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Coupled with the HRA of 2% and the pension rate of 8.25% recommended above, the 3.75% medical
contribution would yield a total employer’s contribution rate of 14%, which is the actual amount the state
and local government contributed at statehood.

Immediately after statchood: the cost share for public employees was spilt into about equal thirds; one-
third from the State, one-third from the employer and one-third from the employee. When the State
dropped their share (about 7% of salary) the promise was the State would increase revenue sharing to
offset those costs. The State has deserted that commitment by no longer funding revenue sharing in the
budget. Now the State proposes to shift its obligation to the employee. Instead of following the axiom
that stuff flows downhill, the State should maintain the 14% original obligation. Remember this

obligation was made before we had OIL!

It has been stated to House State Affairs that NEA-Alaska asked for a vesting period of five years. Let
me correct the record, in testimony before the Senate Finance Committee we confirmed five years is a
standard vesting period and we had no objection. We also pointed out that the five-year period coincided
with the "five-year itch" that infects educational employees. The data is clear. We arc losing 50% of new
employees over the first five years. |fan employee can now take their contribution anil return home,
portability is not afactor that benefits Alaska’ schools. However, ifyou are going to implement a
Defined Contribution (DC) Plan, (hen we suggest thatyou provide the same benefit that NEA-Alaska

provides to its employees, immediate vesting.

The investment method outlined in SI3 141 is a standard approach for DC plans. Sen. Stcdman has
confirmed to NEA-Alaska that most national data demonstrates that an individual making investment
decisions is more conservative than a group responsible for investing. In fact the difference is 1to 3%
annually. NEA-Alaska recommends that the investment responsibility be handled by ASPIB or the

ARM Board.

TIMEFRAME:

Mr. Chairman, | realize my time here is waning and there are so many other issues to touch on. 1have

addressed only the tip of the iceberg and have not even mentioned the mass of the iceberg which is
containing medical costs/health insurance. This piece is estimated to be almost 70% of the unfunded
liability problem. There have been many suggestions about how to contain these costs. lam confident
that a "blended plan” with a major medical component that has built-in cost containment methods could

be fashioned by all the stakeholders in six months.

I would like to go on record with a word of thanks for Sen. Stcdman, Rep. Seaton and their staff. NEA-
Alaska representatives have spent several hours with both legislators and their staff assigned to the
PEKS/TRS legislation. However, that time cannot serve as a substitution for meetings ofall the
stakeholders to provide a complete analysis of the legislation and its affect on public servants.
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As we sit here on the 104U legislative day, | urge this committee to take the interim to truly study the
retirement system and to make competitive changes in the retirement plan that affects over 70,000

Alaskans.

NEA-Alaska is fortunate to have many members that have served on the TRS board and understand
retirement issues well. We look forward to working with all of you this summer and fall to design a plan

that works for Alaska and Alaskan workers.

I appreciate your time and | would be happy to attempt to answer questions.



ATTACHMENT #1

AMEND MENT

OFFERED IN HOUSE FINANCE
TO: House CS for CS lor SB 141 (STA)
Insert new sections to read:

*Sec .AS 24.08.035(a) is amended to read:

(a) Before a bill or resolution, except an appropriation bill, is reported
from the committee of first referral, there shall be attached to the bill a fiscal note
containing an estimate of the amount of the appropriation increase or decrease that would
result from enactment of the bill for the current fiscal year and five succeeding fiscal
years or, if the bill has no fiscal impact, a statement to that effect shall be attached. The
fiscal note of a bill that makes any change to the benefit structure of the state’s
retirement system shall include the additional analysis required in AS 24.08.036. The
fiscal note or statement shall be prepared in conformity with the requirements of this
section by the department or departments affected and may be reviewed by the office of
management and budget. Except as allowed in AS 24.08.036, [T] the fiscal note or
statement shall be delivered to the committee requesting it within five days of the request
or within two days if the request is made after the 90th day ofa regular session, or during
a special session of the legislature. Ifthe bill is presented by the governor for
introduction in accordance with AS 24.08.060(b) and the uniform rules of the legislature,
the fiscal note or statement shall be attached to the bill before the bill is introduced. An
amendment or a substitute bill proposed by a committee of referral that changes the fiscal
impact of a bill shall be explained in a revised fiscal note or statement attached to the bill.

*Sec .AS 24.08.035(b) is amended to read:

(b) In addition to the fiscal note required by this section and AS
24.08.036, the sponsor of a bill or resolution may prepare a fiscal note in conformity with
the requirements of this section, and submit it to the committee of first referral or the
finance committee. A committee may prepare an additional fiscal note in conformity with

the requirements of this section.
*See .AS 24.0S.036 is repealed and reenacted to read:

Sec. 24.08.036. Fiscal notes on bills affecting the benefit structure of state
retirement systems, (a) In addition to the requirements of AS 24.08.035, the fiscal note
ofa bill that makes any change to the benefit structure of the state’s retirement system
shall include an actuarial analysis of the bill’s affect on the assets and liabilities of the
retirement systems. This analysis shall be prepared and certified by a member of the
American Academy of Actuaries and coordinated through the division of retirement and

benefits.
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(b) The completed fiscal note shall be reviewed by the Commissioner of
Administration and fonvarded to the chair of the Alaska Retirement Management Board

for comment and recommendations.
(c) The division ofretirement and benefits shall be allowed 60 days from the time

they receive a fiscal note request to complete the actuarial analysis, obtain the comments
of the Alaska Retirement Management Board and deliver the fiscal note to the committee
requesting it.

(d) A committee of referral proposing an amendment or a substitute bill that
changes the inputs or assumptions used by the actuary in preparing the fiscal note
required in this section must obtain a revised actuarial analysis prior to reporting the
amended bill or committee substitute from committee. This revised actuarial analysis
shall be prefo.med in accordance with this section except that the division ofretirement
and benefits shall have 30 days to deliver the fiscal note to the committee.
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Sitka Teacher Employed 8/15/05

wimu vuioij

Annual 2.6%

0
8% TRS plus Investment 20% for HRA

1.75% Medical

gf Raise plus step 4.5% Return 8.3%

1 $35,571.00 $4,446.38 $48,643.34 2005-06 $622.49 $6,810.07 $711.42  $7,782.93
2 $38,685.33 $4,835.67 $48,840.23 2006-07 $676.99 $6,837.63 $773.71 $7,814.44
3 $40,510.58 $5,063.82 $47,194.83 2007-08 $708.94 $6,607.28 $810.21 $7,551.17
4 $42,334.81 $5,291.85 $45,562.84 2008-09 $740.86 $6,378.80 $846.70  $7,290.05
5 $44,160.07 $5,520.01 $43,884.07 2009-10 $772.80 $6,143.77 $883.20 $7,021.45
6 $45,620.06 $5,702.51 $41,856.41 2010-11 $798.35 $5,859.90 $912.40 $6,697.03
7 $46,806.19 $5,850.77 $39,668.24 2011-12 $819.11 $5,553.55 $936.12  $6,346.92
8 $48,023.15 $6,002.89 $37,578.11 2012-13 $840.41 $5,260.94 $960.46  $5,012.50
9 $49,271.75 $6,158.97 $35,598.84 2013-14 $862.26 $4,983.84 $985.43  $5,695.81
10 $50,552.81 $6,319.10 $33,744.00 2014-15 $884.67 $4,724.16 $1,011.06  $5,399.04
11 $51,867.19 $6,483.40 $31,963.15 2015-16 $907.68 $4,474.84 $1,037.34  $5,114.10
12 $53,215.73 $6,651.97 $30,26C '5 2016-17 $931.28 $4,237.30 $1,064.31 $4,842.63
13 $54,599.34 $6,824.92 $28,664.i 5 2017-18 $955.49 $4,013.05 $1,091.99 $4,586.34
14 $56,018.93 $7,002.37 $27,169.18 2018-19 $980.33 $3,803.69 $1,120.38  $4,347.07
15 $57,475.42 $7,184.43 $25,720.25 2019-20 $1,005.82 $3,600.83  $1,149.51 $4,115.24
16 $58,969.78 $7,371.22 $24,398.75 2020-21 $1,031.97 $3,415.82 $1,179.40 $3,903.80
17 $60,502.99 $7,562.87 $23,066.77 2021-22 $1,058.80 $3,229.35 $1,210.06  $3,690.68
18 $62,076.07 $7,759.51 $21,881.81 2022-23 $1,086.33 $3,063.45 $1,241.52  $3,501.09
19 $63,690.05 $7,961.26 $20,699.27 2023-24 $1,114.58 $2,897.90 $1,273.80 $3,311.88
20 $65,345.99 $8,168.25 $19,603.80 2024-25 $1,143.55 $2,74453 $1,306.92  $3,136.61
21 $67,044.99 $8,380.62 $18,604.98 2025-26 $1,173.29 $2,604.70 $1,340.90 $2,976.80
22 $68,788.16 $8,598.52 $17,626.96 2026-27 $1,203.79 $2,467.78 $1,375.76  $2,820.31
23 $70,576.65 $8,822.08 $16,C73.73 2027-28 $1,235.09 $2,334.32 $1,41153 $2,667.80
24 $72,411.64 $9,051.46 $15,840.05 2028-29 $1,267.20 $2,217.61  $1,448.23  $2,534.41
25 $74,294.34 $9,286.79 $14,951.74 2029-30 $1,300.15 $2,093.24 $1,485.89  $2,392.28
26 $76,226.00 $9,528.25 $14,197.09 2030-31 $1,333.95 $1,987.59 $1,524.52 $2,271.53
27 $78,207.87 $9,775.98 $13,490.86 2031-32 $1,368.64 $1,888.72 $1,564.16 $2,158.54
28 $80,241.28 $10,030.16 $12,738.30 2032-33 $1,404.22 $1,783.36  $1,604.83  $2,038.13
29 $82,327.55 $10,290.94 $12,040.40 2033-34 $1,440.73 $1,685.66 $1,646.55 $1,926.46
30 $84,468.07 $10,558.51 $11,403.19 2034-35 $1,478.19 $1,596.45 $1,689.36  $1,824.51
$201,636.02 $800,128.71 $31,147.97 $115,300.12 $35,597.68 $131,771.57



Sitka
2.6%
Annual
Raise

54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

Investment
Total @ 8.3%

$800,128.71
$860,423.56
$767,310.36
$660,264.37
$537,781.62
$398,214.90
$239,760.18
$60,443.18
-$141,896.84
-.$369,621.92
-$625,314.71
-$911,797.61
-$1,232,153.92
-$1,370,817.67
-$1,493,475.35
-$1,623,492.48
-$1,761,310.64
-$1,907,397.89
-$2,062,250.38
-$2,226,394.02

SITKA TEACHER HIRED 8/15/05 RETIREMENT

Annual Annuity

$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33
$38,121.33

New Balance

$762,007.38
$822,302.23
$729,189.03
$622,143.03
$499,660.28
$360,093.57
$201,638.85
$22,321.84
-$180,018.18
-$407,743.25
-$663,436.04
-$949,918.95
-$1,270,275.26
-$1,408,939.01
-$1,531,596.68
-$1,661,613.81
-$1,799,431.98
-$1,945,519.23
-$2,100,371.71
-$2,264,515.35

New Investment
Return

$825,253.99
$871,640.36
$772,940.37
$659,471.62
$529,639.90
$381,699.18
$213,737.18
$23,661.16
-$190,819.27
-$432,207.85
-$703,242.20
-$1,006,914.08
-$1,346,491.77
-$1,493,475.35
-$1,623,492.48
-$1,761,310.64
-$1,907,397.89
-$2,062,250.38
-$2,226,394.02
-$2,400,386.27

Health
Insurance
Payment

$96,602.00 $131,771.57

$104,330.00
$112,676.00
$121,690.00
$131,425.00
$141,939.00
$153,294.00
$165,558.00
$178,802.65
$193,106.86
$208,555.41
$225,239.84

$24,325.90

HRA
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Sec. 24.08.036. Fiscal notes on bills affecting state retirement systems.

Before a bill which would have an effect on the retirement systems of the state is
reported to the rules committee, there shall be attached to the bill an analysis of

the long-term and short-term costs to the state if the bill is adopted, as well as the
impact of the bill on the actuarial soundness of the fund. The analysis is in

addition to the fiscal note requirements of AS 24.08.035 .
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FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
"An Act relating to the teachers and pi

Title
Sponsor Senate Finance Committee
Requester Senate Finance Committee

Expenditures/Revenues

Fiscal Note 8 Amended

SB 141
5/1/2005

Fiscal Note Number:
Bill Version:
() Publish Date:

Dept. Affected: Administration

RDU
Component

Component No.

(Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2006 FY 2007

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0

0.0

FUND CAPITALIZATION 0.0

CHANGE IN REVENUES { )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0

0.0

Estimate of any current year (FY2005) cost: 0.0

FY 2008 FY 2009 FY 2010 FY 2011
0.0 0.0 0.0 0.0

(Thousands of Dollars)
0.0 0.0 0.0 0.0

Mark this box (X) if funding for this bill is included n the Covernor’s FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

(Attach a separata page if necessary)

These costs are not costs necessary to implement this legislation

budget mechanisms.

Prepared by: House Finance Committee

Division

Rep. Mike Chennult, Co-Chair House Finance
Rep. Kevin Meyer. Co-Chair House Finance

Approved by:
Agency

(R/ -0 973/2<Vl uMU)

and can be funded through the regular

Phone 465-6619
Date/Time 5/1/05 2:32 PM

Date 5/1/2005

Page 1 o






FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurber:
2005 LEGISLATIVE SESSION Bill Version: HCS CSSB141 (STA)
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Administration
Title An Act relation to TRS and PERS creating a U Centralized Admimslrive Services
defined contribution and health reimbursement plans. Component Retirement and Benefits
Sponsor Senate Finance Committee
Requester Senate Finance Committee Component No. 64
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 276.5 227.5 163.1 163.1 163.1 163.1
Travel 37.5 17.5 3.5 5.0 5.0 5.0
Contractual 667.0 327.0 352.0 397.0 397.0 397.0
Supplies 18.0 5.0 5.0 5.0 5.0 5.0
Equipment 30.0
Land & Structures
Grants & Claims
Miscellaneous (Board Restructure) (125) (41.5) (41.5) (41.5) (41.5) (41.5)

TOTAL OPERATING 1,016.5 535.5 482.1 528.6 528.6 528.6
CAPITAL EXPENDITURES i
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0
1005 GF/Program Receipts
1037 GF/Menlal Health
1029 PERS (2.0) (4.1) (4.1) (4.1) (4.1) (4.1)
1034 TRS (10 5) (37.4) (37.4) (37.4) (37.4) (37.4)
Other (Specify Type--Do not abbreviate) 130.9 285.0 427.6 570.1

TOTAL 1,016.5 535.5 482.1 528.6 528.6 528.6

Estimate of any current year (FY2005) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-l me 2 2 2 2 2 2
Part-time 0 0 0 0 0 0
Temporary 3 2 1 1 1 1

ANALYSIS: (Attach a separate paqo if necessary)
This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for

new employees of the PERS and TRS hired af.er the effective date of July 1, 2005. As the new plan
significantly differs from the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, train staff,
employer contacts and new members, create new employee benefit education methods on the web, benefit
seminars and one on one appointments, and to contract for financial planning services for members of the
new plan. The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees
are separate. It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted by the

boards,

uparod by: Melanie Millhorn, Director Phone 465-4408
Division Retirement and Benefits Date/Time 4/22/05 3 29 PM
Approved by: Mike Tibbies, Deputy Commissioner Date 4/22/2005
Agency Depariment of Administration
Page 1of 2
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FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The estimated administrative costs lo the division by fiscal year are as follows:

PERSONAL SERVICES;
1- Non Perm Analyst-Pgmr Ill - DC-Benefits Sys - R 16

1- Accountant Il - Range 16

1- R&B Tech I/ll - ER Rpting / Contrib. Recon. - Range 12
1-Non Permanent Publications Tech Il or Spec | - Range 13
1-Non Permanent Retirement Counselor - Range 18

TRAVEL:
Employer Reporting Software Upgrade Install P Jp
Employer Plan Education
Regional Counselor travel

CONTRACTUAL:

Communications & Fostage

Computer System Redesign (Est. 2,500 hours in FY06)
Audit, Accling, Tax, Benefits Consulting, Legal
Training \ Risk Management

Employee financial planning services

SUPPLIES: Office supplies, calculators, desk-top software
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,
telephone, set-up costs

MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)
Board Member Election 2006/2003

Board Training

Board Attorney

Travel Members/Staff

Honorarium/Board Members

National Seminars (NASRA - NCTR)

Disability Hearings--Office of Administrative Hearings

TOTAL

FY 2006

64.4
52.0
46.7
49.0
64.4
276.5

30.0
7.5
0.0

37,5

82.0
320.0
100.0

15.0
150.0
667.0

18.0

30.0

0.0
-15.0
-40.5
-24.0
-29.0
-20.0
116.0
-12.5

1,016.5

FY 2007

64.4
52.0
46.7
0.0
64.4
227.5

15.0
0.0
25

17.5

17.0
30.0
75.0
5.0
200.0
327.0

5.0

0.0

0.0
-15.0
-40.5
-24.0
-29.0
-20.0

87.0
-41.5

535.5

BILL NO. HCSCSSB141 (STA)

FY 2008

64.4
52.0
46.7
uo
0.0
163.1

0.0
0.0
3.5
3.5

17.0
30.0
50.0
5.0
250.0
352.0

5.0

0.0

0.0
-15.0
-40.5
-24.0
-29.0
-20.0

87.0
-41.5

482.1

FY 09-11

64.4
52.0
46.7
0.0
0.0
163.1

0.0
0.0
5.0
5.0

17.0
30.0
50.0
0.0
300.0
397.0

5.0

0.0

0.0
-15.0
-40.5
-24.0
-29.0
-20.0

87,0
-41,5

528.6

The above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined
Benefit plans, and the present DC plans, SBS and DCP are legally separate from the intended plan. It is assumed that
by FY2008, as more employees arj hired into the new tiers, that program costs will be funded through an assessment
on DC accounts, similar to the SBS program currently in place. General funds will be reduced 25% per year from

FY2008-2011.

