,786
TRS 764 DENALI BOROUGH SD 1,645.783 109.00% 1,793,904 4.0% 71.756
TRS 744  DILLINGHAM CITY SD 2,826,074 109.00% 3,080,420 4.0% 123,217
TRS 706 FAIRBANKS NORTH STAR BOROUGH SD 57,301,300 109.00% 62,458,417 4.0% 2 498,337
TRS 735 GALENA CITY SD 4,434,405 109.00% 4,833,501 4.0% 193,340
TRS 707 HAINES BOROUGH SD 1.825,381 109.00% 1,989,665 4.0% 79,587
TRS 708 HOONAH CITY SD 1,549,901 109.00% 1,689,392 4.0% 67,576
TRS 709 HYDABURG CITY SD 693,110 109.00% 755,490 4.0% 30,220
TRS 761 IDITAROD AREA SD 2,526,120 109.00% 2,753,471 4.0% 110,139
TRS 710 JUNEAU BOROUGH SD 19,867,625 109.00% 21,655,711 4,0% 866,228
TRS 712 KAKE CITY SD 776.899 109.00% 846,820 4.0% 33,873
TRS 777 KASHUNAMIUT f D 1,434,079 109.00% 1,563,146 4.0% 62,526
TRS 746  KENAI PENINSULA BOROUGH SD 37,313,529 109.00% 40,671,746 40% 1,626,870
TRS 714 KETCHIKAN GATEWAY BOROUGH SD 9,067,218 109.00% 9,883,267 4.0% 395,331
TRS 717 KLAWOCK CITY SD 1,140,371 109.00% 1,243,00- 4.0% 49,720
TRS 718 KODIAK ISLAND BOROUGH SD 12,306,959 109.00% 13,414,585 4.0% 536,583
TRS 755 KUSPUKSD 2,730,248 109.00% 2,975.971 4.0% 119,039
TRS 757 LAKE AND PENINSULA BOROUGH SD 3.174.455 109.00% 3,460,156 *'.0% 138,406
TRS 754 LOWER KUSKOKWIM SD 18,407,816 109.00% 20,064,520 4.0% 802,581
TRS 753 LOWER YUKON SD 8,902,385 109.00% 9,703,599 4.0% 388,144
TRS 722 MATANUSKA-SUSITNA BOROUGH SD 50,380.854 109.00% 54,915,131 4.0% 2,196,605
TRS 719 NENANA CITY SD 2,091,464 109.00% 2,279,695 4.0% 91,188
TRS 720 NOME CITY SD 3,080,546 109.00% 3,357,796 4.0% 134,312
TRS 736 NORTH SLOPE BOROUGH SD 14,173,506 109.00% 15,440,122 4.0% 617,965
TRS 751 NORTHWEST ARCTIC BOROUGH SD 12,278,335 109.00% 13,383,385 4.0% 535,335
TRS 723 PELICAN CITY SD 144,390 109.00% 157,385 4.0% 6,295
TRS 724 PETERSBURG CITYSD 2,362,977 109.00% 3,120,645 4.0% 124,826
TRS 759 PRIBILOF SD 676,442 109.00% 737,321 4.0% 29,493
TRS 748 SAINT MARY'S SD 854,777 109.00% 931,707 4.0% 37,268
TRS 727 SITKA BOROUGH SD 6,727,047 109.00% 7,332,481 4.0% 293,299
TRS 728 SKAGWAY CITY SD 695,485 109.00% 758,078 4.0% 30,323
TRS 769 SOUTHEAST ISLAND SD 1,330,619 109.00% 1,450,375 4.0% 58,015
TRS 743 SOUTHEAST REGIONAL RESOURCE CENTER 973,810 109.00% 1,061,453 4.0% 42,458
TRS 756 SOUTHWEST REGION SD 4,994,756 109.00% 5.444,284 4.0% 217,771
TRS 779 SPECIAL EDUCATION SERVICE AGENCY 1,145,329 109.00% 1,248,408 4.0% 49,936
TRS 775 TANANA SD 280.879 109.00% 306,158 4.0% 12,246
TRS 729 UNALASKACITY SD 2,116.028 109.00% 2,306,471 4.0% 92,259
TRS 733  UNIVERSITY OF ALASKA 37,998,992 109.00% 41,418,901 40% 1,656,756
TRS 730 VALDEZ CITY SD 4,609,664 109.00% 5,024,534 4.0% 200,981
TRS 731 WRANGELL PUBLIC SD 2,062,636 109 00% 2,248,273 4.0% 89,931
TRS 732  YAKUTAT SD 912,808 10S 00% 994,961 4.0% 39,798
TRS 702 YUKON/KOYUKUKSD 3,767,177 109 00% 4,106,223 4.0% 164,249
TRS 763  YUKON FLATS SD 2,353,329 109.00% 2,565,129 4.0% 102,605
TRS 778 YUPIITSD 2.188.565 109.00% 2,385,536 4.0% 95,421

