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million, a difference o f  S98 million. Without funding the actuarinlly recommended rates, 
the unfunded liability will continue to grow.

See Appendix */ -  Proposed Legislation
Legislative Appropriation to Fund Acluarially Required Contribution - PERS 

See Appendix 5 -  Proposed Legislation
Legislative Appropriation to Fund Acluarially Required Contribution - TRS
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A P P E N D I X  1

[ P r i o r i t y  1 1

The Public Employees’ Retirement System 
Past Service Retirement Liability Account



See. . AS is amended by adding a new section to read:

Sec _________ . Stale aid for pasl service retirement benefit liability costs, (a)
During each fiscal year, the state shall allocate to an employer that is a municipality or 
school district member of the Public Employees’ Retirement System the following sum:

(I) Payments to the retirement system anticipated to be made by the employer during 
the fiscal year for the retirement of past service liability of the employer to the 
Public Employees’ Retirement System.

(b) The commissioner of revenue shall administer the program of distribution 
authorized under this section and shall provide by regulation a procedure for calculating 
the amount of distribution to which an employer is due, and other regulations necessary 
to administer the program. The payment to the employer shall be based on the total 
eligible payroll reported to the department of administration by the employer during the 
fiscal year tiiree years earlier and either the average past service cost rate of all employers 
in the system during the fiscal year three years earlier, or the employer’s past service cost 
rate during the fiscal year three years earlier, less 5%, whichever is lower.

(e) The payment provided in (b) of this paragraph shall be increased by 50% of 
the amount an employer paid to the system during the fiscal year three years earlier that 
was in excess of what the employer was required to pay to the system.

(d) The Public Employees’ Retirement System Past Service Retirement Liability 
Account is established. Funds *o carry out the provisions of this section shall be included 
within the appropriation bill submitted by the governor under AS 37.07.020(a) (2) and 
may be appropriated amu.idly by the legislature. If amounts in the account are 
insufficient for the purpose of providing the share to which an employer is entitled under 
this section, those funds that are av ailable shall In distributed pro rata among the eligible 
employers.

(e) Funds in the Public Employees’ Retirement System Past Set vice Retirement 
Liability account which exceed the amount required lor the payments authorized in this 
section revert to the general fund at the end of the fiscal year for which the money is 
appropriated,

(0 Ii* an employer receives more state aid than it is entitled to receive under this 
chapter, the employer shall immediately remit the amount of overpayment to the 
commissioner, to be returned to the Public Employees' Retirement Svstem Past Service 
Retirement Liability account.

(g) If an employer receives state aid under this chapter in excess of the employer’s 
past service liability, the employer shall immediately remit the amount of overpayment to
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•lie commissioner, to be returned to the Public Emp'oyees’ Retirement System Past 
Service Retirement Liability account.

See. . Definitions. In this chapter, unless the context requires otherwise,
(1) “total eligible payroll" means the payroll reported to the department on which 

employer contributions are required.
(2) "average past sendee cost rate” means the past service cost rate of all employers 

as reported by the actuary for the fiscal year three years earlier.
(3) “commissioner” means the commissioner of the department of revenue.

See. . Effective Date. Effective for 2008 budget cycle.
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The Teachers’ Retirement System 

Past Service Retirement Liability Account

A P P E N D I X  2

[ P r i o r i t y  1 |



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

AS__________State aid for past service retirement benefit liability costs, (a) During
each fiscal year, the state shall allocate to an employer, other than the stale, that is a 
member of the Teachers’ Retirement System the following sum:

(I) Payments to the retirement system anticipated to be made by the employer during 
the fiscal year for the retirement of past service liability of the employer to the 
Teachers' Retirement System.

(b) The commissioner of revenue shall administer the program of distribution authorized 
under this section and shall provide by regulation a procedure for calculating the amount 
of distribution to which an employer is due, and other regulations necessary to administer 
the program. The payment to the employer shall be based on S5% of the total eligible 
payroll reported to the department by the employer during the fiscal year three years 
earlier and the past service cost rate of the system during the fiscal year three years earlier 
of the teachers’ retirement system.

(e) The Teachers’ Retirement System Past Service Retirement Liability Account is 
established. Funds to carry out the provision of this section shall be included within the 
appropriation bill submitted by the governor under AS 37.07.020(a) (2) and may be 
appropriated annually by the legislature. If amounts in the account are insufficient for 
the purpose of providing the share to which an employer is entitled under this section, 
those funds that are available shall he distributed pro rata among the eligible employers.

(d) Funds in the Teachers’ Retirement System Past Service Retirement Liability account 
which exceed the amount required for the payments authorized in this section revert to 
the general fund at the end of the fiscal year for which the money is appropriated.

(e) If an employer receives more state aid than it is entitled to receive under this chapter, 
the employer shall immediately remit the amount of overpayment to the commissioner, to 
be returned to the Poachers’ Retirement System Past Service Retirement Liability 
account.

Sec.___. Definitions. In this chapter, unless the context requii es otherwise.
(1) "total eligible payroll" means the payroll reported to the department of 

administration on which employer contributions aie required.
(2) "average past service cost rate" means the past service cost rate of all employers 

that have a past service liability.
(3) "commissioner" means the commissioner of the department of revenue.

Sec.___ . Klicctive Date. Lffective for 2DUS budget.
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A P P E N D I X  3

[Priority 2]

Appropriation for Increased Municipal Employer Costs



Sec. . Retirement system funding for increased employer costs for political
subdivisions, (a) The stun of $18,581.921 is appropriated from the general fund to the 
Department of Administration to reduce the liability to the public employees’ retirement 
system of political subdivisions that arc members of that system, in order to reduce the 
increased employer costs resulting from fiscal year 2007 employer contribution rate 
increases. The Department of Administration shall allocate the appropriation to the 
public employees’ retirement system account of each political subdivision resulting from 
fiscal year 2007 employer contribution rate increases, as set out in this section. The 
appropriation made by this subsection is intended to reduce these increased employer 
costs.

For purposes of allocating the appropriation made by (a) of this section to the public 
employees’ retirement system account of each member political subdivision the 
allocation is as follows:

AKUTAN, C ITY OF  16 ,941
ALEUT IANS EAST  B O R O U G H  3 3 ,9 1 5
ALLAKAKET, C ITY  O F  3 ,0 5 6
A N CH O RA G E , MUN IC IPAL ITY  OF 6 ,9 1 3 ,2 6 2
A N D E R SO N , C ITY  O F  2 ,1 4 9
ATKA, C ITY  OF 4 ,6 2 8
B A R R O W , C ITY  O F  4 7 ,3 5 5
BETHEL , C ITY OF  2 8 2 ,7 1 6
B R IST O L  BAY B O R O U G H  8 1 ,4 7 2
C O RD O V A , C ITY O F  1 1 2 ,5 5 3
CRA IG , C ITY  O F  7 4 ,6 0 3
DELTA  JUNCT ION , C ITY  OF  1 3 ,5 0 7
DENALI B O R O U G H  7 ,8 8 9
D ILLINGHAM. C ITY  O F  1 1 0 ,4 2 6
EG EG IK , C ITY  O F  2 ,8 3 0
FA IRBAN KS  NORTH  STAR
B O R O U G H  9 2 9 ,0 2 3
FA IRBAN KS , C ITY O F  3 3 3 ,6 5 3
F O R T  YUKO N , C ITY  O F  2 4 ,2 0 9
GALENA, C ITY O F  9 5 ,9 8 4
HA INES B O R O U G H  8 5 ,8 1 4
HOM ER , C ITY OF 2 4 8 ,4 5 6
HOONAH, C ITY O F  3 5 ,2 9 9
H O O P E R  BAY, C ITY O F  1 ,5 7 6
HUSLIA . C ITY  O F  5 ,2 1 5
JUNEAU , C ITY AND B O R O U G H  O F  1 ,3 9 7 ,0 9 3
KACHEMAK, C ITY O F  1 ,1 9 3
KALTAG, C ITY  O F  8 7 0
KENAI PEN IN SULA  B O R O U G H  7 0 2 ,5 1 5
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KENAI, C ITY  O F  2 3 5 ,2 2 3
KETCH IKAN  G A TEW A Y  B O R O U G H  2 1 4 ,6 9 6
KETCH IKAN , C ITY  O F  4 0 0 , 4 6 0
K ING  CO VE , C ITY  O F  5 0 ,0 0 1
KLA W O CK , C IT Y  O F  3 1 ,9 1 7
KO D IA K  ISLAND B O R O U G H  1 1 8 ,0 4 7
KOD IAK , C ITY  O F  3 1 4 ,3 6 8
KO TZ EBU E , C IT Y  OF  1 6 9 ,9 2 0
K O Y U K , C ITY  O F  1 ,6 6 4
LAKE AND PE N IN SU LA  B O R O U G H  1 9 ,6 5 6
M A TA N USKA -SUS ITN A  B O R O U G H  5 8 3 ,4 9 1
M E K O R Y U K , C ITY  O F  611
MOUNTAIN  V ILLAGE , C ITY  O F  1 ,7 8 6
NENANA, C IT Y  O F  1 2 ,2 4 4
NOME. C ITY  O F  1 2 3 ,9 4 6
N O O RV IK , C ITY  O F  1 2 ,3 5 2
N O RTH  PO LE , C ITY  O F  8 0 ,5 2 5
N O RTH  S L O P E  B O R O U G H  2 , 0 0 6 ,9 5 6
N O R T H W E S T  A RCT IC  B O R O U G H  4 4 ,7 7 9
PA LM ER , C ITY  O F  1 5 4 ,3 3 3
PEL ICAN , C ITY  O F  7 ,6 5 7
P E T E R S B U R G ,  C ITY  O F  2 0 6 ,6 7 1
QU INHAGAK , C ITY  O F  1 ,9 2 0
SA INT PAUL , C ITY  O F  7 4 ,8 2 9
SA N D  PO INT , C ITY  O F  3 8 ,3 9 6
SAXMAN, C ITY  O F  5 ,6 3 7
SELDO V IA , C ITY  O F  2 ,4 0 5
S E W A R D , C IT Y  O F  1 8 6 ,0 2 6
S ITKA , C ITY  AND B O R O U G H  O F  4 3 9 , 0 1 0
SKA G W A Y , C ITY  O F  89 ,3 0 1
SO LDO TN A , C ITY  O F  1 3 6 ,7 5 6
TANANA, C ITY  O F  7 ,3 0 2
T H O R N E  BAY, C ITY  OF 10 ,435
T O K S O O K  BAY, C ITY  O F  5 8 3
UNALAKLEET , C ITY  O F  1 1 ,1 5 7
UNALASKA , C ITY  O F  5 2 0 , 7 7 2
VALDEZ , C ITY  O F  2 5 0 ,8 1 9
W ASILLA , C ITY  O F  2 2 8 , 3 8 0
W H ITT IER , C ITY  O F  4 9 ,9 0 4
W RA N G ELL , C ITY  OF 1 3 2 ,6 0 6
YAKUTAT, C ITY  AND B O R O U G H  O F  3 6 ,1 7 8