The new plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05. The startup costs are not costs
of the PERS and TRS Defined Benefit plans, Tiers 1, 2. and 3 are logically related; however, tier 4 PERS and Tier 3
TRS would not be. The purpose of the bill is to separate the DB and DC side, A legal opinion was sought to determine

how the funding and accounting needs to occur for the new DC plan.






FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2005 LEGISLATIVE SESSION Bill Version: CSSB 1-11(FIN)
(S) Publish Dete: 418/05
Revision Date/Time (Note if correction): Dept. Affected: Administration
Title An Act relating to the teachers’ and pti ‘RDU Central Administrative Services
Component Office of Administrative Hearings
Sponsor Senate Finance Committee
Requester Senate Finance Committee Component No. 2771
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services 98.0 74.0 74.0 74.0 74.0 74.0
Travel 4.0 4.0 4.0 4.0 4.0 4.0
11.0 8.0 8.0 8.0 8.0 8.0

1.0 1.0 1.0 1.0 1.0 1.0

2.0

Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 116.0 87.0 87.0 87.0 87.0 87.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1007 Interagency Receipts

1037 GF/Mental Health

Other (Specify lype-D o not abbreviate) In!
TOTAL

116.0 87.0 87.0 87.0 87.0 87.0

116.0 87.0 87.0 87.0 87.0 87.0

Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata puqo if necessary)
This bill tranfers to the Office of Administrative Hearings (OAH) adjudicatory hearing functions now

performed by the PERS and TRS boards with assistance from contract legal counsel. OAH would conduct
hearings, exercise equitable powers, and issue final decisions, as well as perform ancillary pre-hearing
functions presently performed by staff of the Division of Retirement and Benefits.

The numbers of cases referred and hearings conducted, as well as the number that might be resolved
through alternative dispute resolution or on motions without an evidentiary hearing, likely would vary
somewhat each year. To handle the additional caseload, OAH likely would need to add to the
Administrative Law Judge (ALJ) staff a 3/4 PPT in all years except in FY 0G, when an ALJ PFT would be
| needed due to the existing backlog of approximately 150 cases likely to carry over into FY 00.

Prepared by: Terry L. Thurboe thief Administrative Lav.lJudge (Acting) Phone 465-1886
Division Office of Auminis live Hearings Date/Time 3/29/05 11:20 AM
Approved by: Michael A Tibbies, Deputy Commissioner Date 3/29/2005
Agency Department of Administration
Page lof 1
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: CSSB 141(FIN)
(S) Publish Date: 4/8/05

Revision Dale/Time (Note if correclion): Dept. Affected: Administration

Title An Act relation to TRS and PERS creating a 'RDU Centralized Administrive Services

defined contribution and health reimbursement plans ... Component Retirement and Benefits

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No.

Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services 276.5 227.5 163.1 163.1 163.1 163.1

Travel 37.5 17.5 3.5 5.0 5.0 5.0

Contractual 667.0 327.0 352.0 397.0 397.0 397.0

Supplies 18.0 5.0 5.0 5.0 5.0 5.0

Equipment 30.0

Land & Structures

Grants & Claims

Miscellaneous (Board Restructure) (92.5) (41.5) (121.5) (41.5) (41.5) (41.5)
TOTAL OPERATING 93G.5 535.5 402.1 528.G 528.6 528.G

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0

1005 GF/Piogram Receipts

1037 GF/Mental Health

1029 PERS (9.0) (4.1) (12.1) (4.1) (4.1) (4.1)

1034 TRS (83.5) (37.4) (109.4) (37 4) (37.4) (37.4)

Other (Specify Type--Do not abbreviate) 130.9 285.0 427.G 570.1

TOTAL 93G.5 535.5 402,1 528.G 528.G 528.6
Estimate of any current year (FY2005) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2CJG budget proposal:

POSITIONS

Full-time 3 3 3 3 3 3
Part-time 0 0 0 0 0 0
Temporary 2 1 0 0 0 0

ANALYSIS: (Attach a separate pope if necessary)
This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for

new employees of the PERS and TRS hired after the effective date of July 1, 2005. As the new plan
significantly differs from the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, train staff,
employer contacts and new members, create new employee benefit education methods on the web, benefit
seminars and one on one appointments, and to contact for financial planning services for members of the
new plan The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees
are separate. It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by
payments to the Office of Administrative Hearings to conduct disability hearings, previously conducted by the
boards.

Phone 465-4408
Date/Time 4/5/05 1:25 PM

Prepared by:  Melanie Millhorn, Director
Division Retirement and Benefits
Dato 4/5/2005

Approved by: Mike Tibbies. Deputy Commissioner
Agency Department of Administration

U'. UIKHOMUI Page 1of 2



FISCAL NOTE # 2

STATE OF ALASKA BILL NO. CSSBHi(FIN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The eslimated administrative costs to the division by fiscal year are as follows:
FY 2006 FY 2007 FY 2008

PERSONAL SERVICES:

1- Non Perm Analyst-Pgmr lll - DC-Benefits Sys - R 16 64.4 64.4 64.4
1- Accountant Il - Range 16 52.0 52.0 52.0
1- R&B Tech I/l - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec |- Range 13 49.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0
276.5 227.5 163.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0
Employer Plan Education 7.5 0.0 0.0
Regional Counselor travel 0.0 25 3.5
37.5 17.5 35
CONTRACTUAL:
Communications & Postage 82.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0
Audit, Accling, Tax, Benefits Consulting, Legal 100.0 75.0 50.0
Training \ Risk Management 15.0 5.0 5.0
Employee financial planning services 150.0 200.0 250.0
667.0 327.0 352.0
. PPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,
telephone, set-up costs 30.0 0.0 0.0
MISCELLANEOUS (BOARD RECONFIGURATION. HEARINGS)
Board Member Election 2006/2008 -80.0 0.0 -80.0
Board Training -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5
Travel Members/Staff -24.0 -24.0 -24.0
Honorarium/Board Members -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20,0 -20.0 -20.0
Disability Hearings--Office of Administrative Hearings 116.0 87.0 87.0
-92.5 -415 -121.5

TOTAL 93(3.5 535.5 402.1

FY 09-11

64.4
52.0
46.7
0.0
0.0
163.1

0.0
0.0
5.0
5.0

17.0
30.0
50.0
0.0
300.0
397.0

5.0

0.0

0.0
-15.0
-40.5
-24.0
-29.0
-20.0

87.0
-41.5

528.6

The above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined
Benefit plans, and the present DC plans, SBS and DCP are legally separate from the intended plan. It is assumed that
by FY2008, as more employees are hired into the new tiers, that program costs will be funded through an assessment
on DC accounts, similar to the SBS program currently in place. General funds will be reduced 25% per year from

FY2008-2011.

The new plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05. The startup costs are not costs
of the PERS and TRS Defined Benefit plans. Tiers 1, 2, and 3 are logically related; however, tier 4 PERS and Tier 3
TRS would not be. The purpose of the bill is to separate the DB and DC side. A legal opinion was sought to determine

how the funding and accounting needs to occur for the new DC plan.

Page 2 ol 2



FISCAL NOTE

STATE OK ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: CSSB 14KFIN)
i) Publish Date: 4/8/05

Revision Date/Time (Nole if correction). Dept. Affucind: Revenue ftl

Tilli; An Act relating to the teachers' and public Taxation & Treasury
employees' retirement systems Component Treasuryl Division

Sponsor Finance

Requestor Component No. 21

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do nol include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY
Personal Services 214.5 2145 214.5 214 5 2145

Travel
Contractual
Supplies
Equipment

Land & Structures
Grants 5 Claims
Miscellaneous

TOTAL OPERATING 214.5 2145 214.5 2145 214.5

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1002 Fedoral Receipts
1003 GF Match

1004 GF

1005 GF/Proqram Receipts

1017 Benefit Systems (SBS/DC)
IA fioin Alaska Retirement Mnpntnl Bouid 214.5 214 5 214.5 2145 2145
TOTAL 214.5 214.5 214.5 2145 214.5

Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 200G budget proposal:

POSITIONS
Tuli-time
Part-time
Tt-'inpcnarv

Phono 455-2352

Prepared by: Butty Martin. Cuinptiollei
Diitc.Tiriie 4 fii05 3:28 PM

Division 1rrusury

Dale 4/5/2005

Appiuved by lorn Boutin. Deputy Cniinnissiuner
Agency Department ol Revenue

< V.'. MIflt;

2011
214.5

2145

0.0

0.0
2145
2145
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FN #3
SR 141

SB 141 creates a new 9 member Alaska Retirement Management (ARM) Board and replaces the current 8
member Alaska Stale Pension Investment Board (ASPIB) staffed by the Treasury Division. It also creates a

defined contribution plan with employee and employer contributions, a separate defined benefit health fund
Funds currently budgeted under the ASPIB will be transferred to the

and a health cate reimbursement trust
new board. A summary of the fiscal notes follows.

Si ..niury ol liscal Notes
Ireasury Division fiscal note 0 1
Alaska Stale Pension Investment
Board fiscal note
ARM Board fiscal note
ASPIB (. ustody and Management

Fees fiscal note &4

ARM Board Custody and
Management lee- liscal noie ;-s

loinl

Back cut IA between the two
eoiiipoiients 1
SB24l 1lulal inm nicnlal ensis

Note |
eotiilii'ii.-nt under personal sen lees

ASPIB budget a- awnlraelUiil evpeuxci

1 YDf>

214.5

-4,144.4

-1.73-1

-2 %»1 3<i

"1.e»)6
SB4 7

-214 5

5*rtl.2

1vo7

2)4.5

-4,144.4
4.410.0

-51.V13.0

31,'M t.O
4X0 7

-214.5
200.2

FYOK

2145

-4.144.4
4.410.6

-31.91.3.6

.71.013.6
43117

-214.5
260.2

1

214.5

4.144.4
4.410.6

-31.913.6

31.913.6
4X0.7

214.5
200.2 |

v 10

214.5

4.144 4

4.410.6

-31.913 (.

31.913 o
4X0.7

*214.5
20022

Lyl

214.5

-4.144 .4
4.410.6

-31.913 0

.31.913.6
4X0.7 -«

2145
20ii.2

i urntills 100b, ul the Irea-ury luvisum'' persona) *crvne-. cost,' are included in the Itea-un Division
I he w nicreinent.il o 4>are included in die new ARM budget la- ill die prior
"imply adding die two budgets would double maul this imioimi

I he following table shows the breakdown ol uicicnioninl costs by budget category following ate discussed
the a-sumplioiis we have made ami how these tom! costs have liccn allocated between fiscal note | and 3.

Iy hi, iynz IV OS 1AC9

Pei on.il Senn cs 214 5 214.5 214.5 314 5
Lravel 23 1 120 120 12.0
I ellll.ichl.li 73 7 in 2 *0 2 My
Supplies 145 s 5
S11141 1pial iuercmi'Ulal msls 59(1.2 200.2 200.2 200.2
\ 'Mimj'ttotts

| eslow :i.e .tie the ass;:nipttons used m atnv nrg at the e-tiiii.:le ol the mcreinental t osi

v 10

214 5
130
97

5

200,2

ol SB:li

ivil
2115
17 (1
74 3
5
200.2

1 \ pew del.ne.i mentnhalror. plan will have a sirii’lat number .-ml type ol options ,ts the cm rent Supplement
\ plan amilrir to SBS wiill

Beiulit-. S\stem. \Il options would be available on day one ol the new plan
ivsnlt m the line ol approximately o manapeis and the establishment ol ovci

accounts at the custodial haul and associated accounting records

2 llieii is a need to add 1 additional pio’e ss'titil and 1 additional tivhtm al Si. 'l to n .Ind. a State

Invc .Inlent | Rlicei Il. an V.o >imtanl IV and an Aii>9Ulmg lis hitman II.

fiscal notes |vi u.u > these stall is S2 14.5.

Is»additional safekeeping

Die total i o-t nwinded m ltie

7 luiulme lor one evtia boaid meeting :ii the first yeai for the new board to oigam/e and ihcim
training as wi Il as tnndmg t*»tetlect | additional Intaul rnenibel traveling (i uiienl budget in. link >k existing

meinbejs).

Page: ol 5
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FN#3
SB 141

-l. T'iu- costs of computers, office equipment and office space rmmligurnlinn is included in yeai one lor the
new stall. Itiail years funding is included lor training, investment snfhvrire subsetiptions (Bloomberg.
Aicldbnok. S,*iP end Moody s rating sen ices) and miscellaneous supplies lor new stall.

5. In year one. the cost for the external consultant to assist the hoard in selecting (i new managers. Hie
current contract cost loi manager searches is J30.0 per search.

(> Ilie costs of an external const haul to calculate performance ol the funds quarterly. Costs are expected to
he S3U.0 year based on the cutrent contract.

7. In 1-Y2006 5100.(1 to coxci the costs of an independent audit lex lew ol the pcrlormanee consultant. It is a
fcquiicmenl in SB 141that this eontraetor he audited. \\ e expeel that audit to occur every 4 to 5 years after

the initial audit review

S. flictc is a $4W.(i reduction in current costs associated with the election ol members .is the new boaid will

be appointed by the governor

I tcuMity Division fiscal note

| he Ircasury Division’s liscal note include- 5214.5 each year for personal services. I'hcie arc economics ot
scale m managing mv cstmecrtts. 1llow ever, the new lunds created by Senate Bill 14! would require
considerable additional responsibilities Il the numberol options paralleled the existing SBS Plan, that
would tr.aidatc '< 13 t:cw manage; ace<'tints. 34 new slist,alia! accounts ami 4 new sets ol monthly financial

(moments vsi:m annual audit icquitcm ciits Ilie Department "I Revenue ci.ncntlv manage- a laipe numbci <
lumi- will: a limited investment and back office si.ill In oulc: to prudently meet the prospective demands 4
Senate Bill I 1. llea-my would need to hire an additional inu -tmsnt tat* and 2 middle bach ol'licc tall
B.ickgtomiil

Prudent and pio.iui tic management ol investments i- a lesouice intensive process. Managing a modem
po;itohi> is» broad u .poiisibility which requires significant expertise and high attention to detail.

Inve-tmciii Inal...genu nt re.ponsihililies melmle designing investment policy guidelines developing ei.siom
..8'0" allocations, coikkicttrm invest:).cat managei seaiehes. perMining rnve: liitcnl manage: due diligence
negoli.ililie and oHilracluig wiili pro-pet t.-.e managers ni-irr.ic’;rio investment manage! lelatn .hips,
perltrimmg pcnodtc purtlobo u-lul.iaem.-., momtormg .aid evaluating mvestmenl pcilonnance. prvscntmg
and consiiliini? willi overnight olgan /. tions. and lollow mg developments in nvestment lese.uch and analvlic

tool-.

In addition, mvcstnu n: management require- a significant interlace witlt ,.ck and middle otlice lunctioii
iik hiding fund axcountllic and audit, managing cu-lody and brokerage rel.tin i mcp > cash man., 'emeu’
c. .nines lending. -uUguarding a-sets, and compliance tnontoiing

Senate Bill 141 would create the egmvalct,’. o| toui new lunds Mm.m.icc ihe I niplovce Dclincd
(' n iii.iinii Vcoimis. the Irnplnyer \ e fmg \ n ft-, the Med.on! P’ogmili Imid. and the I Icalth

Itemtbiti-cmciii \rr..iifi tin ut | rust.

Ila I mpli'vve lit tine d | otitribiilioii Account* vw.mld likely oiler employees a ic.usoltablv wide lalige ol

ms s-.(iiie'tit options As a comparison, the Suppleiueill.il Be' e ft- Sy .tern nl'leis a uile ol tjiget ol 1:u
tvle linuls and Nmp.tr.ile asset ela.-> tutids lot alotal ot ! | ..pis,- .that panic ipunts mav -elect from

I\\ldm g on the mrv ol itivcstmeut -ly les to id lei. scute lung lot atid lining investmetit innn.igci  mid

i v.lllallll *and uponing on investment managei peiloim.iiuv vould be a eonsuler.iHle on going uiidciinkute

Page 3ol S



FN#3
SB 141

While Treason may realize lee economies from existing mvesimenl relationships. il is unlikely that the
contributions in tins account can be commingled with existing accounts. Thai means that there would he a

completely new set of accounts for custodial and accounting purposes.

rite Tmployvi Vesting Accounts, the Medical Program blind, and the Health Reimbursement Arrangement
ITust would all likely cull lor separate custom asset allocations. All three would indi\ idtially require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly financial reporting and audits.

I here is likely to be an additional consequence ol the change to a defined contribution plan. Currently there
is a population of participants in SBS and Deferred (‘ompensation that monitor their accounts daily. They
often have questions wlienev ei there arc apparent anomalies in the change in the daily prices o f the options.
As ageneral rule, we would say that members of a defined benefit plan are not as price sensitive. The new
plan will greatly increase the number ot indjv iduals who are monitoring on-line data on a daily basis. This
will correlate directly to an increase in the amount ol time we spend answering questions.