TOTALTRS 557,755,273 607,953,247 24,318,130

TOTAL BOTH PERS AND TRS 1,960,107,452 2.136,517.122 100,746,324

Note A - Represents total earnings baso lor FY02; lor PERS Actuarial Valualion;
lor TRS actual CRS (no valualion supplement produced because all have same ER rale)
Because ol numerous changes in a year since baso established, somo employers have shilled around



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS) 01/30/04  11:04 AM

Average Employer Contribution Rate & Payroll - Active Employers
ESTIMATED FY 05 Change in Employer Contribution - Sort By System \ Employer
Division of Retirement & Benefits

(B) Ave. inc.\ yr.»: 3.00% <«PERS>» 5.0% (D)
(B) Ave. inc.\yr.»: 3.00% <«TRS »> 4.0% (D)
(A) (Chg\Yrx 3 Yrs) (C) (E)
FY 02 FY02-FY05 FY 05 Ave ER  AVE
ER Total Increase Estimated Rate Increase
Num  Employer Earnings Earn Est. Eamings Increase  Dollars

Purpose here is to give an overall idea of where FY 05 would be.
Note B - To update FY 02 base lo FY 05
Rounded Ave. of FY 99-02 increase. 3.0% -- multiplied -- by 3 years (FY 03,04,05)
(Updated from prior version Ihat used last actual year change of 4.5% PERS - 2.4% TRS lo 3% average)
Accounts for both salary increase and growth.
Note C - Adjusted FY 05 based on increase in earnings in earnings base.
Note D - The AVERAGE employer rate increase applied to all employers; by Board action.
Nole E - The "estimated" increase in dollars due to average employer rale increase.






Retiree Medical Insurance

The following table summarizes the monthly premium per benefit recipient since retaree
medical berefits have been provided under PERS and TRS.

Monthly Premium Annual Average Compound

Time Per Retiree Percentage Annual Increase

Period For Health Coverage Change Since FY78
2/1/76-1/31/77 $ 34.75 — —
2/1/77-1/31/78 57.64 66% —
2/1/78-1/31/79 69.10 20% 20%
2/1/79-1/31/80 64.70 -6% 6%
2/1/80-1/31/81 96.34 49% 19%
2/1/81-1/31/82 96.34 0% 14%
2/1/82-1/31/83 115.61 20% 15%
2/1/83-1/31/84 156.07 35% 18%
2/1/84-1/31/85 191.85 23% 19%
2/1/85-1/31/86 168.25 12% 14%
2/1/86-1/31/87 165.00 2% 12%
2/1/87-1/31/88 140.25 -15% 9%
2/1/88-1/31/89 211.22 51% 13%
2/1/89-1/31/90 252.83 20% 13%
2/1/90-1/31/91 243.98 -4% 12%
2/1/91-1/31/92 243.98 0% 11%
2/1/92-1/31/93 226.90 7% 10%
2/1/93-1/31/94 309.72 37% 11%
2/1/94-1/31/95 336.05 9% 11%
2/1/95-1/31/96 350.50 4% 11%
2/1/96-1/31/97 350.50 0% 10%
2/1/97-1/31/98 368.00 5% 110%
2/1/98-12/31/98 368.00 0% 9%
1/1/99-12/31/99 442.00 20% 10%
1/1/00-12/31/00 530.00 20% 10%
1/1/01-12/31/01 610.00 15% 10%
1/1/02-12/31/02 668.00 10% 10%
1/1/03-12/31/03 720.00 8% 10%