Appendix J- Proposed Legislation
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A P P E N D I X  4

| Priority 3)

Legislative Appropriation to Fund Actuarially 
Required Contribution - PERS



Section _________ . Retirement system funding to bring fiscal year 2007
contributions closer to actuarial rate, (a) The sum of $109,836,677 is appropriated 
from the general fund to the Department of Administration to reduce the contribution 
shortfall to the public employees’ retirement system resulting from an employers 
anticipated fiscal year 2007 contribution being less than the fiscal year 2007 rate 
calculated by the actuary. The Department of Administration shall allocate the 
appropriation to the public employees’ retirement system account of each employer as 
follows:

A LA SK A ,ST A T E  O F  
ALEUT IANS W E S T  C R S A  
ALLAKAKET , C ITY  O F  
A N C H O RA G E  PA RK IN G  A UTHOR ITY  
A N CH O RA G E  SD  
A N CH O RA G E , M UN IC IPAL ITY  OF 
B R IS T O L  BAY B O R O U G H  
B R IST O L  BAY B O R O U G H  SD  
CHATHAM SD  
CH UG A CH  SD  
C O P P E R  R IV E R  S D  
C O R D O V A  C ITY  S D
C O R D O V A  CO M M UN ITY  MED ICAL CEN TER
CO RD O V A , C ITY  O F
CRA IG  C ITY  SD
CRA IG , C ITY  OF
D ELTA /G REELY  SD
DENALI B O R O U G H
DENALI B O R O U G H  SD
D ILLINGHAM C ITY  SD
DILLINGHAM. C ITY  OF
EG EG IK , C ITY  OF
FA IRBA N KS  N ORTH  STAR

6 6 ,4 5 2 ,6 2 2
9 7 8

4 ,8 8 3
2 1 ,0 7 0

3 ,3 8 8 ,9 8 0
1 4 ,1 1 6 ,8 8 0

6 9 ,5 7 7
3 0 ,3 21
4 2 ,5 7 6
2 5 ,2 5 8
4 9 ,7 8 7

104 ,731
3 7 ,5 8 7

2 6 2 ,0 2 3
1 6 ,8 9 7
2 8 ,2 0 0
3 6 ,4 3 0
19 ,581
6 7 ,6 6 6
1 7 ,9 4 4
3 5 ,3 3 6

11

B O R O U G H 2 4 3 ,4 0 4
FA IRBA N KS  N ORTH  STA R  BO R O U G H  SD 1 ,2 7 4 ,3 2 8
FA IRBAN KS , C ITY  O F 5 ,9 3 8 ,3 5 1
HA INES B O R O U G H 67 ,6 21
HOM ER , C ITY  OF 4 4 4 ,7 3 6
HOONAH C ITY  SD 3 ,0 0 7
HOONAH, C ITY  OF 6 ,6 3 6
HUSLIA , C ITY  OF 5 ,8 2 0
H YD A BU RG  C ITY  S D 12 ,8 0 6
JUNEAU  B O R O U G H  SD 3 1 0 ,1 4 3
JUNEAU , C ITY  AND B O R O U G H  OF 2 ,2 9 4 ,0 2 6
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KACHEMAK, C ITY  OF 5 ,7 0 5
KALTAG, C ITY  OF 5 ,1 3 5
KENAI PEN IN SULA  BO R O U G H 8 2 7 ,5 6 2
KENAI PEN IN SULA  BO R O U G H  SD 1 ,1 8 1 ,7 3 1
KENAI, C ITY  O F 5 2 4 ,0 7 7
KETCH IKAN GATEW AY BO RO U G H 2 1 0 ,4 0 2
KETCH IKAN  GATEW AY BO RO U G H
SD 1 2 5 ,0 9 0
KETCH IKAN , C ITY  O F 3 7 7 ,2 3 3
K ING COVE , C ITY  OF 8 0 0
KOD IAK  ISLAND B O R O U G H 4 2 0 ,2 4 8
KOD IAK ISLAND B O R O U G H  SD 3 1 2 ,5 1 9
KOD IAK , C ITY  OF 7 3 3 ,1 0 6
K U S P U K  SD 5 2 ,0 4 9
LAKE AND PEN IN SULA  BO RO U G H 7 ,8 6 2
LAKE AND PEN IN SULA  BO RO U G H
SD 5 0 ,1 5 3
LO W ER  YU KO N  SD 3 6 6 ,5 3 2
M ATANUSKA -SUS ITNA  B O RO U G H 3 7 8 ,1 0 2
M ATANUSKA -SUS ITNA  BO RO U G H
SD 7 0 4 ,0 0 8
NOME. C ITY  OF 2 0 6 ,2 4 6
NORTH PA C IF IC  F IS H E R Y  MGMT COUNC IL 4 ,0 3 8
NORTH  PO LE , C ITY  OF 1 0 3 ,8 7 7
NORTH  S L O P E  B O R O U G H  SD 3 9 ,5 0 6
N O R T H W E ST  A RCT IC  BO R O U G H  SD 10 ,5 5 4
PALM ER , C ITY  OF 17 2 ,5 4 4
PELICAN , C ITY OF 5 6 7
P E T E R S B U P G  C ITY  SD 3 0 ,7 8 7
P E T E R S B U R G ,  C ITY  OF 4 3 ,8 1 4
SA INT PAUL , C ITY  OF 5 ,5 3 7
SAND PO INT , C ITY  OF 3 6 ,7 0 7
SAXMAN, C ITY  OF 7 ,9 8 2
SE W A RD . C ITY  OF 2 0 5 ,3 7 3
S ITKA  B O R O U G H  SD 2 1 9 ,7 0 0
SITKA  COM M UN ITY  HOSP ITAL 6 9 ,4 5 3
SITKA, C ITY  AND B O R O U G H  OF 5 0 9 ,2 5 2
SKA G W A Y  C ITY  SD 1 2 ,0 4 6
SOLDOTNA , C ITY  OF 1 6 6 ,2 9 5
SO U TH EA ST  ISLAND SD 1 2 3 ,7 6 5
SO U TH EA ST  REG IO NA L R E S O U R C E  CEN TER 2 9 ,5 5 9
SO U T H W E ST  REG IO N  SD 3 1 ,3 6 8
UNALAKLEET, C ITY  OF 3 ,3 2 5
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U N IV ERS IT Y  O F  ALASKA  4 ,9 0 4 ,6 3 2
VALDEZ C ITY  SD  3 0 0 ,0 5 2
VALDEZ , C ITY  O F  5 6 3 ,3 4 0
W H ITT IER , C ITY  O F  5 ,4 8 9
W R A N G E LL  PU B L IC  SU  5 4 ,9 8 2
W RA N G ELL , C ITY  O F  2 6 3 , 3 5 5
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A P P E N D I X  5

[Priority 3j

Legislative Appropriation to Fund Actuarially 
Required Contribution - TRS



See._________ . Retirement system funding to bring fiscal year 2007 contributions
closer to actuarial rate, (a) The sum of S 98.670,780 is appropriated from the general 
fund to the Department of Administration to reduce the contribution shortfall to the 
teachers’ retirement system resulting from an employers anticipated fiscal year 2007 
contribution being less than the fiscal year 2007 rate calculated by the actuary. The 
Department of Administration shall allocate the appropriation to the teachers’ retirement 
system account of each employer as follows:

ALASKA  D EPA RTM EN T  O F  EDUCATION  7 5 5 ,6 1 0
ALASKA  G ATEW A Y  SD  4 0 3 ,3 3 8
ALEUT IAN RE G IO N  SD  5 3 ,6 1 0
ALEUT IANS EAST  B O R O U G H  S D  4 3 4 ,9 7 8
A N C H O RA G E  S D  3 1 ,0 8 0 ,1 5 0
ANNETTE ISLAND S D  2 5 7 ,5 5 0
B E R IN G  STRA IT  SD  1 ,7 6 4 ,4 8 5
B R IS T O L  BAY B O R O U G H  S D  1 2 3 ,3 1 9
CHATHAM S D  1 6 9 ,0 1 0
CHUG A CH  S D  1 6 1 ,6 0 7
C O P P E R  R IV E R  S D  4 0 4 ,7 7 3
C O R D O V A  C ITY  SD  3 1 3 ,4 4 9
CRA IG  C ITY  S D  3 7 6 ,6 6 7
DELTA /G REELY  S D  6 0 0 ,7 4 9
DENALI B O R O U G H  SD  3 5 3 ,8 0 2
D ILLINGHAM C ITY  S D  4 3 8 ,1 4 6
FA IRBA N KS  N ORTH  STA R  B O R O U G H  S D  9 ,6 6 4 ,4 5 5
GALENA C ITY  S D  7 0 4 ,2 1 4
HA INES B O R O U G H  SD  2 3 8 ,3 1 5
HOONAH C ITY  SD  1 6 8 ,4 8 5
H YD A B U R G  C ITY  S D  1 1 7 ,6 5 6
ID ITAROD  A REA  SD  2 7 3 ,0 1 3
JUNEAU  B O R O U G H  SD  3 ,6 7 6 ,9 2 7
KAKE C ITY  S D  1 1 9 ,6 6 3
KASHUNAM IUT  SD  2 7 9 ,6 1 4
KENAI PEN IN SULA  B O R O U G H  S D  6 ,1 3 6 ,5 9 3
KETCH IKAN  GATEW A Y B O R O U G H  S D  1 ,6 5 3 ,9 4 3
KLA W O C K  C ITY  S D  1 7 2 ,3 6 3
KOD IAK  ISLAND B O R O U G H  S D 2 ,2 0 3 ,8 9 5
K U S P U K  S D  4 2 2 ,3 0 3
LAKE AND PEN IN SU LA  BO R O U G H  CD 6 4 9 ,5 9 3
LO W E R  K U SK O K W IM  SD  3 ,7 5 9 ,8 3 0
LO W E R  Y U K O N  SD  1 ,9 1 1 ,1 0 9
M A TANUSKA -SUS ITNA  B O R O U G H  SD  10 ,1 6 1 ,4 3 1
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NENANA C ITY S D 2 4 4 ,1 3 4
NOM E C ITY  SD 5 1 4 ,3 4 6
N ORTH  S L O P E  BO R O U G H  SD 2 ,3 3 1 ,6 4 8
N O R T H W E S T  A RCT IC  B O RO U G H  SD 2 ,1 0 1 ,7 3 0
PEL ICAN  C ITY S D 2 0 ,7 4 4
P E T E R S B U R G  C ITY  SD 4 5 0 ,7 1 6
P R IB IL O F  SD 1 3 4 ,8 1 4
SA INT MARY'S S D 1 2 6 ,6 0 7
S ITKA  B O R O U G H  SD 1 ,1 7 4 ,1 2 0
S K A G W A Y  C ITY  SD 11 7 ,1 0 2
SO U T H E A ST  ISLAND SD 2 5 3 ,7 3 4
SO U T H E A ST  REG IO NA L R E S O U R C E  C EN TE R 1 3 4 ,8 1 3
S O U T H W E S T  REG IO N  SD 8 5 4 ,8 9 3
S P E C IA L  EDUCAT ION  SE R V IC E  A GEN CY 15 4 ,3 1 8
TANANA SD 5 1 ,1 0 3
UNALASKA  C ITY  SD 44 0 ,9 8 1
U N IV E R S IT Y  O F  ALASKA 6 ,9 3 4 ,9 3 3
VA LDEZ  C ITY  SD 70 4 ,6 4 4
W R A N G E LL  PU BL IC  SD 2 8 4 ,9 0 8
YAKUTAT S D 12 3 ,2 6 3
Y U K O N /K O Y U K U K S D 7 2 6 ,3 3 9
Y U K O N  FLATS SD 3 2 8 ,9 4 5
Y U P I IT S D 45 7 ,3 0 1
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S t a te  of A l a s k a  

R e t i r e m e n t  S y s t e m s

Actuarial Presentation to the Alaska 
Retirement Management Board and 
Special Committee on Ways and Means

March 23 and 24, 2006

explore
excel ence



Agenda

• Actuarial Process

• Review of M ercer’s 2 0 0 4  Actuarial Valuation

• 2 0 0 5  Actuarial Valuation Results

• Questions
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State of Alaska Retirement Systems

• A laska consists of four traditional defined benefit (DB) pension 
plans
- Public Employees’ Retirement System (PERS)
- Teachers’ Retirement System (TRS)
- Judicial Retirement System (JRS)
- National Guard and Naval Militia Retirement System (NGNMRS)

• In addition to the traditional DB plans, a defined contribution 
(DC) plan was added effective for new hires after July 1 , 2 0 0 6

• A postem plcym ent healthcare plan covers all members in the 
DB and DC plans

• Actuaria l valuations are performed annually as of June 3 0 .
The most recent is as of June 3 0 , 2 0 0 5  for PERS and TRS. 
JRS and NGNM RS are performed biannually with the next 
scheduled valuation to be performed June 3 0 , 2 0 0 6



Actuarial Valuation

• Quantifies the benefit obligation

- Present value of future pension payments calculated using service 
at the valuation date

- Also called Accrued Liability

• Determ ines actuarial soundness of statutory contribution
- If not sound, additional contribution required by State
- Measures current funded status
- Early warning system for potential funding problems



Actuarial Valuation ( c o n t  d )

• The process includes:
- Membership data
- Financial data
- Benefit structure
- Actuarial assumptions
- Funding method
- Asset valuation method

• Expected benefit payments over future years is calculated and 
discounted back to the valuation date

• Calculations are performed on each m em ber and sum m ed



Actuarial Assumptions

• Used to quantify amount and value of future benefit payments
-  D e m o g r a p h i c  ( a m o u n t )

-  E c o n o m i c  ( v a l u e )

-  H e a l t h c a r e  ( c o m b i n a t i o n  o f  d e m o g r a p h i c  a n d  e c o n o m i c )

• Should be a realistic “best guess” based on:
-  P a s t  h i s t o r y

-  F u t u r e  e x p e c t a t i o n s

-  L o n g  t i m e  h o r i z o n  ( 4 0 +  y e a r s )

• Inflation should be consistently applied to salary increases/COLAs 
(liability), investment return (assets) and healthcare trend

• Assumptions are recommended by the Actuary, approved by the 
Alaska Retirement Management Board

• Should be explicit - each assumption individually reasonable

• Setting of assumptions is a blend of art and science

b;.icLoonsultants \.iii ... • 'ii.-.. 7 l . i  .r )•' if i*j! IV' » .



S u m m a r y  of Current Economic Assumptions

P E R S  & TRS
I n v e s t m e n t  R e t u r n  

I n f l a t i o n

I n t e r e s t  o n  C o n t r i b u t i o n s  

S a l a r y  I n c r e a s e s

-  I n f l a t i o n

-  P r o d u c t i v i t y

-  E c o n o m i c  P o r t i o n  

P a y r o l l  G r o w t h  

C O L A s

-  P o s t  R e t i r e m e n t  P e n s i o n  A d j u s t m e n t s

-  A l a s k a  

H e a l t h c a r e  T r e n d

8 . 2 5 %

3 . 5 0 %

4 . 5 0 %

3 . 5 0 %

0 . 5 0 % '

4 . 0 0 % *

4 . 2 5 %

1 . 7 5 %  a t  a g e  6 0  o r  a f t e r  5  y e a r s  

( 8  y e a r s  f o r  T R S )  o f  p a y m e n t s ;  

2 . 6 2 5 %  a t  a g e  6 5  o r  

u p o n  d i s a b i l i t y

1 0 %  f o r  t h o s e  l i v i n g  i n  A l a s k a

M e d i c a l  t r e n d  s t a r t s  a t  9 . 5 %  a n d  

g r a d e s  t o  5 %  o v e r  9  y e a r s ;  

P r e s c r i p t i o n  d r u g  t r e n d  s t a r t s  a t  1 4 %  

a n d  g r a d e s  t o  5 %  o v e r  9  y e a r s

' P r o d u c t i v i t y  f o r  P E R :S  P o l i c o / E i r o  i s  J % ,  n n d  t h o  e c o n o m i c  p o t  l i o n  i s  4 . 5 % .

3
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Actuarial Cost Method

• Used to allocate pension cost from year to year

• Determ ines pattern of funding - “Pay me now or pay me later”

• Projected Unit Credit Cost Method - Used to allocate cost 
between past and future service
- Normal Cost - cost of benefits due to service during the year 
beginning on .he valuation date and projecting salaries

- Accrued Liability - represents present value of benefits credited with 
respect to service earned as of the valuation dale

- Unfunded Accrued Liability - Accrued liability minus actuarial value 
of assets

- Actuarial Contribution - Normal cost plus amortization payment of 
unfunded liability (25 years) as a percent of pay



Funding Process
Projected Unit Credit Method

(/)
03
c  >> 
o£  Q_
=3

: 9  °  
-i=
C
O

o

X %  —

0 %  —

Past Service Cost 
or

Accrued Liability

Annual
NormaJ

Cost

D a te  o f  
H ire

V a lu a t io n  D a te  
(V D )

V D  + 1 Y r . D a t e  o f  
R e t i r em e n t

S e r v i c e  P e r i o d

Accrued Liability - Assets = Unfunded/(Surplus)
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Asset Valuation Method

• 5 -year smoothing of Market Value

• Each year, a base is determ ined equal to difference between 
expected and actual return

• 2 0 % of each base over last 5  years is recognized in Actuarial 
Value

• Constrained to be within 8 0 % and 1 2 0 % of Market Value

• Reduces volatility on actuarial contribution, but does not 
eliminate volatility

• Asset value reinitialized at M arket Value on June 3 0 , 2 0 0 2 . 
Phase-in o f 2 0 % of each base occurs over five years



Example of 

Asset Smoothing Method

$ in m illio ns A c t u a r i a l  V a l u e  v s .  M a r k e t  V a l u e

T im e

M a rke t V a lue  

A c t u a r i a l  V a l u e  i s  e x p e c t e d  to  b e :

A c tu a ria l V a lue

B e l o w  M a r k e t  w h e n  m a r k e t  i s  d o i n g  w e l l  
A b o v e  M a r k e t  w h e n  m a r k e t  i s  d o i n g  p o o r l y

buckconsultants K
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R e v i e w  o f  M e r c e r ’ s  

2 0 0 4  A c t u a r i a l  V a l u a t i o
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Review of Mercer’s 2004 Valuation

• Reviewed assum ptions and methods

• Replicated the 2004 valuation results

• Completed PERS and TRS

• JRS and NGNMRS will be com pleted later this year



C o m m e n t s  on Actuarial Review

• Projected Unit Credit Method is more likely to produce 
increasing normal cost rates. Entry Age Method is expected to 
produce more stable normal cost rates

• Investment return assum ption of 8.25% is reasonable long-term 
given current asset allocation policy

• Payroll growth assumption is overstated. We will recom mend 
reducing from 4.25%  to 4.0% for next valuation

• Demographic assum ptions are generally reasonable, although 
we want to carefully review retirement rates during the 
experience analysis



C o m m e n t s  on 2004 Replication

• Buck results matched M ercer results closely for TRS

• Minor differences in valuation process on TRS “washed out.” so 
differences not material

• Mercer understated the healthcare benefits in the PERS 
valuation by 7%

• Minor differences in valuation process of PERS pension benefit 
not material



E f

Replication of Mercer’s Results
T R S  ( $  i n  t h o u s a n d s )

M e r c e r  B u c k

P e n s i o n  A c c r u e d  L i a b i l i t y  S  4 , 2 1 6 , 4 8 0  5  4 , 2 0 0 , 3 4 1

%

( 0 . 3 8 % )

H e a l t h c a r e  A c c r u e d  L i a b i l i t y 1 , 9 0 7 , 1 2 0 1 , 9 3 3 , 6 2 4 1 . 3 9 %

T o t a l S  6 , 1 2 3 , 6 0 0 $  6 , 1 3 3 , 9 6 5 0 . 1 7 %

P e n s i o n  N o r m a l  C o s t $  7 1 , 1 1 9 $ 7 0 , 2 6 4 ( 1 . 2 0 % )

H e a l t h c a r e  N o r m a l  C o s t 4 6 , 1 0 4 4 6 , 1 9 4 0 . 2 0 %

T o t a l $  1 1 7 , 2 2 3 $ 1 1 6 , 4 5 8 ( 0 . 6 5 % )

N o r m a l  C o s t  R a t e 1 3 . 7 6 % 1 3 . 6 1 % ( 1 . 0 9 % )

P a s t  S e r v i c e  R a t e 2 8 . 0 2 % 2 8 . 1 4 % 0  4 3 %

T o t a l  E m p l o y e r  C o n t r i b u t i o n  R a t e 4 1 . 7 8 % 4  1 . 7 5 % ( 0 . 0 7 % )

1 "  ■ 1 1 '< '5" • f  * 1 /
b n c k c . • U f  i d ! ! t v l l  1 t . S  \

i r 1 . * • «.