Alaska State Pension Investment Board fiscal note til
Maslca Retirement Management Board fiscal note “4

fiscal note -'2 liansfcrs the existing ASPIB budgeted funding to the new ARM hoatd. |Ins fiscal note also
includes the ARM hoard's shate ol costs expected due to the implementation ol SBI-tl.

f 1vos rv»7 ivtm 1 lvon TV 10 1Vl
1 XSi'IB bu.tgcted liiiidim: fiscal note 4.144 4 4.144 4 4.144.4 4.144.4 o 1444 4.144 4
lihfvTia'nt.J c*>'ts th*m SB M | s<i(12 206 2 266 2 260 2 206.2 2>0.2
total costs on fiscal note 2 4..'4 0 4.41(1.0 4.410.0 | 4.410.0 «1.410.6 4.410 0

litat first yeui costs m fiscal note a} include Sl Son tot managei selection; SIOtMJ for ari audit of the
bnaid'sper!*>ni; nice consultant 11 Ins audit is a new icuiuicmem ol SBMI. It does not have to occur in the
liist siui. but once done we would expect it to occur every -1In >yean.). M5.0 associated with one
additional meeting for organizing and educating the new board members: ami. .S20.(i lot computers and the
ntfuc setup lot the new positions. lhe.se total start-up costs are S.'24 0.

i >r*g,0ing i lists include inteiagencv ciwigehuck to tin. ARM lot the costs ol the 2 new positions totaling
S214.5 travel I"i the additional murd tiieiitber ttltc current boaid lias Snicmbcis versus the new iioard with
i im mhen i ; >v til a uicit. -cd due diligence <: the new fund mum.get>ami training loi the new Matt in the
amo.ml =1 >12it; VIS.” lor the ongoing cost ol phone*, tld'urination technology charge backs, .supplies' and
i'lwMtnoi't subscription services lor the new stalftihcsc include Bh'oiubeig. Yichibook. SV/I' amJ Moody's
and li.iJeweb);a V !<m leilnet'on hi amicut eost us elections will be eliminated; $?70.(J per veal for the
v.ilci Litna: ol li e new funds' pciloimanee by an exiemal consul: lit llicsc total or,-going costs arc b2no.2.
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FN #3
SB 141

Stale Pension C'ustodj and Management Fees' A4
Alaska Retirement Management Board Fees #5

Fiscal note #4 transfers the budgeted funding of the State Pension Custody and Management | ees to a new
Alaska Retirement Management Boaid | ces component (fiscal note #5) in the Department o f Revenue for
the new ARM Board Dus component includes the investment management and custody costs of the existing
defined benefit plans and will not he impacted in the foreseeable future by SB 141. Please note that in a
defined contribution plan, invest manager fees and custodian costs arc deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in die

Department’s budget.

lvon FYO7 1VOX rvoo IV 10 v 11
ASPIB Custody and Management fees
fiscal note r;-| -31.913.6 -31.0)3 6 -313)13.6 -313d3.6 -31.913.6 -31.913.0
ARM Board Custody and Management
fees fiscal note "5 31.013.6  3L«)13.6 311)130 3J3)136 31.913.6 313)13.6

Page “»it >



FISCAL NOTE

sta1 1Ol ALASKA Fs .nl Nolo Number:
2005 LKCJISLATIYT. SKSSIO.N Hil /orsion: CSSB 141 (FIN)
£) Publish Dote. 418/05

Revision Dale/Time (Note if correction): Dept. Affected: Revenue tt2

Tille An Acl relating lo the teachers' and public "RDU Taxation & Treasury
employees' retirement systems Component Alaska State Pension

Sponsor Finance Investment Board

Requester Component No. 1901

Expenditures/Revenues (Thousands of Dollars)
Rote' Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services

Travel (127.91 (127.9) (127.9) (127.9) (127.9) (127.9)
Contractual (3,896.5) (3.896.5) (3.896.5) (3.896.5) (3,896.5) (3.896.5)
Supplies (50.0) (50.0) (50.0) (50.0) (50.0) (50,0)
Equipment (70.0) (70.0) (70.0) (700) (700) (70.0)

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING (4.144.4)  (4,144.4) (4.144.4)  (4,144.4)  (4,144.4) (4,144.4)

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

1029 PERS Retirement (2.553 5) (2,553.5) (2.553.5) (2.553.5) (2.553.5) (2.553.5)
1034 Teachers Retirement (1,277.3) (1.277.3) (1.277.3) (1.277.3) (1 277.3) (1.277.3;
1042 Judicial Retirement (31.0) (31.6) (31.6) (31.6) (31.0) 131.6)
1045 National Guard Retirement (83.0) (830) (83.0) (83.0) (83 0) (63.0)
1017 Benefits Systems (SBS DC) (199.0) (199.0) (199.0) (199.0) (199.0) (199.0)

Other (SpftiV Tvj.e--Dy nut aiibrev ale;

TOTAL (4.144.41  (4.144.4) (4.144.41  (4.144.4)  (4.144.4)  (4.144.4)

Estimate of any current year (FY2005) cost. 00
Mark this box (X) it funding for this bill is included in Hie Governor's FY 200G budget proposal:

POSITION'S
wjil time
Pari-time
Temporary

ANALYSIS: {Att.icti ose/w /e pjfje itnurrv
Sen attar.Imd nnalvsi >

Phone 465-2952
DnV/Time 4 5/05 3 28 PM

O.tie 4 5(2005

Pr< | by In :\ Comptroller
Division Im.isurv

Approved by  Tom Boolin, Deputy Commi . etmf
Agency Department of Revenue
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AN #4
SB 141

SB M| creates anew 6 member A lasi;a Retirement Management (ARM) Board and replaces the current 8

member Alaska State Pension Investment Board (ASPIB) stalled by tlie Treasury Division. It also creates a
defined contribution plan with employee and employei contributions, a .separate defined benefit health fund
and a health care reimbursement trust, bunds currently budgeted under the ASPIB will be transferred to the

new board. A summary of the fiscal notes follows.

Summary of Fiscal Notes 1Y06 PYO7 ] YOS | YO6 1Y 10 1'm i
Treasur, Division fiscal note M 2145 2145 214.5 2145 2145 2145
Alaska State Pension Investment
Board fiscal nolo >0

-4.144.1 -1.144.-1 -4.144.4 -4.144.4 -4.144.4 -4.144 .4
ARM Board fiscal noie 113 4.734.6 4.416.6 4.410.6 41106 i  4.4106 4.410.6
ASPIB Custody and Maaagerneiu
| ees fiscal note £4
-31:vi3.6 -313)13ft -31.01t.6 51.613.6  -51.615.6  -31.613.6
ARM Boaid Custody and
Management fees fiscal note "5
31.013 6 31.01L.v6 31.613.6 31.613.6 51.615.6 31.613 6
Total X04.7 450 ? 4X0.7 4X0.7 4X0.7 450.7
Hack out IA betw een the two
componentsl 2145 014.5 0145 -214.5 014.5 -214.5
St1241Total iru'miH 'iilal costs R i 266.2 | o 266.2 260.2 | 266.2
Note I- LunculK 100",i.]ilic treasury J)n Mon's personal sen ices costs are included in the ireasury Division

| ltese incremental toOs are tneluded in die new ARM budget (as in the prior

component under pers. mol sen ues
Simply adding die iwo biulgeis would double count this amount

ASI'IB budget as a eontraelual expense).

I he following table shows the breakdown ol incremental costs by budget category follow mg are discussed
the assumptions we have made ami how these total costs have been allocated between tiscal note | and 3

1Y06 1A 07 1VOSs 1 V06 v 10 PA 11
Persoiinl ficrs ice> 214 s 214 5 214 5 314 5 214 5 314 5
Iravel 3'6 13(1 130 110 130 12.0
(oiiinieiual 357.3 362 1 36.2 (62 5.2 36 2
Supplies 145 5 N 5 s 5
SKI41 total ineieaieiital costs 566.2 21.0.2 206.2 266.2 200.2 200.2

Assumptions.

f ollow tug are the assumptions used in an ivine at the estimate of the iltvieineiital costs of SB 14),

1. A new defined contribution plan will lutve a simil.u itiltnhei and type ol options m, thet unnt Supplcim nt
BeneliP. Nystem. All options would be available on day one of the new plan A plan silltilai to SBS wiill
lesiilt in the Ime of approximately o managers and the establisinnenl ol <wv i additional *ah keeping

accounts at the eustoiltal bank and associated accountin' records

2. liicic is a need to add 2 additional professional and | additional technical .tall h-mcluiie ti State
Investment <tfficei Il. an Aeeouiit.mt IV and an Accounting lIcclmtci.m 111 |lie total cost included i'i the

Ir.eal notes pci year ol these stall is VI-! 5

3 bunding lot one eMia boaul ineelmp in the litst yc.u lor the new board to oigam/c and leccive .laiMip
training ax well as funding, to idled | additional board mcmIvt Hoveling (cutrent budget includes Kcxistim.'

member M
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J Hie costs of computers, office equipment ami office space reconfiguration is included in year one for the
new staff. In all years landing is included I'm training, investment software subscriptions (Bloomberg.
Yieldbook, SAil' and Moody's rating services) and miscellaneous supplies for new staff.

5. In year one. the cost lor liile external consultant to assist the board in selecting (>new managers. The
current contract cost for manager .searches is $30.0 per scareli.

o |Ilic costs of an external consultant to calculate performance of the funds quarterly. Costs arc expected to
be $30.0 year based on the current contract.

7. In 1-Y 2000 $100.it to cover the costs of an independent audit review of the performance consultant. It is a
requirement in SB 14 1 that this contractor be audited. We expect that audit to occur every 4 to 5 years after

the initial audih'revicu.

S. There is a $40.0 reduction in current costs associated with the election of members as the .icw hoard will

be appointed by the gov ernor.

Treasury Division fiscal note ftl

llie lreasury !>ivision's fiscal note includes $214.5 each year foi personal services. There are economies of
scale in managing inv cslinenls. Ilowcver. the new Inmis created by Senate Bill 14 1would require
considerable additional responsibilities. If the number of options paralleled the existing SBS Plan, that
would translate to 13 new managei accounts. 34 new custodial accounts and ' new sets of monthly financial
statements with annual audit requirements. Hie Department id Revenue currently manages a large number ol
fund* with a limited investment and back office staff. In order to prudently meet the prospective demands ol
Senate Bill 141. Ireasury would need to hire an additional investment stall and 2 middle back olllee stall.

Background

I'indent and piodaetive maii.igeiiienl o! investments is a icsomvc intensive process. Managing a modem
portfolio is ,i broad responsibility which requires significant expertise and high attention to detail.

Investment management responsibilities include designing investment policy guidelines, developing ciolom
asset allocutions, conductin.: investment m.a.agci .searches, performing investment tu.inagei due diligence,
in polluting and contracting will: pio-.pectivv managers, managing investment manager relationships,

pel uining periodic p>atfolio ic balancing, monitoring and evaluating investment performance, presenting
and consulting witii oversight organi/altons. and follow u g developments m investment research and analytic

i.mK

In addition, lavestment management requires a significant inlerl. i e with back and middle <*lie e lune'.io: .
including fund aieonnting and audit, managing custody and bn 4;crape ich.iionslup*. i a h manaeomociil.

ecentilies lending m.Tepuardu'.p assets, .aid comp aain e moil tormg.

Senate Bill fill vv.mld create the equivalent 4 loin new lundstt manage the | mployec Define.!
('oiunbutioii Aeeounts, tin | mployei Aes'tng Accounts. the Medical I'li'gr.mi | tmd. and the llc. th

Reimbursement \i:.uigcrucrt Irust.

I he | mployec Defined fi ouinbulion Accounts would likely oflci employees;! rcuonably wide range ol
mve liiient options As a comparison, the Supplemental Benefits System oiler, a smte of t.aget ol life
style liuiil. and  wparate tisset class funds lot atotal of 14 opiums that participants may select liom
Deciding on the mix of investment styles to ollci. scutching lot and hiring investment managers, and
evaluating .linl ;epi iting on investment manager petlbimimee would be a considerable mi-going undcrtaki; «

I'are 30l 5
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While Treasury may realize lee economies from existing investment relationships, il is unlikely that the
contributions in this account can he commingled with existing accounts. |hat in 'tuts that there would be a

completely new set of accounts lor custodial and accounting purposes.

flic hmploycr Vesting Aeetuinls. the Medical Ptogratn | and. and the Health Re inhutscmcnt Arrangement
trust would all likely call lor separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also requite separate custodial and
accounting records including monthly financial reporting anti audits.

I here is likch to be an additional consequence ol the change to adelltied eonliibutiuii plan, (. urrciitly there
is a population of participants in SMS and Deferred Compensation that monitor 'heir accounts daily. |hey
often have questions whenever there are apparent anomalies in the change in the daily prices ol the options.
As a general rule, we would say that members ol a delined benefit plan arc not; s price sensitive. | he new
plan will gically increase the number of mdiv iduals who are monitoring on-line .lata on a daily basis. |Ins
will correlate dircclh loan increase it) the amount of lime we spend answering <ueslions.

Alaska State Pension Investment Hoard liscal note #2
Alaska Retirement Management Hoard fiseal note rtf

fiscal note <2 transfers the existing ASPIB budgeted funding to the new ARM 1 oaid, |Ins fiscal note aNo
includes the ARM board's share of costs expected due to the implementation ol SBId I.

I vd(. FYO07 rvos IV i I-TKI | 1Y Il
ASPIB budgeted luntltiij* fiscal note 41444 4.1 - 4144 4 4.1444 4144 4 4.144.4
Incremental costs from SH141 500.2 266 2 266.2 166.2 1 2<»>.2 266.2 !
lotal costs on fiscal note %3 4.734.1* 4.410.6 4.410.A ul410,6 4.4Ml.n *1410.6
Int.il first \ cat costs in fiscal note include SIMM) I"i managei selection. »H ™ U for an audit of the
board’s performance consultant (I his audit is a new requirement ol M il-t .1l di es not luu to occur in the

first \eat. hut once done we would expect it to i.cciu evcrv -l to 4 years ), 'sled) iSsuct* < wifli one
additional meeting for organizing ami educating the new board members: and. V!') < loi computers and the

office setup for the new positions. llicsc total start-up costs aie 's’.! *ll

(tn-goinc costs include intciagenex ch;itgeb,ick to the .\KM loi the eo-t-. ol themnew positions totaling

'tv* 14.5. navel lot the additional hoard member (the current boatd L.;,<>mcmbct. vcr.-us the new hoard with
*imcmbcrsi as well a acteased d..e diligence ol die new fund manager- and It; mmg for the new -tali in the
amount of Sl S4S i for the ongoing eo.-i 0] phones, information technology hatge backs, supplies and
inve.-tmcnl siilv-ciiplion civices loi the new stall iihc.-c include Hloombetg. T n.ldbook. S&Paitd Moody s
and lradcwchb), a S 4i>.(* icduclnm in *am ul com .i.elections u ill I>c e'uiiiilai.'d: S.d*ll pet jenr loi tU
cal; nlalion ol the new funds' pcfloitti.uiee In all extern.il consult ml. Ihew lota on-going costs ate S-Jbb -

Page Jol!.
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Sintc I'ensiun Custod) iind Management Fees W
Alaska Retirement Management Board Fees ti5

Fiscal note ad transfers the budgeted funding of the State Pension <"ustody and Management | ees to a hew
Alaska Retirement Management Board | ces component (fiscal note "5) in the Department ol Revenue for
the new ARM Board. This component includes the investment management and custody costs of the existing
delined benefit plans and will not be impacted in the foreseeable future by SB 141. Please note that ill a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in the

| department’s budget

IV O(i FYOQ7 FYOX FY09 fy10 FYil
ASPIB f usiodv and Management Fees
fiscal note =4 -a1.413 (¢ -31.013.0 -313)13.0 -31.413.0 -31.4].V(i -31.413.0
ARM Board Custody and Maiiueement
1 ees fiscal note =5 ft.*>13,6 3IP 13.(i M. 1113.(i 31.013,(1 31.413.(1 31.413.0

Page 5 of s



FISCAL NOTE

STATE 01- ALASKA Fiscal Note Number:

20(15 I.LKGISI.ATIVE SESSION Bill Version: CSSB 141 (FIN)
$ Publish Date: 4/8/05
Revision Date/Time (Note if correction); Dept Affected. Revenue #3
Tiiln An Act relating In the teachers' ana public >DU Taxation & Treasury
employees' rotiremont systems Component Alaska Retirement Management
Sponsor Finance Board

Requester Component No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2006 f-'Y 2007 FY 2008 FY 2009 FY 2010 Fy 2011
Personal Services 2145 2145 2145 214.5 214.5 2145
Travel 23.9 12.0 12.0 12.0 12.0 12.0
Contractual 4,481.7 4.183.6 4,183.6 4.183.6 4.183.6 4.183.6
Supplies 14.5 0.5 0.5 0.5 0.5 0.5
Equipment
l.nnd & Structures
Grants S Claims
Miscellar this

TOTAL OPERATING 4.734.C 4,410.0 4.410.G 4,410.6 4,410.6 4,410.6
CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( ) 292.6 339.4 386.2
FUND SOURCE (Thousands of Dollars)
1029 PERS Retirement 2,553.5 2.553.5 2.553.5 2.553.5 2.553.5 2.553.5
1034 Teachers Retirement 1.277.3 1,277.3 12r/.3 1,277.3 1,277 3 1,277.3
1042 Judicial Retirement 31.6 31.0 31.0 31.6 31.6 31.6
1045 National Guard Retirement 83.0 83.0 83.0 03.0 83.0 83.L
1017 Benefits Systems (SBS/DC) 199.0 193.0 398.6 2321 265.6 465.2
1004 CF 590.2 266.2 66.6 133.1 199 6 0.0

TOTAL 4.734.6 4,410.6 4,410.6 4.410.C 4,410.6 4.410.6
Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal,
POSITIONS
Full-time
ParMmip
Temporary
ANALYSIS: (Alf.icliu m;uil. .aryl
See attache i an.ilysis.
Proi'jftrcJ by ~ Beltv Martin. Com; butler Ptiiiiu! 465-2352
Division Treasury li.itn/Tinio 4/V'Q5 3:28 PM
Approved by. Tom Baulin, Deputy Comm: sioiu i |)jle 4,'5/2095
Agcncy Department ot Revenue
Page* 1 of 5
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SB 14l creates a new V membei Alaska Retirement Management (ARM) Board and replaces the current 8

member Alaska State Pension Investment Board (ASPIB) stalled by the Ireason Division. It also creates n
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health eaie reimbursement trust. Funds currently budgeted under the ASPIB will be transferred to the

new board. A .summary of the fiscal notes follows.

Summary o f Fiscal Notes
Treasury Division fiscal note 61
Alaska State Pension Investment
Board fiscal note "2
ARM Board fiscal note 73
ASPIB Custody anJ Management

lecs fiscal note >4

ARM Board Custody and
Management Fees fiscal note 45

I', at
Bad. out IA between the two

components |
S1J241 Total incroniental costs

FYO06

214.3

-4.144 .4

*1,734 fi

-31.PI13.fi

31,913.fi
X04.7

-214.5
590.2

IVOo7

214.5

-4.144 .4
4.410.fi

-31.913.fi

31.913fi
4M0.7

-214.5
206.2

| FYfiS |

214.5

-4.144 .4

4.4 KILfi

-31.913.fi

31.913.fi
4X0.7

-214.5
266.2 )

FYD9

214.5

-4.144 .4
4.410.6

-31.913.fi

31.913.fi
4X0.7

-214.5
266.2

TV t0

2145

-4.144 .4
4.410.fi

-3i.913 .fi

31.013.fi
4X0.7

-214.5
266.2

FY 11

214.5

-4.144.4
4.410.6

-31.913,6

31.913 6
4X0,7

-214.5
266.2

Note |: Currently IOU% of the Treasury Div ision's personal serv tees costs arc included in the Ileasury Division
component under personal services These inciemental costs are included in the new ARM budget (as in the prior
ASP1H budget as a eoiitiactual expense). Simply adding the two budgets would double count this amount.

Tite following table shows the breakdown of incremental costs by budget category Following are discussed
the assumptions vvahave made ami how these total costs have been allocated between fiscal note | and 3.

Personal Sen ices

lravel

I. oiiiraclii.il

Supplies

SB14l lota! incremental costs

Assumptions:

FYOfi

214.5
23.9
337,3
14.5
590.2

FYO7 1'VOX
214.5 214.5
12.0 12.(1
39.2 30.2
5 5
266.2 2«6,2

FY09
214A
12.0

39.2
.5

266.2

lyio
2145
120
39.2
5
266.2

Following are (be assumptions used m arriving at the estimate ol the iiicicmcnlal costs ul'SB M |

rvii
214.5
12.0

39.2
N

266.2

I. A new defined contribution plan will have a ximilai number and type ol options as the current Supplement
Benefits System All options would be available on da;, one of the new plan A plan smiil.n to SBS will
tesult in the hire nl"approximately <managers ami the establishment ol over 3> additional safekeeping
accounts at the custodial bank and associated accounting iccoids.

2 llicic is a need to arid 2 additional professional ami 1additional technical .stall to include a State
Investment <Iflicer Il. ;m Accountant IV and an Accounting | cclinician IIl.

fiscal notes per yeat ofllicse stall is S214.5.

| lie total cost included in llie

3. Funding loi one exit.t boaid meeting in the lit"l yeat lor the new boaid to orgaui/c and receive start-up
naming as well as funding to relied | additional board member liavi Imp (current budget include.. X existing

member*).

Page 2 0 15
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4. The costs o f computers, office equipment and office space reconfiguration is included in year one for the
new staff. In all years funding is included for training, investment software subscriptions (Bloomberg.
Yieldbook. ScfcP and Moody's rating services) arid miscellaneous supplies for new staff.

5. In year one. the cost for the external consultant to assist the board in selecting 6 new managers. The
current contract cost for manager searches is $30.0 per search.

(. llie costs of an externai consultant to calculate pcrfoiniance of the funds quarterly. Costs are expected to
be ,S50.0/year based on the current contract

7. In FY2<Hif> $100.0 to cover the costs ol'an independent audit'review o f the performance consultant. It is a
lequireinenl in SB 141 lliul ibis contractor be audited. We expect that audit to occm every 4 to 5 years alter

the initial audit.review

X There is a $40.0 reduction in current costs associated with the elect!">i q members as the new board will
be appointed by the governor.

Treasury Division fiscal note Il

Hie Treasury Division's fiscal note includes $214.5 each year for personal services. I'herc are economies ol
scale in managing investments. However, .the new funds created In Senate Bill 141 would require
considerable additional jcsponsibilitics. 11 the number of options paralleled the existing SBS Plan, that
would translate to 13 new manager accounts. 34 new custodial accounts and 4 new sets o f monthly financial
statements with annual audit requirements. lhe |)epantnenl of Revenue currently manages a large mmibei ol
funds with a limited investment and back office staff. In oulei to prudently meet the prospective demands ol
Senate Bill 141, Treasury would need to hire an additional investment staff and 2 middle back office stall.

Background

Prudent and proiltn live management of investments is a resonn e intensive process Managing a modern
poitlolio is a broad responsibility which requires significant expertise and high attention to detail.

ill vestment management respoiisibilities include designing inv estinent policy guidelines, ilev eloping custom
asset allocations. conducting investment managei scutches, pet forming investment nttmagci tine diligence,
negotiating .uni contracting With ptogicettve mutineers. managing investment managei lelatiottsinps.
petlormmg periodic portfolio rebalancing. monitoring and evaluating investment performance, presenting
and consulting with oversight organizations, and following developments m investment research and analvta

looks

It: addition, investment management tequires a sigtnlieanl interlace with back and middle olfiee lunetmii .
including fund e.vcoimling and audit, managing custody and brokerage relationships, cash maiiagttne'iil,
securities let.ding, safeguatditig assets, and compliance monitoring.

Senate Bill M| would cieuic the equivalent ol loin new funds to manage, the | mployvc |>clined
(‘ontninilion Accounts, the | niployei Veiling Accounts, tin Medical I'togrant 1mid. and tin Health

Reiiiibur.senient Arrangement Iru-t.

I he | mployee 1Jelineil ('out: ilmtioti Account' would likely ol let employees a reasonably wnle range "!
investment option.". Asa comparison, the Supplemental Benefits System otter, a suite ol (>target oi life-
style lands and v separate asset class funds |br a total ol | 1options that partieip.mts may .select Inmi
Itending on Die mix ol ins csiiin nl styles to ollei. se.uchiiig lor and hiring invctmeii! managers, and
evaluating alid lepoiliug on investment mauaeei pctleiinniuc would be a eo::sjdei..I>lcon-going imdciiakiiig

I'age ' of $



FN #5

SB MI

While Ireasury may realize lee economies from existing investment relationships, il is unlikely that the
contributions in this account can be commingled with existing accounts. H at means that there would be a

completely new set ofaccounts for custodial and accounting purposes.

The Lmplover \ esting Accounts, the Medical Program Fund, and the | Icalth Reimbursement Arrangement
I rust would till likely call for separate custom asset allocations. All three uould individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly financial reporting and audits.

riiere is likely t>be an additional consequence of the change to a defined contribution plan. Currently there
is it population of participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there are apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say that members of a delined benefit plan tire not as price sensitive. The new
plan will greatly increase the 'lumber of individuals who are monitoring on-line data on a daily basis. This
will correlate directly to an increase in the amount ol time we spend answering questions.

Alaska State Pension Investment Board fiscal nolo #2
Alaska Retirement Management Board fiscal note #3

fiscal note .72 transfers the existing ASPIB budgeted funding to the iiccu ARM hoard. This fiscal note also
includes the ARM board's shaie of costs expected due to the implementation of SB 141.

rvot. IAt 17 FYUK ) YOO FY 10 1y
| ASPIB budgeted funding fiscal noie 4.144 .4 4.144.4 > 4.144.4 4.144.4 4.144.4 4.144 4
1 hu -m'smenta! costs from SB 141 5M0.2 2on.2 1 2bo.2 206.2 200.2 ; 200.2
4,734 ti -i.4i0.Trf 4.41 Of. 4.410.0 . 4.410,6 , 4.410.0

| Intal costs on fiscal note ft.|

lola! lit.st year costs in fiscal note  include SI.SO,I) lor manager selection: SIMM) lor an audit of the
home's peilotmanee consultant (| his audit is a new requirement ol SB 1-41. Il does not lia\e to occur in the
first year, hut once done we would expect .1 to occur exery 4 to 5 years,): SIS.O associated with one
additional meeting tot oigani/ing and educating the new board members, and, S2fi.fi for computers anil llie
office setup lot the new positions fliese total start-up costs are So24.fi.

*m going ci>sis include interagency chargeback to the ARM lor tile costs of the ? new positionstotaling

$214.5: Ir.nel lot tie additional board member (the euirent board has S members vetsus the new board with
fi members) as well as ineicased due diligence ofthe new haul managers and training for the new slatl'in the
amount "! Sl .fill. S4S'.7 lot the ongoing cost ol phones, mformation technology charge backs, supplies ai.d
investment subscription scix ices for the new Malf (these include Bloomberg. Yieldbook. S«cP and Moody's
and li.ideuch); aV 4(1li ieduction in ctmcM cost as elections will be eliminated: S5fi.fi per yeat for the
caleulatioi ol the new funds' pcrl'oimance by an external consultant | hese total on-going eoslsate S2ot>.2,
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Stale Pension Custody and Management Fees If1
Alaska Retiremeiit Management Hoard Fees #5

Fiscal note HA transfers llie budgeted funding of the Slate Pension Custody and Management Fees to a new
Alaska Retirement Management Board Fees component (fiscal note H5) in llie Department of Revenue for
the new ARM Board. This component includes Hie investment management and custody costs o f the existing
defined benefit plans and will not be impacted in the foreseeable future by SB 141 Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in the

| Apartment's budget.

IY06 FY()7 I-YOiX Y06 Y KI Fy 11
ASI'lli Custody and Management Tee*
fiscal note /4 .11.013.6 -31.613.6 -31.613.6 ~-31.613.6 -31.613.6 -31.613.6
ARM Board Custody and Management
Tees fiscal note 65 31.013.6 31.613.6 31.613.6 31.613.6 31.613.6 31.613.6 |
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FISCAL NOTE

STATE 01* ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

litle An Act relating lo the teachers’ am] public
employees' retirement systems

Sponsor Finance

Requester

Expenditures/Revenues

OPERATING EXPENDITURES FY 2006
Personal Services
Travel
Contractual (31.913.0)
Supplies
Equipment
Land & Structures
Grants ft Claims
Miscellaneous
TOTAL OPERATING (31,913.0)

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( i— T

FUND SOURCE

1029 PERS Retirement (20,092 8)
1034 Teachers Retirement (10.700.9)
1042 Judicial Retirement (328.4)
1045 National Guard Retirement (131.5)

1037 GF/Menial Heallh

Other (Specify 1ypc-~Do no! abbreviate)
TOTAL (31,913.0)

Estimate of any current year (FY2005) cost:

FY 2007

(31.h13.1i)

(31.913.6)

(20,092.8)
(10.700 9)
(328.4)
(131.5)

(31,913.6)

o.n

Component No.

FY 2008

(31,913.0

(31,913.6)

Fiscal Note Number.

Bill Version: CSSB 141 (FIN)

£) Publish Date: 4/81Q5

Dept. Affected: Revenue (M
"RDU Taxation & Treasury
Component State Pension Custody and

Manaoernent Fees

2311

(Thousands of Dollars)

Note. Amounts do not include inflation unless otherwise noted below

FY 2009 FY 2010

(831.913 fit (31.913.Cl

(31,913.6) (31,913.6)

'Thousands ol Dollars)

(20.092.8)
(10.760.9)
(328.4)
(131.5)

(31,913.6)

(20,692.8) (20,692.8)
(10,760.9)  £10.700.9)
(328.4) (328.4)
(131.5) (131.5)

(31,913.6) (31,913.6)

Mark this box (X) if funding for this bill is included in the Governor's FY 2000 budget p.oposnl:

POSITIONS
Ful -lime
Part-time
leriipufuiy

Prepared by Hotly Madin, Comptroller
Division Treasury

Approved by  Tom Poulin. Deputy Commissioner

a.j<in o Itopnnmont ui Revrno"

Phone 105-2352

FY 2011

(31.913 G)

(3" 3.0

(20,092.8)
(10.700.9)
(328.4)
(131.5)

(31,913.6)

Unto/Fmm 4(5 05 3 211 I'M
t.i.ilu 4/Q/2005
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SB M| creates a new 0 mcmbei Alaska Retirement Management (ARM) Board and replaces llie eurrenl X
meniher Mnska Slaie Pension Invcsimeiit Board (ASPIB) staffed by .lie Treasury Division. It also creates a
defined eontiibulion plan with employee and employer contributions, a separate defined benefit health fund
and a health care reimbursement trust, funds currently budgeted under the ASPIB will he transteired to the
new boaid. A summary of the fiscal notes follows.

Summary ol fiscal Notes IV06 1vo7 Y08 Y09 PY Ift FY 11
1lreasury Division fiscal note hi IMS 2145 214.5 214.5 2145 214 5
Alaska Slate Pension Investment 1
Board fiscal mile h2

) -4.144.4 e4,144.4 41414 -4.144 4 -4.144 4
ARM Board fiscal note '} 4.734U) 4.410.0 4.410.0 4.41U.6 4.410.1. 4 41110
ASJ'IB Custody and Management
1 ces fiscal note .
-31.P13.(i -31.P13.0 -31.913.0 -319130 -31.913.0 -31.913 0
ARM Board Custody and
m Management fees fiscal note d5
31.PI3.A 31.913.0 31.913.0 31.913.6 31,913.0 31.P13.0
| lotal SIM.7 4X0.7 4X0.7 4X0.7 4X0.7 4s1l 7
Back out IA ?etween the two
components -214.5 -214.5 -214.5 -214.5 -214 5 -214.5
SH241 total incremental costs 59(1.2 260.2 260.2 260.2 266.2 266.2

Note 1. Currently 100% ol (lie |reasury Do ision's petsonal services costs are included in tile treasury Division
component under personal ser\ices. |hexc incremental costs are included in the new ARM budget (as in the prior
A SIMU budget as a contractual expense) Simply adding the two budgets would double count this amount.

llie following table shows the breakdown of incremental costs by budget category following are discussed
the assumptions we have made and how these total costs have been allocated between fiscal note | and 3

1TOO 1Y07 I-VOX 1YOP 1Y10 lvil
Personal Services 2145 214.5 214.5 2145 2145 2145
lravel 23.P 12.0 12.0 12.0 120 120
( omiaeiual 337.3 39.2 39.2 39.2 .39.2 59.2
Supplies 14 5 5 5 5 5 >
NH141 total iiicreinentat costs 596.2 206.2 200.2 260.2 266.2 266.2

Assumptions.

follow ing ;ue the assumptions used in arriv me at the estimate ol the metemenl.il ctists ol SBM 1.

I. A new delined contribution pwiti will have a similar number and type ol options as the current Supplement

Benefits System. All options would lie available on day one of the new plan. A plan similar to SBS will
re-.ult in the hiicol nppio.vimatcly 0 managers ai.il the establishment <d over .30 addition,i! safekeeping

accounts .it the custodial bank and associated ..eeountmg records.

1 Ihere is a weed to add 2 additional professional and i additional technical stall to include a Stale
Investment Ollicci Il, an Accountant IV and an Accounting technician Il Ilie total cost in. hided in the
fiscal notes per veai of these stall is S2M.5.

3 Imuling loi one e.vlra lioalcl meeting ill the iirsl year lot the new board to oigain/e and iveeive start-up
tiamuig as well as funding to letleet | additional board member'traveling (cimonl budget un hide XcmMing,

liletnbeis)
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4. Tiie costs ol'cntnptilcrs. office equipment and office space reconfiguration is included in year one liu the
new stall'. In all years funding is included for training, investment soliwatc subscriptions (Bloomberg.
Yieldbook, S<YP and Moody's rating services) and miscellaneous supplies I'm new staff.

5 In year one. the cost loi the external consultant to assist the hoard in selecting i>new managers. |lie
current contract cost for manager searches is 3>3U(J per search.

0. I'lte costs of an external consultant to calculate performance of the funds quarterly. Costs are expected to
he $>30.0 year based on the cunenl contract.

7. In I'Y200(i SI 00.0 to cover the costs of an independent audit review o f the performance consultant 1l is a
requirement in SB 1<l that this contractor bo audited Wc expect that audit to occur every 4 to 5 years alter

the initial audit review.

X lliac is a S40.0 rednetion in current costs associated with the election of members as the new board will

be appointed by the governor.

Inastily Division fiscal note U1

I he lreasury Division'x fiscal note includes $21 15 each year lor personal services, ihere are eemnnnics ol
scale in managing investments. However, the new funds created by Senate Bill 141 would requite
considerable additional responsibilities. It the number ot options paralleled the existing SBS I'lan, that
would translate lu 13 new managei accounts. 34 new custodial accounts and 4 new sets >! monthly financial
statements with annual audit requirements. | he Department of Revenue currently manages a large number i f
luiuis with a limited investment and back office staff, lu order to prudently meet the prospective demands ol
Senate Bill 141. Treasury would need to hire an additional investment stall'and 2 middiedvaek olfice stall.

Background

Prudent and piodticlive management o! investments is a resource intensive process Managing a modern
poitlhlio i- a broad responsibility which icquircs signilicant expertise and high attention to detail.

Investment management responsibilities include tic: inning investment policy guidelines, developing custom
a ..el allocations, conduction investment manage! searches, perlurming investment managei due diligence,
negotiating and contracting with pto -peetive manageis, managing investment managei iclatioiiships.

I>a B'mmmu periodic’ portfolio icbalniiciug. monitoring and evaluating no estmeiit perlormanee. presentmg
and consulting Witlt oversieht otgani/atious, and Ibliowuig developnients in mvestmeiit leseareh and altaly li>

loolx.

In addition, investment management legimes a sigmIn attl iiiteil.c, e witl hack and middle oMnv Ima timis
meltiding, fund accountme and .unlit, mating mi; custody and brokciagc ifl.it n#%i*liij>. c.r.li iiian.iceniciit

csuniif. leinim ! sateimardiii:’ asset. mid comp inmr m<Hiit< 3in".:

Senate Bill M| wmild create the egmvaleul > I>>ir i.cw Inn.k i>>manage the | mployce | >elined
C'oiiliihtilion Accounts, the i inploye; Vi- imp \uv.iii: the Mcalhal Piogiam I nn.l. and Il e Ileali'.

Reimbursement Arrangement | m -i

I he I inplovee |)elined (‘onlribnlioii Vcoii its vviadd likely oiler employcos a ic.isonnbly wnle range <4
investment options. As acoinpaiison. the Supplemental Benefits System otters .l suite ot 6 laigel ot lilc-
Mvle lands and X separate asset elass lunds lot atotal id 14 options that participants may select horn
Ik'cidmg on the mix of investntent styles to oilll, searching lot and lining investment man.igeis. and
evaluating and icporiing on investment manager perlnnii.mic would be a eon uder.iblc on gome undertaking
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Wiiile Ileasury may ivali/e Ice economic. Ifoni existing imesttneiH relationships. il is unlikely iliat the
contributions in tins account can lie commingled with existing accounts Ihat means that there would he a

completely new set of accounts loi custodial and accounting put poses.

Ilie Imiployei Vesting Account... the Medical Piogiam bund. and llie Health Reimbmseuieiil Airaiieemenl
I rust would all likely call tor separate custom asset allocation  All three would individually require
evaluation. ic|>oiling, ami pciiodic polllolio ichalanemg 1hey would also lequiiv separate eustodia! and
nci omiting records including monthly financial reporting and audits

riieie is lil.elv to lie an additional consequent e ol llie change to a dc lined contribution plan < mieiilly llieie
is a population of participants in SMS .mil Oefened | ompens.itnni that nioniloi llieii accounts daily |hey
tdlcn have questions Whenevei there aie appaienl anomalies in the change in the daily piices < the options
As a genera! vide, we would sac dial niembeis ol tdefined hcnclit plan are not as price sensilive 1he new
plan will greatly increase the immbci ol individuals who are monitoring on-line data on a daily basis Hits
will correlate directly to an meiease in the amount ot time we spend answering questions.

Alaska State Pension Investnient Board fiscal note 32
Alaska Retirement Management Board fiscal note/M

focal Hole *? lianslei. the evistme ASPIB budgeted lunding h>the new ARM boaid Ihis local note also
ii.eludes the ARM hn.ud's shaie ot e*1'o evpeetet! due to the miplei.ieiuatioii ol SB 141

lyon ! 1Yn? IVus | iyon " PYBIj [IVI
ysI'l1 tiudgi 1.'d funding li'-id iii.le f 4.1444 ' 41441 4.144.4 4.144 4 41-4 j -11-1
Fiicteimi 1.;1 miSin ... sR1H An.2 201.2 Im*2 2am2, e '
tola! cosison fisali 1 i * Il e PM™"™ 4.1100, 1.ttJio, J.Jtilo: 4.4RM.! i.4|00

lotal first veal costs m f . d m>te - 3 meliule S) \(i u lot manage! selceiion. Sinn n |or ail ai.dit ol "be
moard's perioiin.mee eonsull.mt ( lin-, audit i>a new ieiluncmrnt ol SB 141 !i does tint hav. to occ i.. >ume
liisl yea), but on. e done we would expect it '.of. cut eseiy <to eyeais ). S' 51*a .soeiate.] wnl. me
additional ineelin;: tor meani/nig and cdm altnp the new ho.ud meiilbeis and. S?‘ 's I"t <oinputef and tin

..Hue .eHip loi the new posiiion Iliese lol.d -.LiP."tip c t-ateS.l- -1

"imjoiim s..si: nielu le nneiagei.ev cLai.eba k to If vVARM L]. N c costs ol the ; new p.. in.m. iol.ilme
‘314 S. li.ivel lot tile .aiditioii.il u.iini.e: (tin »i.itent boa:* has Smeltibei' ; :.Us Ini new boani will
"*|lis'iubet >1 swel! ineic.i .cal due eidigeiuc ol the new lulnl i..atuieei >and i;. .am ¢ t.s ine : sw ..:1Lin .he

an oiuit ol S13t). SIN.? tor the ongoing c< <dl phone.. mlorm.inoii leeiinolo w ctiatpc backs, .applies and
| vesinienl subscription scrvici lor the new >ialt (il.e > aw ii.de Bloombete. ~ .c.dbo. > s'v P and Moody
aiaJ liaileWel'k aS II." Ivd.iettoi m emielit e".i as eieetiuiis will he eliminated. S*»t" pet \c.ii lot tie
ealeul.itioll of the new binds pciloiniaiwc . ail evtelit.il soii'Ultalit. lliese ttal on-con e ..... . n S>»'
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State Pension Custody and Management | ees HA
Alaska Retirement Management Hoard Pees US

Fiscal note -4 transfers tlie budgeted funding of Ilie Slate I'ension (‘ustody and Management Fees to a new

Alaska Retirement Management Hoaid lees component (liseal note H5) in the Department ol Reveiuic lot

Illie new ARM Hoard [I'liix component includes the investment man, gement and custody costs ol the existing

defined benefit plans and will not he impacted in the foicxccablc futuie In SB I-11 Please note that in a
defined contribution plan, imc .t manager lees and custodian costs arc deducted from the individual accounts
daily (through an adjustment to the per share price ol the investments) Iltcse costs arc not included in the

Department's budget.

1A ttn 1vo7 1-YUs 13ny 1Yin l-v 11l

fiscal note 4 -31.91 «n -'1.913 » <3l.nl3( ->19]3f D 9L. > -31 915«

ARM HismU usti'cR and Manageinen!

lc-slocal note "5 }51.0n 5191?n 51.913n Vl.nin 519139 31.913(
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FISCAL NOTE

SIAITKOF ALASKA
20(15 LI CilSLATIVK SLSSION

Revision Date/Time (Note if correction)

Title
employees* retirement systems
Sponsor Finance

RegjeMor

Expenditures/Revenues

An Act relating to lhe teachers'and public

Fiscal Note Number
Bill Version;

t) Publish Dote: 4/6/05

Dept. Affected:
~RDU

Component

Revenue #5
Taxation & Treasury
ARM Custody and

CSSB 141 (FIN)

Management Fees

Component No

(Thousands of Dollars)

Note; Amounts do nut include inflation unless elliurwise noted below.

OPERATING EXPENDITURES FY 2006

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

31,913 0

31,913.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE

102" PERS Retirement

1034 Teachers Retirement

1042 Judicial Retirement

*045 National Guard Rebrement

103/ GF/Mental Health

Other 'Slic:.,ly lyia—On not M,:,r*-v,atei
TOTAL

20,692.6
10.790.9
326.4
131 f,

31 913.6

Estimate of any cm rent year (FY2005) cost:
Mark this box (X) it funding for this bill is included

POSITIONS
ril-tTI'-

Tnmpoiaiy

ANALYSIS' i ; , ifrrwi

Sot* atL'n 'iod analysis

1€ P.in*d liv
Ui vision

Holty Martin, Cn'nutm aa
Irn.tsirry

lorn Bowl n t mputy Cum'nssitni
ta-p.n*ri. -il Wf Unvpnuo

Approved by
a l'Hy

FY 2007 FY 2008 FY 2009 FY 2010
31,913.6 31.913.6 31.913.6 31.913.6
31,913.6 ] 31.913.6 31.913.6 31,913.6
(Thousands of Dollars)

20.692.8 20.692 G| 20.692.0 20.092.8
in./goy 10.760.9 1 10.760.9 10,760.9

328.4 228.4 328.4 328.4'

1315 131.5 131.5 131 5
31.913.6 31.913 6 31.913.6 31,913.6

00

in Hit* Governor’'s FY 200G budget proposal

Phuhe 40b 2369

FY 2.011

31.913.6

31,913 0

20,692.8
10.700.9
228.4

131 5

31.913.6

tiulftt liinu wmi'fi'db 3.9>t PM

Oath **.,57005
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SB141 creates a new 9 member Alaska Retirement Management (ARM) Board and replaces the current 8
member Alaska State Pension Investment Board (ASPIB) staffed by the Treasure Division Il also creates a

defined contribution plan with employee and employer contributions, a separate defined benefit health limd

and a health care reimbursement trust. Funds currently budgeted under the ASPIB will be transferred to the

new board A summary of the Jiseal notes follows.

Summary of Fiscal Notes BYOo 1v07 PYOU rvoo 1v10 1YU
treasury Division fiscal note H) 214 5 214.5 214.5 2145 2145 214.5
Alaska State Pension Investment
Ho.ml tiscal note* H2

-4.144.4 «1.144.4 -4.144.4 -4.144.4 -4.144 .4 -4.144.4
*\RM Board fiscal note 23 4.7.4.fi 4.41).(» 4.410.6 4.410.6 4.410.6 4.410.6

ASPIB Custody and Managenicul

lees fiscal note ;:4
-0l..B3 6 -51.91.Vh -31.9136 -31.913.6 ->1.913.6 -31.913.6

ARM Board (. ustudy and

Management fee's fiscal note ii>

31.915.0 31.915.6 31.913 r» 31.913.6 31.913.6 31.913,6
Total X04.7 4X0.7 4X0.7 4X0.7 4307 4X0.7
Hack <*ut IA between the two
components 2145 -214.5 -214.5 -214.5 «214.5 -214.5
SB2-11 Total incicnmilnl costs 590.2 2t.(.2 266.2 266.2 266.2 266.2

Nnlc 1 lurrentlv It'd' not the Ireasury Division's personal scrvice; costs are included in the licasun. Dn ision
component undci personal senices these incremental costs are included tr. the tiers ARM budget la- m die prioi
ASPIB badge! as a contractual expense). Simply adding llie iwi> budgets would double count tins amount.

Ihe follow mg table shows the brcahdow n of incremental costs by budget calegi>ry follow mg are dtseu >scil
the assumptions we have made and how these total costs have been allocated between fiscal note 1and 3

BY 06 1Yil7 I'Yon 1YU9 1Y10 1Y 11l
Personal Vr> tecs 214.5 211s 214.5 214 .5 214 s 214 5
Itave! 2?9 12.0 120 12.0 120 120
(. imttaelual >\ 39 2 59 2 .39.2 .39.2 30.2
Supplies 145 5 5 5 5 5
sitM | Total incremental costs 590.2 266.2 266.2 266.2 266.2 266.2
A'sucijgipiis.

I ollow itur ate the a'sumptions used in aim mg ul 1he estimate ol the metcrncnlal co-Is of SBid 1

I \ new defined conliibuinui plan will have a sitnilat number and type ol options as the cutlent Supplement
Benefits Sy aein All opiums would be available on »lay one of lie new plan A plan similar to SBS will
ic'ult m the hue ol approximately <managcis iinj lIlie e.stablishilicnl ol over 30 additional salekeepilig
;ncounts at the custodial bank and associated accounting teeotds

need to add 2 adtJilion.il piofcssioiial and ! additional technical si..Ifto m. lude a State
| lie total cost mein led m the

J iJdieie I
Itoc'ltucii! i dt .or Il. an Accountant IN and .n Neeouutmg lexhhict.m II!

fiscal note- pci yeat ol these sinll is S314.5

3 lumline for one cxlia boaid meeting ill the fitsi yeat lot the new boatd I" nigi:lil/c and uvi me start-lip
tiaimnjt as wi Il as funding. to reflect | additional I' Mid member liaveling (cun cut budget ineliules S existing

members).
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-l. Ilic costs ot computers, office equipment and office space team figuration is included in year one for llie
now staff, In all years funding is included for training, investment soliware subscriptions (Bloomberg,
Yieldbook. S.YI’and Moody's rating services) and miscellaneous supplies for new- staff.

s. lii year one. llie cost for llie external consultant to assist the board in selecting ft new managers, |he
current contract cost for manager searches is S30.0 per search.

<d llie costs of an external consultant to calculate performance ot the funds quarterly. Costs are expected to
be $30.0/year based on the current contract.

7 In bY20hft Sl 00.0 to cover the costs ol an independent audit resiew ol the performance consultant. It is a
requirement in SUM 1that this contractor be audited. We expect that audit to occur every 4 to 5 years after

the initial audit rev jew.

S lhere is a b4D.li reduction in eunent costs associated will) the election of members as the new hoard will
be appointed by the governor.

fi'cnsury Division fiscal note?/1

I lie freasury Ihv Mon's fiscal note includes !5214.5 each vent lor personal services. J'iiere ate economies of
scale in managing investments. However, the new limds created by Senate Bill 141 would requite
considerable additional responsibilities. 1l the number of options paralleled the existing SBS Plan, that
would translate to 13 new manager accounts 34 new custodial accounts and 4 new sets of monthly financial
statements witli annual audit requirements |lie Department of Revenue currently’ manages a large number of
funds with a limited investment and back olliee stall In order h>prudently meet the prospective demands ol
Senate Bill i 11, licastny would need to hire an additional investment staffand 2 middle back office stall.

Baekgioulii:

Piudent and p.v endive management of investments is a resource intensive pioccss. Managing a modern
poillolio is ,i broad respiuisibilily wliieli requires signiticant cxpeitise and high attention to detail,

lineament management re: puiisinilitics include designing investmeii! policy guidelines, developing custom
asset allocations, conducting investment managei searches, perloaning tin estmeiit manager due diligence,
negotiating and i oiitrueling with prospective managers, managing investment manager relation.,hips,
performing periodic poillolio rebalancing, monitoring and evaluating investment pet lonnanee. presentmg
and consulting wuli o\ctsight oigam/alions, and followin'! developments in investment icxcaich and .titaly in

tools.

In aihhtioii, investment management requires a significant interlace with luck and middle office (unctions
including fund accounting and audit, managing custody and bsoker.igc relationships, cash management
sceuntics lending, valegtiaulilig assets, and compliance' monitoring.

den.ilc Mill M1 would itvalc the equivalent ol loui new funds to manage the l.mployee Defined
('ontiibution Accounts. the | inplovci Vesting \cc. unt* the Medical Piogmai Pund. and the Health

Rem bui.someiil Vrnngenicnt linsl

llie 1 mployec Delltied (.'outribution Accounts would likely idler employees a icasotiaWy wtde range ol
itivc: imeiit options. As a coinpaiisoii. the Supplemental Benefits System oiler;, a suite o| (>laigct or lili.
style funds ami S separate asset class lands lor a lotul of 14 options that participants may select front.
Deciding on lie mix "l investment styles to oiler, scutching lot and hiiing investment managcis. and
evaluating ami u porting on investment manager pciloimniRv would be a eondderahlc on-going imdcilakiiii’
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While Treasury may realize fee economics from existing investment relationships, il is unlikely that the
contributions in this account cun be commingled with existing accounts. That means that there would Iv; a
completely new set ol'accounts for custodial and accounting purposes.

I he Employer Vesting Accounts, the Medical Program Fund, and the Health Reimbursement Arrangement
Trust would all likely call for separate custom asset allocutions. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing, They would also require separate custodial and
accounting records including monthly financial reporting and audits.

There ts likely to he an additional consequence of the change to adelined contribution plan. Currently there
is a population ol’participants in SBS and Deferred Compensation that monitor their accounts daily | hex
often have questions v henevcr there arc apparent anomalies in the change in the daily prices of the options.
As a genera! rule, we would say that members o f a defined benefit plan arc not as price sensitive. The new
plan will greatly increase the number of imhv iduals who are monitoring on-line data oil a daily basis. This
will correlate directly to an increase in the amount of lime we spend answering questions.

Alaska State Pension Investment Board fiscal note #2
Vlaska Retirement Management Board fiscal note #1

f iscal note it2 transfers llie existing ASPIB budgeted funding to the new ARM hoard. 1his tiscal note also
includes the ARM hoard's share of costs expected due to the implementation of SB 141.

PYO05 FYo7 1V0s i you rvio FY11
| ASPIB budcctcd fundim! lisc.il note 4.144.4 4.1-U.-] 41444 1 41 144t 4.144.4 4.144 4
Incremental c.»ls In in SB 141 5<M>.2 2<k<x ] 256.2 1 255.2 25 .2 { 256.2
1l lotal ci',k v*n li.seal note “5 47345 _ 4,110/. 4.410 5 1.410.5 441 151 441116

| olat fust veal costs m tiscal note f/3 include IsISO.o lot managei selection; SI00.0 lot an audit ol the
hoatd s perlii.manec consultant ( | his audit is a new requirement of SH141. It docs not have to occur in the
first year, hut once done we would expect n to occur every 4 to 5years )' SI5.U associated with one
additional meeting for organizing and educating, the new hoard nicnit.eis, ami. SfIM> lot con putcrs ami the
office setup for the new positions These total start-up i osts me 's."24 0

(hr going costs include interagency chargeback to the \KM loi the costs ol the a new positions totaling
S214.5: travel for the additional board member (the current board lias S members versa- the new board with
y members! as well :e meleased due diligence of die new fund managers and training loi the new stall m the
amount ol Isl.VO; $4S 7 lor the ongoing cost o] phone., information technology chargeback supplies and
investment subscription sen ices loi the new stall (these include Bloomberg. Nleklbook, S\ *.aid Moody's
and |radcweb); aV'4n.0 ereduction in current cost as elu tions will he eliminated; $30.0 per year for the
calculation ol the new t imls' performance by an external consultant. Iliese total on-going c< >tsare >2>'<2
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State* Pension Custody and Management | ees HA
Alaska Retirement Management Board Fees 115

Fiscal note PA transfers the budgeted funding of the State Pension Custody and Management lees to a new
Alaska Retirement Management Hoard Fees component (fiscal note H5) in the Department of Revenue I'm
the new ARM Board. Thiscomponent includes the investment management and custody costs of the existing
defined bene!], plans and will not he impacted in the foreseeable future by SB I-l I. Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). J'hosc costs are not included in the

Department's budget.
FYOft FYO7 FYOS FYO09 IT 10 rvii

ASPIB Custody and Management | ees
fiscal note PA 31 .vi3ft -31.913ft -31.913ft -31.913ft -31.913ft -31.913.ft

ARM Hoard Custody and Management

fees fiscal note »5 31913 ft 31913.0 31913.ft 319136 ;t.913.ft 31.913.ft
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 8

2005 LEGISLATIVE SESSION Bill Version: CSSB 141(FIN)
(S) Publish Date: 4/11/2005

Revision Date/Time (Nolo if correction): Dept. Affected: Administration

Title "An Act relating to to the teachers’ ‘rdu

and public employees' retrement systems...1 Component Retirement & Benefits

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

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
FUND CAPITALIZATION G9.531.8
CHANGE IN REVENUES ( ) 1 |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF 69.531.8

1005 GF/Program Receipts

1037 GF/Mental Health

1029 PERS Trust

1034 Teach Rel
TOTAL 69,531.8 0.0 0.0 0.0 0.0 0.0

Estimate ot any current year (FY2005) cost. 0J
Check this box (X) if funding for this b Il is included in the Gove rnor’s FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separatepuyu ilULCiasiiry)
This fiscal note appropriates $69,531,800 from the general fund to the PERS and TRS trust funds:

Public Employees' Retirement System (Fund Code 1029): 567,158.3
Teacher' Retirement System (Fund Code 1034). $2,373.5

This is the amount required to hold the participating employers harmless from the 5% increase to the
employer contribution that is effective July f 2005 for the 2006 fiscal year Tire employer cost for school

districts is handled in IIB 1

See attached summary and detail sheets for the PERS and TRS participating employers
Phono 465-G600
Date/Time 3/17/05 8:24 AM

Drill) 3/17/20U5

Prepared by. Senate f mance Committee
Division

Approved by:

Agency
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Public Employees' Retirement System (PERS) & Teachers' Retirement Systom (TRS)
Composite Employer Contribution Rate - Active Employers")
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution
(Based on 2004 Valuation; June 30. 2003 Financials)

(in Dollars)

Fiscal Year 2006

ER AVE TOTAL
Fund Num IEmployer Increase Conlrib.
ITOTAL BOTH PERS AND TRS 108,042,636 386,448,932

Fiscal Year 2007

TOTAL PERS AND TRS FOR STATE, POLITICAL SUBDIVISIONS, AND SCHOOL DISTRICTS

IPOLjTjCAL SUBDIVISIONS 18,426.926 - 55,913,660
ISCHOOL DISTRICTS 38,510,745 151,099,097
STATE OF ALASKA ~39.966.574 142,083,708
UNIVERSITY 7.769.429 26,326,893

104,673,675 375,423,359

TOTAL PERS AND TRS FOR ALL OTHERS

ALASKA HOUSING FINANCE CORPORATION 798, 115 2.576.315
ALASKA MUNICIPAL LEAGUE 10 035 129.848
ALEUTIAN HOUSING AUTHORITY 20 172 100,292
ALEUTIANS WESTCR S A 2817 12,148
ANCHORAGE PARKING AUTHORITY 52,900 150,024
BARANOF ISLAND HA 23,045 72,875
IBARTLETT REGIONAL HOSPITAL 890, 282 2,872,049
iBERING STRAITS CRSA 3.546 23,248
BERING STRAITS RHA 53,837 213.298
BRISTOL BAY RHA 57,562 203.311 1
|[COOK INLET HOUSING AUTHORITY 134 066 466.283 J

JCOPPER RIVER BASIN RHA 27,798 90,900 '
ICORDOVA COMMUNITY MEDICAL CENTER 131, 150 397,121
ILISAGVIK COLLEGE 200,157 G38.2G3
INTERIOR RHA 52,437 184,474
'INTER-ISLAND FERRY AUTHORITY 0605 20,582
NOME JOINT UTILITY SYSTEM 50,792 101,584
NORTH PACIFIC FISHERY MGMT COUNCIL 57,725 208.271
NORTH PACIFIC RIMMA 48,977 162.408
[NORTHWEST INUPIAT HOUSING AUTIIORILY 28, 131 86,707 1
PETERSBURG MEDICAL CENTER 149, 103 328.027 |
'SAXMAN SEAPORT 1 990 7.639 |
SITKA COMMUNITY HOSPITAL 225 160 j 763,762
[SOUTHEAST REGIONAL RESOURCE CENTER 136.809 j 475,538
SPECIAL EDUCATION SERVICE AGENCY 84, 2113 32G.902
ILIN3IT-HAIDA RHA 100 793 | 413,054

3,368 960 i 11,025,574

Information provided by Division of Retirement and Benefits
Compiled uy Senate Finance Committee

AVE TOTAL
Increase Contrib.
111,686,411 510,881,144
19.117,936 77J 28,359
39,581,491 194,745,319
41,460,806 188,853,693
8.032,460 35.227.657
108,192,693  495,955.028
828,044 3,500 971
16,1536 151,354
27 154 , 131[207
2923 j 15 527
54,884 ; 210,533
24 532 ; 100.140
923.667 | 3.903 |LB
3G79 i 27.799 |
57.931 ' 279 228 |
59.721 | 270,656 |
139.094 ! 022 862 1
28.841: 123.150 j
136.068 ! 548 081 ;
213.888 ! 876 086 |
54.403 i 245 795
6.853 | 28 206 |
52.697 158 090 |
59,889 | 275 971 j
50,814 | 219 313 |
29.186 i 119,197 !
154.695 | 495 023
2,070 i 9 996
233610 i 1.026, 013
141 .276 : 631, 599
86.590 ! 422, 165
104,078 ! 533,739
3,493,717 | 14,926.110

FISCAL NOTE it 8

Fiscal Year 2008

AVE TOTAL
Increase Contrib.

115,684,006 G44,731,842

19,834,859 99,855,531/

40.890,935 242.029,923

43,013,516 238,938,458

8.320,689 44.801.844

112,059,999 625,625,756

859 096 4,491 353

17 260 174 289

28.172 164 300

3033 19 142

56 942 275 370

25 452 129 347

958 305 5,008,100

3817 32,658

Q0 104 349 ,803

61 961 | 342,760

144 310 790 529

29 922 157 690

141 170 709 804

221 909 1.130,848

56 414 311 4SG

7,110 36 374

54 673 218 692

62 135 348 455

52 719 280, 256

30 281 153 947

160 496 674,082

2 148 12 518

242 370 1,306, 859

146 241 799,794

89 446 525,405

108 494 602,246

3.G24 007 19,106, 08G

CSSD M1 (FIN)

Fiscal Year 2009

AVE TOTAL
Increase Contrib.
48,407,834 716,695,197

3,996,494 107,706,448
31,260,039 201.411,389

8,939,278 257,086,305

3,386,468 49,826,975
47,582,278 696,031,118

173,098 4,837,817
3.478 184,494
5.076 176,318

611 20,492
11.473 297,472
5.128 139,468
193,087 5,394,500
769 34,688
12.110 375,4 16
12,484 360.481

29.077 850.120
6,020 109,006

28,444 7G5.647

44,712 1.219.211

11.373 334.851
1,433 39.211

11,010 238,149
12.520 374.425
10,622 301.697
6,101 1C5.091

32,338 732.439
433 13.434

48,835 1,400.138

73.287 901.029

09.562 | 612,514

21.800 j 7(19,071

825,550 | 20.GG4.079

Toln



il (TRS)
Composite Employer Contribution Rate - Active Employers
ESTIMATED FY OC- 07 - 08 - 09 - Change in Employer Contribution n Dollars)
(Based on 2004 Valuation; Juno 30, 2003 Financials)

ear 200C

ER AVE TOTAL

Fund Num Employer Increase Contrib.
PERS 208 AKUTAN, CITY OF 14,932 42,079
PERS 230 ALEUTIANS EAST BOROUGH 50,537 200,431
PERS 259 ALLAKAKET, CITY OF 2,564 5,127
PERS 173 ANCHORAGE. MUNICIPALITY OF 6,615,843 18.061.251
PERS 283 ANDERSON, CITY OF 2,000 2,009
PERS 289 ANGOON, CITY OF 15,955 49.206
PERS 243 ATKA, CITY OF 3,708 14,832
PERS 171 BARROW. CITY OF 53.772 192,072
PERS 136 BETHEL, CITY OF 235,324 644.787
PERS 144 BRISTOL BAY BOROUGH 70.944 j 184,313
PERS 148 CORDOVA. CITY OF 98,482 | 290,917
PERS 186 CRAIG, CITY OF 94.438 ' 383.983
PERS 282 DELTA JUNCTION, CITY OF 3.419 13,059
PERS 258 DENALI BOROUGH 29.484 200.493
FERS 178 DILLINGHAM. CITY OF 122,152 395,285
PERS 271 EGEGIK. CITY OF 5,075 14,007
PERS 242 ELIM. CITY OF 9,077 25.930
PERS 116 FAIRBANKS NORTH STAR BOROUGH 867,894 2.765,110
PERS 129 FAIRBANKS. CITY OF 305.784 1,875,679
PERS 183 FORT YUKON, CIl'Y OF 15,338 30,677
PERS 192 GALENA. CITY OF 68,486 136.972
PERS 189 HAINES BOROUGH 105,665 468.51 R
PERS 215 HOMER. CITY OF 245,743 635,001
PERS 199 HOONAH. CITY OF 33,095 104,248
PERS 285 30,735 94,788
PERS 235 4,785 17.486
PERS 126 JUNEAU. CITY AND BOROUGH OF 1.351.743 4.385.054
PERS 260 3,068 15.569
PERS 277 15.138 51.430
PERS 237 1,479 5471
PERS 180 KENAI PENINSULA BOROUGH 625.569 2,228,278
PERS 115 KENAI, CITY OF 278,462 761,316
PERS 122 KETCHIKAN GATEWAY BOROUGH 206,307 G39.140
PERS 181 KETCHIKAN. CITY OF 415,937 2.073,029
PERS 151 KING COVE, CITY OF 63.681 157,071
PERS 227 KLAWOCK. CITY OF 42,542 95,210
PERS 174 KODIAK ISLAND B JROUGH 113.667 227,334
PERS 120 KODIAK, CITY Ol 293,700 952.175

Informetion provided by Division ol Retirement and Benetits
Compiled by Senalo FmnntP Committee

Fiscal Year 2007

AVE
Increase

15,492
52,432
2,660
6,863,937
2,084
16,553
3,847
55.788
244.148
73,605
102,175
97,979
3,547
30,590
126,733
5,265
9,418
900,440
317,251
15,914
71.054
109,G27
254,959
34.336
31,808
4.965
1,402,433
3,103
15,705
1,535
649,028
288.905
214,044
431.534
55.694
44,138
117,929
301,714

TOTAL
Contrib.

59,149
260,379
7,979
25,602.485
4,1681
67,604
19,235
255,063
913,115
264.830
404,002
496,362
17,095
238.601
536.841
19,790
36,372
3,769,241
2.263.268
47,741
213,162
595.715
913,772
142.493
130,230
23.106
5.951.927
19,336
69,072
7,211
2,960.866
1,078,770
877,152
2,582,302
218.656
142.918
353.788
1.292.596

FISCAL NOTE 1t 8

Fiscal Year 2008

AVE
Increase

16,073
54,399
2,759
7,121.335
2,162
17,174
3,991
57,800
253,304
76,365
106,007
101,G53
3,680
31,737
131,485
5,463
9.771
934,206
329.148
16,510
73,719
113,738
264,520
35.C23
33,084
5,151
1.455.025
3.303
16,294
1,593
673,367
299,739
222,070
447,717
57,783
45,794
122,357
316,140

TOTAL
Contrib.

77,440
324,542
11,038
33,683,913
6.486
87,314
23.948
322,507
1,200,661
351.126
525,159
616,628
21,416
279,286
688,458
26,003
47,507
4,844,794
2,677,288
66,041
294.875
731,793
1,212.559
183.460
108,198
29,124
7,630,149
23,364
87.95G
9.074
3,745,205
1.410 962
1,132.115
3.120,056
284,630
194,070
489.407
1,657,208

CSSB 141(FIN)

Fiscal Year 2009

AVE
Increase

3,239
10,961
556
1,434,866
436
3,460
804
11.662
51,038
15,387
21,359
20,482
741
6,395
26.493
1,101
1,969
188,232
66,319
3.327
14.853
22,917
53,298
7,178
6,666
1,038
293.171
665
3.203
321
135,676
60,394
44,745
90.210
11.643
9.227
24.652
63.699

TOTAL
Contrib.

83,668
348,030
12,020
36,418,979
7,172
94,144
25,677
346,610
1,298,044
380,066
566.769
660,912
22,984
296,461
741.525
28,108
51.310
5,220,035
2.846.951
71,917
321,110
782,957
1,312,661
197,719
181,356
31,286
8.217,844
24,932
94,631
9,745
4,025,508
1.534.128
1,220.560
3,337,762
307.260
210.780
532.950
1,784,875

3018



FSCAL NOTE + 8 CSSB 141(FIN)

Public Employees' Retirement System (PERS) & Teachers’ Retirement SyslomJTRS)
ComposltelTmployer Contribution Rato - ActWo Employers 7

ESTIMATED FY 06 - 07 - 08 «09 - Change in Employer Contribution (in Dollars)
(Based on 2004 Valuation; June 30, 2003 Financials)

Fiscal Year 2006 Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009
ER AVE TOTAL AVE TOTAL AVE TOTAL___ AVE TOTAL
Num Increase Contrib. Increase Contrib. Increase Contrib, Increase Contrib.
PERS 140 KOTZEBUE. CITY OF 162,767 325,534 168,871 175,203 700,813 35,301 763.165
PERS 287 KOYUK. CITY OF 1,113 1,155 1,198 6,091 241 6.56B
PERS 247 LAKE AND PENINSULA BOROUGIl 32,611 150,276 34,042 189,1 35,318 232,395 7,116 248.482
PERS 109 MATANUSKA-SUSIINA BOROUGH 496.101 1.586.530 514,704 2.160. 534,006 2,775,762 107,596 2,990,502
PERS 193 NENANA, CITY OF 19,388 75,458 20,115 98,. 20.869 122,962 4.205 131,913*
PERS 139 NOME. CITY OF L 129.462 271.870 134,317 139,354 571,350 28.078 621.482
PERS 241 NOORVIK. CITY OF 18,250 52.559 18,934 19.644 95,864 3,958 103,522
PERS 191 NORTH POLE, CITY OF 107,535 322,604 111,567 115,751 _ 570,755 23(322 624,418
PERS 145 NORTH SLOPE BOROUGH 2.458,409 6,214,859 2.550,600 2.646,247 11,082,207 533,188 12,977,908
PERS 220 NORTHWEST ARCTIC BOROUGH 36.340 104,151 37,703 39,117 190,343 7J582 205.571
PERS 134 PALMER. CITY OF 132,967 493,041 137,953 143,126 816,965 28,838 877,338
PERS 200 PELICAN. CITY OF 6.559 18.181 G.805 7,060 33,690 1,423 36,413
PERS 143 PETERSBURG. CITY OF_ 198,490 934,095 205,934 213,656 1,432,778 43,049 1,531,133
PERS 266 QUINHAGAK. CITY OF _ 1,552 5,380 1,610 13571 9,133 1337 9,822
PERS 216 RUBY, CITY OF 6,153 22.153 6,384 6,624 37,092 1,335 39,859
PERS 256 SAINT GEORGE, CITY OF 18,988 52.330 19,700 20,438 C/,205 4.110 105,075
PERS 214 SAINT MARY'S, CITY OF 15,895 64,341 16,491 17,109 103.476 3,447 110,917
PERS 172 SAINT PAUL, CITY OF 70,881 175,077 73,539 76,297 34:,048 15,373 369.586
PERS 176 SAND POINT, CITY OF 39,312 95.214 40,786 42.316 187,121 ' 0,526" 202,870
PERS 198 SAXMAN, CITY OF 21.534 141.438 22,342 23.180 198,605 4,670 210,941
PERS 222 SELAWICK, CITY OF 401G 12.800 4,167 4,323 22,488 871 24,227
PERS 286 SELDOVIA. CITY OF 4,997 15.411 5,185 5,379 27,347 1,084 29,480
PERS 182 JSEWARO. CITY OF 192,943 530,207 200,178 207.685 986.087 41,846" 1.065.996
PERS 120 'SITKA. CITY AND BOROUGH OF 371.607 1,413.591 385,542 | 400.000 2,321,507 80,595 2,491,806
PERS 132 'SKAGWAY. CITY OF 72,524 284,729 75,244 78.065 462(615 15,729 496,201
PERS 123 'SOLDOTNA. CITY OF 139.473 403,357 144,704 150,130 734',437 30,249 793,035
PERS 169 JTANANA. CITY OF 11,285 46,608 11,708 12,147 74,464 2,448 79,705
PERS 206 'THORNE BAY, CITY OF 14,513 43,830 15,057 15,622 78,422 3.148 84,597
PERS 200 881 ; 2,644 914 ' 949 ' 4,743 191 5.117
PERS 249 13,698 i 40.738 14,212 | 14,745 73,340 2,971 79,142
PERS 179 UNALASKA, CITY OF 493,130 j 1,685,517 511,622 ! 530.808 2,875,917 106,952 3,093.079
PERS 107 VALDEZ. CITY OF 255,619 1 711.133 265,205 i 275.150 1,315,76!) 55.440 1.421.996
PERS 131 173.593 570.773 180,103 ' 186,856 988,097 37.649 1,0G3.n87
PERS 202 jWHITTIER, CITY OF 40,977 97,954 50,814 i 52,719 210,877 10,622 229.639
PERS 135 WRANGELL. CITY OF 125.854 420.055 130,573 i 135.470 723,951 27,296 779,191
PERS 248 'YAKUTAT, Cl IV AND BOROUGH OF 22.773 05.535 23,627 | 24,513 141,096 4.939 151,402
Subtotal: Political Subs PERS  18,42G,92G 55,913,GQ0 19,117,936 19.834.859 99,855,531 3,996,494 107,706,448
PERS ! 152 ‘ALASKA HOUSING FINANCE CORPORATION 798,115 2.576,315 826.044 3.500.971 859,096 4(491,353 173,098 4,037,817
Information provided by Division ol Retirement and BenolVis n

Compiled by Senate Finance Committee



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS) _
Composite Employer Contribution Rato - Active Employers |
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution (in Dollars)
(BasetTon”2004 Valuation; June 30, 2003 Financials)

Fiscal Year 2006

TOTAL
Employer Increase Contrib,
ALASKA MUNICIPAL LEAGUE
PERS ALEUTIAN HOUSING AUTHORITY
PERS ALEUTIANS WEST CRSA

ANCHORAGE PARKING AUTHORITY
BARANOF ISLAND HA

BARTLETT REGIONAL HOSPITAL
BERING STRAITS CRSA

BERING STRAITS RHA

BRISTOL BAY RHA

COOK INLE THOUSING AUTHORITY

PERS COPPER RIVER BASIN RHA
PERS CORDOVA COMMUNITY MEDICAL CENTER
PERS ILISAGVIK COLLEGE
INTERIOR RHA
PERS INTER-ISLAND FERRY AUTHORITY
PERS NOME JOINT UTILITY SYSTEM
PERS NORTH PACIFIC FISHERY MGMT COUNCIL
PERS NORTH PACIFIC RIM HA
PERS NORTHWESTINUPIAT HOUSING AUTHORITY
PERS PETERSBURG MEDICAL CENTER
PERS SAXMAN SEAPORT
PERS SITKA COMMUNITY HOSPITAL
PERS TLINGIT-HAIDA RHA
PERS SOUTHEAST REGIONAL RESOURCE CENTER
PERS SPECIAL EDUCATION SERVICE AGENCY

Subtotal; Other PERS

PERS ALASKA.STATE OF
PERS UNIVERSITY OF ALASKA
Subtotal: State & Univ PERS

PERS 255 ALASKA GATEWAY SD

PERS 162 'ALEUTIAN REGION SD

PERS 244 ALEUTIANS LAS® TOROUGH SO
PERS 111 ANCHORAGESD

PERS 103 ANNETTE ISI AND SD

PERS 104 BERING STRAIT SD

PERS 184 BRISTOL DAY BOROUGH SD
PERS ! 105 CHATHAM SD

Information provided by Division ol Rolirement and Benoalils
Compiled by Senate Fnance Committee

Fiscal Year 2007

TOTAL
Increase Contrib

FSCAL NOTE 1t 8

Fiscal Year 2008

Increase

TOTAL
Contrib,

CSSB 141(FIN)

Fiscal Yoar 2009

Increase

TOTAL
Contrib



FISCAL NOTE « 8 CSSB 141 (FIN)

Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)

ComnosltoEmployor Contribution Rate « Active Employers 1
(In Dollars)

ESTIMATED FY 06 - 07 - 08 - QO- Change In Employer Contribution
(Based on 2004 Valuation; June 30, 2003 Financials)

Fiscal Year 200G

Fiscal Year 2007

Fiscal Year 2008

Fiscal Year 200D

ER AVE TOTAL AVE TOTAL AVE TOTAL AVE TOTAL
Fund Num Employer Increase Contrib. Increase Contrib. Increase Contrib. Increase Contrib.
PERS 121 CHUGACH SD 12 0@ 36,687 12,512 50,576 12,982 65,454 2,616 70,596
PF.RS 112 COPPER RIVER SD 63726 232,728 66.116 307,571 68,595 387,700 13.821 416/186
PERS 185 CORDOVA CITY SD 32 539 100,611 33,759 13B.143 35,025 178.346 7,057 192,290
PERS 204 CRAIG CITY SD 56,375 211,292 58.489 277,704 60,682 348.800 ¢ 12,227 374.491
PERS 246 DELTA/GREELY SD 47 576 150,245 " 49.360 205,240 51,211 264,148 10.318 284,662
PF.RS 118 DENALI BOROUGH SD 43 730 162,937 _ 45,370 214.417 47,071 269,529 9.484 289.417
PERS 205 DILLINGHAM CITY SD 63 229 171,097 05,600 243,113 68,060 J320.290 13,713 346.366
PERS 117 FAIRBANKS NORTH STAR BOROUGH SD 1,234,537 3.928,296 1,280,832 J5,356/139 Jt.328,863 6,886,168 267,750 7.419.725
PERS 141 GALENA CITY SD 163 263 576,318 169,385 767.316 175,737 971,827 35,409 1,044,749
PERS 240 HAINES BOROUGH SD 51 494’ 181 ,672 53.425 241.910 55,429 306,410 11,168 329,406
PERS 138 HOONAH CITY SD 26 739 _ 189 099 27,742 223,932 “ 28,782 261,111 5,799 '276,989
PERS 168 HYDABURG CITY SD 13 463 26,926 13,968 41,903 14,491 57,966 2,920 63,123
PERS 124 IDITAROD AREA SD 82 335 312 ,04B 85,422 409,172 88.625 513,142 _17.857 550,806
PERS 108 JUNEAU BOROUGH SD 465 ,932 13370,834 483,405 2,216,895 501,533 2,801,561 101,053 3,010,754
PERS 265" KAKE CITY SD 25 057 95,818 25.997 1*25,408 26,972 157.083 5/134 168,581
PERS 211 KASHUNAMIUT SD 61 755 '229, 112 64,071 301.775 66,474 379,565 13,394 407,610
PERS 190 KENAI PENINSULA BOROUGH SD 644 117 72.165, 521 668.271 7,915.000 693(332 3(717.644 139,698 J, 000,843
PERS 177 KFTCHIKAN GATEWAY BOROUGH SD 187,852 5951867 194.897 813,109" 202,205" 1,045,806 _40.742 1,126,916
PERS 251 KLAWOCK CIlY SD 29 668 121 222 30,780 156,548 31,934 194,353 6cl94 208,290
PERS 158 KODIAK ISLAND BOROUGH SD 235,674 699 951 244.512 ~970.711 253,681 '1,260.793 ~51,114 1,360,573
PERS 125' KUSPUK SD 114, 491 311 641 118,785 473,237 123.239 614,223 24,831 662,763
PERS 164 LAKE AND PENINSULA BOROUGH SD 131 433 435 B32 136,362 _ 588,538 141,476 752.084 28,506 809,620
PERS 157 LOWER KUSKOKWIM SD 859, 238 2,369 779 891,459 3,350.105 924,089 4,400,623 186,354 4,756,811
PERS 153 LOWER YUKON SD 236,407 589 600 245,273 856,983 254.470 1,142,590 51,273 1.239.005
PERS 110 MATANUSKA-SUSITNA BOROUGH SD 996, 633 3,187 234 1.034,007 4,340,762 1.072,702 5,576,323 216,153 6,007.722
PERS 196 NENANA CITY SD 43 549 164 291 50,370 220,822 52,259 281.362 10,030 302,752
PERS 149 NOME CITY SD 73,463 305 460 70,218 393,133 79.076 486,952 15,933 521,681
PERS 161 NORTH SLOPE BOROUGH SD 652,578 2,092 166 677,050 ' 847,672 702.439 3,656,899 141,533 3,939,589
PERS 154 NORTHWEST ARCTIC BOROUGH SD 360, 719 721 437 374.246 1,122.737 388,280 1,553.119 78,234 1,691.304
PERS 257 iPELICAN CITY SD 4047 | _ 16051 4,199 20.852 4,356 25,991 878 27.072
PERS 228 'PETERSBURG CITY SD 53 938 143 259 55,961 204,592 58,059 270,324 11,698 292,456
PERS 156 IPRIBILOF SD 33 091 135 871 34,332 175,298 35,619 217/191 " 7,177 233,063
PERs 221 ISAINT MARY'S SD 21 240 42 481 22.037 06.111 22,863 91,453 4,607 99,590
PERS 133 |SITKA BOROUGH SD 94,373 359 372 97.912 470,761 101,584 589.998 20,468 633,240
PERS 225 ISKAGWAY CITY SD 18 464 75 111 19,156 97,084 19,875 120,599 4,005 129.259
PERS 155 [SOUTHEAST ISLAND SD 50,437 207 290 52,328 207,398 54,291 331,716 10939 355.409
PERS 102 ISOUTHWEST REGION SD 143 618 439 471 149.004 604.955 104,591 782.232 31(140 843,675
PERS 166 [TANANA SD 8,091 T 47 414 8.395 57,587 8,709 68,456 1,755 72,063
PERS 209 IUNAILASKA CITY SD L 47,987 170 257 49,786 226.428 51.663 286.573 10/108 300,042

Information pinvideo by Division til Retirement and Bonnlilr. 00| ji

Compiled by Senato Finance Commillee



FISCAL MOTE 1 8 CSSB 141(FIN)

Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Composite EmployorContribution Rate « Active Employers |

ESTIMATED FY OG- 07 - 08 - 09 - Change in Employer Contribution (In Dollars)
(Based on 2004 Valuation; Juno 30, 2003 Financials)

Fiscal Year 200G Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009

ER AVE T°TAL_ AVE TOTAL AVE TOTAL AVE TOTAL

Employer Increase Contrib. Increase Contrib. Increase Contrib. Increase Contrib.
PERS 137 VALDEZ CITY SD 86,400 170,848 89.G40 275.195 93.002 378,517 10,739 411.860
PERS 146 WRANGELL PUBLIC SD 42.618 127.514 44.217 176,513 45,875 229,007 9,243 247.090
PERS 264 YAKUTAT SD 19,499 70041 20,230 '92,898 20,989 117,371 4,229 ~J2G,130
PERS 160 YUKON 1KOYUKUKSD 109,970 219,941 114,094 342,283 1J8.373 473,492 23,851 515,619
PERS 159 YUKON FLATS SD 65,909 131,018 _68,381" 205,142 ' 70.945 283,779 14,295 309,028
PERS 195 YUPIIT SD 109,492 297.160 113,598 421,902 117,858 555,5*30 23,747 600.773
Subtotal: School District PERS 12,213,786 40,G51,8G9 12,679,702 54,850,016 13.155.191 70,008,307 2.C50.G18 75,423,502
TOTAL PERS 79,372,131 206,032,812  82,356484 358,365,527 35.444,852 457,249,080 17.216,147 492,115,048
TRS 766 ALASKA GATEWAY SD 122,058 512.643 124.865 649, 299 128 736 1c4 132,791 956,097
TRS 758 ALEUTIAN REGION SD 18,118 76.097 18,535 ~ 96 382 9 110 479 19,711 141,923
TRS 780 ALEUTIANS EAST BOROUGH SD 119,964 503,849 122,723 ' J538 160 126 528 4,1 *130,513 939.695
TRS 701* ANCHORAGE SD 8,945,912 37,572,829 9.151.668 47,588 671 *9,435 369 289 9.732 583 70.074.600
TRS 770 ANNETTE ISLAND SD 81,357 341,701 83,229 N4 32* 788 85 809 014 88,512 037,284
TRS 752 BERING STRAIT SD 556,156 2,335.857 _568.948 2,958 530 586 585 830 605 *063 4.356.453
ins 742 BRISTOL BAY BOROUGH SD 60,251 278.254 67,775 352 429 69 876 433 230 72 077 518,954
TRS 768 CHATHAM SD 65,684 275.875 67.195 349,415 J>9 278 429 525 J1 461 514.516
TRS 771 CHUGACH SD 47,326 198,768 48.414 251,754 T 49 915 309 473 51,407 370.709
TRS 767 COPPER RIVER SD 144,588 607,270 147.914 769, 151 152 199 945 494 157',303 1,132,580
TRS 704 CORDOVA CITY SD 104.904 440,595 —  __107,316 558 045 110 643 035 980 114,120 821,725
TRS 705 CRAIG CITY SD 117,364 +192,92B 120,063 624,329 123 785 767 468 127 ,604 919.328
TRS 765 DELTA/GREELY SD 151,836 637,712 155,328 807 707 160 144 . 992 890 165,188 1.189,354
TRS 764 DENALI BOROUGH SD 84,599 355,315 86,545 .150 032 89 227 | 553,210 92 038 662.675
TRS 744 DILLINGHAM CI1Y SD 145,270 610.133 148.611 772 777 153 218 ' 949 951 158 044 1,137,919
TRS 706 FAIRBANKS NORTH STAR BOROUGH SD 2,945,480 12,371,017 3,013.226 15.668,777! 3,106 636 i 19,261 146 3*204 ,496 23.072.367
TRS 735 GALENA CITY SD 227,943 957.362 233,186 1,212 568 i 240 415 | 1,490 572 247 *986 1,785.513
TRS 707 HAINES BOROUGH SD 93,831 394,089 95,989 499 142 J 98 965 | 613 580 102,082 734,990
TRS 708 HOONAH CITY SD 79,670 334.615 01.503 423813 i 84 029 ! 520, 901 86 676 024,007
TRS 709 HYDABURG CITY SD 35,628 149,638 36.4.18 189,528 j 37 578 232 981" 3B 761 279,081
TRS 761 IDITAROD AREA SD 129.B51 545,375 _ 132,838 690 756 136 956 849 125 141 ,270 1,017.142
TRS 710 JUNEAU BOROUGH SD 1,021,263 4,289.305 1,044,752 5..132,711 1,077 139 6,670 264 1.1 11,009 7,999,099
TRS 712 KAKE CITY SD 39,935 ___ 167,728 10,854 212 ,440 42 120 | 261 145 43 417 312,818
TRS 777 KASHUNAMIUT SD 73,716 309,609 75,412 392 142 77 750 | 482 048 i 80 199 577.432
TRS 716 KENAI PENINSULA BOROUGH SD 1,918.041 8,055.774 1.962.156 10,203,213 2.022,983 i 12.542,+196 2,086,707 15,024.292
TRS 714 KFTCHIKAN GATEWAY BOROUGH SD 466,086 1,957,560 476,806 2.479 ,389 491 587 1 3,047 837 507 072 3.050,915
TRS 717 KLAWOCK CI1Y SD 58,019 246.199 59,967 311,829 | 61,826 ° 383 322 63, 774 .159,170
TRS 710 KODIAK ISLAND BOROUGH SD 632,619 2.657.001 647.169 3,305,281 667.232 +1.130 837 688 250 4,955,397
140.344 589.445 143.572 745 574 i 148 023 917 740 162 085 1,099,33)

TRS 755 KUSPUK SD
Infom_ation provided by Division ol Retirement and Benefits 7
Compiled by Senate Finance Committee ve



Public Employee”Retiremonl| System (PERS) & Teachers' Retirement System (TRS)___

Composite Employer Contribution Rate mActive Employ e r s !
ESTIMATED FY 06 - 07 »08 - 09 - Chango In Employer Contribution (In Dollars)

(Based on*M "V ajuatlonjjtune 30,j003 Financials)

Fiscal Year 2006 Fiscal Year 2007
TOTAL TOTAL
Increase Contrib Increase Contrib,

Fund Employer
LAKE AMD PENINSULA BOROUGH SD
LOWER KUSKOKWIM SD _
LOWER YUKON SD
MATANUSKA-SUSITNA BOROUGH SD
NENANA CITY SD
NOME CITY FD
NORTH SLOPE BOROUGH SD _
NORTHWEST ARCTIC BOROUGH SD
PELICAN CITY SD
PETERSBURG CITY SD
PRIBILOF SD
SAINT MARY'S SD
SITKA BOROUGH SD
SKAGWAY CITY SD
SOUTHEAST ISLAND SD _
SOUTHWEST REGION SD
TANANA SD
UNALASKA CITY SD
VALDEZ CITY SD
WRANGELL PUBLIC SD
YAKUTAT SD
YUKON/ KOYUKUKSD
YUKON FLATS SD

YUPIT SD
ubtotal: School District TRS 20,296,959

'ALASKA DEPARTMENT OF EDUCATION

(UNIVERSITY OF ALASKA

ISOUTHEAST REGIONAL RESOURCE CENTER

SPECIAL EDUCATION SERVICE AGENCY
Subtotal: Oilier TRS

TOTALTRS

TOTAL BOTH PERS AND TRS

Information provided by Division of Retirement and Benclils
Compiled by Senate Finance Committee

FISCAL MOTE i1 8

Fiscal Year 2008

Increase

TOTAL
Contrib

CSSB 141 (FIN)

Fiscal Year 2009

Increase

TOTAL
Contrib.

nO((



n " FISCAL NOTE

Fiscal Note Number:

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Title An Act relation to TRS and PERS creating a
defined contribution and health reimbursement plans.

Sponsor Senate Finance Committee

Requester Senate Finance Committee

Expenditures/Revenues

Bill Version:
(H) Publish Date:

Dept. Affected:

>DU

Component

Component No.

Administration

HCS CSSB 141 (FIN)
5/2/05

Centralized Administrivo Services
Retirement and Bonofits

(Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2006

Personal Services 276.5

Travel 37.5

Contractual 667.0

Supplies 18.0

Equipment 30.0

Land & Structures

Grants & Claims

Miscellaneous (Board Restructure) (12.5)
TOTAL OPERATING 1,016.5

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

1002 Federal Receipts

1003 GF Match

1004 GF 1.029.0
1005 GF/Program Receipts

1037 GF/Mental Health

1029 PERS (2 0)
1034 TRS (105)
Other (Specify Type-Do not abbreviate)

TOTAL 1.016.5

Estimate of any current yoar (FY2005) cost:

FY 2007

227.5
175
327.0
5.0

(41.5)
535 5

577.0

(4.1)
(374)

535.5

00

FY 2008
163.1
3.5
352.0
5.0

(41.5)
482.1

392.7

(4.1)
(37 4)
130.9
482.1

FY 2009
163.1
5.0
397.0
50

(41.5)
528.6

285.1

(4.1)
(374)
285.0
528.6

64

FY 2010
163.1
5.0
397.0
5.0

(41.5)
528.6

142.5

(4.1)

(37.4)
427.6
528.6

Chock this box (X) if funding for this bill is included in the Governor's FY 2006 budgot proposal:

POSITIONS

Full-time 2
Part-time 0
Temporary 3

ANALYSIS: (Attach a separate pape it necessary)

FY 2011
163.1
5.0
797.0
5.0

(41.5)
528.6

0.0

(4.1)
(37.4)
570.1
528.6

This bill will create a new defined contribution retirement plan md a health reimbursement arrangement for

new employees of the PERS and TRS hired after the effective date of July 1. 2005. As tho now plan
significantly differs from the current definod benefit plans, tho division will be required to reprogram its

computer systems, set up and account for two now plans, create now plan publications and forms, train staff,
employer contacts and new members, create now employoo bonofit education methods on tho web. benefit
seminars and one on one appointments, and to contract for financial planning services for members of tho
new plan. Tho fiscal note assumes fund manager fees, custody, and record keeper’s individual account fees
are separoto. It further assumes that cost reductions for the PERS and TRS Boards will bo partially offsot by
payments to lho Office of Administrative Hearings to conduct disability hoanngs, previously conducted by tho

boards.

Proparod by:  Melanie Milihorn, Dlroctor

Division Rotiromont nnd Bonofits

Approved by: Miko Tibblo3, Doputy Commissioner
Agency Dopnrimont ot Administration

Phono 465-4408
Dalo/Timo 4/22/05 3:29 PM

Dato 4/22/2005

Pago 1of 2



FISCAL NOTE #10

STATE OF ALASKA BILL NO. HCSCSSB 141(HN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The estimated administrative costs to the division by fiscal year are as follows:
FY 2006 FY 2007 FY 2008 FY 09-11

PERSONAL SERVICES:

1- Non Perm Analyst-Pgmr H - DC-Benefils Sys - R 16 64.4 64.4 64.4 64.4
1 - Accountant Il - Range 16 52.0 52.0 52.0 52.0
1- R&B Tech l/ll - ER Rpling / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec |- Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 227.5 163.1 163.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor Iravel 0.0 2.5 3.5 5.0
37.5 17.5 35 5.0
CONTRACTUAL:
Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30,0 30.0
Audit, Accting, Tax. Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0
SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers.
telephone, set-up costs 30.0 0.0 0.0 0.0
MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)
Board Member Election 2006/2008 0.0 0.0 0.0 00
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel Members/Staff -24.0 -24.0 -24.0 -24.0
Honorarium/Board Members -29.0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Hearings-Otfice of Administrative Hearings 116.0 87.0 87.0 87.0
125 -41.5 -41.5 -41.5
TOTAL 1.016.5 535.5 482.1 528.6

Tho above funding source is initially listed as General Fund because the exiting tiers of PERS / TRS are Defined
1. -ns, ui'd the present DC plans, SBS and DCP are legally separate from the intended plan. Itis assumed that
by FY20JL, as more employees are hired into the new tiers, that program costs will be funded through an assessmunt
on DC accounts, similar lo the SBS program currently in placo. General funds will be reduced 25% per year from

FY200B-2011

The now plan effective date is July 1, 2005. Therefore, startup costs will start in FY 05. The startup costs are not costs
of the PERS and TRS Defined Benefit plans. Tiors 1, 2. and 3 aro logically rotated; howovor, tier 4 PERS and Tier 3
TRS would not be. The purpose of the bill is to separate the DB and DC side. A legal opinion was sought to determine

how lho funding and accounting noods to occur for the now DC plan. -

Page 2 of 2
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Alternatives
MM Overview

== Two alternatives are being presented to the PERS and TRS Boards, with the
Tier Committee recommending Alternative 1

& Components of Alternative 1
m defined benefit
m defined contribution

m medical
m health reimbursement account (HRA)

&> Components of Alternative 2
m defined contribution

m medical
m health reimbursement account (HRA)

<> Member contributions under both alternatives are higher than the current tiers

A Contribution rates for the defined contribution component are higher for
Alternative 2

<> Post-retirement medical program is the same for both alternatives

Mercer Human Resource Consulting



Alternatives
it Alternative

[IVty 111

Key features of Alternative 1 defined benefit program

N 1 percent of career average pay

m>Pay is indexed from year received to year preceding retirement (or
termination) based on the Anchorage CPI

m for example, 1997 pay for a member retiring on December 31,
2009 would be increased at Anchorage CPI for 12 years

N Base pay only

o Normal retirement at the earlier of
m (1) age 60 with 5 years of service (8 years for TRS), or

m (2) 25 years of service (30 years for PERS “others”)
m>Post-retirement pension adjustments similar to current tiers

<>No 10 percent Alaska cost-of-living adjustment (COLA)

Mercer Human Resource Consulting



1
Proposed Alternatives
~ Defined Contribution Alternatives

mvO |
fill' fit

m

Key features of defined contribution components

N Individual accounts are maintained for each member

®>Contributions are a percentage of base pay

m>Various investment options (member-directed)

100% vested

A Terminating or retiring member takes account (eligible for rollover)

Mercer Human Resource Consulting



$400,000

$350,000

$300,000

$250,000

$200,000

$150,000

$100,000

$50,000

osed Alternatives
of Non-Medical Benefits - TRS

Present Value of Benefit Payable as a Lump Sum

Age = 40, Service =0, Salary = $35,000

Equity: Ran ofreturn on account balance: 8.3%
Bond: Rale ofreturn on account balance: 4.5%
Equity investment mi*: 30% 70%: 60%' 50/a; 40%" Post-retirement 20%

Salary increase rate: 5.5%"' *%

Mercer Human Resource Consulting

— Current Tier 2
Alternative 2

— Alternative 1
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$400,000

$350,000

$300,000

$250,000

$200,000

$150,000

$100,000

$50,000

$0

ed Alternatives
Non-Medical Benefits - PERS

Present Value of Benefit Payable as a Lump Sum
Age =40, Service =0, Salary = $35,000

Age

Equity: Rate o freturn on account balance: 8.3%
Bond: Bate ofreturn on account balance: 4.5%
Equity investment mix: 803" 70% 603a 5(E/a 403/a Post-retirement 10/0

Salary increase rate: 5.53% 4%

Mercer Human Resource Consulting

Current Tier 3
Alternative 2

— Alternative 1
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Key Features

V'
I i< dikn e

Key features of post-retirement medical program
m>Members must retire directly from the System to be eligible

N System sponsored health plan with varying levels of subsidy or cost to
members

= Early retirees get “access only” prior to normal retirement eligibility

N Defined dollar benefit from normal retirement to Medicare eligibility
(currently age 65)
N Defined health benefit after Medicare eligibility, similar to the current
program with the following key exceptions:
m Method of coordination with Medicare

m Retired members will share in the cost through premium
contributions

Mercer Human Resource Consulting 76



Proposed Medical Program
System Sponsored Health Care Plan

m>System sponsored health plan available to all eligible retirees, but with

varying levels of subsidy

m>Basic plan design elements

Current Plan

Alternative Plan

Maintenance of Benefits

$2,500
80%

30 day supply
$5

$15

$30

90 day supply
$5

$15

$30

Medical
m Coordination with Medicare Total Allowable
m Deductible $150/person, $450/family $250/person, $750/family
» Out of Pocket $800
m Outpatient Surgery Coinsurance 100 %
Prescription Drug
» Retail 90 day supply

- Generic $4

- Brand Formulary $8

- Brand Non-Formulary $8

Mail Order 90 day supply

- Generic $0

- Brand Formulary $0

- Brand Non-Formulary $0
Dental, Vision, Audio No Change

Mercer Human Resource Consulting
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Medical Program
lggggL Eligibility

B> Normal retirerrient eligibility for medical benefits will be defined as the
earlier of

m (1) age 60 with 10 years of service

m (2) 25 years of service (30 years for PERS “others” retirees).
iR Disabled participants will be eligible

o Terminated vested participants are not eligible. A member must retire
directly from active service in order to receive coverage

Mercer Human Resource Consulting 78



Program

o Early retirees who have not reached normal retirement eligibility
m Receive “access only” plan
m Will not be eligible for subsidized retiree health plan costs
* Pay 100% of the pre-Medicare eligible (currently pre-age 65) per
member per year (PMPY) claim costs

=—Dependent spouses of early retirees will pay 100% of the appropriate
pre-Medicare or Medicare eligible PMPY claim cost

Mercer Human Resource Consulting 79



Proposed Medical Program
Normal Retirement to Medicare Eligibility

N Members who retire directly from the Systems will be eligible for a
“defined dollar” benefit upon reaching eligibility for normal retirement

N Fixed dollar subsidy toward system sponsored health coverage
m>Access to system sponsored retiree medical plan as outlined above
N Subsidy amount is based on length of service

m>Subsidy amount indexed each year by healthcare inflation up to a
maximum of 5 percent (with a “catch-up” provision based on years

when healthcare inflation is less than 5%)

Mercer Human Resource Consulting



H
~ Proposed Medical Program
- Normal Retirement to Medicare Eligibility

yoar Lt

Upon becoming eligible for Medicare, such members will become
eligible for the “defined health” benefit

N Pre-Medicare dependent spouse is eligible for the same subsidy as
retiree

m>Medicare eligible dependent spouse is eligible for the Medicare
eligible benefit level, with contribution percentage based on retiree

length of service

Mercer Human Resource Consulting



Proposed Medical Program
Normal Retirement to Medicare Eligibility

Apply percentages to the applicable subsidy base to arrive at the
appropriate subsidy amount.

<> Defined Dollar Subsidy Base Annual PMPY for fiscal year 2004
Pre Medicare $5,962*

m>Subsidy Percentage

Service (yrs) Subsidy %

10-14 30%
15-19 45%
20-24 60%
25-29 /5%
30+ 90%

m>Member contributions are determined by subtracting the annual
subsidy amount from the annual claims cost for a given year.

o0 “Equivalent to FY2004 pre-Medicare projected claim cost.

Mercer Human Resource Consulting
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Proposed Medical Program
Defined Dollar Subsidy Projection

\V

&> Subsidy Projection Assumptions

Year 1
Year 2
Year 5
Year 10

Year 15

Pre Medicare retiree, 25 years of service
Year 1 assumes plan cost and subsidy base are equal
Average plan cost increases at proposed valuation trend

Assumes inflation of 3.5%
Subsidy base increases at healthcare inflation rate up to 5%

Present

Plan Subsidy Retiree Retiree Value Retiree Percent
Cost Base Subsidy Contribution Contribution Increase
5,962 5,962 4,472 1,491 1,491 N/A
6,605 6,260 4,695 1,910 1,846 28%
8,714 7,247 5,435 3,278 2,857 17%
12,431 9,249 6,937 5,495 4,032 8%
15,956 11,804 8,853 7,103 4,388 5%

Mnrccr Human Resource Consulting

Contribu'
Percer

25%
P8 %
38%
44%

45%
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Medical Program
Medicare Eligibility

m>Defined health benefit similar to current program

m>Retirees who were previously eligible for 100% subsidy of retiree
health plan costs will now participate in the premium cost.

m>Contributions are per covered individual

o Pre-Medicare dependent spouses are eligible to receive a defined
dollar subsidy with percentage based on retiree length of service

<> Medicare eligible dependent spouses are eligible to receive the same
defined health benefits as the retiree and pay the same contributions

Mercer Human Resource Consulting 84



Medical Program
r Medicare Eligibility

A Contribution Base PMPY for fiscal year 2004:

Medicare Eligible $2,667
m>Contribution Percentage

Service (yrs) Contribution %

10-14 30%
15-19 25%
20-24 20%
25-29 15%
30+ 10%

< Apply percentages to the contribution base to arrive at the applicable
contribution amount

Mercer Human Resource Consulting
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Alternatives
Alternative 1 Normal Cost Rates

<>“Normal cost” rates for Alternative 1 are expected to be as follows:

Normal Cost Rates

TKS PERS
Medical normal cost rate 3.75%  (9.07%) 3.5% (8.68%)
Defined benefit normal cost rate 5.0% (13.90%) 4.5% (11.37%)
Defined contribution rate 8.5% (N/A) 7.0% (N/A)
HRA contribution rate 1.5% (N/A) 1.0% (M/A)
Gross normal cost rate 18.75% (22.97%) 16.0% (20.05%)
Member contribution rate (10.00%  (8.69%) (8.00%  (6.81%)
Employer normal cost rate 8.75% (14.28%) 8.0% (13.24%)

[ Normal cost rates for the current program (all tiers) are shown
in parentheses for comparative purposes.

Mercer Human Resource Consulting
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Alternatives
Normal Cost Rates

“Normal cost” rates for Alternative 2 are expected to be as follows:

Medical normal cost rate
Defined contribution rate
HRA contribution rate
Gross normal cost rate
Member contribution rate

Employer normal cost rate

Mercer Human Resource Consulting

Normal Cost Rates

TRS
3.75%
13.5%

1.5%

18.75%

(10.0)%

8.75%

PERS
3.5%
11.5%
1.0%
16.0%
(8.0)%

8.0%

87



nr e ko Alternatives

liflp ig Cc‘)Hst Projections
ilill

The following pages show the approximate effect the new tier would be
expected to have over time ori actuarial calculated contribution rates

N Data, assumptions and methods are as previously described,
including changes to medical valuation methodology

Mercer Human Resource Consulting
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roposed Alternatives
st Projections - PERS

Contribution Comparison - PERS

35.00% --------

30.00%

25.00%

20.00%

15.00%
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Fiscal Year Ending
— Current Plan - mmm New Tier
89
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Mercer Human Resource Consulting

Alternatives
TRS

Contribution Comparison - TRS

e
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Fiscal Year Ending
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New Tier
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h Reimbursement Accounts

?ll%l. I

verview

1%

m>Arrangement that:
m |s solely employer paid
B Reimburses employees for medical expenses
m Provides reimbursements up to a maximum dollar amount for a
defined coverage period

m>Unused funds are carried forward to the next coverage period

m>Usually, but not required to be, associated with high-deductible health
plans or consumer directed health plans

B> |ncludes aspects of FSAs

m>Also known as
m Health Reimbursement Arrangements

m Defined contribution health care plans

Mercer Human Resource Consulting 92



h Reimbursement Accounts
lew

Funding
A Employer only
& Employer sets own limits

®> Notional or funded accounts
B general assets
m VEBA
m other trusts

Eligibility
o Current and former employees (including retired employees), spouses and

dependents

<t COBRA participants

<> Dependent medical expenses on death of employee

Mercer Human Resource Consulting
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Accounts

Benefits

m>Reimbursements for medical expenses as defined in IRC section
213(d)

®>No IRS limit on reimbursements
< Employee responsible for substantiating expenses
<> Cannot use for over-the-counter drugs

m>Can be used for after tax insurance premium payments (LTC is gray

area)

= Cannot have any right to receive cash benefit

N Can be used with FSA, but special rules apply

Mercer Human Resource Consulting
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Health Reimbursement Accounts
U iy Jijiii

_Overview

Plan design

P Plan sponsor dictates plan design
m Contribution amount
« Covered expenses

B Termination provisions
Tax Treatment

N Requirements for exclusion from employee/retiree income:
m Employer funding only - no employee contributions

m Only reimbursed for qualified medical expenses

= Subject to non-discrimination rules under IRS code section 105(h)

Mercer Human Resource Consulting