Division of Retirement and Benefits
Mercer Human Resource Consult;:.g--Actuary



PUBLIC EMPLOYEES' AND TEACHERS' RETIREMENT SYSTEM
20-YEAR COMPARISON OF RETIREE MONTHLY HEALTH INSURANCE PREMIUMS
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PERS Employer Rate Change

Employer Rate Change Last 5 Years

Public Employees’ Retirement System Analysis of Financial Experience

Change in Average Employer Contribution Rate
Due to Gains and Losses in Accrued Liabilities
During the Last Five Fiscal Years Resulting From
Differences Between Assumed Experience and Actual Experience

Change in Average

Type of Contribution Rate During Fiscal Year
Gain or Loss 2002 2001 2000 1999 1998
Health Experience 3.68%
Salary Experience (0.20)% (1.03)% (0.23)% (0.46)%
Investment Experience 7.24% 0.11% (0.12)% (0.49)% (3.26)%
Demographic Experience 1,21% 0.77% (0.811% 0,21% 1.12%

(Gain) or Loss During Year From Experience 11.93% (0.15)% (0.93)% (0.51)% (2.60)%

Non-recurring changes

Asset Valuation Method 4.11% (2.67)%

Past Service Amortization Change (5.06)%

Assumption Changes 6.98% 3.09% 1.08%
System Benefit Changes 0.04% 0.17%

Liability Loading Adjustment 0.57% 0.99%
Ad hoc PRPA 0.14% 0.06% ..0,07% AQ4%, 0.20%
Composite (Gain) or Loss During Year 18.14% 0.65%  (0.441% (0.471% (0.331%
Beginning Average Employer Contribution Rate  6.77% 6.12%  6156% L02.% 7.36%

Ending Average Employer Contribution Rate 24.91% 6.77% 6.12% 6.56% 7.03%

Board Adopted Employer Contribution Rate 11.77% 6.77% 6.75% 6.75% 7.40%

Fiscal Year above rale is applied FYO05 FYo04 FYO3 FY02 FY01

Division of Retirement anil Ikncfus

Mercer Human Resource Consulling-Actuary 25



PERS Summary of Benefits

Year
Ended
June 30

1994
1995
1996
19974
1998
1999
2000
2001
2002
2003

Service Disability Survivor Dependent** COLA<2> PRPA*3 Medical

$90,388

97,730
107,082
160,103
177,556
195,605
216,118
239,814
258,189
283,927

Public Employees’ Retirement System
Schedule of Benefit Expenses by Type

$3,895
4,076
4,608
6,228
6,593
7,195
9,669
8,185
8,379
8,827

(000’s Omitted)

$ 4,668
5431
5,546

10,314
10,823
12,141
13,650
11,772
13,163
14,930

$

683
567
229

$7,099
7,597
8,244

$15,817 $36,046
16,800 40,687
17,559 47,964
48,361

- 55,165

64,486

- 83,794
103,846

- 124,805
143,331

Total

$157,913
172,321
191,003
225,689
250,709
279,656
323,235
363,617
404,536
451,015

() Due to the implementation of a new computer system, COLA and PRPAs can now be combined with
the appropriate base benefit and dependent benefits can be separated from survivor and disability

benefits.

& Cost-of-Living in Alaska (COLA)

@ Post-Retirement Pension Adjustment (PRPA)

Division of Retirement and Benefits
Mercer Human Resource Consulting-Actuary
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Employer Rate Change Last 5 Years

Teachers’ Retirement System
Analysis of Financial Experience

Change in Employer Contribution iJate
Due to Gains and Losses in Accrued Liabilities
During the Last Five Fiscal Years Resulting From

Differences Between Assumed Experience and Actual Experience

Type of Change in Employer Contribution Rate During Fiscal Year
Gain or Loss 2002 2001 2000 1999 1998
Health Experience 3.85%
Salary Experience (0.11)% (1.68)% (0.64)%  (0.84)%
Investment Experience 15.03% 1.35% B35% (3.73)% (2.70)%
Demographic Experience 4.21% 2.66% (C 911% 0.80% 0.54%