Replication of Mercer’s Results
P E R S  ( $  i n  t h o u s a n d s )

M e r c e r B u c k %

P e n s i o n  A c c r u e d  L i a b i l i t y S  6 , 7 1 1 , 5 0 7 $  6 , 6 7 6 , 2 3 5 ( 0 . 5 3 % )

H e a l t h c a r e  A c c r u e d  L i a b i l i t y 4 , 7 3 2 , 4 0 9 5 , 0 8 8 , 3 0 8 7 . 5 2 %

T o t a l $ 1 1 , 4 4 3 , 9 1 6 $ 1 1 , 7 6 4 , 5 4 3 2 . 8 0 %

P e n s i o n  N o r m a l  C o s t $  1 6 5 , 0 0 3 $  1 6 4 , 8 3 4 ( 0 . 1 0 % )

H e a l t h c a r e  N o r m a l  C o s t 1 3 1 , 4 8 3 1 4 4 , 1 2 3 9 . 6 1 %

T o t a l $  2 9 6 , 4 8 6 S  3 0 8 , 9 5 7 4 . 2 1 %

N o r m a l  C o s t  R a t e 1 3 . 3 2 % 1 4 . 1 6 % 6 . 3 1 %

P a s t  S e r v i c e  R a t e 1 4 . 8 7 % 1 6 , 2 1 % 9 . 0 1 %

T o t a l  E m p l o y e r  C o n t r i b u t i o n  R a t e 2 8 . 1 9 % 3 0 . 3 7 % 7 . 7 3 %

I P)
b u c k C O !  i S U i U i l  l l S
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Changes Since Last Year

• No change in Benefit Provisions

• No change in Actuarial Assum ptions

• No change in Asset Valuation Method

• No change in Funding Method

• Changes to assumptions and methods will be recom m ended 
June with the results of the experience analysis



P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m
P o l i c e / F i r e  a n d  O t h e r s  C o m b i n e d

P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

T o t a l  S y s t e m  A s s e t s  ( $  i n  m i l l i o n s )

I
• i Year Ending

i
June 30,2004 June 30,2005

1 . Actuarial Value (BOY) $7 , 6 8 7 $8 , 0 3 0

Contributions 2 2 4 2 9 3

Disbursements (4 9 8 ) (5 6 7 )
Expected Return on Market Value 5 9 9 6 6 3

2 . Preliminary Actuarial Value (EOY) $8 , 0 1 2 $8 , 4 1 9

3 . 5 -year Smoothing ___  1 8 2 4 1
|4 . Actuarial Value (EOY) $8 , 0 3 0 $8 , 4 4 3

I 5 . 
»

Future Smoothing Amount 1 4 7 1 4 8

6 . Market Value (EOY) i $8 , 1 7 7
,

$8 , 5 9 1



Asset Smoothing for

Public Employees’ Retirement System
Pension and Postem ploym ent Healthcare 

1 9 9 6 - 2 0 0 5

$ in millions

F isca l Y ear E nd ing  June 30 

Market Value Actuarial Value

adm in\alaska\2006\pfes0323-24G1 ppt 2 2
buckcoimiltants

■ II' A' L. CClUip.1l IV a r \



P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m
P o l i c e / F i r e  a n d  O t h e r s  C o m b i n e d

P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

( $  i n  m i l l i o n s )

July 1,2004 July 1,2005

1 . N u m b e r

- A c t i v e 3 3 , 6 1 2 3 3 , 7 3 0

- I n a c t i v e  N o n  V e s t e d 1 1 , 8 6 0 1 2 , 7 6 1

- V e s t e d  T e r m i n a t i o n s 5 , 9 6 5 6 , 1 0 5

- R e t i r e d  a n d  b e n e f i c i a r i e s 1 9 . 5 7 2 2 0 , 7 0 3

- T o t a l 7 1 . 0 0 9 7 3 , 2 9 9

2 . A n n u a l  C o m p e n s a t i o n $ 1 , 4 7 2 $ 1 , 5 1 3

3 . A s s e t s

-  M a r k e t  V a l u e $ 8 , 1 7 7 $ 8 , 5 9 1

- A c t u a r i a l  V a l u e 8 , 0 3 0 8 , 4 4 3

-  %  A V  t o  M V 9 8 . 2 % 9 8  3 %

4 . A n n u a l  B e n e f i t  P a y m e n t s

- T o t a l $ 4 9 8 $ 5 6 7

- %  o f  M a r k e t  V a l u e 6 . 1 % 6 . 6 %

5 . A c c u m u l a t e d  M e m b e r  C o n t r i b u t i o n s

- T o t a l  f o i  A c t i v e s  a n d  I n a c t i v e s $ 1 , 3 3 9 $ 1 , 3 8 9

- A v e r a t j e  ( a c t u a l ) $ 2 6 , 0 4 0 $ 2 6 , 4 0 5



P u b l i c  E m p l o y e e s ’ R e t i r e m e n t  S y s t e m
P o l i c e / F i r e  a n d  O t h e r s  C o m b i n e d

P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

Actuarial Contribution Under Projected Unit Credit Method  
   ($ in millions)

F u n d in g J u ly  1, 2004

j

J u ly  1; 2005

1. A ctuaria l A ccrued  L iab ility $ 11.444 S 12,845

2. Actuaria l Va lue  of Asse ts 8,030 8.443
j 3. U nfunded A c tua ria l A ccrued  L iab ility S 3,414 S 4 ,402
( 4. Funded Ratio 70.2% 05.7%

! 5 Annual A ctua ria l C on tribu tion  
■

Norm al C ost $ 296 S 338
A m ortiza tion  of U n funded (25) Years 219 285

Total C on tribu tion S 515 S 623
% of Ray 35.00% 39 27%

I 6 M em ber C ontribu tion

Am ount S 100 S 109
% of Pay 0.81% 0.84 %

7 H m ploynr R equ ired  C ontribu tion

Amount S 4 15 S 514
"n ( i f  R, IV 28 19% 32 43%



Public Employees’ Retirement System
P o l i c e / F i r e  a n d  O t h e r s  C o m b i n e d  

P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

Actuarial Contribution Under Projected Unit Credit Method  
  ($ in millions)

& P o s te m p lo y m e n t
F u n d in g P e n s io n H e a lth c a re T o ta l

1. A ctuaria l A ccrued L iab ility S 7.087 S 5.758 S 12,845
2. Actuaria l Va lue of A sse ts 6,017 2.426 8.443
3. U nfunded A ctuaria l A ccrued  L iab ility S 1.070 S 3,332 S 4 ,402
4. Funded Ratio 84.9% 42.1% 65 .7%
5. Annua l A ctuaria l C on tribu tion

Norm a, Cost S 181 S 157 S 338
Am orti. ition of U n funded (25) Years 70 215

i
285

Total C ontribution S 251 S 372 S 623
% o f Pay 15 88% 23 44% 39.27%

J 6. M em ber C ontribu tion

A m ount $ 109
% of Pay 6 .84%

, 7 E m ployer R equired C ontribu tion

A m ount S 514
% of Pay 32 4:v

i i. , ■1 ,• >, , -'.I
buckconsulLints \.1 •• • , 11I V * . •



P E R S  Actuarial Accrued Liability History
Pension and Postem ploym ent Healthcare

$ in thousands

14.000.000

1 2 . 0 0 0 . 0 0 0  

1 0 , 0 0 0 , 0 0 0

8 , 0 0 0 , 0 0 0

6 , 0 0 0 , 0 0 0

4.000.000

2 . 0 0 0 . 0 0 0  

0

Pension □  Postem ploym ent Healthcare

__  —

m i
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Plan Year Beginning July 1

a(lmin\a>ask<i\2006\pres0323-24f> 1 ppt 26
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T H E  F O L L O W I N G  D O C U M E N T ( S )  

H A V E  B E E N  R E F I L M E D  T O  

A S S U R E  L E G I B I L I T Y  O R  P A G I N A T I O N

Central Microfilm Scrviet*
D epartm ent ot Education & Farly Development 
State n f  Alaska



P E R S  Actuarial Accrued Liability History
Pension and Postem ploym ent Healthcare

$ in thousands  

14,000,000 -

1 2 , 0 0 0 , 0 0 0

1 0 , 0 0 0 , 0 0 0

8 , 0 0 0 , 0 0 0

6 , 0 0 0 , 0 0 0

4.000.000

2 . 0 0 0 . 0 0 0

0

Pension □ P o s te m p lo y m e n t  Healthcare

i i I I 111111
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Plan Year Beginning July 1

n(lmin\abskn\2006\prfis0323-24fi | ppt 26
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P E R S  Actuarial Accrued Liability History
Distribution % Between Pension  
and Postem ployment Healthcare

■  Pension □  Postem ploym ent Healthcare

1 0 0 %

90%

80%

70%

60%

50%

40%

30%

2 0 %

1 0 %

0 %

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Plan Y ear  Beginning July 1
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P E R S  Funding Ratio History
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e  

B a s e d  o n  V a l u a t i o n  A s s e t s

Plan Year Beginning July 1 buckcu: isullai iis



Teachers’ Retirement System
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

T o t a l  S y s t e m  A s s e t s  ( $  i n  m i l l i o n s )

' Year End ing  

June 30,2004 June 30,2005

1 .  A c t u a r i a l  V a l u e  ( B O Y ) S 3 , 7 5 2 $ 3 , 8 4 5

C o n t r i b u t i o n s 1 2 6 1 5 0

D i s b u r s e m e n t s ( 3 2 9 ) ( 3 5 9 )

E x p e c t e d  R e t u r n  o n  M a r k e t  V a l u e 2 8 9 3 1 4

2 .  P r e l i m i n a r y  A c t u a r i a l  V a l u e  ( E O Y ) $ 3 , 8 3 8 $ 3 , 9 5 0

3 .  5 - y e a r  S m o o t h i n g 7 9

4 .  A c t u a r i a l  V a l u e  ( E O Y ) S 3 , 8 4 5 $ 3 , 9 5 9

5 .  F u t u r e  S m o o t h i n g  A m o u n t 6 7 6 8

6 .  M a r k e t  V a l u e  ( E O Y ) $ 3 , 9 1 2 $ 4 , 0 2 7



Asset Smoothing for 

Teachers’ Retirement System
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e  

1 9 9 6 - 2 0 0 5

$ in m illio ns

F isca l Year E nd ing  June 30 

Market Value Actuarial Value

.■idmin\al.i'A;t\2006\proo.0323'i,4(il ppl 3 0
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Teachers’ Retirement System
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

($ in m i l l io n s )

« July 1,2004 July 1,2005/
1. Number

- A c t i v e 9,688 9,656
- I n a c t i v  N o n  V e s t e d 2,746 2,874

- V e s t e d  T e r m i n a t i o n s 724 826

- R e t i r e d  a n d  b e n e f i c i a r i e s 8,707 9.020
-  T o t a l 21,865 22,376

2. Annual Compensation $522 $536

3. Assets

- M a r k e t  V a l u e S3,912 $4,027
- A c t u a r i a l  V a l u e 3,845 3,959
- %  A V  t o  M V 98.3% 98.3%j

4. Annual Benefit Payments

- T o t a l S329 $359
- %  o f  M a r k e t  V a l u e 8.4% j 8.9%1

5. Accumulated Member Contributions

T o t a l  f o r  A c t i v e s  a n d  I n n c t i v o s $64 7 S672
- A v e r a g e  ( a c t u a l ) $49,203 $50,300

fet it'k'. onsultanls \



T e a c h e r s ’ R e t i r e m e n t  S y s t e m
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

Actuarial Contribution Under Projected Unit Credit Method
($ in millions)_____________________

0

F u n d in g J u ly  1 ,2 0 0 4 J u ly  1, 2005

1. A ctuaria l A ccrued  1. iab ilily S 6 ,123 S 6.499

2. Actuaria l Va lue  o f Assets 3,845 3,959

3. U nfunded A ctua ria l A ccrued L iab ility S 2,278 S 2.540

1. Funded Ratio 62.8% 60.9%

5. A nnua l A ctuaria l C ontribu tion

N orm al C ost S 117 S 119

A m ortiza tion  o f U nfunded (25) Years 146 166

Tota l C on tribu tion S 263 S 285

% of Pay 50 46% 50.83%

t> M em ber C on tribu tion

A m ount S 46 S 49

% of Pay 8.68% 8 (59%

I 7 E m ployer R equ ired  C ontribu tion

A m oun t S 218 S ,!36

i 'If, o f Pay 41.78% 42 14%

buckconsultar.ts \



T e a c h e r s ’ R e t i r e m e n t  S y s t e m
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

Actuarial Contribution U nder Projected Unit Credit Method  
($ in millions)

P o s te m p lo y m e n t
F u n d in g P e n s io n H e a lth c a re T o ta l

1. Actuaria l a . ^ rued L iab ility S 4 .335 S 2,164 S 6,499
2. A ctuaria l V a lue  o f Assets 3,185 774 3,959
3. Unfunded A ctuaria l A ccrued  L iab ility S 1,150 S 1.390 S 2.540
4. Funded Ratio 73.5% 35.8% 60.9%
5. Annual A ctuaria l C on tribu tion

Norm al Cost S 71 S 48 S 119
A m ortiza tion  of U nfunded (25) Y ears 75 91 166
Total C ontribu tion S 146 S 139 S 285
% of Pay 26.04% 24.79% 50,83%

5 M em ber C ontribu tion

A m ount $ 49
'ft, of Pay 8.69%

7 Em ployer R equ ired  C on tribu tion

Am ount S 236
% of Pay 42 .14%



T R S  Actuarial Accrued Liability History
P e n s i o n  a n d  P o s t e m p l o y m e n t  H e a l t h c a r e

$ in thousands  

8 , 0 0 0 , 0 0 0

Pension □ P o s te m p lo y m e n t  Healthcare

7 , 0 0 0 , 0 0 0

6 , 0 0 0 , 0 0 0

5 , 0 0 0 , 0 0 0

4.000.000

3 . 0 0 0 . 0 0 0  

2 , 0 0 0 , 0 0 0  

1 , 0 0 0 , 0 0 0

0 i i l l l l l l l l
1996 1997 1998 1999 2000 2001 2002 2003 2004  2005

Plan Year Beginning July 1
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T R S  Actuarial Accrued Liability History
D i s t r i b u t i o n  %  B e t w e e n  P e n s i o n  a n d  

P o s t e m p l o y m e n t  H e a l t h c a r e

■  Pension □  Postem ploym ent Healthcare

1 0 0 %

90%

80%

70%

60%
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2 0 %

1 0 %

0 %

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Plan Year Beginning July 1
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T R S  Funding Ratio History
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Conclusions and C o m m e n t s

P E R S  a n d  T R S

• Modest asset gains on market value experienced during last 
year. Rate of return was about 8.55%, or .30% greater than 
8.25% assumed.

• Delayed gains from prior years along with the investment gain 
during last year resulted in Actuaria l Value return of 9.1 %, or 
.85% more than 8.25% assumed.

• Loss on liabilities due to decrem enta l experience, healthcare 
claims and trend, and changes from prior actuary

3 7
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Conclusions and C o m m e n t s  (cont’d)

• Changes in Unfunded Liability ($ in millions)

P E R S  T R S

2 0 0 4  U n f u n d e d  L i a b i l i t y $ 3 , 4 1 4 $ 2 , 2 7 8

-  E x p e c t e d  i n c r e a s e 6 5 4 1

-  A s s e t  ( g a i n ) ( 3 5 ) ( 1 5 )

-  D e c r e m e n t a l  a n d  o t h e r  l o s s e s 7 2 6 1 1 7

-  C o n t r i b u t i o n  s h o r t f a l l 2 3 2 1 1 9

2 0 0 5  U n f u n d e d  L i a b i l i t y $ 4 , 4 0 2 $ 2 , 5 4 0



Conclusions and C o m m e n t s  (cont’d)

• Increased em ployer contribution rates required for PERS and 
TRS

PERS TRS

2 0 0 4 2 8 .1 9 % 4 1 .7 8 %
2 0 0 5 3 2 .4 3 % 4 2 .1 4 %
Change +4 .2 4 % +0 .3 6 %

Funded ratios declined over last year
PERS TRS

- 2 0 0 4 7 0 .2 % 6 2 .8 %
- 2 0 0 5 6 5 .7 % 6 0 .9 %
- Change (4 .5 %) (1 .9 %)

3'J
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Conclusions &  C o m m e n t s  - Medicare Part D

• Medicare Part D subsidy is best near-term option

• W rap-around or PDP likely best long-term option (economically 
and for accounting)

• GASB proposes treating the subsidy differently than FASB:
-  F A S B  u s e s  l i a b i l i t y  n e t  o f  s u b s i d y ,  G A S B  d o e s  n o t

-  G A S B  P r o p o s e d  T e c h n i c a l  B u l l e t i n  N o .  2 0 0 6 - a

buokconsulianls A
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Conclusions &  C o m m e n t s  - Medicare Part A

• Impact of Medicare Part A proportional to members with Part A 
coverage

• This proportion will grow over time, lowering State costs

• It may be cheaper to pay Medicare Part A premiums than to pay 
"no-Part A" hospital claims

• Incent retirees to report FICA-covered non-State and FICA- 
covered spouse em ploym ent

• Medicare is likely to pay less to hospitals than the State 
currently pays

• Hospital backlash?
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For the record, my name is Larry Scmmens. I am a member o f  the Alaska Retirement 

Management Board.

The ARM Board was established in October 2005 as a result o f  the passage of Senate Bill 

141. One of the most important provisions of SB 141 was direction to the board to prepare a 

report to the legislature with short-term and long-term recommendations for addressing the 

unfunded liability of the retirement plans. The ARM Board delivered our report to the House 

Ways and Means Committee April IS, 2006. The Board unanimously approved the Report. The 

legislation before you today is identified with the ARM Board’s P:iority One recommendation.

In arriving at our recommendation the hoard has heard presentations from numerous experts on 

topics ranging from pension obligation bonds to natural gas leases, in was the board’s goal to 

identify funding strategies to fully fund the retirement obligations to our public employees vv th a 

minimal impact on the services to the residents of Alaska. I would like to point out that one of 

the key assu iptions in connection with this recommendation is that the ARM Board would set 

the I V 2008 employer contribution rate at the acluarially required rate.

As you have no doubt heard, the combined unfunded liability of the FFRS/TRS systems 

has grown from $5.7 billion to $6.9 billion at June 50, 2005. Clearly the process of digging out 

of a $6.9 billion hole will not be pleasant, but delaying action will only make tilings worse.

I hank you for considering this legislation at this late date. We hope that it is adopted this 

session.

Mr. (iaty Bader. Chiel Investment Officer,Tieasury Division ol the Department ol 

Revenue is piesein with you today to piovide details and to answer questions. I will also .stand 

by here in Isenai it you have any questions of me.
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R e p r e s e n t a t i v e  K e v i n  M e y e r

H O U S E  D I S T R I C T  3 0

SPO N SO R STATE M E N T 

HB 377 

"A n  A c t re la tin g  to  an e xem ption  fo r  ce rta in  re g is tra tio n  a n d  p rac tice  
re q u ire m en ts  fo r  p e rs o n s  p re p a rin g  d raw ings  o r  s p e c if ic a tio n s  re la ted  to 

the c o n s tru c tio n  o f  ce rta in  b u ild in g s ."

State law requires that an engineer or architect prepare drawings or specifications tor a 
residence if it is more than two stories high. I lowever, the building codes adopted by the 
State Fire Marshall and many municipalities require an engineer or architect only il a 
residence is more than three stories high.

The process of consulting with an engineer or architect adds an unnecessary expense to 
the construction or renovation of a home. House Bill 377 amends Alaska statute to reflect 
the standard already present in the adopted codes across the state. I IB 377 will allow 
contractors and homebuilders to build or expand a residence il it is not more than three 
stories high.



BUILDING PLANNING

TABLE R301.2.2.4 
WALL BRACING ADJUSTMENT FACTORS BY 

ROOF COVERING DEAD LOAD-1

WALL SUPPORTING

ROOF/CEILING 
DEAD LOAD

ROOF/CEIL iN'G 
DEAD LOAD

15 ps( o r  lo s s 25 psf
Roof only TO 1.2

‘Roof plus one story 1.0 1.1
For SI: 1 pound per square fo o l»  0.0479 LN/rn2, 

a. Linear interpolation shall be permitted.

11301.2.2.4.1 Height lim itations. Wood framed build­
ings shall be limited to three stories above grade or the 
limits given in Table R602.10.1. Cold-formed steel 
framed buildings shalJ be limited to two stories above 
grade in accordance with COFS/PM. Mezzanines 
as defined ill Section 202 shall not be considered as 
stories.

W1.2.2.‘b2"Anchoa,d slu lrnnn tm iasonry  veneer. 
Buildings with anchored stone and masonry veneer 
shall be designed in accordance vsith accepted engi­
neering practice.

Exceptions:
1. In Seismic Design Category D p exterior ma­

sonry veneer with a maximum nominal thick­
ness of 4 inches (102 mm) is permitted in ac­
cordance with Section R703.7, Exception 3.

2. In Seismic Design Category D2, exterior ma­
sonry veneer with a maximum actual thick­
ness of 3 inches (76 mm) is permitted in accor­
dance witli Section R703.7, Exception 4.

R301.2.2.4.3 M asonry construction. Masonry 
construction in Seismic Design Category Dj shall com­
ply with the requirements of Section R606.ll.3. Ma­
sonry construction in Seismic Design Category D? 
shall comply with the requirements of Section 
U6Q6.11.4.

1001.2.2.4.4 Concrete construction. Buildings with 
above-grade concrete walls shall he in accordance with 
Section R611, R612, or designed in accordance with 
accepted engineering practice

K301.2.2.4.5 Cold-formed steel fram ing in Seismic 
Design Category Dpmil I);. In Seismic Design Cate­
gory Dj and Da in addition to the requirements of this 
code, cold-formed steel framing shall comply with the 
requirements of COFS/PM.

R301.2.3 Snow loads. Wood framed construction, cold- 
formed steel framed construction and masonry and concrete 
construction in regions with ground snow loads 70 psf (3.35 
KN/m2) nr less, shall be in accordance with Chapters 5 ,6  and 
b. Buildings in regions with gtound snow loads greater than 
70 psf (3.35 kN/rn2) shall be designed in accordance with ac­
cepted engineering practice.

11301.2.4 I loodplain construction. Buildings and struc- 
hncs constructed in flood hazard areas (including A or V

Zones) as established in Table R301.2(l) shall be designed 
and constructed in accordance with Section R323.

Exception: All buildings and structures in identified 
floodways as established in Table R301.2(1) shall be de­
signed and constructed as stipulated in the International 
Building Code.

R301.3 Story height. Buildmgs constructed in accordance 
with these provisions shall be limited to story heights of not 
more than the following:

1. For wood wall framing, the laterally unsupported bear­
ing wall stud height permitted by Table R602.3(5) plus a 
height of floor framing not to exceed sixteen inches.

Exception: For wood framed wall buildings with 
Iracing in accordance with Table R602.10.1, the 
wall stud clear height used to determine the maxi­
mum permitted story height may be increased to 12 
feet witiiout requiring an engineered design for the 
building wind and seismic force resisting systems 
provided that the length of bracing required by Table 
R602.10.1 is increased by multiplying by a factor of 
1.20. Wall studs are stiil subject to tiie requirements 
of this section.

2. For steel wall framing, a stud height of 10 feet, plus a 
height of floor framing not to exceed 16 inches.

3 For masonry walls, a maximum bearing wall clear height 
of 12 feet plus a height of floor framing not to exceed 16 
inches.

Exception: An additional 8 feet is permitted for ga­
ble end walls.

4. For insulating concrete form wails, the maximum bear­
ing wall height per story as permitted by Section 611 
tables plus a height of floor framing not to exceed 16 
inches.

Individual walls or walls studs shall be permitted to exceed 
tiiese limits as permitted by Chapter 6 provisions, provided 
story heights arc not exceeded. An engineered design shall be 
provided for the wall or wall framing members when they ex­
ceed the limits o f Chapter 6. Where the story height limits arc 
exceeded, an engineered design shall be provided in accor­
dance with the International Building Code the overall wind 
and seismic force resisting systems.

11301.4 Dead load. Tire actual weights of materials and 
construction shrill be used for determining dead load with con­
sideration for the tr*  ’ load of fixed service equipment.

11301.5 Live Ion The minimum uniformly distributed live 
load shall be a .ovidcd in Table 11301.5.

11301.6 H o o f rid. Roofshrdl be designed for tire live load indi­
cated in Table 11301.6 or the snow load indicated in Table 
R301.2(I), whichever is greater.

1131)1.7 Dcllcctioi'. T he allowable deflection ol any structural 
member under the Jive load listed in Sections R30I.5 and
11301.6 sliall not exceed the values in Table 11301.7.

2003 INTERNA!IONAL RESIDENTIAL CODE' <13



WALL CONSTRUCTION

T A B L E  R602.10.1 
W ALL BRACIN G

---- SEiSMIC DESIGN
c a t e g o r y  OR WIND 

SPEED CONDITION TYPE OF BRACEh c AMOUNT OF BRACING0̂ .*

Ca tegor ie s  A  and  B
(S  ̂S0 .35g and  
SJs £0 .33g) or 

100 mp l i  a n d  l e s s

O n e  s to r y
T op  o f  t w o  o r  th ree s to r y M e t h o d s  1 , 2 , 3 , 4 , 5 , 6 ,  7 or  S

L o c a t e d  at e a ch  end  a n d  at le a s t  c v e i y  25 feet 
o n  cen te r  bu t  no t  le s s  than  16% o f  b r a c e d  
w a l l  l i n e .

F i r s!  s l o r y  o f  tw o  s to r y  
S e c o n d  s l o r y  o f  th re e  s io r y M e t h o d s  1,2, 3 , 4 , 5 ,  6, 7 or  8

L o c a t e d  a t  c a c l i  end  and  at le a s t  e v e r y  25 feet 
o n  ce n t e r  bu t  no t  le s s  than  16% o f  b ra c ed  
w a l l  l i n e  fo r  M e t h o d  3 and  25% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d s  2 ,4 ,5 ,  6, 7 o r  8.

F i r s t  s l o r y  o f  th ree  s to r y M e th o d s  2, 3, 4, 5, 6 ,7  o r  8

M in im u m  48-inch-wide p an e l s  lo c a l c d  at 
e a ch  e n d  an d  at le a s t  e v e r y  25 fe e t  on  cen te r  
b u t  no t l e s s  th an  25% o f  b r a c e d  w a l l  l i n e  fo r  
m e th o d  3 and  35% o f  b r a c e d  w a l l  T i c  fo r  
M e t h o d s  2, 4, 5, 6 ,7 o r  8.

C a te g o r y  C  
( S j^ O .O g a n d  

S j , < 0 .5 3 g )  or 
le ss  than 110 mph

O ne  s io r y
T op  o f  t w o  o r  th ree  s to r y M e t h o d s  1, 2 ,3 ,4 ,  5, 6, 7 o r  8

L o c a t e d  at e a ch  end  and  at le a s t  e v e r y  25 feet 
o n  c e n t e r  b u t  no t le s s  than  16% o f  b ra c ed  
w a l l  l i n e  fo r  M e t h o d  3 an d  25% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d s  2 ,4 ,5 ,6 ,  7 or S.

F i r s t  s l o r y  o f  tw o  s to r y  
S e c o n d  s i o r y  o f  th ree  s lo r y M e th o d s  2 ,3 , 4 ,5 ,  6, 7 o r  8

L o c a t e d  at e a ch  en d  and  at lea s t  e v e t y  25 feet 
on  c e n t e r  bu t  no t  le s s  than 30% o t  b r a c e d  
w a l l  l i n e  fo r  M e t h o d  3 and  45% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d s  2 , 4 , 5 , 6 , 7  o r  8.

F i r s t  s l o r y  o f  th ree  s l o r y M e t h o d s  2 ,3 , 4, 5, 6, 7 o r  8

L o c a l c d  at e a ch  end and  at le a s t  e v e r y  25 fee l  
o n  ce n t e r  b u t  n o t  le s s  than 45% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d  3 an d  60% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d s  2 ,4 , 5, 6, 7 o r  S.

C a te g o r y  D i  
(S, £  1.25g and  

S j j  £  0 83g) 
or

less than 110 rnph

O ne  s l o r y
Top  o f  t w o  o r  th ree s t o r y M e t h o d s  2, 3, 4 ,5 , 6, 7 o r  8

L o c a t e d  at each  en d  and  at le a s t  e v e r y  25 feet 
o n  cen te r  bu t  n o t  le s s  than 20% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d  3 and  30% o l  b r a c e d  
w a l l  l i n e  fo r  M e t h o d s  2 , 4 , 5 ,  6, 7 oi  8.

F i r s t  s t o r y  o f  tw o  s to r y  
S e c o n d  s t o r y  o f  th ree  s to r y M e t h o d s  2 ,3 , 4,5,  6, 7 or  8

L o c a t e d  at e a ch  en d  and  no t  mo re  than 25 
fe e t  on  c e n te r  b u t  not le s s  than 45% o f  b ra c ed  
w a l l  l i n e  fo r  M e t h o d  3 and  60% o f  b ra c ed  
w a l l  l i n e  fo r  M e t h o d s  2 , 4 , 5 ,  6, 7 or  S.

F i r s t  s l o r y  o f  th ree  s t o r y M e th o d s  2, 3, 4 ,5 ,  (>, 7 o r  8

L o c a t e d  at e a ch  end  and  no t m o re  than 25 
fe e t  o n  cen te r  b u t  not l e s s  th an 60% o f  b raced  
w a l l  l i n e  fo r  M e th o d  3 and  85% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d  2, 4 , 5 , 6 , 7  or  8.

f S ...........................................S '
On e  s l o r y
T o p  o f  t w o  s to r y  <J

M e t h o d s  2, 3 , 4 , 5 , 6 ,  7 o r  8 (
L o c a t e d  at e a ch  en d  and  at lea s t  e v e r y  25 feet 
o n  c en te r  b u t  not le s s  than 25% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d  3 and  40% o f  b r a c e d  
w a l l  l i n e  fo r  M e t h o d s  2 , 4 , 5 ,  6, 7 or  8.

C a te g o r y  D i  o t 
le ss  than 110 m ph

v/i
F i r s t  s l o r y  o f  tw o  s t o r y  ̂  W  

Vi  ?

M e t h o d s  2 ,3 , 4, 5 .6 , 7 or 8

A

L o c a t e d  at ea ch  c n J  and  no t mo re  than  25 
fe e t  on  c e n t e r  b u t  no t le s s  than  5.5% o f  b raced  
w a l l  l i n e  fo r  M e t h o d  3 and  75% o f  b r a c e d  
w a l l  l i n e  fo r  M e th o d s  2 , 4 , 5 ,  6, 7 or  8.

UJ M
C r ip p le  w a l l s  £  f<1 M e th o d  I  J

L o c a t e d  at e a ch  en d  and  no t  m o re  than  25 
fe e t  o n  c e n t e r  b u t  no t le s s  than  75% o f  b raced  
w a l l  l i n e .

lor SI: 'T T iie h 'tT S T  mmHTooi t'WTJTnlHjJ^nrfKLpM'^tju. intTÊ >cr hour = l 609 km/h.
a Wall bracing amounts arc based on a soil sue class "D " Interpolation of bracing amounts between the S j, values associated w itli the Seismic Design Categories 

shall be permitted wlicn a site specific Si,!, value is determined in accotdnnce with Section 1615 of the Into national Building CaJc.
b. Foundation ctipple wall panels shall be braced in accordance with Section R6Q..1Q.2.
c. Methods of bracing shall he asdesenbed in Section K602 1>I i  "''lie alternite brace J  wall panels described in Section R602 10 6 shall also he peintiiled.
d Fhc bracing amounts for Seismic Design Categories ate based on a 15 nsf wall dead load. For walls with a dead load of S psf or less, the bracing amounts r'lall be 

permitted to be multiplied by 0 85provided that the adjusted bracing amount isnot less than that required for the silc’swindspced. The minimum lengthof braced 
panel shall not he less than requited oy Section R602 10.3

c When llicdeorl load of the roof/ceiling exceeds 15psf, the bracing amounts shall be increased in accordance with Section H J012 2 4. [tracing reijuiied foi a site’s 
wind speed shall not be adjusted
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A la s k a  A s so c ia tio n  o f  H a r b o rm a s te r s  a n d  P o r t  A d m in is t r a to r s  D e fe r re d  M a in te n a n c e  Fundin)>  S u m m a ry
L is t  o f  C o m m u n it ie s  T h a t  l l a v c  A cc e p te d  H a rb o r  O w n e n h ip  f ro m  th e  S ta te  o f  A la s k a

g a t e *

L o c a tio n F a c i l i ty S a le  D a te /T y p e
• S ta le  F u n d s  

A lre a d y  P ro v id e d C o s t E s I P ro v id e d

F u n d s

R e q u ire d C o n ta c t

P h one

N u m b e r

Chtneca Oil Spill Response Seaplane Float 10 8 1 0 0 8  B ill o f  Sale s 315,000 5678.00C Olen H arm 592-1444
Cold llav Dock fv'30'1992 B ill o f  Sale n ’o Eng l  it 5'4/05 S500.00C Bob Juettner 274-7555
Cordova Small Boat Harbor 8 0.3/2003 B ill o f  Sale S 4.876,000 Est l/3 | CIOO/" Dale Muma 424-6400

Craig
Dock
North Cove Small Boat Harbor 
South Cove Small Boat Harbor

12 19/2001 B ill o f  Sale 
6/30/1992 Comm's Deed 
0 /14/| 095 C omm's Deed S 581,000

Quote 2!\QRQb SI 75.000 Michael Kompnich 826-3404

Homer Small Boat Harbor 4 '30'IW Q  B ill o f  Sale s 3 ,605,400 Est 10-2005 S3.300.000 Steve Dean 235-3160

Juneau

Aurora Small Boat Harbor 
Don Statter Small Boat Harbor 
Douglas Dock 
Douglas Small Boat Harbor 
Hams Small Boat Harbor 
Taku Small Boot Harbor 
North Douo.'as 1 aiir.ch R .urp

4/2/2003 B ill o f  Sale s 7.119.000 Eng Report 3 04 S I 7 .100,000 John Slone 586-0294

Ketchikan

Bar Harbor North 
Bar Harbor South 
City Float 
R\us Float
Ihomav Baaii Small Boat harbor

S/I 1/200* H ill o f  Sale 
5 '152002  B ill o f  Sale 
I/ I/1 999 B ill o f  Sale 
8 /110004  B ill o f  Sale 
S 112004 B ill o f  Sale

s 7.826.000 Est 9/1/05 S I 3.450.000 Chris Brcsston 228-5632

King Cove Old Harbor 325 /1995  B ill o f  Sale s 352,000 Fnu Est 2 .3/06 S4.592.000 David Booh 407-2237
Klauock Small Boat Harbor 

Dock
3/282003 B ill o f  Sale 
5 1/s'1986 Quit Claim Deed s 896,000 S200.000 John Morns 755-2261

Kodiak
City 1 loot
St Herman's Small Boat Harbor 
Si Paul Small Hoot Harbor 
C hannel Transient Float

3/12/1999 B ill o f  Sale s 7.775.500 Eng Rep 2/02 
Update L'st 2 0/ S I 4 .‘>00.000 Marty Owen 486-8080

O ld Harbor Pock
Moat

5 20-1993 B ill o f  Sale 
5 2 0  1993 B ill o f  Sale s 154.000 S I,000.000 Jim N'cslic 286-2204

Pelican Snn ll Boat Harbor A Seaplane Mo.it 9  0 62001  B ill o f  Sale s 1.451.142 1 '30/2006 S 1.040.000 Pal tv Phillips 735-2202

Petersburg
North Harbor
Middle Small Boat Harbor
South Small Boat Harbor

1 2 0 6 2 0 0 5  B ill o f  Sale 
6 0 3 2 0 0 3  B ill o f  Sale

s
s

2.500.000
1.729.000 Eng Fvt 2 6  06

S4.000.000

S2.soo.ooo
Jim Stromdahl 772-4688

Sard Point Small Hunt Harbor 12 2 1992 B ill o f  Sale n a S 2.100.000 Richard Kochuten. Sr 381-2696
SeJJvHid Small Boat Harbor 5 IX Toot B ill o f  Sale 5 2.628.000 S3.400.000 Honda Hjvr.es 234-7M1
Sc vs an! S ii li ll Boat Harbor :  25 1999 B ill o f  Sale S 3.134 * >0 Enu f  vt 2 (Ah, 57 693 ,000 Scott Ransom 224 3 |3S

SuVa

Crcvent Harbor (A -D , 1-4)
C ro c  cm Harbor tE-F. 5-7) 
Scaling Cove Small Boa! Harbor 
Thomsen Small Boat 1 larhor • OJJ 
ASH Float

I I  W 2 0 0 I B ill o f  Sale 
08 30 2004 B ill o f Sale 
08 30 2004 B ill o f  Sale 
OS 10 2004 B ill o f  Sale 
/» 18 1 ‘>92 Comm'v Deevl

s 6 .468.000 Evt 2 1  tK* S4.500.0tK> Rav M.^evki 747-3439

Sk.uwav Small Boat Ho:b 10 21 2004 B ill o f  Sale s 1 068,852 Fvt 1 1 06 S 2 575.000 Mattevv O lio v le 983-2628
Tantlek O il Spill Hear ,<v ana . *m Dock 10 8 f'WH B ill o f Sale s 115,000 $270,000 Olen Hams 562-1444
Vulde/ Small B o '  it arbor 12 tit 2003 B ill o f  Sale s 3.013.300 1 si 2 /1 0 6 S? 500.000 Alan Sorum 835-4981
Whillicr Passenger l.oaJmg Dock 

Small fl<vit Harbor
5 15 2002 B ill o f  Sale 
8 02 20CV4 B ill o f  Sale s 2 479 ,000 SJ.890.00O Mark Earnest 472 2327%113

Wrangell

l  ivh A  Game Moat 
Inner Small Boat Harbor 
Rehrncc Small Mo.it Hartxir 
Shocmakei Ba> Harbor 
SlaoJard 0 . 1 1 .oat

K 2< i2»0 l B ill of Sale s J .492.000 1 ng E t f 2  2  0ft S6.200.CKK) (iieg  Mcissner 874-3736
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FISCAL NOTE
STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Nole if correction):______________
Title Exerrption: Res. Bldg. Drawing & Specs

Fiscal Note Number:

Bill Version:
(H) Publish Date:

Dept. Affected: 
'RDU

1
CSHB 377(L&C)
3/6/06

Commeice
Coip, Bus & Prof Licensing (117) 

Component Corp. Bus & Prof Licensing______

Requester Labor and Commerce Component No. 2360

E x p e n d itu re s /R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES ■

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1G03 GF Match
100-1 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1156 Receipt Supported Services

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY200G) cost: 0 0
Mark this box (X) if funding for this bit' is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time
Part-time
Tempos _y

ANALYSIS: (Attach a soparale paqo if necessaryl

This legislation amends AS 08.08.331(a) by making an exemption from certain registration and practice 
requirements for persons preparing drawings nr s, reifications related to the construction of certain buildings. 
New funds are not required to implement the provisions of this legislation.

Prepared by: 
Division

Approved by: 
Agency

Katborino Mason. Administrative Manager Phone (907).166-2572
Coiporations. Business and Professional Licensing Date/Time 2/23/06 3 05 PM

William C. Noll. Commissioner Date 2/23/2006
Commerce. Community, and Economic Development
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'g C O M M U N I T Y  AND 
is ECONOMIC DEVELOPMENT

D iv is io n  o f

ECONOMIC DEVELOPMENT
D iv is io n  o f  C o rp o ra tio n s , E a s in e s s  nnd P ro fe ss io n a l L ic e n sin g

D E P A R T M E N T  O FA R T M E N T  O F
Frank II. Mnrkomki, Goitrnor 
William C. Noll, Commissi outr 

Ri:k Urion, Dirt, toi

HotBot axj>0

B O A R D  O F  R E G IS T R A T IO N  F O R  A R C H IT E C T S , E N G IN E E R S  
AND LA N D  S U R S V E Y O R S

F e b r u a r y  2 4 , 2 0 0 6

RE: H B  3 7 7

To W h o m  It  M ay  C o n c e rn :

T h e  B o a rd  o f  A r c h i te c ts ,  E n g in e e r s ,  a n d  L a n d  S u rv e y o rs  h a s  b e c o m e  a w a re  t h a t  th e  
A la sk a  S ta te  L e g is la tu re  is  c o n s id e r in g  m o d ify in g  AS 0 8 .4 8 .3 3 1 (a )(6 )(C ) to  a llo w  th r e e -  
s to ry  r e s id e n c e s  to  h e  e x e m p t  fro m  t h e  r e q u i r e m e n t  t h a t  th e y  b e  d e s ig n e d  b y  a  
re g is te re d  d e s ig n  p r o fe s s io n a l  (A rc h i te c t  & E n g in e e r) .

T h is  d e c is ’o n  w o u ld  a llo w  a  c o n t r a c to r  to  b u ild  a  'h r e e - s to r y  h o m e  w i th o u t  th e  
in v o lv c m e r t o f  a  p r o f e s s io n a l  a r c h i t e c t  o r  e n g in e e r .

T h is  d e c is io n  w o u ld  p u t  a t  r i s k  o f  h a r m  th o s e  t h a t  th e  s t a t u t e  (AS 0 8 .4 8 )  w a s  c re a te d  
to p ro te c t .  T h e  d e s ig n  lo a d s  o n  a  s t r u c t u r e  c a n  s ig n if ic a n tly  in c r e a s e  w i th  th e  a d d i t io n  
of a  th i t 'd  s to ry . T h is  a f f e c ts  p la c e m e n t  o f  th e  s t r u c t u r e  o n  a  lo t, fo u n d a t io n , w all, 
c e ilin g  a n d  ro o f  d e s ig n , a s  w ell a s  t h e  floo r p la n ,  p la c e m e n t  o f  w in d o w s , d o o rs , e tc .

S p e c ia l m a te r ia l s  a n d  c o n s t r u c t io n  t e c h n iq u e s  n o t  ty p ic a l  to  a  tw o -s to ry  r e s id e n c e  a re  
o ften  r e q u i r e d  to  h a n d le  th e s e  i n c r e a s e d  lo a d s . A s s u m in g  a  c o n t r a c to r  w o u ld  be  a b le  
to re c o g n iz e  th e  d a n g e r s ,  p ro p e r ly  c a l c u l a t e  th e  lo a d s , a n d  m o d ify  th e  d e s ig n  to  
p re v e n t a  s t r u c t u r a l  f a i lu r e  if  a  d a n g e r o u s  a s s u m p t io n .  C o n t r a c to r s  a r e  n o t r e q u ir e d  
by th e  S ta t e  o f  A la s k a  to  h a v e  th e  e d u c a t io n ,  t r a in in g ,  a n d  v e r if ic a tio n  hy  e x a m  to 
e n s u r e  th e y  a r e  c a p a b le  o f  p e r fo rm in g  t h i s  v /o rk .

T h is  s t a t u t e  s e t s  fo r th  th e  r e q u i r e m e n t s  fo r A rc h i te c ts  a n d  E n g in e e r s  to  e n s u r e  th e y  
a re  c o m p e te n t  to  d e s ig n  th e s e  s t r u c t u r e s  in  a  m a n n e r  t h a t  is  s a fe  for th e  p u b lic .

T he  B o a rd  o f  R e g is t r a t io n  fo r A r c h i 'e c ts ,  E n g in e e r s ,  a n d  L a n d  S u iv e y o r s  (AELS B oard ) 
is  o p p o s e d  to  th e  m o d if ic a t io n  o f t h i s  s t a t u t e  in  th e  i n t e r e s t  o f  p u b lic  sa fe ty .

r v u n i i e m  i j . i v i u y i i i i i  u ,
AELS Board 
(907) 3 4 3 -5 2 8 2
l . m n y n .m l f f i i a k l i  c u m

1*0 H a s  1 108'16, tu n c .u i. ,M : 00.81! ObOO 
TVIr l l i i iu r  ( 'tu " ) - l i  i . 'Vt I I’.IV ("•• ')  l(T- ?97  t VC'clltltP WWW ccm illM J f  ■Mj'f lk i n / u n
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C O M M E R C E
C O M M U N I T Y  A N D 
ECONOMIC DEVELOPMENT

D E P A R T M E N T  O I
Prank 11. Mnrkowski, Goventor 
William C. Noll, Commissioner 

Rick Urion, Director

' V >  Of AW * 0

BOARD OF REGISTRATION FOR ARCHITECTS, ENGINEERS 
AND LAND SURSVEYORS

March 1 4 , 2 0 0 6

RE: HB 3 7 7

To Whom It May Concern:
The Board of Architects, Engineers, and Land Surveyors is aware the Alaska State 
Legislature is still considering modilying AS 0 8 .4 8 .3 3 1 (a)(6 )(C) to allow three- story 
residences to be exempt from the requirement that they be designed by registered 
design profcssional(s). The only change we see is reducing the exemption from four- 
family residences to two-family residences.
This change does not affect our opposition. This change would still put at risk those 
who the statute (AS 0 8 .4 8 ) was created to protect. As commented before, the design 
loads on a structure significantly increase with the addition c f a  third story, not least 
o f which are seismic loads.
Contractors and home builders are not required oy the State o f Alaska to have the 
education, training, verified by exam, to ensure they are capable of designing this size 
building. Design professionals arc trained to ensure buildings arc safe for human 
habitation.
In the interest of public safety, the Board of Registration for Architects, Engineers, and 
Land Surveyors (AELS Board) is still strongly opposed to the modification of this 
statute.

Sincerely,

Kenneth L). Maynard, Chair 
AELS Board 
(9 0 7 ) 3 4 3 - 5 2 8 2km.ijiiarily nskli mm
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R e p r e s e n t a t i v e  K e v i n  M e y e r

H O U S E  D I S T R I C T  3 0

M E M O R A N D U M

F e b ru a ry  15,2006 

Representa tive  Kevin M eyer 

M ike I’awlowski

Sectional Analysis for 1111 377
(Version No. 24 -  LS1471 \A)

As a preliminary matter, note that a sectional summary of a bill should not be considered 
an authoritative interpretation of the bill and the bill itself is the best statement ot its 
contents. If von would like an interpretation of the bill as it may apply to a particular ;ct 
of circumstances, please advise.

Section 1. Amends the exemption to the requirements of title S chapter 48 in AS
08.48.331 (a) (6; (C) for residential buildings smaller than a four-plex to three from two 
stories.

D A TE:

T O :

F R O M :

RE:

p n iiiil: l< i '|i i i 's r it l ,i l iu ' K evin V n n  ./: It t;is M.itr . i t  .iin • I'ull I’ix t : (S lili) lli.i I'M .'
Si'Miimi: M.ilc C.ipilnl. Iitilolil. .M.iik.l !I!ISIII 11 S.! • I'liiinr. Hi >■ I1M > 1 .n I'll)") Ili.V.l 17tl

Intertill: 7 Hi U till .\w \, \m  liui.iu.v A l.i.H.i -HI>01 Jl'lil •   1007) ,'li!HII-l!l I .it (!Ml7| Ji.'M II'I7
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Affiliated with N'AHB

February 15, 2006

Representative Kevin Meyer 
State Capitol, Room 515 
Juneau, AK 99801-1182 
FAX 907^65-3476

Dear Rep. Meyer:

Regarding legislation (HB 377) for stories above grade the Anchorage Home Builders Association fully 
endorses and supports this measure.

This is merely a housekeeping measure to align the state statute, the International Building Code and the 
International Residential Code. Currently the two are inconsistent. The state statute is two-stories and 
International Codes are 3-stories.

Sincerely,

Ray Hickel 
President
Anchorage Home Builders Assn.

Eric Schach 
Vice President
A nchors?? y 6n>c>Builclers Assn.

Larry Partuseh 
Treasurer 
Anchorage Home Iders Assn.

/ ( J f - l l x __
Suo Wolfe 
Secretary
Anchorage Home Builders .Assn.

Hurley Sudsburv 
Past President
.Anchorage Home Builders Assn.

“ B u i l d i n g  B e t t e r  P l a c e s  t o  L i v e ,  W o r k  a n d  P l a y ”

A N C H O R A G E  H O M E  B U I L D E R S  A S S O C I A T I O N ,  I N C .
8301 Sdvxm Street, Suite 200 * Anchorage, AK 99518 • (907) 522-3605 • Fax (907) 522-3757

t o t a l  p . 0 i