(Gain) or Loss During Year from Experience 22.98% 2.33% (4.28)% (3.57)% (3.000%

Non-recurring changes

Asset Valuation Method 0.03% (1.38)%

Past Service Amortization Change (9.08)%

Assumption Changes 6.84% 8.88%

System Benefit Changes 0.17%

Administrative System Changes 3.49%

Ad hoc PRPA 0,30% 0,13% 0,13% 0,11% 0,55%
Composite (Gain) or Loss During Year 21.13% 3,15% 1,20% (3.46)% .(2.45)%
Beginning Total Employer Contribution Rate 14,44% 8,23% 7.09% 10,55%  13,00%
Ending Total Employer Contribution Rate 35.57% 14.44% 8.29% 7.09% 10.55%

Board Adopted Employer Contribution Rate 16.00% 12.00% 11.00%  11.00% 12.00%
Fiscal Yonr abovo rato is appliod FY05 FrQd FY03 FY02 FYol

Division of Retirement and Benefits

Mercer Human Resource Consulting--Actuary 21



TRS Summary of Benefits

Teachers’ Retirement System
Schedule of Benefit Expenses by Type
(000’s omitted)

Year
Ended
June 30 Service Disability Survivor Dependentd) COLA™ PRPAQ Healthcare  Total

1994 $76,735 $2579 $2260 $ $4,991 $14202 $15,725 $116,492
1995 85,933 2,546 2,513 - 5642 14,864 18,264 129,762
1996 93,089 2,798 2,618 - 6,082 15,362 21,655 141,604
1997() 147,259 3,943 6,322 43 - - 22,653 180,220
1998 160,409 3,693 5,691 38 - - 26,123 195,954
1999 176,830 3,775 6,384 9% - - 30,987 218,072
2000 191,138 4,601 7,059 129 - - 40,183 243,110
2001 201,338 3,410 5,784 413 - - 48,928 259,873
2002 213,106 2,979 6,320 492 - - 56,946 279,843
2003 234,253 2,872 6,901 492 - - 65,898 310,416

@ Due to the implementation of a new computer system, COLA and PRPAs can now be combined
with the appropriate base benefit and dependent benefits can be separated from survivor and
disability benefits.

@ Cost-of-Living in Alaska (COLA)

9 Post-Retirement Pension Adjustment (PRPA)

Division of Rcliiemenl and Bc ‘cdls

Mcrcer Human Resource Consulting-Actuary 28
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State of Alaska— DRAF
Employer Newsletter

Public Employees' Retirement System (PERS)

Teachers' Retirement System (TRS)

Message from Commissioner Miiler

On September 22,2003,1assigned an important project to the
Public Employees' Retirement Board (PERB) and Teachers'
Retirement Board (LRB) members involving the future system
design for Tiers. My request was made in order to address the
increasing costs for employers associated with funding the
retirement systems for the Public Employees’ Retirement
System (PERS) and Teachers' Retirement System (TRS). |
requested a subcommittee be formed to analyze and provide
recommendations that would in turn form the basis for
designing a new Tier IV for PERS and Tier II! for TRS.

When making this request of the PERS and TRS Board members

Mike Miller, Commissioner, Department of Administration Stated,

"while the State may be short on dollars, it is not short on talent."
—PERB/TRB Meeting, September 23, 2003

DRAFT-

PERS/TRS Tier Subcommittee
(Irom left to right)

Bob Boko-Chair, Alyce Hanley,
Richard Sotie, and Frank Narusch.

In Search
of Your Ideas

The purpose of this issue of the Employer Newsletter is to
solicit employer comments on how the Public Employees'
(PERS) and Teachers' Retirement Systems (TRS) could be
changed to deal with increasing costs while still allowing
employers to attract and retain employees to the workforce.
That means ? new benefit skrjcture for future employees.

The Boards of both systems have formed a joint committee to
review what might be considered n the design of a new "tier."
This new tier would affect new employees hired after the
passage of a new tier and does not represent an immediate
solution to rising employer costs. However, putting cost
containment measures in place now will slow the inevitable rise
in costs for the future. The present three tiers in PERS and two
tiers in TRS still do not provide enough opportunity to control

As most ofyou are aware, the employer
rates for FY05 were adopted by the PERB
andTRBon .The
PERBadoptedan I1.77%average
employerrateforPERSemployers, which
representsa%increase from the FY04
6.77% rate. The TRB adopted an
employer rateof 16%for FY05, which represents a4%increase from
the FY04 12%rate.

Mike Miller, Commissioner
Dept, of Administration

Iparticipated in thefirst'kickoff "meetingon November 19,2003,
with theTier IVPERS and Tier il TRS Subcommittee. lam
confident theTier Subcommittee will work hard to identify,

develop, and provide recommendations for future Tier design.
-Mike Miller

r'w j

employer retirement costs. Without some further changes,
costs will inevitably rise.

We want to consider all types of input. Trenearsary DEs
yaingy lrae Diestndue il e retiee tiadits. On the
following pages of this newsletter is a questionnaire /comment
form we would like you to fill out in order to provide the boards
with your suggestions. Please mail it back to the address, or fax
it to the number indicated in the survey by

PLEASE give us your comments and suggestions. It's your
retirement system, and we need your input. Altta.cghsad
K, Ifohae bsstataerntt iseitae, bydlieas
Idcten


http://www.state.ak

ALLOCATION OF DOLLARS

The pattern of allocating retirement dollars among different kinds of
employees can vary widely. Some employers want to allocate more dollars to
long-service or older employees, to support career employment and to prevent
dollars from "walking out the door” when short-service employees leave the
company. Others want to allocate dollars uniformly to employees no matter
what their service or age, to make the retirement plan more attractive to
younger people and to be more competitive in hiring.

1 2 8 9
Plan should favor long- Plan should not
service employees distinguish on account of

length of service

Plan should favor older Plan should not
employees distinguish on account of
ago

How important is this issue in your planning?

Very important Somewhat Not at all
Important Important

Any comments oil this issue:



ALLOCATION OF DOLLARS

Within a retirement plan, benefits can build up or accrue at different rates.
This makes no difference to employees who stay until retirement, but makes a

big difference in the accrued benefit for any vested employee who leaves
before retirement.

Benefits should build up
quickly, so "early leavers"
have good benefits

Benefits should build up

slowly, so "early leavers"
have little

How important is this issue in your planning?

Very Important Somewhat Not at all
important important

Any comments on this issue:



ALLOCATION OF DOLLARS

Employees who change jobs in mid-career often lose out because they have
fewer years in which to earn a retirement benefit with their new employer.
Some employers, who need to make such hires, want to be sure their plan
provides sufficient benefits for mid-career hires. Others place relatively little

importance on the issue, believing that benefits from previous employers
should make up the difference.

MId-caroer hires should
accrue excellent benefits

It's OK for mid-career
hires to accrue smaller
benefits

How important is this issue in your planning’

Very important Somewhat Not at all
Important important

Any comments on this issue:



MANAGING RETIREMENT

Retirement age has become a major lifestyle decision for most employees,
with some wanting to retire as early as they can afford to and others wanting
to stay on the job as long as they can. Some employers are content to let
employees stay or leave at their own pace, but others want to be able to

encourage retirement at a target age.

We don't care when

We want to be able to
people retire

encourage retirement at a
particular age range

How important is this issue in your planning?

Very Important Somewhat Not at ail
important important

Any comments on this issue:

rl



MANAGING RETIREMENT

Many employers want the flexibility to encourage retirements at a specific time
to support business needs. It's possible to accomplish this through the
retirement program, by offering enhanced benefits during early retirement
windows. If such enhancements aren't done through the retirement plan,
employers can encourage targeted retirement through a separate severance

plan.

We want to be able to We don't care about
encourage early encouraging early
retirement with ad hoc retirement, or will handle
enhanced benefits it through other methods

through the plan

How important is this issue in your planning?

Very important Somewhat Not at all
importa.it important

Any comments on this issue:



RISK AND RESPONSIBILITY

Today, people are living longer and working longer, often in multiple careers.
Savings rates are low and when an employee does save their savings are
often used for major expenses prior to retirement such as purchasing a home,
paying for college, medical expenses, or parental care. In addition, retirement
income often depends on their knowledge of investments and their investment
decisions. In the foreseeable future, Social Security benefits are likely to be
reduced and social security retirement age increased to prevent nsolvency of
the Social Security System. Given the uncertainty in employee careers and
retirement income, some employers want to provide some retirement income
that employees can count on, Other employers feel it is entirely the
employees responsibility to manage their retirement, regardless of their
knowledge, personal circumstance, or external factors that might affect
retirement.

8
We want to provide We wll! contribute to our
employees with a specific employees retirement, but
amount of retirement each employee should be
income they can count on entirely responsible for
at retirement managing their retirement

How important is this issue in your planning?

Very important Somewhat Not at all
Important important

Any comments Ol \this issue: N



RISK AND RESPONSIBILITY

Assuming higher investment risk brings the potential of higher rewards. If
employees bear investment risk, they can choose the level of risk and reward
most appropriate to their individual circumstances; however, if employees
invest too conservatively they may never amass enough resources for
adequate retirement security. If the employer bears investment risk within the
retirement plan, it can often deliver higher returns because of a longer time
horizon and the ability to use professional management. This results in higher
benefits to participants or lower cost of benefits for the employer.

Employees should Employer should assume
assume Investment risk investment risk

How important is this issue in your planning?

Very Important Somewhat Not at all
important important

Any comments on this issue:



RISK AND RESPONSIBILITY

Inflation can erode the value of a benefit before retirement, if the value of the
benefit was determined several years earlier. Some kinds of retirement plans
tend to improve benefits in step with inflation, either directly with an inflation
adjustment or indirectly by pegging benefits to final pay.

8

Employees should Employers should adjust
assume pre-retirement benefits for pre-retirement
inflation risk inflation

10
Employees should Employers should adjust
assume post-retirement benefits for post-
inflation risk retirement inflation

How important is this issue in your planning?

Very important Somewhat Not at all
important important



RISK AND RESPONSIBILITY

The risk of outliving one’'s money is a serious concern to retirees. If
employees assume this longevity risk, they are responsible for arranging their
finances to either provide a periodic income for life or to make sure assets last
long enough. If the employer assumes the risk, it can predict and manage it
more accurately for an entire employee group than any employee can do
individually.

11
Employees should Employers should
assume longevity risk assume longevity risk

How important is this issue in your planning?

Very important Somewhat Not at all
important important

Any comments on this issue:



RISK AND RESPONSIBILITY

Historically, some employers have encouraged or allowed employees to use
retirement plans as a tax-advantaged vehicle to save for pre-reti.ement needs
such as college tuition or a home purchase. But employees who tap into their
retirement plans for such purposes or for emergencies often fail to replenish

those assets, which severely reduces retirement income.

1 8
Employees should have Employees should have
access to as much of their no accoss to plan assets
until retirement

own retirement
contributions as legally
possible

How important is this issue in your planning?

Very important Somewhat Not at all
important important

Any comments on this issue:



EMPLOYEE UNDERSTANDING AND APPRECIATION

It’s possible to tailor a retirement plan to accomplish a wide variety of specific
objectives - but that increases its complexity, and makes it more difficult for
employees to understand. Some employers place great value on
understandability; others are willing to take on a much harder communication
challenge in return for the greater flexibility of design.

13
8
Understandability is the We'll sacrifice
primary concern understandability if

necessary to achieve our
workforce and benefit

objectives
How important is this issue in your planning?
Very important Somewhat Not at all
important Important
Any comments on this issue:
|



EMPLOYEE UNDERSTANDING AND APPRECIATION

Some employers don’t mind if younger employees aren’t wildly enthusiastic
about a retirement plan; after all, they'll appreciate it more as they get closer to
retirement and the benefits seem more tangible. Other employers think their
dollars are poorly spent if all employees don’t appreciate the plan.

1 8
It's OK if the plan Is

tangible and relevant
mainly to older employeos

All employees should find
the plan tangible and
relevant

How important is this issue in your planning?

Very important Somewhat Not at all
important important

Any comments on this issue:



EMPLOYER BUSINESS ISSUES

Some employers are content with the structure and discipline of having to
make a regular retirement contribution every year. Others place a high value
on funding flexibility, so they have maximum discretion in any given year over
whether to put corporate assets into the retirement plan or into some other
investment.

15

We want maximum We want no flexibility at
flexibility in funding all

How important is this issue in your planning?

Very important Somewhat Not at all
important important

Any comments on this issue:



