
A L A S K A  L E G I S L A T U R E
H O U S E  and S E N A T E  F I N A N C E  C O M M I T T E E  FILES, u 2 0 0 5 - 2 0 0 6  3014



Health Reimbursement A ccounts
Comparison of tax advantaged health care
accounts

Health'Savings Account 

JHSA)

Health Reimbursement Account 

(HRA)

Flexible Spending Account 

(FSA)

Account requirements
Funds must be held in trust or 
custodial account No requirement; often unfunded

No requirement; often 
unfunded

Qualifying expenses
Miscellaneous IRC 213(d) 
expenses, limited health premium  
reimbursements*

Miscellaneous IRC 213(d) expenses, 
unlimited premium reimbursements, 
subject to pian design

Miscellaneous IRC 213(d) 
expenses, no health premium  
reimbursements

Non-qualified withdrawals

Yes, but taxable, plus 10% penalty. 
No penalty after age 65, disability, 
or death (no penalty or tax after 
death if HSA goes to spouse)

Not allowed Not allowed

Rollover of unused funds Unused funds roll over indefinitely
Allowed, although employer can 
establish limits

Not allowed

Nonforfeitable Yes and fully portable, can take to 
new employer No, but COBRA rights applv

No, but limited COBRA rights 
apply

'COBRA, long-term care insurance and premiums for account holders at least G5 or receiving unemployment compensation.

Mercer Human Resource Consulting 96



ii<
Health Reim bursem ent A ccounts

Mil II 
l i ji illComparison of tax advantaged health careA , 1 ■  f i i i ;  V ' i l l l l\V  taccounts

Health Savings Accotint ' Health Reimbursement Account Flexibl&Spending Account

(HSA) (HRA) (FSA)

Eligibility Individuals (employees) with high 
deductible plan (HDHP)

Employees whose employers make 
availaole

Employees whose employers 
make available

Health insurance 
requirement

Qualified high deductible health 
plan required

None, although employer typically 
requires high deductible coverage

None

Contributions - Source Employer, employee, or both Employer only Employer, employee or both

Taxability of employee 
contributions Tax-free Employee contribution not allowed Tax-free

Taxability of employer 
contributions

Tax-free to employee; tax 
deductible to employer

Tax-free to employee; tax deductible 
to employer

Tax-free to employee; tax 
deductible employer

Annual contribution limits 
(employee+omployer)

Lesser of 100% of deductible or 
fixed amount (established by law)

None legally required, employer sets 
its contribution amounts

None legally required, employer 
sets employee contribution 
limits
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Reim bursem ent
scenarios

A ccounts

■=> Illustrate the HRA fund value at retirement, the total costs expected to 
be borne by the retiree during the pre-Medicare period of retirement 
and the retiree’s expected net cost after HRA reimbursements 

E> Four scenarios
■ Early hire, 1.0% funding - hire at 25, retire at 55
■ Early hire, 1.5% funding - hire at 25, retire at 55
■ Late hire, 1.0% funding - hire at 40, retire at 60 
- Late hire, 1.5% funding - hire at 40, retire at 60

«=> Key assumptions
■ Hire date of 7/1/2004

■ Normal retirement at 25 years or age 60
■ Funded as percent of average salary for group
■ Average salary for group of $35,000
■ Wage inflation 4.0%
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.iea iin  Keim oursem eni
rt) scenarios

■=> Key assumptions (continued)
■ HRA accumulation rate 8.25%
■ Early retirement access-only plan as described in the proposed medical 

program
■ Normal retirement to Medicare eligibility defined dollar subsidy as 

described in the proposed medical program
■ Benefit costs increase at proposed valuation trend
■ Retirees transition to defined health benefit plan at Medicare eligibility

■=> Other assumptions
■ Participant retires from system and is receiving system-sponsored benefits
■ Demographic composition of future pre-Medicare retiree group remains 

constant
■ No spend down of HRA during active benefit period
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Health Reim bursem ent A ccounts
KmmiiiiliidSHlfi

scenarios

Gross Retiree HRA at Net Retiree
Cost Retirement Cost

Early Hire, 1.0% $153,721 $64,622 $72,348

Early Hire, 1.5% $153,721 $96,933 $12,714

Late Hire, 1.0% $ 68,993 $23,052 $44,543

Late Hire, 1.5% $ 68,993 $34,579 $30,580

^  Gross retiree cost is the total medical premium cost expected to be paid by 
the retiree less any System-sponsored subsidy. Does not include retiree cost 
sharing via plan design elements such as deductibles and coinsurance.

HRA at retirement is the beginning fund balance at the year of retirement.

^  Net retiree cost is the gross retiree cost less expected reimbursements from 
the HRA. HRA balance continues to earn interest after medical expenses are 
reimbursed each year.
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April 30, 2004

State of Alaska
Public Employees' Retirement Board 
Department of Administration 
Division o ‘" Retirement and Benefits 
P.O. Box 110203 
Juneau, AK 99811-0203

Dear Members of the Board:

Actuarial Certification

The annual actuarial valuation required for the Stale o f Alaska Public Employees’ Retirement 
System has been prepared as of June 30, 2003 by Mercer Human Resource Consulting. The 
purposes of the report include:

(1) a review o f experience under the Plan for the year ended June 30, 2003;

(2) a determination of the appropriate contribution rate for each employer in the 
System which will be applied for the fiscal year ending June 30,2006; and

(3) the provision o f reporting and disclosure information for financial statements, 
governmental agencies, and other interested parties.

■flic following schedules that we have prepared are included in this report:

( 1) Summary o f actuarial assumptions and methods (Section 2.3)

(2) Schedule o f active member valuation data (Section 2.2(d) and (0)

(3) Schedule o f benefit recipients added to and removed from rolls 
(Section 2.2(p) and 2.2(q))

(4) Solvency test (Section 3.3)

(5) Analysis o f financial experience (Section 3.1)

In preparing this valuation, we have employed generally accepted actuarial methods and 
assumptions, in coMinction with employee data provided to us by the Division of Retirement 
and Benefits and financial information provided by the audited report from KPMG LLP, to 
determine n sound value for the System liability. This data has not been audited, but it has been 
reviewed and (blind to be consistent, both internally and with prior years’ data. Actuarial 
assumptions are based on the results o f an experience study presented to the Board in October 
2000 and adopted in December 2000. Actuarial methods, medical cost trend, and assumed 
blended medical premiums were reviewed and revised in January 2003.



The contribution requirements are dctcmiined as a percentage of payroll, and reflect the cost of 
benefits accruing in FY04 and a fixed 25-year level percentage of payroll amortization of the 
initial unfunded accrued liability and subsequent gains/losses. The amortization period is set by 
the Board. Contribution levels arc recommended by the Actuary and adopted by the Board 
each year. Over time, the contribution rate is expected to remain relatively constant as a 
percentage of payroll. The ratio of assets to liabilities changed from 75.2% to 72.8% during the 
year primarily due to lower than expected equity market returns. Over the years, progress has 
been made toward achieving the funding objectives of the System.

A summary of the actuarial assumptions and methods is presented in Section 2.3 of this report. 
The assumptions, when applied in combination, fairly represent past and anticipated future 
experience of the System.

Future contribution requirements may differ from those determined in the valuation because of:

(1) differences between actual experience and anticipated experience based on the 
assumptions:

(2) changes in actuarial assumptions or methods;

(3) changes in statutory provisions; or

(4) differences between the contribution rates determined by the valuation and those
adopted by the Board.

The undersigned are members of*' American Academy of Actuaries and the Society of 
Actuaries and are fully qualified iu provide actuarial services to the State o f Alaska.

We believe that the assumptions and methods used for funding purposes and for the disclosures 
presented in this report satisfy the parameter requirements set forth in the Government 
Accounting Standards Board (GASB) Statement Nos. 25 and 27.

We believe that this report conforms with the requirements o f the Alaska statutes, and where 
applicable, other federal and accounting laws, regulations and rules, as well as generally 
accepted actuarial principles and practices.

Public Em ployee’s Retirement Board

April 30, 2004

Page 2

Sincerely,

Robert M. Reynolds, ASA, MAAA Marcia L. Chapman, FSA, FA, MAAA

MAG//CMB/RMR/kmp/cam



Report Highlights

This report has been prepared by Mercer Human Resource Consulting for the State o f Alaska 
Public Employees’ Retirement System to:

( 1) Present the results o f a valuation o f the Alaska Public Employees' Retirement System as
o f June 30, 2003;

(2) Review experience under the plan for 'lie year ended June 30, 2003;

(3) Determine the appropriate contribution rate for each employer in the System; and

(4) Provide reporting and disclosure information for financial statements, governmental
agencies, and other interested parties.

This report is divided into three sections. Section I contains the results o f the valuation. It 
includes the experience of the plan during the 2003 Fiscal Year, the current annual costs, and 
reporting and disclosure information.

Section 2 describes the basis o f the valuation. Il summarizes the plan provisions, provides 
information relating to the plan participants, and describes the funding methods and actuarial 
assumptions used in determining liabilities and costs.

Section 3 contains additional exhibits showing historical information on system experience and 
unfunded liabilities.

The principal results are as follows:

Funding Status as o f June 30 2002 2003

(a) Valuation assets S 7,412,833 S 7.687,281

(b) Accrued lia b ility 1

i) Non-medical benefits

ii) Total benefits (including medical)

6,133,182

9,859,591

6,330,541

10,561,653

(c) Funding Ratio, (a) +(h)

i) Non-medical benefits

ii)  Total benefits (including medical)

120.9%

75.2%

121.4%

72.8%

In  thuuscnuls.

Jercer Human Resource Consulting Stale of Alaska Public Employees' Retirement System
as of June 30, 2003



Report H igh ligh ts  (continued) 

P E R S  Fund ing  Ratio H istory
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Report Highlights (continued)

Employer Contribution Rates fo r Fiscal Year: 2005

(a) Consolidated Rate 13.31%

(b) Average Past Service Rate 11.60%

(c) Average Employer Contribution Rate (a) + (b) 24.91%

(d) PERS Board Adopted Average Employer
Contribution Rate 11.77%

2006

13.24%

12.39%

25.63%

16.77%

Mercer Human Resource Consulting
0 doc

3 Stale ol Alaska Public Employees' Retirement System
as of June 30. 2003



Analysis o f the Valuation (continued)

S u m m a r y

The following table summarizes the sources o f change in the average employer contribution rate:

1. Last year's average employer contribution rate 24.91%

2. Change due to:

a. Elimination o f 102% target funding ratio (0.90%)

b. Contribution shortfall compared to average employer contribution rate 1.10%

c. Investment experience 0.31%

d. Salary increases (0.19%)

e. Demographic experience 0.40%

3. Average employer contribution rate this year 25.63%

Mercer Human Resource Consulling 7 Slate of Alaska Public Employees' Retirement System
as of June 30, 2003



Valuation Results

1.1 (c) Actuarial Value of Assets

The actuarial value of'assets was set equal to the market value at June 30, 2002. Future 
investment gains and losses will be recognized 20% per year over 5 years. In no event may 
valuation assets be less than S0% or more than 120% of market value as o f the current valuation 
date.

(1) Deferral o f Investment Return for FY03

(a) Market Value, June 30,2002 8 7,412,833

(b) Contributions for FY03 211,310

- Weighted for Timing 105,655

(c) Benefit Payments for FY03 464,040

- Weighted for Timing 232,020

(d) Investment Return (net o f expenses) 231,352

(e) Expected Return Rate (net o f expenses) 8.25%

(f) Expected Return-weighted for Timing, [(a. + b. - c.) x e.] 601,134

(g) Investment Gain/(Loss) for the Year (d. - f )  (369,782)

(h) Deferral Percentage 80%

(i) Deferred Investment Returtr, (g. x h.) S (295,826)

(2) Actuarial Value. June 30.2003

(a) Market Value, June 30,2003 8 7,391,455

(b) 2003 Deferred Investment Return (295,826)

(c) Preliminary Actuarial Value. June 30.2003 (a. - h.) $ 7,687,281

(d) Upper Limit: 120% o f  Market Value. June 30.2003 8,869,746

(e) Lower Limit: 80% o f Market Value, June 30. 2003 5,913,164

(0  Actuarial Value. June 30,2003, (c. limited by d. unde.) S 7,687,281

•’ The table below shows the development of,earn (loss) to be rceopnizcJ in the current year.
Galn/(Loss) Rocognlzod Gnin/(Loss) Gainl(Loss) Deforrod to

Plan Yoar Endod Assot Galn/(Loss) In Prior Years Rocognlzod This Yoar_______Futuro Yoars
6/30/2003 S (369,782) SO S (73.956) S (295.826)

Total $ (369,782) S 0 $(73,956) $ (295,826)

Mercer Human Resource Consulling 11 Stale ol Alaska Public Employees' Retirement System
as of June 30.2003



1.5(a) Actuarial Projections -  Projections at Calculated Rate (continued) 

Observations

■ Calculated rates increase under all population scenarios

■ Calculated rates begin to decline towards end o f the projection period under the 1% and 2%
scenarios.

■ Over the past 9 years, the average annual population increase for the PERS has been 1.1%

* Calculated rates increase to above 30% under the 1% population increase scenario

■ Factors contributing to the projected rate increases are:

-  Contributions are less than the actuarially calculated rate for the first 5 years of the 
projection

-  New entrants enter the System at lower pay levels than the exiting members they are 
replacing, diluting the pay-off o f unfunded liabilities. Because new entrants also add 
additional liability, each new entrant generates a loss.

■ Funding ratios are at least 96%  by the end of the 25-year period, under all 3 population 
scenarios

Valuation Results

Mercer Human Resource Consulting
g V»to* 4t«M«4i4rirtp**fc|>*M>*r»]O0) *»•>•

28 Stale ol Alaska Public Employees' Retirement System
as ol June 30, 2003



Valuation Results

1.5(a) Actuarial Projections -  Projections at Calculated Rate (continued) 

Projected Contribution flates
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1.5(a) Actuarial Projections -  Projections at Calculated Rate (continued) 

Projected Funding Ratios

Valuation Results

10 0%

) f n  ^  h  i ^  ™  t i ^  i ^
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■  Population Increase 0%  Q P opulation Increase  1% □  P opu la tion  Increase 2%
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1.5(a) Actuaria l Projections -  Projections at Calculated Rate (continued)

Valuation Results

'I alrlr I

S(»lf«rAI«ka PKIIS 
I Inanclal r rn jrc lln n r  (In llm tnainh)

In\rttinc-nl Ki-Iiii ii 8.25V.

- Valuation Amount' nr. .Inly I 1

Annual I’n|iiiln(l<in Inc rra tc  11,1111%

• Mon An
A ' nf A rc in rtl l-irnclirrc Su rp lu i 1 trial Kinplnyer kn ip lny rr try re 'I Dial I l tn rd l N rl I n m lm rn t A « r t A ctuaria l

Jun e  .111 UaW lliy Kalin (DdltH) S a la rlrr (Hr H air C nn triln C nn lrlln Payn irn l] C nn lrlln F am ing ' (fain A iw li

2003 10.501,053 72 8% (2,874,372) 1,400,783 6.77% 98,895 198,374 526,345 (327,070) 1.228,670 52,524 8,640,504
2004 11,220.150 71.4% (3,212,055) 1.5)1,183 11.77% 180,220 284,404 560,(104 (284.510) 672,367 52,524 8,418,481
2005 11,808,173 71 0% (3,440,601) 1,572,844 16.77% 203,766 370,877 617,251 (246,374) 705,938 52.524 8.960,560
2000 12,501.077 71 2% (3,011,407) 1.619,105 21.77% 352.479 462.740 669,522 (206,782) 745.485 52.524 0,551,707
2007 13,208,802 71 8% (3.747,005) 1,666.423 2677% 446,101 550,585 726,337 (166,752) 791,579 126,481 10,303,105
2008 14,015,423 73 5% (3.712.117) 1,715,556 28.00% 480,377 507,206 788,427 (101,221) 842,1 18 0 10,054,003
2000 14,7.10,883 74 3% (3,782,880) 1,766,209 28,44% 502,343 622,622 854,570 (231,018) 804,137 0 11,616,192
2010 15,450.737 75.1% (3,843,545) 1,818,672 28.30% 515,766 639,618 922,920 (283,102) 946,650 0 12.279.540
2011 16,180.553 75.071 (3,001,013) 1,872.364 2866% 5.16.712 664,220 902,404 (32X.274) 999,521 I) 12,950,787
2012 10.807.004 70.071 (3,047.207) 1,028,320 28.07% 558,730 600.040 1.063.407 (373,448) 1,053,035 () 13,630,374
2013 17,012,028 77.4% (1.081,054) 1,085,030 20.30% 581,913 717,155 1,135,658 (418,503) 1,107,243 0 14,319.114
2014 18.321,383 78 2% (4,(812,270) 2.045,810 2960% 605.648 741,067 1,210,8,SI (465.914) 1,162,108 (I 15,015,307
2015 10,023.318 78 0% (4,(818.011) 2.100,360 20,'19% 632,654 776.302 1,284,686 (508,383) 1,217,792 0 15.724,716
2010 10.715,046 70,871 ( '00 |,2 )0 | 2.173,021 3034% 659,583 807,627 1,353,496 (545,870) 1,274,772 0 16,453,610
2017 20,405,034 80 0% (..052,3101 2,241,311 3067% 687,404 840.0.17 1,421,065 (5X1,028) 1.333.419 II 17,205,110
2018 21,008,287 81 5% (3,803,177) 2,112.521 .31.06% 718,220 875.702 l.4o|,55l (615,840) 1.394.018 II 17,083,270
2010 21.791.202 82 5% (3,807.023) 2.387.182 31.44% 750,403 013,000 1,561,508 (648,448) 1.456,872 0 18,701,70)
2020 22,486,408 83 0% (3,694.705) 2,465,541 31.83% 784,605 052,508 1,632,580 (679,990) 1,522,266 0 10,633,078
2021 23.184,700 84 7% (3.550,821) 2,547,053 32 21% 820.640 094.150 1,703,881 (700.725) 1,590,527 0 20,514,780
2022 23,888,051 85.0% (.1.374,172) 2,635,107 32 00*1 850,173 1,1138,024 1,776,142 (7)7,518) 1,662,047 II 21.439.300
2023 24,508,028 87 2".. (1,150,610) 2,727,704 3.3 1)5% 001,400 1,087,221 1,847,080 (759,850) 1,737,399 0 22,416,849
2024 25.317,820 88 57. (2,000,080) 2.825.601 33.50% 040,481 1,138,010 1,015,020 (776,100) 1,817,376 0 23.458.115
2025 26,011,WO 00 2% (2.552.034) 2,027,133 33.94*1 903,519 1,102,856 1,0X4,.302 (701,446) 1,902,647 (I 24,569,316
2020 26,735,720 01 0% (2.100,410) 3,012,7(7 .14 41% 1,01.1.864 1,250,358 2,048,032 (707,673) (.994,065 0 25,765,708
2027 27,447,186 03 o% (1,681,678) 3,141,071 34,58% 1,086,100 1,300,016 2,110,811 (810.707) 2,092,226 0 27.047,136
2028 28,170,768 or. o% (1,12.1,611) 3,251,8)7 34 77*1 1,131.311 1.352,807 2,170,825 (817,028) 2.197.640 0 28,426,858

utlng  I'nllnitlnu 12 .Miintlrx- H rc t ic n l/ t t l ['.inline

Mercer Human Resource Consulting
•j W*» A't*! {•'•TOO) fW
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1.5(a) Actuaria l Pro jections -  Pro jections at Calcu lated Rate (continued)

Valuation Results

Table 2

S lu lr o f Ala«k:i PF.IIS 
Finnnclul iTofccllon t (In IfiouinmU)

In irM m rn t M rlurn 8,25% Annual Population I n r r r a t r 1.00%

. 11« •« 11.1 A i t n t i i  it  I t  i t t i  t u l f  1 Krengnl/ril Kmllngi l l ) ;  I  u i i i i d i i i );
A i ill A ctuaria l A cc ru a l Fumllng S u rp lm Total Employer Employer Employee Tutu] llrnefit Nr( In s tilm en t A uc t A ctuarial

J u n r  JU A u d i l.l t il l Illy iin tio (Deficit) Salaries Ctli Kale C nn lrlln C nn triln C nn triln Payment! C nn triln Earn ln jii (tain A u r l i

2003 7.687,281 10,561,653 72.8"; (2,874,372) 1,460,783 6,77% 98.895 99,479 198,374 526,345 (327,970) 1,228,670 52,521 8,64(1,504
2(104 8,(8)8,101 11,220,324 71.4% (3,212,224) 1,531,183 11.77% 180,220 104,274 2X4,491 569,007 (284.513) 672.367 52,524 8,448,479
2005 H.^48,470 11,800,806 71.0% (3.451.417) 1,585,006 16.77% 265,806 107,939 373,745 617,165 (243,620) 706,051 52,524 8,963,414
2000 8,063,434 12.506.005 71.2% (3,633,471) 1,644,687 21.77% 358.048 112.1813 470,052 669,830 (199,778) 746,010 52,524 9,562,191
2007 9,562,101 13.309,014 71.8"; (3,746,854) 1,706,759 26.77"; 456,899 116.230 573,130 726,921 (153,791) 792,972 126,481 10,327,852
2008 10,327.852 14,033,243 73.6% (3,705,302) 1,772,065 27.745; 491.611 120,678 612,318 789,363 (177,045) 844,745 0 10.995,551
2009 10,005,551 14,765,321 74.5% (3,760,77(1) | ,840,407 2799% 515,183 125,332 6411.515 855,776 (215,261) 1 '8,253 I) 11.678,544
2010 11.678,544 15,502,404 75.3% (3,823,050) 1,912,174 27.735'. 530,251 130,219 660,470 924,447 (263,976) 952,591 O 12,167,159
2011 12,367,159 16,242,023 76.1% (3,874,864) 1,986,893 27.84"; 553,153 135,307 688,460 994,403 (305,943) 1,007,670 (I 13.06*.886
2012 13.068,886 16.083.362 77.0% (3,914,476) 2,065,722 27 965; 577,496 140,676 718,172 1,065,814 (347.642) 1,063,843 I) 13,785.087
2013 13,785,087 17,727,409 77.8% (3.942,3221 2,148.151 28.085; 003.194 146.289 749,483 1,138.456 (388,972) 1,121.225 0 14,517,340
2014 14,517,340 18.473.003 786% (3.956.563) 2,234.922 28.20% 630,281 152,198 782,480 1,214.285 (431,805) 1,179,869 (1 15,265,403
2015 15,265,403 19,221,061 79.4% (3,955.658' 2,327,596 28.305; 660,814 158.509 819,323 1.288,878 (469,554) 1,240,027 II 16,035,875
2016 16,035,875 19,067.978 80.3% (3.932,102) 2,423.538 28.535'. 691,483 165,043 856,526 1.358.696 (502.170) 1,102,245 0 16,815,951
2017 16,835,051 20,722,487 8|.2'% (3,886.537) 2,524,705 28 67"/. 723,779 171.932 89J.7I2 1,428,414 (532,722) 1,166,991 0 17,670.220
20 IK 17,670,220 21,490,710 82.25; (3,820,490) 2,632,258 28.845; 759,367 179,257 938,524 1,499,578 (561,054) 1,434,650 II 18.543.816
2010 18,543,816 22,272,117 83.3". (3,728,301) 2,745,082 20015. 796,577 187,001 983,578 1,571.428 (587,851)) 1.505.616 0 19,461,582
2020 10,461,582 23,069.801 84 44; (3,608,210) 2.866.206 29.175; 836.231 195,195 1,031,426 1,644.832 (613,405) 1,580,278 II 20.428,454
2021 20.428,454 23,886,053 85 5"; (3,457,500) 2.003,733 29.345; 878,335 203,87.3 1.082,208 1,718,975 (636,767) 1,659.0X1 11 21,450,768
2022 21,450,768 24.725,092 86.8% (3.274.324) 3,120,150 29.505; 923,255 213.095 1.136,350 1,794,769 (658,419) 1,742,529 0 22,534,878
2023 22.534,878 25,588.380 88.14; (3,053,51 1) 3,273,512 29.705; 972,337 222,928 1,195,265 1,869,87ft (674,613) 1,831.30' 0 23.691.565
2024 23.601,565 26,480,705 89.5% (2,780,230) 3.426.878 29.90% 1,024,757 233,370 1.258,127 1,912.712 (684.585) 1.926.31 0 24,933,295
2025 24,033,205 27.364.626 01.1% (2,431.331) 3,587,398 30.115; 1,080.246 244.302 1.324,548 2,018,010 (693,462) 2,028,392 0 26.268.225
2026 26,268,225 28,304,080 02 8"; (2.035.855) 3,755,436 30 34"; 1,139,379 255.745 1,395,124 2.087,849 (692,724) 2,118.554 II 27,714,1154
2027 27,714.054 20,252,224 04.7"; (1,538,170) 3,931,345 30 27% 1.189.973 267,725 1,457,697 2.157.198 (699,701) 2,257,547 II 24,271.900
2028 29,271,900 30,216,361 96 8"; (061,461) 1,115,495 30.22% 1,243,6X1 280,265 1,523,949 2,224,881 (700.931) 2,386.01 K 0 10.956,9.87

Morcor Human Resource Consulting 32 Stale ol Alaska Public Employees' Roliromonl Syslom
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1.5(a) Actuaria l Projections -  Projections at Calculated Rate (continued)

Valuation Results

Table J

Sta te  of Alaska PERS 
Financial Projection* (in llinmanri*)

In te tfm cn l R eturn H.25% Annual Population Incrca*r 2.00*

* Valuation Amount* on Ju ly  I - ► Flow Amount* D uring Following 12 Month* • Rrcogni/eil
A r nf A ctuaria l Accrued liin illn e Surplus Tnlal Em ployer Employer Employee '1 olal Ilrn r lit Net Inv rtln irn l A ne l

■lone Jll A n r l i l.laltlllly K il ls (DrDcll) Salaries C'Cli Kale C nn lrlln C nn triln C nn lrlln I’aym enli C nn lrlln E a rn in g Gain

2001 7,0X7,2X| 10.501,053 72 8% (2.X74.372) 1.460,7X3 6.77% OX,805 00,470 108,374 526,315 (327,070) 1,228,670 52.524
2004 X.UOS.IOI 11,2211,403 71.451 (3,212,302) 1.531,1X3 11.77% 180,220 104,274 284,404 569.000 (284.515) 672,366 52,524
2005 8.44X.470 11.001,623 71,034 (3,453,147) 1,507,108 1677% 207,845 108,707 370,012 617,470 (240,800) 706,165 52,524
2000 R.V60.200 I2.00I.X73 71.251 (3,035,574) 1,670,523 21.77% 363,073 113.703 477,435 670,140 (192,705) 746,539 52,521
2007 0,572.057 13.310,342 71.051 (3.740,0X4) 1.747.895 26.77% 407.011 110,012 580.043 727,514 (140,571) 794,3811 126,481
2008 10,352,047 14,051,420 7.1.751 ().OOK,4X2) 1.810,263 27 40% 503,107 124.641 627,808 700,321 (102,513) 847.414 0
2000 II,037,XIX 14,704,520 74.05. (3,750,072) 1,017,570 27.56% 528,507 130,587 650,154 857,024 (107,870) 002,460 0
2010 11,742,410 15,546,054 75.5% (3,804.215) 2.010.366 27.12% 545.208 136,906 082,113 026,044 (211,930) 058,680 0
2011 I2.457.I0X 16,305,878 70 4% (3.84X.080) 2,108,342 2706*1 570,420 143,578 714,(818 906,410 (282.41 1) 1,016.060 II
2012 13,100,856 17,072,554 77 3% (3.881,007) 2,212,837 2600% 507,313 150,694 748,007 1,008,283 (320,270) 1,075,014 I)
201) 13.045.014 17,848,644 7X1% (3,003,020) 2.323,536 2604*1 020,0)1 158,233 7X4.200 1,141,401 (157,107) 1,135,770 0
2014 14,724,107 18,0)5,004 70 051 (3,010,808) 3.441.380 26 00% 050.078 166,258 822,936 1,217,000 (305,033) 1.198.451 0
2015 15,527,0:4 10.411.101 70.051 (3,901,577) 2.S6X.I58 26.02% 001,247 174,802 X66.I3S 1,293,438 (427.3(81) 1.263,402 0
20 If. 10,363,717 20,237,334 80.0*1 (3,873,017) 2,701,386 26.80% 720,520 183,064 910.484 1.304,374 (453.8001 1,331,284 II
2017 17,241,111 21,18.2,758 XI 0*1 (3,821,047) 2,843,237 20.87% 763,866 103,624 957,490 1,435,518 (4.8,027) 1,402,673 (1
2(118 IX. 105,750 2I.OI5.OIO 82 0*1 (3.740,254) 2.005.106 20.87% 804,690 203,071 1,008,661 1,508,392 (409,731) I,47X,(I6| II
2010 10,144,0X0 22.705,1X0 84 0*1 (3,651,102) 3,157,228 20.80% 848,140 215,007 1.003,148 1,5X2,151 (519,201) 1,557,070 II
2020 20.IX2.X5) 23.70X.I54 85 1". (3.525,101) 3.3)0,140 2080*1 804,501 226.783 1,121,347 1,058,345 (530,908) 1,642,034 II
2021 21,2X8,7X0 24,058,054 86.1% (3,100,204) 3,514,782 26.80*1 944,130 210,357 1.183,487 1.735.074 (552,187) 1,731,547 (I
2022 22,470,150 25,051,204 87.051 (3,181.114) 3,712.311 20 80% 007,251 252,808 1,250,059 1.815,413 (565,354) 1,830,467 0
2021 23,7)5,201 20,601,258 XX 05. (2.055.005) 1.024.1)2 26.00% 1.055.518 207.21) 1.322.771 1,805,200 (572.415) 1.034,546 1)
2024 25.007.17) 77.7X5.2X7 90 r . (2,0X7.014) 4,150,604 20 04% 1,118,141 282,650 1 400,708 1,973,508 (572.771) 2,046,9117 I)
2025 70,571,500 2X.X03.2I2 02 051 (2.321.7031 4,300,146 2007% 1.1X4.1 III 208,900 1,4X3,078 2,055,651 (572,572) 2,168,531 II
2020 2X,| 07,408 30,11X7.020 0 ) 0% (1,010.561) 4,641,511 27114*. 1,255,405 310,223 1,571,0X9 2,132,256 (500.567) 2,300,003 I)
2027 20,007,501 31,118,227 05.5% (1,410,6)4) 4,011,302 20X2% 1.317,380 3 >4.47) 1,051.854 2,200.241 (557,3X7) 2.444.184 0
202K 31,704,500 32,017,562 07 5*. (822.072) 5,104,958 2 0 o l* i 1,1X3,800 353,777 1,737,577 2,2X4,02X (547,151) 2,0(81,475 1)

Morcor Human Rosource Consulting
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1.5(b) Actuarial Projections -  Projections at Current Rate 

Key Assumptions

• All assumptions and methods are the same as Section 1.5(a). except

-  Adopted contribution rale is maintained at the FY05 level for all future years

Observations

■ System funding deteriorates under all three population scenarios

• Actuarially calculated rates escalate under all population scenarios

■ Assuming 1% population growth, actuarially calculated rates increase to more than 75%. 
while the funding ratio decreases to 20% by the end o f the projection period.

Valuation Results

Meiccr Human Resource Consulting
g • » * » * 9  *»—
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Valuation Results

1.5(b) Actuaria l Pro jections -  Projections at Current Rate (continued)

Contr ibu t ion  Rate

40%

35%

30%

„  25% •*-* ra 
DC 
c

I  20%
-2
•c
co

Fiscal Year Ending

■  Population Increaso 2% □  Population Increase 1% □  Population Increase 0%
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Valuation Results

1.5(b) Actuarial Projections -  Projections at Current Rate (continued) 

Funding Ratio

80%

70%

60%

50%
2
*3ro
on
J> 40% 
-5
3U.

30%

20%

10 %

0%
2003 2008

H Population Increase 0%

2013 2018

As of Juno 30

□  Population Increase 1%

Mercei Human Resource Consulting 36

2023 2028

□  Population Increase 2%

Stale of Alaska Public Employees' Retirement System
as of June 30, 2003



1.5(b) Actuaria l Projections -  Projections at Current Rate (continued)

Valuation Results

Table 4

S ta le  o f A laska PERS 
11 ii a iic ial Projections (In lliuutn mix)

As of 
Ju n e  .111

Iniseslmcnt Ite llirn  8.25%

■ Valuation Amounts on Ju ly 
Accrued Funding 
1,lability Ratio

| . . . . . . . Amounts P u rin e  Following 12 .Months • 
Employee Total Renefll 
C'nnlrlhs C unlrllis Paymcnfs

Annual Population Increase 1.00%

Recognized
Asscl
G ain

Ending
A ctuaria l

Assets
A ctuaria l

Assets
Surplus*
(Deficit)

Total
Salaries

Em ployer 
CCI» Rale

Employer
Cunlrllis

Net
C on trlbs

Investment
E arn ings

21)03 7,687,281 10,561,653 72.8% (2,874,372) 1,460,783 6.77% 98,895 99,479 198,371 526,345 (327,970) 1,228,670 52,524 8.640,501
2004 8,008,101 11,220,324 71.4% (3,212,224) 1,531.183 11.77% 180,220 104,274 284,494 569,007 (284,513) 672,367 52,524 8,448,4/9
2005 8,448,470 11,899,896 71.0% (3,451,417) 1,585,006 11.77% 186,555 107,939 294,494 617,365 (322,870) 702,782 52,524 8,880,915
2006 8.880.015 12.596,905 70.5% (3,715,990) 1,644,687 11.77% 193,580 112,003 305,583 669,830 (364,247) 732,418 52,524 9,301,610
2007 9.301,610 13,309,014 69.9% (4,007.434) 1.706.759 11.77% 200,886 116,230 317,116 726,921 (409,805) 760,913 126,481 9,779,199
2008 9,779,19‘J 14,033,243 69.7% (4,254,044) 1,772,065 11.77"! 208,572 120,678 329,250 789,363 (460,113) 787,801 0 10,106,890
2000 10,106,890 14,765,321 68.5% (4.658,431) 1,840,407 11.77% 216,616 125,332 311,948 855,776 (513,828) 812,623 0 10,405,6X5
2010 10,405,685 15,502,494 67.1% (5,096,809) 1,912,174 11.77% 225,063 130.219 355,282 924,447 (569,165) 834,991 0 10,671,511
2011 10,671,511 16,242,023 65.7% (5,570,511) 1,986,893 11.77% 233,857 135,307 369,165 994,403 (625,23 1) 851,609 0 10.9(H),881
2012 10,900,881 16,983,362 64.2% (6,082,481) 2,065,722 11.77% 243,135 140,676 383,811 1.065,814 (682,002) 871,190 O 11,090,069
2013 11,090,069 17,727,409 62.6% (6,637,340) 2,148,151 11.77% 252,837 146,289 399,126 1,138,456 (739.329) 884,433 II 11,235,173
2014 11.2)5,173 18,473,903 60 8% (7,238,7’tl) 2,234,922 11.77% 263,050 152,198 415,249 1,214,285 , 99,037) 893,942 0 11,330,078
2015 11,330,078 19,221.061 58.9% (7.890,9.82) 2,327,596 11.77% 273,958 158,509 432,467 1,288,878 (856,410) 899,405 0 11,373,073
2016 11,373,073 19,967,978 57.0% (8,594,905) 2,423,538 11.77% 285,250 165,043 450,293 1,358,696 (908,403) 900,807 0 11.365,477
2017 11,365,477 20,722,487 54.8% (9,357,011) 2.524.705 11.77% 297.158 171,932 469,090 1.428,454 (959.343) 898,079 0 11,304,217
2018 11.304,212 21,490.710 526% (10,186,4981 2,632.258 11.77% 309,817 179,257 489,073 1,499.578 (1,010,504) 890,914 0 11,1X4,6:.
2010 11,184.622 22,272,1 17 50.2% (11,087,495) 2,745,982 11.77% 323,202 187,(Mil 510,204 1,571,428 (1.061,224) 878.956 O 11,002,353
2020 ll.W2.353 23,069,801 17.731 (12,067,447) 2,866,296 11.77% 337,363 195.195 532,558 1,644,832 (1,1 12.274) 861,813 0 10,751,893
2021 10,751,893 23,886,053 45.031 (13,134,160) 2,993,733 11.777 352.362 203,87) 556,236 1,718,975 (1,162,74(1) 839,068 0 10,428,221
2022 10,428.221 24,725,092 42.231 (14.296,870) 3,129,150 11.77% 368,301 213,095 581,396 1,794,769 (1,213,373) 810.277 0 10,025,125
2023 10,025,125 25.588,389 39.231 (15,563,264) 3,273,542 II 77% 385,296 222,928 608,224 1,8.19,878 (1,261,654) 775,030 0 9,538,501
2024 9,538,501 26,180,795 36 0% (16,942,294) 3,426,878 11.77% 403.344 233,370 636,714 1,912.712 (1,305.998) 733,054 O 8,965,556
2025 8,965,556 27.364.626 32 831 (18,399,069) 3.587,398 11.77% 422,2.17 244,302 666,539 2,018,010 (1,351,471) 683,910 0 8,297,995
2026 8,297,995 28,304,080 29.3% (20,006,085) 3,755,436 11.77"! 412,015 255.745 697,760 2,087.849 (1,390,089) 627,241 0 7,535,149
2027 7.535,149 29,252,224 25 8% (21.717,075) 3.931.345 11.77% 462,719 267,725 730,441 2,157,398 (1,426,954) 562,788 0 6,670,9X3
2028 6,670.983 10.236,363 22.131 (23,565,380) 4,115,495 11.77*1 481,394 280,265 764,659 2,224,881 (1,460.222) 490.122 (1 5,700.884
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March 19. 2004

State of Alaska 
Teachers' Retirement Board 
Department o f Administration 
Division of Retirement & Benefits 
P.O. Box 110203 
Juneau, AK 99811-0203

Dear Members o f the Board:

Actuarial Certification

The annual actuarial val: tion required for the State o f Alaska Teachers' Retirement System has 
been prepared as o f June JO 2003 by Mercer I luman Resource Consulting. The purposes of the 
report include:

( 1) a review o f experience under the Plan for the year ended June 30.2003;

(2) a determination of the appropriate contribution rate for all employers in the System
which will be applied for the fiscal year ending June 30, 2006; and

(3) the provision of reporting and disclosure information for financial statements, 
governmental agencies, and other interested parties.

The following schedules that we have prepared are included in this report:

( 1) Summary of actuarial assumptions and methods (Section 2.3)

(2) Schedule o f active member valuation data (Section 2.2(c))

(3) Schedule of benefit recipients added to and removed from rolls (Section 2.2(i))

(4) Solvency test (Section 3.3)

(5) Analysis o f financial experience (Section 3.1)

In preparing this valuation, we have employed generally accepted actuarial methods and 
assumptions, in conjunction with employee data provided to us by the Division of Retirement 
and Benefits and financial information provided by the audited report from KPMG LLP. to 
determine a sound value for the System liability. I his data has not been audited, but it has been 
reviewed and found to be consistent, both internally and with prior years' data. T he actuarial 
assumption* are based on the results o f an experience study presented to the Board in October 
2000 and adopted in December 2000. Actuarial methods, medical cost trend, and assumed 
blended medical premiums were reviewed and revised in January 2003.



Teacher's Retirement Board
March 19,2004
Page 2

The contribution requirements are determined as a percentage o f payroll, and reflect the cost of 
benefits accruing in FY04 and a lixcd 25-vear amortization as a level percentage of pay of the 
initial unfunded accrued liability and subsequent gains/losses. The amortization period is set by 
the Board. Contribution levels arc recommended by the Actuary and adopted by the Board each 
year. The ratio o f assets to liabilities decreased from 68.2% to 64.3% during the year primarily 
due to lower than expected equity market returns. Over the years, progress has been made 
toward achieving the funding objectives o f the System.

A summary o f the actuarial assumptions and methods is presented in Section 2.3 o f this report. 
The assumptions, when applied in combination, fairly represent past and anticipated future 
experience o f the System.

Future contribution requirements may differ from those determined in the valuation because of:

(1) differences between actual experience and anticipated experience based on the 
assumptions;

(2) changes in actuarial assumptions or methods:

(3) changes in statutory provisions: or

(4) differences between the contribution rates determined by the valuation and those 
adopted by the Board

The undersigned are members of the American Academy o f Actuaries and the Society of 
Actuaries ana arc fully qualified to provide actuarial services to the Slate of Alaska.

We believe that the assumptions and methods used for funding purposes and for the disclosures 
presented in this report satisfy the parameter requirements set forth in the Government 
Accounting Standards Board (GASB) Statement Nos. 25 and 27.

We believe that this report conforms with the requirements of the Alaska statutes, and where 
applicable, other federal and accounting laws, regulations and rules, as well as generally 
accepted actuarial principles and practices.

Sincerelv,

Robert M. Reynolds. ASA. MAAA Marcia I,. Chapman. FSA, I;A, MAAA

MAGHRH/CMB/RMR/jld kinp



R epo rt H igh ligh ts

This report lias been prepared by Mercer Human Resource Consulting for the State of Alaska 
Teachers’ Retirement System to:

(1) Present the results o f a valuation of the Alaska Teachers’ Retirement System as of 
June 30, 2003;

(2) Review experience under the plan for the year ended June 30, 2003;

(3) Determine the appropriate contribution rate for each employer in the System; and

(4) Provide reporting and disclosure information for financial statements, governmental 
agencies, and other interested parties.

The report is divided into three sections. Section 1 contains the results o f the valuation. It 
includes the experience o f the plan during the 2003 Fiscal Year, the current annual costs, and 
reporting and disclosure information.

Section 2 describes the basis o f the valuation. It summarizes the plan provisions, provides 
information relating to the plan participants, and describes the funding methods and actuarial 
assumptions used in determining liabilities and costs.

Section 3 contains additional exhibits showing historical information on system experience and 
unfunded liabilities.

The principal results are as follows:

Funding Status as of June 30 2002 2003

(a) Valuation assets1

(b) Accrued liability1

i) Non-medical benefits

ii) Total benefits (including medical)

(c) Funding Ratio, (a) + (b)
i) Non-medical benefits
ii) Total benefits (ineludiim medical)

S 3.689,036 S 3,752,285

3,959,958 4,190,970
5,411,642 5.835,609

93.2%
68.2%

89.5%
64.3%

1 In  ihonsantls .

Moiccr Human Resource Consulting 1 Stale ol Alaska Teachers’ Retirement System
os of Juno 30,2003



Report H igh ligh ts  (continued) 

T R S  Fund ing  Ratio  H isto ry
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Report H ighlights (continued)

Employer Contribution Rates for Fiscal Year: 2005

(a) Normal Cost Rate 14.76%

(b) Past Service Rate 20.81%

(c) Total Employer Contribution Rate (a) + (b) 35.57%
(d) TRS Board Adopted Employer Contribution Rate 16.00%

2006

14.28%

24.57%

38.85%
21 .00%

Mercer Human Resource Consulting
O W**t'W*'rr»»4f»J0OJ liOC

3 State o( Alaska Teachers' Retirement System
as ot June 30. 2003



Valuation Results

The actuarial value of assets was set equal to the market value at June 30. 2002. Future 
investment gains and losses will be recognized 20% per year over 5 years. In no event may 
valuation assets be less than 80% or more than 120% o f market value as of the current valuation 
date.

1.1(c) Actuaria l Value of A sse ts

(I) Deferral o f Investment Return for FY03

(a) Market Value. June 30, 2002 S 3,689,036

(b) Contributions for FY03 118,645

- Weighted for timing 59,323

(c) Benefit Payments for FY03 314,256

- Weighted for timing 157,128

(d) Investment Return (net o f expenses) 109,194

(e) Expected Return Rate (net o f  expenses) 8.25%

(0 Expected Return-weighted for Timing, [(a. + h. - c.) x e.J 296,277

(g> Investment Gain (Loss) for the Year (d. - f ) (187,083)

(h) Deferral Percentage 80%

(i) Deferred Investment Return", (g. x h.) $ (149,666)

Actuarial Value. June 30, 2003

(a) Market Value, June 30, 2003 $ 3,602,619

(b) 2003 Deferred Investment Return (149,666)

(c) Preliminary Actuarial Value, June 30, 2003 (u. - h.) s 3,752,285

(d) Upper Limit: 120% of Market Value, June 30, 2003 4,323,143

(c ) Lower Limit: 80% of Market Value. June 30. 2003 2,882,095

(0 Actuarial Value, June 30. 2003, (c. limited by d. unde.) 5 3,752,285

* 'I'hc tuhle helow shows the development o f  gain doss) to he recognized in the emieni vein

Plan Yoar Endod
Gain/(Loss) Rucognlzcd 

Assot Galn/(Loss) In Prior Yoars
Galn/(Loss) 

Rocognlzod This Yoar
Galn/(Loss) Oolcirrud to 

Futuro Years
6/30/2003 S( 187,003) SO S (37.417) S (140,606)

Tolal $ (187.083) SO S (37,417) $(149,666)

Mercer Human Resource Corisulling 11 Slole ol Alaska Teachers' Retirement System 
as ol June 30. 2003



Observations

■ Calculated rates increase under all population scenarios

■ Calculated rates begin to decline towards end o f the projection period under the l%  and 2%
scenarios

■ Calculated rates increase to 42% even under the 2% population increase scenario

" Factors contribution to the projected rate increases are:

-  Contributions are less than the actuarially calculated rate for the first 2 years o f the 
projection

-  After the first 2 years, there is still a 2-year lag before calculated rates actually enter the 
System

- New entrants enter the System at lower pay levels than the exiting members they are
replacing, diluting the pay-off o f  unfunded liabilities. Because new entrants also add
additional liability, each new entrant generates a loss.

• Funding ratios are at least % %  by the end o f  the 25-year period, under all 3 population 
scenarios

Valuation Results

1.5(a) Actuaria l Projections -  Projections at Calculated Rate (continued)

Mercer Human Resource Consulting
I  Iffrf MWifAdtirtl*
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Valuation Results

1.5(a) Actuarial Projections -  Projections at Calculated Rate (continued) 

Projected Contribution Rates
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1.5(a) Actuarial Projections -  Projections at Calculated Rate (continued) 

Projected Funding Ratios

Valuation Results
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1.5(a) Actuaria l Projections -  Pro jections at Calculated Rate (continued)

Valuation Results

Taldc I

M ale  u f  A lask a  I US 
M nan rlu l I 'ru jec tiun s (In thousand s)

Investment Return 8 .2 5%  Annual l'n ]iuU llnn Increase 0 .0 0%

As n f 
J u n e .10

A c tu a r ia l A cc ru ed  T um ling  
A ssets I.lab ility  Rutin

r
c

----- Muss Am
K m |iloyer
C o n tr il is

)m!uj! l u llim ln i; 12 M o n th s - 
nyee T o ta l l le n r  fit 

Its f o n t  tilis I’ayn ie iils
Net

C un lr llis
In se s tin rn l
l ia rn in c s

l<rci>K n l/ rd  
Asset 
(•'ain

2003 3.752.2K5 5,835.609 63,916 110,201 350,944 (240,742) 591,982 2.3,523
2001 3,822,351 6.089,875 2.2 8X.98I 137,309 378,310 (241,001) 316.252 23,523
2005 3.921.125 6.334,769 221.058 270.502 400,708 (1)0,21151 327,03) 2.3,52.3
2000 •t. I t  1.473 6,579,652 225,521 275,695 424,090 (148,394) 342.518 23,523
2007 4,359.119 6,823,023 240,479 291,751 448,025 (156.27.3) 358,209 60,939
200S 4,621,994 7.064,811 250,391 .307.825 47.3,335 (170,511) 371.281 0
2009 4,825,764 7,303,444 259,860 313,544 499.783 (186,240) 390.443 (I
2010 5,029.968 7,537,607 267.044 322.079 528,128 (206,049) 406,473 0
2011 5,230,391 7,763,535 278,418 334,882 555,624 (220,742) 422,402 (I
2012 5,432,051 7,982,896 2.5 788.885 346,799 582,374 (235,575) 438,427 I) 1
2013 5.634,902 8,196,415 .301,63(1 361,090 607.634 (246,545) 451,709 (1
2014 5,843,067 8,405,450 .315,166 376,249 632,158 (255,909) 471.497 0
2015 6,058.655 8,611,181 3)0,162 393,002 656,180 (263.178) 488.983 0
20  tr. 6,281,460 8,814,836 2.5 346,317 411,01(1 678,198 (267.158) 507.418 0
2017 6,524,750 9,016,852 163.267 429.985 699,647 (269,662) 527,168 0
20 IK 6,782,256 9,220,366 .3X1.1.37 419,969 722.412 (272.474) 548,297 tl
2019 7,058,080 9,423,429 .399,167 470,211 744.802 (274,591) 570.965 0
2020 7.354.453 9,626.807 417,514 490.919 764.595 (273,676) 595,453 II
2021 7,676,230 9,835,220 2.1 437,479 513.379 787,591 (269,212) 622.181 0
2022 8.029,202 10,051.673 2.0 460,460 539.1 12 802.007 (262,8951 651.565 0
2023 8,417,872 10,275,866 1.8 4X5,011 566.5X1 823,016 (256,438) 68.1,896 (I
2024 8,845,331 10,506,521 1,61 509.097 59.3,76? 838.688 (244,921) 719,637 It
2025 9.320.049 10.695.314 5 34.102 622,045 857,397 (235,352) 7.59.196 II
20’ n 9,843,892 llf.930,20.3 564.530 6 55.872 877,742 (221..3 70) 807,990 0
2027 10,425,512 11,186,425 5x5,69? 680,569 897.476 1216.907) 851.157 0
202X 11,059,762 11,4 36.459 610,247 708,781 916.746 (207,968) 903.852 0

Mercer Human Resource Consulting !C, Stale ot Alaska Teacltors' Retirement System
as of June 30,?003



1.5(a) Actuaria l Pro jections -  Projections at Calcu lated Rate (continued)

Valuation Results

I'nlilc 2

S ta le  o f  A lask a  TICS 
I iiiiinci.il I’ro jc c linn s  (In llinusam ls)

Inv es tm en t Kt-lnrn 8.25% A nnu a l l ’»|>tila(l<in In c rea se  1.11(1%

Ac »f
. . . . . . .  Vn
Actuaria l

Innlinn Amu 
Accrued

m l* on .In 
I'unUIng

y 1 ..................
Surp lus* Em ployer Em ployer Employee

OK 12 ,Months - 
llc n r fi l Net Investment

Keco|>nlrn l
Asset

km lihu
Actuarial

June 30 A n tic t .la lii llly Ita ilu (Defic it) C fh  Ka le C un lrllis  C n n lr lln c Payment* C n n lr lln E a rn in g (la in Asst Is

3 ,752.285 5,835,609 64 .3% (2 ,083 ,324 ) 12.00% 63,916 46,286 350,944 (240 ,742 ) 591,982 23,523 4.127,048
3.822.351 6,089,921 62.8% (2 .267 ,570 ) 16.00% 88.981 4R.328 378,310 (2 4 1 ,0 0 ) ) 316,252 23,523 3.921.125
3.921.125 6 ,335,870 61 .9% (2 ,414 .746 ) 38 .85% 222,768 49,826 400.744 (128 ,149 ) 327 ,115 23,523 4,143,614

2000 <1.143,014 6,583,111 62 .9% (2 ,439 ,497 ) 39 .22% 230,080 50,979 424,193 (143 ,134 ) 312,912 23,523 4,166,914
4.366.014 6,830,369 63.9% (2 ,463 ,454 ) 40 .75% 246,356 52.541 448,231 (149 .334 ) 359,138 60,939 4 ,637,658
4,637,658 7,077.875 65 .5% (2 ,440 ,218 ) 41 .29% 257,59(1 54,212 473,672 (161 ,870 ) 375 ,930 0 4,851,718
4.851,718 7,324,422 66 .2% (2 ,477 .704 ) 41 65% 268,469 56,02(1 500,274 (175 ,785 ) 393,016 0 5,068.948
5,068,948 7,569,118 67 .0% (2 ,500 ,169 ) 41 ,53% 277,087 57 ,980 528 ,795 (193 ,728 ) 410.197 0 5,285,417
5.285.417 7,808,690 67.781 (2 ,523 ,272 ) 41 .98% 290,177 60,068 556,483 (206 ,238 ) 427 ,540 (I 5,506,719
5 .506,719 8,045.390 68 ,4% (2 .538 ,671 ) 42 .24% 302,531 62.233 583.454 (218 ,690 ) 415,283 I) 5.733.312

10l 1 5.733.312 8,280,37(1 69 .2% (2 ,547 ,058 ) 42 .75% 317,570 64,549 609,070 (226,9511 463,637 (I 5,"69 ,998
5,969,998 8,515,355 70 1% (7.545.3.87) 43 28% 333.484 67,003 634,054 (233 ,567 ) 482 ,890 (I 6 , : 19,321
6,219,121 8,752.349 71.1% (2 ,533 .028 ) 43 .79% 350,994 69,654 658,670 (238 .021 ) 503 .276 (1 6,484,576
6,484.576 8,992,207 72 1% (2 .507 .631 ) 44 32% 369,779 72,518) 681,438 (239 ,160 ) 525,1 12 I) 6,770.528
6,770,528 9.236,885 73 .3% (2 ,466 ,357 ) 44 83% 389,665 75,529 703,844 (238 ,651 ) 518,724 0 7.1 80,602

2018 7,080,602 9,489,746 74 6% (2 .109 ,144 ) 45.1(1% 410.540 78,755 727.837 (238 .542 ) 574 ,310 0 7 .-16 ,369
7 ,416.369 9 ,749 ,4J 1 76 I".. (2 ,333 .062 ) 45 ,68 “ i. 431,833 82,159 751,588 (237 ,596 ) 602 .050 (I 7 ,780,823
7 ,780,823 10,017,495 77.7% (2 ,236 ,671 ) 45 ,96% 483,623 85,769 772,993 (233 ,(4 )0 ) 632.282 (1 8.179,505

2021 8.179,505 10,299,492 79.4% (2 ,119 ,987 ) 1 46 .25% 477,229 89,666 792,856 (225 ,961 ) 665 ,488 0 8,1 19,032
li .c c 8 .619,032 10,599,300 81 3% (1 .980 ,268 ) I 46 6 8 " . 504,295 93,889 814.477 (216 ,292 ) 702,148 0 9.1 14,888

9,104,888 10,917,437 83.4% (1 ,812 ,549 ) 1 47 08% 533,061 98,383 838,053 (206 .609 ) 712,631 (I *>.». 10,909
9 ,640 ,909 11,253,590 85.7% (1 ,612 ,681 ) 1 47 .32% 561,783 101,169 856,624 (191 .071 ) 787,41.9 II III.. 30,707
10,236.707 11,558.848 88 6% (1,322.1421 1 47  49% 591,297 108,188 879 ,27S (179 ,791 ) 837.1 12 II III,8 94.028

2026 10,894,028 11,927,076 91 .3% (1 ,033 ,018 ) | 4k (i |% 626.814 113,451 903.422 (163,1281 892,028 0 11 ,(22 .928
11.622.928 12,329,651 94 .3% (706 ,722 ) 1 47 .71% 653,171 118,970 928,486 (156 ,344 ) 952.442 (1 12,419.026

2028 12,419,026 12,750,278 97 ■(" 1 (3 31 ,248 ) 1 47 6 2 " . 683 .590 124.758 95.1.088 (144 ,740 ) 1.018,599 0 13.. (2,885

Moicer Human Resource Consulting 2 / Stale of Alaska Teachers' Retirement System
u OS ot June . 0,2003



1.5(a) Actuaria l Projections -  Projections at Calculated Rate (continued)

Valuation Results

Table 3

S ta le  n f A laska I IIS 
I'in anc ia l P ro jec tion s  (In lliu iisantls)

In vestment Kcturn 8 .2 5%  Annual Population Increase 2 .00%

nn 12 M oofbs - lU-cnjpil/cil 1! inline
As c f Actuarial Acrrucil 1'irniJinc Surp lus* r Kmployer Kmploycc Itenedl Nrt Investment Asset Actuaria l

June .10 Assets 1.lability Kalin (D eficit) a le  Contrlbs C un lrllis is Pa s men Is C on lrlb s Kam illas (la in Assels

3,752,285 5,835.609 64 .3% (2,08.1,324) 63.916 46 ,286 350,944 (240 .742 ) 591,982 23,52 J 4 ,127,048
3.822.351 6,089,968 62 8% (2 ,267 .617 ) 88,981 48,328 378,310 (241 ,(8 )1 ) 316  252 23,523 3,921,125
3,921,125 6,336,661 61.9% (2 ,415 ,536 ) 224,479 50 ,209 400,780 (126 ,092 ) 327,2(81 23,523 4,145,755
4,1-15,755 h,585,496 r,3 O' „ (2 ,439 ,740 ) 234 ,466 51,791 424,297 (138 ,040 ) 3 33,299 23,521 4,374 ,537
4,374,537 6,835,398 64 ".15# (2 .460 ,861 ) 251,665 53.836 448,441 (142 ,911 ) 300,031 60,939 4 ,652,566
4 ,052 ,Sfifi 7,086,824 65 .7% (2 ,434 ,258 ) 263,783 56.041 474,017 (154 ,190 ) 377 ,476 0 4,875,853
4,875.853 7,338,846 60 .4% (2 ,462 ,993 ) 275,405 58.449 500,780 (166 ,926 ) 395,172 0 5,101,299

2010 5,104,299 7,590,899 67 .2% (2 .486 ,600) 281.960 (.1 ,072 529,4X7 (183 ,455 ) 413,5.17 (I 5,334,3X2
'Mil I 5 ,334,382 7.840,095 68 .0% (2 .505 .714 ) 299,194 63 .890 557.384 (194 ,300 ) 432,072 0 5,572,154

5,573,154 8,089.136 (.8 9 t ; (2 ,516 ,982 ) 312.797 66 ,857 5X4.553 (20-4,899) 451,251 0 5,818,505
5,818,505 8.339.612 69.8% (2 ,521 ,106) 329,341 70 ,053 610,446 (211 ,052 ) 471.321 II 6 ,078,774

078.774 8,593,663 70.7% (2 ,514 ,890 ) 346.886 73,469 635,774 (215 .419 ) 492,613 (1 6,355,967
fi.355.9fi7 8,853,817 71.8% (2 .497 .849 ) 366,135 77 ,170 660,823 (217 ,518 ) 515,195 II 6.653,844
6.053.844 9.121.477 72.9% (2 .467 .634 ) 386,840 81.162 684.136 (216 ,135 ) 540.027 0 6,477,735
6,977,735 9,399,227 74 2% (2 ,421 ,492 ) 408 ,975 85.4 31 707,236 (217 ,819 ) 566,884 0 7.3,31.818)

2018 7.331.800 9 .691,030 75.7% (2 ,359 ,230 ) 432,237 911,029 732,093 (209,8271 596,218 (1 7,718,192
7.718.192 9.996.710 77 7% (2 .278 .019 ) 456,208 04,915 756,857 (205 ,734 ) 628,204 0 K. 140,722
8.140,722 10,317,161 78 9% (2 ,176 ,439 ) 480,836 1(81,135 779,450 (198 ,478 ) (.6,4,422 u 8,605,667

H P  | 8,605,667 10,660,343 80 .7 ". (2 ,054 ,676 ) 507,565 105.782 800,713 (187.3671 702,739 II 9,120,538
20JS 9,120,538 11,030,644 82 7% (1 ,910 .106 ) 538,076 IJ 1,904 824,014 (174 ,034 ) 745 ,266 I) 9 ,691 .770

9,691.770 1 1.479,585 84.8% (1 ,737 ,815) 570,736 118,459 849,564 (160 ,369 ) 792 ,956 0 10,324,157
10,324,357 11,858.005 87.1% (1 ,533 ,648) 603,631 125.480 870,393 (141 ,283 ) 845.932 (1 11.079 005

S r t l i 11.029,(815 12.766,708 89 9 " ; (1 .237 .702 ) 638.274 132,976 896,222 (124 .972 ) 904,738 II 11.808.771
11,808,771 17,756.011 97 6% (947 .240 ) (.79,560 110.019 92.1.744 (103 ,256 ) 91.9.964 0 12,675,479

J,)-!? 12.675,479 13,293,814 95 3% (618 ,335 ) 711.260 149,337 952,577 (91 ,980 ) 1.011,933 0 13,025.43 3
21128 13,625,433 1 3,865,479 98 3". (240 ,047 ) 717,863 158,258 981,309 (75 ,187 ) 1,120,94? 0 14,071.2 32

Morcer Human Resourco Consulting 28 Slato of Alaska Teachers' Rolirornonl System
■■i.irorvi */. os of Juno 30,2003



Valuation Results

1.5(b) Actuaria l Projections -  Projections at Current Rate

Key Assum ptions

■ All assumptions and methods arc the same as Section 1.5(a). except:

-  Adopted contribution rale is maintained at the FY05 level for all future years

Observations

■ System funding deteriorates under all three population scenarios

■ Actuarially calculated rates escalate under all population scenarios

■ Assuming l%  population growth, actuarially calculated rates increase to more than 100%, 
while the funding ratio decreases to 0% by the end of the projection period

*

Mcfcer Human Hosouico Consulting
U ••U9 ••«•••# il~

20 State ot Alaska Teachers’ Retirement System
as of Juno 30. 2003



Valuation Results

1.5(b) Actuarial Projections -  Projections at Current Rate (continued) 

Contribution Rate

40%

35%

30%

2  25% ro
a: 
c o
3

X I
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2004 2008 2012

■  Population Increase 2%
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□  Population Increase 1%

2020 2024

□  Population Increase 0%

2028

Mercor Human Resource Consulting 30 State ot Alaska Teachers' Retirement System
as ot Juno 30.2003



Valuation Results

1.5(b) Actuarial Projections -  Projections at Current Rate (continued) 

Funding Ratio
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1.5(b) Actuarial Projections -  Projections at Current Rate (continued)

Valuation Results

Table 4

Slsilc »f Alaska I KS 
I-inmicial P riijec llnn* (In lliuusands)

Investment K r iiirn  8 .2 5%  Alumni 1‘opiilntlnii Increase 1.(111%

As »f 
June .10

..................V
Actuarial

Assets

alualinn Amni 
Accrued 
1.lability

nits tin Ju ly  1 -------------
i'uiidliiK Surp lus 

Katin (Deficit)
Total

Salaries
K inpluycr 
Ctl) Kate

em p loyer Employee 
C un lrllis  C un lrllis

it)

IS

12 M unllis - 
llcnc lil 

Payments
Net

C un lrllis
Investment
llarnluKS

Kccu^nlrcd
Asset
(in ln

I'.ndliiK
Actuarial

Assets

2003 3.752,285 5,835,000 64 .3%  (2 ,083 ,324 ) 532,030 12.011% 03.010 40,280 350,044 (240 ,742 ) 501,082 23,52.7 4 .127,048
2004 3,822,351 0,089,021 02 .8%  (2,207,57(1) 556,132 16.00% 88.081 48,328 378.310 (241 .001 ) J  10,252 23,52.7 3,021,125
2005 3.021.125 0 .335,870 01 .0%  (2 .414 ,740 ) 573,377 10.0(1% 91,740 49,820 400,744 (250 ,177 ) 321,710 23,523 4,(107,181
2000 4,007,181 0,583,111 00 .0%  (2 ,575 ,930 ) 580,035 10.00% 0J.862 50,079 424,103 (279 ,353 ) 320,037 23.523 4.077,3X8
2007 4,077,388 0,830,300 59 .7%  (2 ,752 ,081 ) 604,620 10.00% 00,730 52,541 448,231 (398 ,951 ) 329,080 60,030 4 .108,457
2II0S 4,108,457 7,077,875 58 .0%  (2 ,900 ,418 ) 023,847 16.00% 00.815 54,212 473.672 (310 ,014 ) 330,712 (I 4 ,170 ,525
2000 4.170,525 7.324.422 57 .1%  (3 ,144 ,807 ) 044,048 16 00% 103,144 50,020 500,274 (341 .111 ) 330,7411 0 4,160,154
2010 4,100,154 7,500,118 55 .1%  (3 .390 ,903 ) 607,202 16.00% 106,752 57,080 528.705 (304 ,002 ) 328.038 II 4 ,134 ,030
2011 4,134,030 7 ,808,000 52.9%  (3 ,074 ,000 ) 001,229 16.00% 110,507 00,008 556,483 (385 ,810 ) 325,142 0 4,073,353
2012 4,073,353 8.015.300 50,6%  (3 ,072 ,037 ) 716,139 10(81% 114,582 02,233 583,454 (400 ,039 ) 310,278 (I .1.085.092
2013 3,085,092 8,280,370 4X 1%  (4 ,204 ,178 ) 742,707 16.00% MX,XIX 64,549 609,071) (425 ,074 ) 311,285 II 3 ,871,001
2014 3,871,004 8,515,355 45 .5%  (4 ,643 .151 ) 771.037 16 0074 123,300 67,003 634.054 (443 ,085 ) 301,105 II 3,720,1124
2015 3,729,024 8,752,349 42 .0%  (5.023,3 ’ 5) 801 ,54 ' 16 007 . 128,247 60,054 658,670 (400 ,708 ) 288,638 (I 3,556,894
2010 3.550,804 8.002,707 30 .0%  (5 ,435 ,3 .3 ( K34.2KK 16.(8)74 13.3,486 72.50(1 081,438 (475 ,452 ) 271,831 II 3,355,273
2017 3.355,273 0,236,885 30 .3%  (5 .881 .012 ) 809,145 10.0074 130,001 75,520 703.844 (480 ,252 ) 250.028 (I 3 ,122 ,049
2 0 IS 3,122,040 9,4X9,746 32 0%  (0 ,307 ,007) 000,207 16.0074 145,003 78,755 727,837 (504 ,080 ) 230,825 (I 2 ,855,305
2010 2,855,305 0,740,431 20 .3%  (0,894,0.16) 045,445 16.00% 151.271 82,159 751,588 (518 ,158 ) 214,100 0 2,551.433
2020 2.551,433 10.017.405 25 .5%  (7 ,400 ,001 ) 080 ,990 10 0074 157,918 85,700 772,00.7 (529 ,305 ) 188,050 0 2,210,788
2021 2.210,788 10,290,402 21 .5%  (8 .088 ,704 ) 1.031.820 10 007a 165.09.3 80,000 702.850 (538 ,008 ) 100 ,10) 0 1.832,884
2022 1,832,884 10,509,300 17.3% (8 ,766 ,410 ) 1,080,428 10 0 07 . 172.808 03,880 814,477 (547 ,710 ) 128,010 0 1,417,784
2023 1.413,784 10,917.437 12.9% (9 .503 ,052 ) 1,132,136 16.00% 181.142 98,383 838.05.7 (558 .520 ) 0.1,508 0 018,854
2024 048,854 11.253.590 8 4%  (10 .304 ,730 ) 1.187.212 It. 0(1% 189,954 103,169 850,024 (503 ,501 ) 55,030 (1 440 ,380
2025 440,380 11,558,848 3 .8%  (11 ,118 ,400 ) 1.245,623 16 00% 190,300 108,245 879,2.75 (571 ,731 ) 12,748 (I 0
2020 0 11,027.070 0 0 %  (11 ,027 ,070 ) 1,300,008 100074 209,105 11.3,570 003,422 (580 ,747 ) (I 0 0
2027 0 12.320.051 t)0%  (12 ,329 .051 ) 1,371,207 10 0074 210,303 110.158 028,480 (589 ,035 ) I) (I (1
7028 (1 12.750.775 0 0 " .  (12.750.2751 1.438,071 It. 00% 2U I.IR7 125.020 057.088 (507,8801 II 0 II

Mercer Human Hesource Consulting y/ Slate ot Alaska Teachurs' Retirement System 
as ol June 30,2003



Charts 1, 2, 3 and 4 reflect the analysis o f the long-term past service cost distribution over 
current tiers and new tiers. They show the total number of employees, projected salaries, 
and corresponding past service cost payments. With the adoption o f a new tier the past 
service cost is still distributed over total wages. This is independent of weather 
em ployees enter under the new tier or current tier structure.

HCS SB 141 (FIN) creates a new defined contribution retirement tier to which no further 
past service cost will accrue. This saves the system from additional liability that could be 
created from adding new em ployees to current defined benefit tiers. In this way, HCS SB 
141 (FIN) limits the potential for accruing additional unfunded liability to the system.

U ndcrH C S SB 141 (FIN), the death and disability benefits to members remains 
unchanged from current statue.

Health Care Costs

The com posite health care medical plan coverage is actuarially computed at 2.5% of 
salary. There is language in the bill for an annual review of this figure to ensure that it is 
sufficient.

The analysis on pages 5 - 1 1  show the actuarial computed cost of providing medical 
benefits to members 60 month prc-M edicare eligible.

The HRA cost to the system is independent of actuarial analysis because it is a defined 
contribution account.



State of Alaska Public Employees' Retirement System
Projections Based on Ju ly 1, 2003 Valuation
Population Growth 1 Percent

Annual Payment To Past Service Cost (OOP's)*__________  Present Value of Past Service Cost Payments (OOP's)**
Valuation Fiscal 

Year Year Tier 1 Tier 2 Tier 3 Tier 4 Total Tier 1 Tier 2 Tier 3 Tier 4 Total

2003 2006
]sj)25,483 I 328,745 385,141 500,233 |"lJ560,287 2,874,406

* — - “ - - -
2004 2007 - - - - - - . • m
2005 2008 17,062 17,356 21,383 5,223 61,024 13,451 13,683 16,857 4,117 48,108
2006 2009 37,866 38,986 46,758 23,097 146,707 27,576 28,392 34,052 16,821 106,841
2007 2010 56,481 59,269 70,098 53,097 238,945 37,998 39,874 47,159 35,721 160,752
2008 2011 60,548 64,671 76,335 78,725 280,279 37,630 40,192 47,441 48,926 174,189
2009 2012 58,021 63,061 75,074 98,932 295,088 33,311 36,205 43,101 56,799 169,416
2010 2013 55,292 61,191 73,799 120,062 310,344 29,325 32,454 39,140 63,677 164,596
2011 2014 52,367 58,990 72,422 142,669 326,448 25,657 28,902 35,483 69,900 159,942
2012 2015 49,239 56,745 70,815 166,451 343,250 22,286 25,683 32,052 75,337 155,358
2013 2016 45,896 54,206 69,101 191,666 360,869 19,190 22,664 28,892 80,138 150,884
2014 2017 42,451 51,53! 67,178 218,188 379,348 16,397 19,904 25,947 84,275 146,523
2015 2018 38,891 48,854 65,141 245,867 398,753 13,877 17,432 23,243 87,728 142,280
2016 2019 35,178 45.472 63,011 275,138 418,799 11,595 14,988 20,770 90,690 138,043
2017 2020 31,388 41,997 60,830 305,494 439,709 9,557 12,788 18,522 93,022 133,889
2018 2021 27,647 38,426 58,610 337,093 461,776 7,777 10,809 16,486 94,821 129,893
2019 2022 23,904 35,013 55,97 j 369,989 484,879 6,212 9,098 14,545 96,142 125,997
2020 2023 20,393 32,052 52,542 404,164 509,151 4,895 7,694 12,613 97,019 122,221
2021 2024 17,032 29,047 48,970 439,645 534,694 3,777 6,441 10,859 97,493 118,570
2022 2025 13,998 26,096 45,306 476,267 561,667 2,867 5,346 9,281 97,565 115,059
2023 2026 11,355 23,215 41,724 513,787 590,081 2,149 4,393 7,896 97,229 111,667
2024 2027 8,953 20,489 38,132 552,345 619,919 1,565 3,582 6,666 96,560 108,373
2025 2028 6,887 17,821 34,402 589,722 648,832 1,112 2,878 5,556 95,237 104,783
2026 2029 2,192 6,473 13,174 264,403 286,242 327 966 1,965 39,445 42,703
2027 2030 1,247 4,334 9,420 220,582 235,583 172 597 1,298 30,400 32,467
2020 2031 331 1,379 3,215 88,171 93,096 42 176 409 11,225 11,852

Total 714,619 896,674 1,233,413 6,180,777 9,025,483

’ Expocled employer contributions paid during liscal yoar "  Expected employor contributions during fiscal year, discounted to June 30, 2003 at 8.25%



Comparison of the States Normal Retirement by Age/Service
A  = Any Rule: Age+Service -  Number

State Teachers Other*
Georgia 60/10 A/30 65/10 A/30
Indiana 65/10 60/15 55/30 65/10 60/15 Rule 85
Massachusetts 65/10 A/20 65/10 A/20
Colorado 65/5 50/30 Rule 80
Idaho 65/5 60/5
Missouri 60/5 A/30 Rule 80 65/5 60/15 Rule 80
Nebraska 65/5 A/35 Rule 85 65/5
Nevada 65/5 60/10 A/30
New Mexico 65/5 60/15 A/25 65/5 60/20 A/25
North Carolina 65/5 60/25 A/30
South Carolina 65/5 A/28
Virginia 65/5 50/30
Washington 65/A 65/5
Utah 65/4 A/30
North Dakota 65/A Rule 85 65/3 Rule 85
South Dakota 65/3 Rule 85
Maryland 65/2 62/5 A/30 65/2 62/5 A/30
Minnesota 65/3 62/30 65/1
Arizona 65/A 62/10 Rule 80
Iowa 65/A 62/20 Rule 88
Kansas 65/A 62/10 Rule 85
Kentucky 55/5 60/27 65/A A/27
Montana 60/5 A/25 65/A 60/5 A/30
Vermont 62/A A/30 65/A A/30
Wisconsin 65/A
Hawaii 62/10 55/30
Maine 62/10 62/5 60/5
Oklahoma 62/5 Rule 90 62/8 Rule 90
Florida 62/6 A/30
Delaware 62/5 60/15 A/30
New York 62/5 55/30 62/5 55/30
Alabama 60/10 A/25 60/10 A/25
Louisiana 65/20 55/25 A/30 60/10 55/25 A/30
Michigan 60/10 55/30
New Jersey 60/10 A/25 60/10
Rhode Island 60/10 A/28
Illinois 62/5 60/10 55/35 60/8 Rule 85
Alaska 60/8 A/20 60/5 A/30
California 55/5 50/30 60/5 50/5 55/5
Ohio 60/5 55/25 A/30 60/5 55/25 A/30
Oregon 60/5
Tennessee 60/5 A/30
Texas 65/5 Rule 80 60/5 Rule 80
West Virginia 60/5 55/30 A/35 60/5 Rule 80
Mississippi 60/4 A/25
Wyoming 60/4 Rule 85
Pennsylvania 62/1 60/30 A/35 60/3 A/35
New Hampshire 60/A
Connecticut 60/20 A/35 55/10 A/25
Arkansas 60/5 A/28

* Othor may include teachers and public stfoty pcrsonnol In some states

NASRA Public Fund Survey Data 
Compiled by Senate Finance Committee March 31,2005



GSSB 141(FIN) Sectional AnalysisDefined Contribution (PC) Plan Elements♦ Required Contributions
• Employee: 8.0% of compensation, deducted pre-tax by employer.

14.25.340(a) (p g  15), 30.35.730(a) (pg  81).
• Employer: 4.5% of employee compensation.

14.25.350(a) (pg  16), 39.35.750(a) (pg  82)
• Total individual account contributions: 12.5%.♦ Optional Contributions
• A member may elect to contribute additional earnings not to exceed the limits 

established by the Internal Revenue Code.
14.25.340(b) (pg  15). 39.35.730(b) (pg  81)♦ Rollovers 14.25.360 (pg  16), 39.35.760 (pg  82)

• Employees can take their individual account with them when they leave 
employment.

• Employees can "roll" in other qualified funds when they are hired.♦ Vesting 14.25.390 'p g  18), 39.35.790 (pg  84)
• All members of the DC plan are immediately vested in their own contributions 

and related earnings.
• Members are gradually vested in the employer contributions and related 

earnings on the following schedule:
25% after two years;
50% after three years;

=> 75% after four years;
=> 100% after five years.♦ Investment of Accounts 14.25.400 (pg  IS), 39.35.800 (pg  84)

• The Alaska Retirement Management Board will provide a range of investment 
options.

• Participants direct the investment of their funds.

♦ Distribution of Accounts
14.25.410(pg 19) — 14.25.4 Id (p g  22), 39.35.8It) (pg  85) -- 39.35.840 (pg  87)

• Employee may elect a distribution of funds upon termination of employment, 
after 60 days.

• Subject to IRC regulations.
• May receive funds prior to 60 days for financial hardship.

Senate Finance Committee
Updated; April 12.2005 I



• CSSB 141'(FIN) Sectional Analysis

M ed ica l P ro g ra m  E le m e n ts

♦ R e q u ire d  C o n tr ib u t io n  b y  E m p lo y e r 14-2S.^50(L>) (pg  I ft), 39.35.750(b) (pg  82)
• 1.75% of employee compensation.
• Contribution is made to group health and life insurance trust fund to be used for 

employer share of retiree's monthly medical premiums.

♦ E lig ib ili ty  14.25.470 (pg  2ft), 3y.35.K7f) (pg  92)
• A member is eligible to elect medical benefits if the member:

=. is 65 years of age and has at least 10 years of service; or 
=> has 25 years of service as a peace officer/firefighter; or 
=> has 30 years of service for all others.

• A member's surviving spouse is eligible for medical benefits if the member was 
eligible to elect medical benefits at the time of the member's death.

♦ B e n e fits  14.25.480 (p g  2ft), 3y.35.KK0 (pg  02)
• Medical benefits include access to major medical insurance and the health 

reimbursement arrangement (HRA).
• Access means that an eligible person may not be denied insurance coverage 

except for failure to pay the required premium.
• An eligible person may participate in the medical insurance, the HRA, or both.
• An irrevocable decision to elect major medical insurance must be made by age 70

♦ M a jo r  M e d ic a l In su ra n c e  S r .  I4.25.4K0 (p g  2ft), Sec. 3o.35.KK0 (p g  02)
• Insurance coverage for an eligible member includes the member's spouse and the 

member's dependent children.
• Insurance coverage for a surviving spouse includes the member's dependent 

children if they are dependent on the surviving spouse.
• Retirees who meet the required years of service, but who are less than Medicare 

age eligible (presently age 65), must pay the full premium to receive coverage.
• Retirees who are Medicare age eligible will pay only a portion of monthly 

medical premiums depending on years of service:
+ 10*14 years = 30%
+ 15-19 yea rs = 25 %
+ 20-24 years = 20%
+ 25-29 years = 15%
+ 30+ years = 10%

• Only one premium per retiree and family.
• Different premiums developed for single retirees and retirees with spouse 

a n d /o r  children.

Senate Finance Committee
Updated; April 12,2005



CSSB 141(F1N) Sectional Analysis

♦ Health Reimbursement Arrangement (HRA) 30.50.31)0 (pg 57)
• Employer Fund

The HRA Trust is an employer owned fund. 39.30.550 (pg .55)
Employee contributions are not permitted.

=> Employers may use surplus funds held in the trust to credit individual 
employee records with the annual contributions owed by the employer.

• Required Contributions 30.30.370 (pg  35)
=> Employer contributes an annual (and equal) dollar amount per employee to 

the health insurance trust fund.
Amount is 2% of employer's annual average group compensation.

=> Contribution is recorded in both an individual employee account and an 
employer record.

=> Interest is posted to individual accounts annually, the rate determined by the 
ARMB.

=> Contributions and interest accumulate over working lifetime of employees.

• Termination of Employment 30.30.351) (pg 55)
=> Individual accounts of record are maintained for five years if an employee 

terminates without retiring.
Terminated employee accounts revert to the employer unless the individual 
returns to work within the five-year period.

=> A person who returns to work within the five-year period is attributed the 
account balance recorded in their name on the date of termination.

• Reimbursements=> Who is eligible? >0.10.30(1 jpg 55)
+ Persons who meet the eligibility requirements for medical benefits.
+ Dependent children are eligible it both retiree and spouse die. 
Reimbursements made for qualified medical expenses under IRC 213(d), 
including medical premium payments. 3l <..;o. to o  (p g  >S)

Total reimbursements are limited to an individual's recorded account.
No set limits other than exhaustion of account balance.

Senate Finance C'omtniltec
Update J: April I2.20U.S \



CSSB 141 (FIN) Sectional Analysis

♦ Option to Convert from DB to DC Plan I4.25.lvl0 (pg 50), 50.35.910 (pg Oh)
• Unvested, active members of PERS and TRS are eligible to convert to DC plan.
• Employer must first make choice to offer this option to all their employees.
• Participation in DC plan is in lieu of the DB plan; all rights to DB plan are forfeit.
• A member's individual account balance will be rolled into a new account under 

the DC plan.
• A  member's employer shall make a 100% matching contribution with new funds 

(i.e., cannot transfer employei portion from the DB trust fund).
• A member's years of service under the DB plan will be counted toward the years 

of service required for medical benefi .s eligibility.

♦ Participating Employers
• Mechanism is included for political subdivisions and public organizations that 

do not currently participate in PERS to join the DC plan in the future.
30.35.050-30.35.055 (pg 08)

• Includes specific employers already participating in PERS and TRS to allow their 
future employees to participate in the DC Plan (DB plan closes on July 1, 2005).

14.25.5h( 1-14.25.580 (pg 32-33), 3,i.35.9h5-30,35.070 (pg 99)
Legislators who have been teachers 
National Education Association employees 

—■ Special Education Service Agency employees 
=> Army and Air National Guard employees

North Pacific Fishery Management Council employees

Changes to Existing Retirement System

♦ Employee and Employer Contributions to the Defined Benefit Plans
Src. <S (pg 7), Sec. NS (pg hS-hO)

• The empi >yee contribution rate is changed to the greater of:
=> the amount set in statute prior to enactment of this bill; or
^  one-half of the normal cost rate as determined by the ARM Board.

• The employer contribution rale is changed so that it may not be less than the 
difference between the employee contribution and the normal cost rate that is set 
by the ARM Board. Sec. to (pg S), Set 9n (pg 72)

♦ Ad-hoc Post Retirement Pension Adjustments Sec. 17 i-Mpg 11). Set . . I3(pg77)
• Defines "financial condition of the retirement fund" for the ad-hoc post 

retirement pension adjustment as a 110% ratio of assets to liabilities (applicable 
only to Tier I retirees). (See editor's notes under AS 14.25.143 and AS 39.35.483)

O ther Plan Elements

Senate l-inancc Commillcc
Updated: April 12. 2005 •I



CSSB 141(FIN) Sectional Analysis

♦ University Optional Retirement Program (ORP)
Sec. 35 (pg 38) through Sec. 31 (pg 42)

• Changed AS 14.40.661-14.40.799 giving the Board of Regents flexibility to design 
both optional and mandatory retirement programs for future University 
employees.

• Specifies the University's retirement programs are not subject to collective 
bargaining.

• Provides one-time option for current employees who chose to participate in 
PERS and TRS to transfer into the existing ORP.

♦ Consolidation of Boards
• Eliminates:

=> Public Employees' Retirement System Board 
=> Teachers'Retirement System Board.
=> Alaska State Pension Investment Board.

• Creates new Alaska Retirement Management Board (ARM Board) Sec. 59 (pg 4n) 
=> 9 trustees appointed by the Governor

+ Commissioner of Administration 
+ Commissioner of Revenue
+ 3 Alaska residents who do not participate in the retirement systems 
+ 1 finance officer of a political subdivision 
+ 1 finance officer of a school district 
+ 1 PERS member (active or retired)
+ 1 TRS member (active or retired)

=> All trustees must have recognized competence (working or teaching) in one 
or more of the fields of investment management, finance, banking, economics, 
accounting, pension administration, or actuarial analysis. 

x> Terms
+ Slaggerr ’ three years
+ Limited to three consecutive terms with a required one-year break.

♦ Powers and Duties of ARM Board V c .n l  (pg 47 50)
• Manage the assets and set the investment objectives of the defined benefit trust 

fund to meet pension liabilities.
• Annual actuarial valuation of system plans, coordinating with the retirement 

system administrator.
• Analysis of actuarial * sumptions experience, including a second opinion:

:=> Health costs assumptions annually.
^  All other assumptions not less than every four years.

• Audit of actuary not less than every four years.

Senate Pittance Committee
Updated; April 12. 2005 5



CSSB 141(FIN) Sectional Analysis

■ Rate set ting:
=> Empiover contribution rates, including "normal cost" and "past service cost". 
=> Employee contribution rates if one-half of the "normal cost" is higher than 

the current rates set in statute.
=> interest rates credited to individual employee accounts.
=> Interest rates credited to employee HRA account records.

• Provide a range of investment options for all employee-directed accounts.

♦ Other Duties of the former PERS and TRS Boards Transferred
• To the Commissioner of Administration:

=> Adoption of regulations governing the retirement systems.
14.25.0(0 (pg 2), 14.25.005 (pg 4), 30.35.0(0 (pg h i ), 30.35.005 (pg 03)

=> Requests for a waiver of any adjustment made to the retirement system 
accounts due to a change or error in contributions or benefit computations.

Sec. 21-23 (pg 12)
• To the Office of Administrative Hearings:

=> Adjudication of appeals related to decisions of the retirement system 
administrator. I4.25.00n (pg 5), 30.35.()(ln (pg 0 4 ), Sec. 120 (pg 105)

=> Adjudication of appeals related to the denial of a waiver for repayment of 
overpayments. Sec. 24-25 (pg 13)

♦ Conditional Service Retirement Benefits Sec. I 11 (pg 7n)
• Changes the credited service requirement to 120 days for legislative employees 

under AS 39.35.385(f).

♦ Repeal
• Refunded prior members Sec. 131 (pg 105) <AS I4.25.0n2 and AS 30.35.350>

=> Repealed effective June 30,2010.
=? The intent of the repeal is to relieve the "off books" liability of hundreds of 

millions of dollars represented by more than 77,000 people who have 
refunded out of the State's retirement system but who could return to work 
and be restored to the tier status they held prior to termination by repaying 
the amount refunded plus interest.
In medical premiums alone, this amount stands at greater than $107 million 
for one year in today's dollars.

♦ Fiscal Note
• Appropriates $69.5 million directly to the retirement trust funds on behalf of all 

PERS participating employers (includes small amount of I RS). This amount 
represents the 5% increase in PERS employer costs from FY2005 to FY2006.

• PERS and TRS for scho i1 districts ($38.1 million) is rolled into the BSA at $4,919.

Senate I ’ liianctf Committee
Updated: April 12.2005 (i
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Alaska State Senate
S en a te  F inan ce  C om m ittee

Mail Stop 3100 
State Capitol 

Juneau, Alaska 99801-1182

SENATE BILL 141 
SPONSOR STATEMENT

For almost two years, the legislature has heard of (he looming crisis in the State's retirement 
systems. The systems are underfunded by $5 billion. Employer contribution rates have been 
raised by five percent per year for the oast two years, and greater increases are required unless 
something is done soon. In the first sixty days of this legislative session, members of the Senate 
have worked diligently to understand and evaluate the problems in the retirement system in 
order to propose a solution to those problems. Senate Hill 141 offers a two-prong approach: (1) 
crer.io a defined contribution retirement plan for the long-term solution to employer cost 
management; and (2) implement management changes to the existing system so we can begin to 
address the £? billion deficit situation there.

In 2003, the Governor appointed a subcommittee of the PERS and TRS Hoards that was charged 
with researching and evaluating the concept of a new retirement tier. This subcommittee 
worked throughout 2001, performing research and analyses of information gathered from 
employers statewide and studying nationwide trends in both the public and private sectors. In 
November of 2004, the subcommittee presented two tier alternatives to the PERS and TRS 
Hoards suggesting tiiat a recommendation be forwarded to the Governor and the Legislature.

Unfortunately, the Boards opted not to forward a recommendation. I lowever, the work done 
bv the subcommittee did not go in vain. The Senate leadership used the subcomm ittee's work, 
as well as its own research and analysis, to draft this legislation. SB 141 offers a holistic solution 
to our problem and allows Alaska to join other states in retirement sysk i reform.

The true long-term solution, 30 to 50 years from now, will be accomplished by the change in the 
retirement plan for future government employees from the traditional pension plan to a defined 
contribution (DC) plan, commonly known in the private sector as a 401(k). Such a plan has 
three dear advantages: (1) cost predictability; (2) portability between employers; and (3) clarity. 
Hundreds of thousands of private sector employers and other state retirement systems offer 
their employees this type of plan. SB 141 combines the DU plan features with the tradition of 
offering insurability for all retirees and an IRS allowable vehicle for tux free savings accounts 
used to pay for out-of-pocket nu ’ical expenses during retirement years. As Alaska’s older tier 
employees retire out ol the defined benefit.- system, and the new DC plan employees are 
brought in to replace them, the existing stria ture will become more stable.

O fficial Business



Senate Bill 141 
Sponsor Statement 
Page Two

In the short-term, SB 141 implements the management changes needed to effectively address 
the $5 billion deficit. It creates a single board to replace the separate public employees' and 
teachers' retirement system boards and the pension investment board. The new board is the 
Alaska Retirement Management (ARM) Board. The Arm Board will be more experienced with 
financial and pension matters than the current boards require and will be charged with greater 
emphasis on its fiduciary role to balance the retirement system assets to system liabilities.

SB 141 seems voluminous. The concepts, however, are simple and few. Please take the time to 
read the "Senate Finance Committee White Paper: SB 141". This docum ent is a succinct 
compilation of much of the research undertaken to date. It describes more fully the features 
contained in SB 141 and provides the understanding of the framework for the discussions to 
come.

The Senate Finance Committee is committed to addressing this problem this legislative session.
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S e n a t e  M a j o r i t y  Web: www.akrepublicans.org

Sponsor: FINANCE
Current Version: CSSB 141 (FIN)
C o n ta c t: M iles  Baker, 465-3873

Fact Sheet for: Senate Bill 141

Short Title: PUBLIC EMPLOYEE/TEACHER RETIREMENT

Sum m ar)’:
■ Establishes a Defined Contribution (DC) Plan. Retiree Medical Benefit and Health 

Reimbursement Arrangement for new employees.
■ Increases payroll contributions for existing employees by 0.5 percent annually until 

employers and employees share normal costs 50/50.
- Streamlines retirement system management by replacing the PERS. TRS and 

ASPIB boards with a newly created 9-member Alaska Retirement Management 
Board (ARMB) consisting o f the commissioners o f administration and revenue, 7 
governor-appointed trustees with credentials or recognized competence in finance 
or accounting (3 non-beneficiary public members, a finance officer o f PERS and 
one o f TRS, one PERS member, one TRS member.)

• Strengthens the ARMB’s fiduciary role to balance system assets and liabilities: 
provides more employer representation; and makes the A R M B  responsible for 
setting employer contribution rates and adopting actuarial assumptions.

• Transfers the quasi-judicial responsibility for hearing appeals and waivers to the 
Office o f  Administrative 1 Icarings.

Benefits:
■ Strengthens management and fiduciary oversight o f the state's retirement systems.
• Constrains growth o f the unfunded liability.
■ Establishes a portable defined contribution plan for new employees tha., over lime, 

reduces the state’s dependence on riskier and less predictable defined benefit plans.

B ackground:
■ Alaska’s public retirement system assets have not kept up with obligations because 

o f  factors including rising health cart* costs, shifting demographic trends, market 
performance, and underestimation o f system liabilities. The result is $5.7 billion in 
underfunding. Last year, the Administration formed a work group to come up with 
solutions. This fall, alter much research and analysis, the work group presented two 
alternatives to the PERS and TRS boards. The boards declined to forward a 
solution to the Legislature. Based on the recommendations o f that work group, the 
Senate finance Committee conducted its own analysis and is introducing the 
Retirement Security Act. Unlike a defined benefit plan in which em pknees are 
guaranteed a pension benefit regardless o f cost, a DC plan provides employees with 
a retirement amount based on actual account contributions and investment earnings.

Fact Sheet Revision Dale Wednesday. April 00, 2006 04 04 PM
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Testimony of Jerry Patterson 
SB 141 

22811 Glacier Hvvy 
Juneau, AK.99801 

789-7328

My name is Jerry Patterson and I represent NBA Alaska Retired. I am also a former TRS 
board member. 1 would like to thank the chair and this committee for the opportunity to 
speak on SB 141.

What we are essentially doing is closing the defined benefit plan. When I was on the TRS 
board. I attended trustee training sessions and the information on closed funds tended to 
have two common characteristics. One. they were small and secondly, they were one 
hundred percent funded. We are neither small nor one hundred percent funded. I know of 
no precedent in the public sector for a fund of our size and with an un-fundcd liability 
being closed and thus of any model for us to follow. Basically, we are flying by the seat 
of our pants.

Normally, we would have a twenty-live year rolling amortization time period. But 
because we are closing the fund to new entrants and have a large un-fundcd liability, we 
need to front load the fund in a hurry. SB 141 requires that active member's retirement 
be fully funded and we need to get that money before they retire. 1 low much money we 
need at this time is unknown because we apparently do not have accurate actuarial data. 
The other reason we need to frontload the plan is if we don't, the plan will run out of 
money and it will require year-hy-ycar appropriations in the future to pay the benefits of 
the last group of retirees.

Another twist in SB 141 is that it requires that only the actives be fully funded. There is a 
large un-fundcd liability associated with those who are already retired that is not being 
addressed. What will happen is that money will go into the retirement fund with the idea 
that you are fully funding the actives when you are really not doing so. Current retirees 
will be taking out of the fund not only what was contributed for them but also the amount 
to cover their un-lunded liability. Again, those Iclt in the system at the end will need to 
be paid by a direct appropriation.

What kind of liability could a future legislature have? There are some 38.000 public 
employees under the age of 55. If they were to all to retire and live to 2035 they would 
collectively receive a ‘>90 million dollar benefit in today’s dollars. Mercer produced 
charts that showed that at a 16% contribution rate the TRS fund would run out of money 
in 2026. At an 11.77% contribution rate. PHRS would be broke around 2034. Thus it is 
imperative that will have a solid understanding of how much money we need to put in 
now.

What is our funding source? M is the aggregate of all w ages times the contribution rate.
I hat funding source is going to shrink rapidly, first of all there arc no new employees

\ O t T
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entering the system. Secondly, SB141 allows non-vested members to move to the defined 
contribution plan taking with them their own accumulated account plus an equal amount 
from the employer's previous contributions. And there will be of course a steady stream 
of retirements. With a shrinking salary base and smaller amounts of money coming into 
the fund, every downturn in the stock market, every spike in medical costs, and every 
new mortality table will have a profound effect on the fund and liabilities going forward.

My final comment is about the retirement funds themselves. At 12 billion dollars, they 
generate on average a billion a year in income. Do we really want to give up a billion 
dollars a year in income?

In closing, 1 would say that it would be prudent to learn as much as possible about the 
consequences of closing a retirement fund. I think it would be prudent to get a handle on 
the costs that are associated with closing a fund. And I think it would be prudent to get 
the best and latest actuarial numbers possible.

Thank you



& Fire As of June 30, 2005

Number 2727

Average Age 40.72

Average Credited Service 9.7

Average Annual Earnings $ 58,945

Number Vested 1739

Percent Vested 63.8%

Death Benefit

Retiree Survivor Disabilitant

Average Age at Commencement 
Average Monthly Benefit 
Average Annual Benefit_________

51.72 56.54 49.86
$ 2,835 $ 1,265 $ 1,945
$ 34.020 $ 15.180 $ 23.340

Est Current Occ Dealth Benefit (50% Salary) or; $ 29,473
Est Current Occ Dealth Benefit (75% Retirement) $ 25,515

W -

rs p P ^ lj|

6.0% 7.0% ..........  8.0%

25 55.4 $31,238 $35,844 $40,571

26 54.5 $31,308 $35,899 $40,612

27 53.5 $31,390 $35,963 $40,662

28 52.5 $31,477 $36,033 $40,716

29 51.6 $31,561 $36,100 $40,769

30 50.6 $31,660 $36,179 $40,831

31 49.6 $31,765 $36,265 $40,899

32 48.7 $31,866 $36,347 $40,965

33 47.7 $31,985 $36,446 $41,045

34 46.7 $32,113 $36,551 $41,131

35 45.8 $32,235 $36,653 $41,214

36 44.8 $32,380 $36,775 $41,314

37 43.9 $32,519 $36,892 $41,412

38 42.9 $32,684 $37,032 $41,529

39 42.0 $32,842 $37,168 $41,643

40 41.0 $33,029 $37,330 $41,781

41 40.1 $33,210 $37,486 $41,915

42 39.1 $33,425 $37,674 $42,076

43 38.2 $33,631 $37,855 $42,233

44 37.3 $33,852 $38,050 $42,403

45 36.3 $34,115 $38,284 $42,607

46 35.4 $34,369 $38,511 $42,807

47 34.5 $34,640 $38,755 $43,024

48 33.6 $34,931 $39,018 $43,259

49 32.7 $35,243 $39,301 $43,513

50 31.8 $35,578 $39,606 $43,789

51 30.9 $35,937 $39,936 $44,088

52 30.0 $36,324 $40,293 $44,414

53 29.1 $36,741 $40,679 $44,768

54 28.2 $37,191 $41,098 $45,154

55 27.4 $37,622 $41,500 $45,527

56 26.5 $38,144 $41,990 $45,982

57 25.6 $38,709 $42,523 $46,481

Preparod: 5/1/2005



S ta te  of A laska
D ivision of R e tirem en t & B enefits
Normal C o st Rate and  A ctuaria l C om pu ted  R ate  from  FY 1983 th ro u g h  FY 2006

Valuation 
report date 

June 30

Fiscal 
year of 

rate

Normal 
C o st ra te  

PERS

Actuarial 
Computed 
Rate PERS

orm al
C o st
rate
TRS

Actuarial 
Computed 
Rate TRS

1980 1983 11.46% 13.78% 11.95% 16.84%

1981 1984 12.03% 13.68% 13.51% 17.42%

1982 1985 11.36% 13.62% 13.64% 17.96%

1983 1986 11.82% 13.59% 13.13% 17.36%

1984 1987 12.31% 13.84% 13.91% 13.28%

1985 1988 11.13% 9.55% 11.62% 13.28%

1986 1989 10.20% 9.38% 9.36% 11.16%

1987 1990 9.23% 9.30% 9.14% 8.19%

1988 1991 10.37% 12.00% 11.86% 12.27%

1989 1992 12.00% 14.20% 13.26% 15.16%

1990 1993 12.83% 13.58% 14.07% 19.65%

1991
1992
1993
1994 
1C95

1994
1995
1996
1997
1998

10.18%
10.90%
11.29%
10.36%
10.61%

13.72%
13.70%
12.82%
12.14%
11.90%

9.05%
8.57%
9.06%
9.70%

10.10%

15.59%
13.36%
12.48%
14.96%
14.94%

1996 1999 9.85% 7.74% 8.97% 10.52%

1997 2000 9.89% 7.36% 9.21% 13.00%

1998 2001 8.67% 7.03% 8.99% 10.55%

1999 2002 8.07% 6.56% 8.88% 7.09%

2000 2003 10.07% 6.12% 9.40% 8.29%

2001 2004 9.53% 6 77% 10.36% 14.44%

2002 2005 13.31% 24.91% 14.76% 35.57%

2003 2006 13.24% 25.63% 14.28% 38.85%

Normal Cost Rate: present value of benefits, which are expected to be credited with respect to service 
during the year beginning on the valuation date.

Actuarial Computed Rate: after comparing plan assets and liabilities, an actuanul rate is computed that would fully 
fund the retirement systems over 25 years. There are two components: the normal cost rate and the past service 
rate necessary to pay any unfunded liability. Both rates account for differences bet .een actual experience versus 
anticipated results, changes in actuarial assumptions and / or methods, changes in statutory provisions, and the 
difference between the rate actually adopted by the Boards for a particular year versus the computed rale. r  ^  c
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TESTIMONY ON CS SB 141 [amHSA]
Sam  Trivette 

P res iden t 
Retired Pub lic  Em ployees of A laska

• I’m retired from  the A laska Department o f Corrections after 32 yrs. o f 
se rv ice  to A la skans. 19 years o f that time I served as the D irector o f 
the A la ska  Paro le  Board, and in that capacity, worked c lo se ly  with 
the Leg is la tu re  in a com plete rewrite o f the Parole Adm in istration  A ct 
and in rewriting other leg is la tion  and developing regulations. So I 
understand the enorm ous respons ib ility  o f dealing w ith the 100+ 
page bill.

• A s  the P res iden t o f the Retired Pub lic  Em ployees o f A laska, I have 
attended many o f the PERS/TRS  Board & ASPIB  m eetings in recent 
years. I have watched them work and I’ve partic ipated extensive ly  in 
the ir meetings.

• I have attended or watched a lm ost all o f the Senate F inance and 
House State A ffa irs  Comm ittee hearings on the retiree b ills  s in ce  
they were introduced. I’ve spent countless hours d iscu ss in g  issues 
su rround ing  retiree leg is la tion  with num erous people. Everyone I’ve 
ta lked to th inks the system  needs change and R PEA  agrees. But 
c it izen s are ask ing  that the problem  areas be clearly & accurate ly 
identified, and responsib le  v iab le  options be stud ied & d iscussed  
before we try to design  fixes.

• Here are som e o f my observations.
1. The S tate ’s contracted actuary made s ign ifican t errors in 

judgm ent and in ca lcu la tions, that resulted in se riou s ly  
understating the current and future liab ilit ies o f the retiree 
system s. [A few— mortality tables, sa lary schedu les, m edical 
benefits, statutory change impacts]

2. Because  o f the s ign ifican t errors beginning in the m id-90’s, the 
actuary ’s  adv ice  to the PERS/TRS Board resulted in ths 
adoption  o f artific ia lly  low  rates, at a time when fu ll funding 
w ou ld  have resulted in a much lower shortfa ll today.

3. Many unfunded “ benefit enhancem ents” created by the 
leg is la ture  or em ployers over the years, have resulted in 
s ig n if ican t unintended liab ilit ie s for the retirement system . 
These “unfunded enhancem ents” refer to any law, regulation 
o r p ractice  that a llow s an employee to capture a benefit that is 
not fu lly  actuaria lly  funded. Many are leg is la tive dec is ions, 
[a llow ing loca l governm ents & d istric ts  to provide retirement 
benefits to elected o ffic ia ls  with m inimal system  contributions; 
a llow ing  leg is la tive  sta ff to “ vest” in the retirement system  
with fu ll benefits with m in im al contributions. Some others are 
the resu lt o f loca l governm ent dec is ions, such  as a llow ing 
sen io r em ployees s ign ifican t overtime pay during the 3 high



years, or paying em ployee bonuses to encourage retirement, 
s ign ifican tly  increasing  the em ployee ’s  retirement pay.

4. One exam ple in a recent hearing is there are about 20 loca l 
e lected offic ia ls, in ju s t one location, that are m aking m in im al 
payments into the retirement system , but these o ffic ia ls  w ill be 
e lig ib le  for fu ll retirement benefits. M u ltip ly  th is  im pact around 
the State.

I firm ly believe that benefits that are not fu lly  funded, m ust not be allowed.

The log ica l question  is if these laws and ru les were changed to d isa llow  the 
unfunded benefits, how much money would be saved? W ould there even 
be A  NEED  to con s ide r the drastic  move to a defined contribution  system ? 
If you review  the m inutes o f the P E R S  & TRS m eetings last fall when they 
d id  not recom m end a new Defined Contribution  plan, they believed there 
were many other op tions that they were not a llowed to put forth & study, 
that cou ld  put the retirement system  on sound  footing. Som e options 
inc lude  increasing  the em ployee contribution to the fund, reducing the 
em ployer Supplem enta l Benefits System  contribu tions, ra is ing  the num ber 
o f years o f se rv ice  before vesting, and o f course  adjusting the health 
benefits package. These & other op tions need to be fu lly  stud ied  & 
care fu lly  considered  BEFO R E  adopting a new Tier.

Y o u ’ve been told there has been finger pointing between the retiree Boards 
in recent years. That s im p ly  is not true. The three Boards meet jo in tly  at 
least severa l tim es each year & work very cooperative ly. In fact, m any o f 
the d ec is ion s  by the PERS/TRS Boards that deal with the “co s t sa v ing s" or 
liab ility  s ide  o f the equation, have positive ly  affected the fund status.

• M ost o f you have probab ly heard about the education program  on 
generic  drugs that is now saving  $5-6 M illion  a year by encourag ing  
retirees to use generic vs. brand name m edications, and a lso  having 
p rescrip tion s filled by mail order, resu lting in further sav ings to the 
State.

• You probab ly  haven’t heard about the sav ings to the State in the 
Term Life Insurance Program . Retirees and the State had been 
overpaying prem ium s & fees to the firm adm in istering  the retiree se lf 
funded program  for years. Th is problem  was identified after prob ing 
of the PERS/TRS  Board members, and the fees to the State & the 
retiree prem ium s s ign ifican tly  reduced.

• PERS/TRS  retirees for years were paying more than necessa ry  into 
the se lf  funded retiree Dental/Audio/V isual Plan. By push ing  for 
accurate expense information on the plan, the Boards recom m ended 
the State increase the benefits. The plan continued to make these 
increased reim bursements for 3 years before the prem ium s had to be 
increased. These efforts bought lots o f good w ill from the retirees 
for the system ’s  attempts to hold down retiree expenses.

• R P E A  m embers continue to work d iligently w ith the PERS/TRS  
Boards to identify responsib le  co st sav ings. The ir next meeting is 
Monday, Ap ril 25. We w ill be d iscu ss in g  options that cou ld  save the 
retirem ent system  m illions more, if the Board recom m endations are 
fo llowed. Com o see your Boards do their work.



Another im portant dec is ion  was made by the PERS/TRS Boards severa l 
years ago. A fter receiv ing the d isturb ing  news in the early 2000’s  the 
funds that had been over 100% funded were now projected to be le ss 
than 80% funded, the Boards asked for a second  op in ion from  another 
actuary. Th is  second  actuary report pointed out som e s ign ifican t 
p rob lem s w ith previous actuary assum ptions, and these prob lem s have 
been corrected.

Our be lie f is  that som e s ign ifican t so lu tions to co st cutting s t ill have not 
been identified. M ost em ployees understand the current fund ing gap and 
would be more than w illing  to offer information and suggest potential 
so lu tion s  to th is problem . Bring them to the table and ask the ir help.

Everyone invo lved with the system  has identified health care costs  as one 
of the prim ary cu lp rits  in the funding shortfa ll. Skyrocketing health care 
co s ts  are a national c r is is  and are behind the m assive in creases in 
Medicare, M edicaid , & W orker Com pensation costs  as well. There is 
nothing the em ployees, the em ployers, the retirees, or any o f the 3 Boards 
have done to cause  th is problem . Until A L L  OF US put p ressure  on 
Cong ress and the health care industry to make changes, we w ill be stuck  
with re lentless pressure  on the retirement funds.

We agree that the em ployers do need re lie f th is year and the next year in 
meeting the ir financia l ob liga tions to the retirement funds. You don ’t need 
to pass th is b ill to provide that funding. Th is bill poses s ign ifican t Pub lic  
P o lic y  questions. Every A laska citizen w ill be affected, not ju s t pub ic 
em ployees. You need to get the pub lic  buy-in for such  major changes.
That w ill be im poss ib le  at th is late date in the sess ion . L isten  to our friends 
@  A A R P  & to others who urge you not to pass SB  141 th is se ss ion . You 
need to take the time to look at reasonable, v iab le options. The final report 
by the M ich igan  actuary firm shou ld  provide you add itional in form ation on 
your next steps for a so lu tion . Invite all the stakeho lders to the table 
during the interim  to com e up with a plan.

We are here today because we want a v iab le system  that w ill meet the 
needs o f our kids, or grandkids, and all future A laskans. Thank you again 
for the opportun ity  to testify.



Municipality of Anchorage
l ’ .O. Ikix HKiGaO • Anchorage, Alaska 00ol*)-f>(jo() • Telephone: (907) 343*4425 • 1 : iln: (907) AM-4450 litl|i://\ttv\v.iiumi.urg

November 19, 2004

Public Employees’ Retirement Board 
PO Box 110203 
Juneau, AK 99811-0203

Members of the Public Employees Retirement System Board:

The Municipality of Anchorage has followed the TIER IV development over the past 
year with much anticipation of and interest in the outcome. The Municipality is the 
second largest PERS employer, second only to the State of Alaska, and the decision made 
by the Board will potentially have significant impact on the Municipality of Anchorage 
and its future employees. As the TIER IV design concept approaches finalization, the 
Municipality of Anchorage would like to offer an opinion on the two options before the 
Board for consideration. The Municipality of Anchorage strongly urges the Board adopt 
the “Second Alternative” or Defined Contribution Alternative as the final TIER IV 
design. Ill is design holds the least liability for employers going forward while still 
offering a competitive retirement product for our future employees.

The Municipality of Anchorage thanks the TIER Committee and the Board for its diligent 
efforts on behalf of the Municipality and its PERS employees.

7/or M ark licyich Departm ent o f  Em ployee R elations

Sincerely,
O  e.<b\opl \ \ W  n e r V t v  z / b

Comman it if. Security, Prosperity



Hire fJala '
Age nt hire 
Ago nl retirement 
Subsidy Start Ago 
Service

Salary
Wage Inllalion

HRA contribution rale 
I IRA accumulation rate

Subsidy Rase (7/1/2003) 
Subsidy index 
Subsidy percent

I IRA l-'und at retirement 
ratal retiree contribution 
Hut retiree cost (w/HRA Ini)

7/1/2005
25

GO
30

$*12,245
3.0%

1.0°,
6.25%

55,962
5%

90%

569.975
5336,970
$262,959

End ol
Yoar HRA

Duration Age Salary Conlribulion Balance
1 25 S42,24u
2 26 S43.S12
3 27 544,818
4 28 $46,162
5 29 $47,5*17
6 30 $48,97*1
7 31 $50,443
8 32 $51,956
9 33 $53,515

10 34 $55,120
11 35 $56,774
12 36 $58,477
13 37 $60,231
14 30 $62,038
15 39 $63,899
16 40 $65,816
17 41 567,791
111 42 $69,825
10 43 $71,919
20 44 $74,077
21 •15 $76,299
22 *10 $78,588
23 47 $80,946
24 48 $83,37*1
25 49 $85,875
26 50 $88,452
27 51 $91,105
28 52 $93,838
29
30

53
54

596,654
599,553

31 55 $0
32 50 $0
33 57 $0
34 68 SO
35 59 so
3(1 60 so
3 / 61 SO
38 62 $0
JU
40

63
64

so
so

$■122 
$435 
$448 
5462 
$475 
S490 
$504 
S520 
S535 
5551 
$560 
5505 
$602 
S620 
$639 
$650 
SO 78 
S698 
S719 
S/41 
$763 
$786 
SB09 
S834 
$859 
$885 
$911 
$938 
5967 
$996

$440 
5929 

$1,471 
52,073 
$2,739 
$3,474 
$4,286 
$5,180 
$6,164 
$7,246 
$8,435 
$9,739 

$11,169 
$12,730 
$14,451 
SI 6.328 
$18,381 
520.624 
$23,073 
$25,748 
S28.666 
$31,848 
$35,318 
$39,099 
S43.2I0 
S47.704 
$52,588 
$57,902 
$63,685 
$69,975

Assumes participant retires Irom system and is receiving system sponsored benefits
Assumes only uso ol HRA lunds is lo pay lor Mel (alter subsidy II applicable) retiree premium contributions
Assumes 30 years lo normal roliremont
Assumes demographic composilion ol pre*Mcdicarc retiree group docs not change Irom current

All oslimatos, based upon the Information available nl a poinl In lime, are subject lo unforeseen and random 
evonls. Therolore any projoclion ntusl bo inlorprclod as having n likely range ol variability Irom tho estimate.

Gross Retiree 
Premium Cost

$537,717

Pro MC Pre MC Retirco
Composite Cornposilo Med/Rx
Premium Trend Premium

Total Stale
Subsidy

$200,739

Subsidy Rellreo
Baso Subsidy

Tola! HRA 
Spend

$74,019

Retiree
Contribution

$7,318 
$8,107 
$8,937 
$9,002 

$10,695 
$11,608 
$12,532 
$13,456 
$14,369 
$15,258 
$16,112 
$16,918 
$17,764 
$18,652 
$19,585 
$20,564 
$21,592 
$22,6/2 
$23,805 
$24,995 
$26,245 
$27,558 
$28,936 
$30,302 
S31,901 
S33.496 
S35.171 
536,030 
$38,776 
S40.716

1.23
1.11
1.10
1.10
1.09
1.09 
1.00 
1 07 
1.07 
1.06 
I.C6
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05 
1 05
1.05
1.05
1.05 
1 05 
1 05

$0
SO
SO
so
so
$0
$0
$0
so
so
so
$0
SO
so
$0
so
so
SO

so
so
$0
so
so
so
St)
so
so
so
so
so

$7,318 
$7,684 
$8,068 
$8,471 
$8,895 
$9,340 
$9,807 

$10,297 
$10,012 
$11,352 
S11,920 
S12,51G 
SI 3,1 *12 
$13,799 
$14,489 
$15,213 
$1G,97*1 
$10,773 
S17.G11 
$18,492 
S19,416 
$20,387 
$21,407 
$22,477 
$23,601 
$24,781 
$26,020 
$27,321 
$28,687 
$30,121

SO
so
so
so
$0
$0
so
So
so
so
so
so
so
so
so
$0
$0
so
so
$0
so
$0
$0
$0
$0
SO
$0
SO
SO
so

so
so
$0
so
so
$0
so
SO
SO
$0
SO
so
$0
$0
so
so
so
$0
$0
so
$0
$0
$0
$0
so
SO
so
so
so
so

$0 $31,268 $42,751 1.05 $42,751 $31,627 so $42,751

SO SO $4*1,888 1 05 $44,888 $33.2*19 so $44,088

SO $0 S47.133 1.05 $47,133 $34,66 3 so 547,133

SO $0 S49.400 1 OS $49,490 $38,012 $0 549.490

so SO S51.964 1.05 $51,964 $38,443 $0 $51,964

SO $0 $54,582 1.05 $54,502 $40,365 $30,329 SI 8,23*1

so $0 $57,250 1 05 557,290 $42,383 $38,145 S19,145

SO SO $>•,* t.1V> 1 05 $60,155 $44,503 $40,052 $20,102

SO
$0

$0 S63.163 1 05 $63,163 $40,728 542.055 $21,108

SO S66.32I 1 05 $66,321 $49,064 <14,158 $22,163

Marcel Human Resource Consulting / / frfluc*-" Uir-A-- I ’/-

Beg ol 
Year HRA 
Balanco

HRA
Spend

SO SO
$0 SO
SO SO
so SO
SO $0
SO $0
SO $0
SO $0
SO SO
SO SO
so SO
so SO
so so
so so
so SO
so SO
so so
sc $0
so $0
so $0
so $0
so $0
so $0
so so
so $0
so $0
so $0
so so
so so
so $0

569,9/5
$31,200

$42,751
$31,268

so $0
so $0
so $0
so SO
so $0
so $0
SO $0
$0 SO

Run Polo: *1/12/2005
Slate ol Alaska ©



Projected Values for Health Reimbursement Accounts

1. PERS “other” early hire -  1 % HRA
2. PERS “other” early hire -  2% HRA
3. PERS “other” late hire -  1 % HRA
4. PERS “other” late hire -  2% HRA
5. PERS "other” with spouse late hire -  2% HRA
6. PERS police/ fire early hire -  1% HRA
7. PERS police/ fire early hire -  2% HRA
8. PERS police/ fire late hire -  1% HRA
9. PERS police/ fire late hire -  2% HRA
10. PERS police/ fire with spouse late hire -  2% HRA
11. TRS early hire - 1 %  HRA
12. TRS early hire -  2% HRA
13. TRS late hire -  1 % HRA
14. TRS late hire -  2% HRA
15. TRS late hire with spouse -  2% HRA



State of Alaska Public Employees' Retirement System
Projections Based on July 1, 2003 Valuation
Population Growth 1 Percent

Number of Active Members
Valuation

Year

2003

Fiscal
Yoar

2006

Tier 1 Tier 2 Tier 3 Tier 4 Total

8,814 9,747 15,503 34,064

2004 2007 8.047 8,982 13,585 3,790 34,404

2005 2008 7,405 8,317 12,108 6,919 34,749

2006 2009 6,774 7,707 10,932 9,683 35,096
2007 2010 6,186 7,130 9,982 12,150 35,448

2008 2011 5,629 6,580 9,109 14,404 35,802

2009 2012 5,102 6,053 8,483 16,522 36,160

2010 2013 4,596 5,541 7,828 18,556 36,521

2011 2014 4,116 5,060 7,221 20,490 36,887

2012 2015 3,657 4,598 6,662 22,338 37,255

2013 2016 3,227 4.163 6,142 24,096 37,628

2014 2017 2,823 3,759 5,662 25,760 38,004

2015 2018 2,442 3,351 5,209 27,382 38,384

2016 2019 2,088 2,970 4,785 28,925 38,768

2017 2020 1,765 2,612 4,387 30,392 39,156

2018 2021 1,466 2,286 3,998 31,797 39,547

2019 2022 1,204 2,003 3,604 33,132 39.943

2020 2023 971 1,739 3,229 34.403 40,342

2021 2024 769 1,499 2,876 35,601 40,745

2022 2025 602 1,281 2,551 36,719 41,153

2023 2026 457 1,087 2,248 37,773 41,565

2024 2027 342 914 1,965 38,759 41,980

2025 2028 251 761 1,726 39,662 42.400

2026 2029 176 629 1,516 40,503 42,824

2027 2030 121 513 1,324 41,294 43,252

2028 2031 82 413 1,147 42.043 43,685

Projected Salaries

Tier 1 Tier 2 Tier 3 Tier 4 Total

445,612.413 444,684,916 570,485,671 - ' 1.460,783,000
467,087,982 466,115,785 597,979,304 - 1,531,183,071
443,170,178 450,811,828 555,400,922 135,653,981 1,585,036,909
424,502,518 437,058,318 524,190,528 258,937,144 1,644,688,508
403,437,555 423,347.289 500,700,859 379,263,597 1,706,749,300
382,811,771 408,881,345 482,626,935 497,736,648 1,772,056,699
361,864,984 393,298,549 468,217,939 617,020,112 1,840,401,584
340,672,881 377,023,399 454,701,421 739,749,209 1,912,146,910
318,726,365 359,035,502 440,790,891 868,339,057 1,986,891,815
296,324,286 341,498,361 426,172,270 1,001,713,372 2,065,708,289
273.207.199 322,670,777 411,338,155 1,140,931,235 2,148,147,366
250,100,955 303,593,105 395,776,219 1,285,453,959 2,234,924,238
227,013,934 285,172,271 380,239,911 1,435,170,115 2,327,596,231
203,568.141 263.142,249 364.638,155 1,592,183,766 2,423,532,311
180.221.422 241,135,972 349,270,550 1,754,077,565 2,524,705,509
157,594.474 219,036,817 334,095,610 1,921.529,873 2,632,256,774
135,374.479 198.287,761 316,989,771 2.095,331,*>48 2.745.983.259
114,803.685 180,436,391 295,789,651 2,275,266,070 2,866,295,797
95,361,469 162,631.692 274,183.515 2,461,558,447 2,993,735,123
77,984,925 145,383,837 252/36,495 2.653,379.532 3.129,154,789
62.993,027 128,788,268 t,466,581 2,850,292,445 3,273,540.321
49,492,319 113,259,938 210.793.089 3,053.333,799 3,426.879,145
38 098,152 98,589,336 190,319,061 3,262,437,964 3.589.444,513
28.813.450 85.087.382 173.172.799 3,475,706,069 3,762.779.700
20,882,176 72,578,868 157,741,958 3,693,564,973 3,944.767,975
14 715,638 61,276.477 142.887.499 3.918.714.657 4.137.594,271

Z



State of Alaska Teachers' Retirement System
Projections Based on July 1, 2003 Valuation
Population Growth 1 Percent

Annual Payment To Past Service Cost (OOP's)*
Valuation

Year
Fiscal
Yoar Tier 1 Tier 2 Tier 3 Total

2003 2006 t
| 6 , 641,180

2004 2007 6,980 9,593 - 16,573
2005 2008 17,788 24,905 3,006 45,699
2006 2009 25,439 39,182 10,938 75,559
2007 2010 32,308 52,810 22,625 107,743
2008 2011 37,667 65,879 38,629 142,175
2009 2012 41,798 78,123 59,033 173,954
2010 2013 44,603 90,110 84,663 219,376
2011 2014 41,368 91,262 104,203 236,833
2012 2015 36,134 89,494 122,882 248,510
2013 2016 32,120 86,133 142,453 260,706
2014 2017 28,198 82,184 163,044 273,426
2015 2018 24,584 78,105 184,063 286,752
2016 2019 21,092 73,696 205,866 300,654
2017 2020 17,728 68,979 228,378 315,085
2018 2021 14,436 64,019 251,717 330,172
2019 2022 11,255 58,561 276,071 345.887
2020 2023 8,295 52,544 301,457 362,296
2021 2024 5,958 45,885 327,731 379,574
2022 2025 4,243 40,041 353,458 397,742
2023 2026 3,018 34,630 379,047 416,695
2024 2027 2,077 28,560 405,767 436,404
2025 2028 1,412 21,972 431,092 454,476
2026 2029 634 13,123 312,993 326,750
2027 2030 297 9,099 264,947 274,343
2028 2031 129 5,595 203,072 208,796

Total 459,561 1,304,484 4,877,135 6,641,180

• Expected employer contributions paid during liscal year

Present Value of Past Service Cost Payments (OOP's)" 

Tier 1 Tier 2 Tier 3 Total
Valuation Fiscal

Year Year

234,981 556,468 1^292,193] 2,083,642
- - - 2003 2006

6,197 8,518 - 14,715 2004 2007
14,590 20,427 2,465 37,482 2005 2008
19,275 29,688 8,288 57,251 2006 2009
22,614 36,965 15,837 75,416 2007 2010
24,356 42,598 24,978 91,932 2008 2011
24,967 46,666 35,263 106,896 2009 2012
24,612 49,724 46,718 121,054 2010 2013
21,088 46,521 53,118 120,727 2011 2014
17,016 42,143 57,866 117,025 2012 2015
13,973 37,469 61,970 113,412 2013 2016
11,332 33,027 65,521 109,880 2011 2017
9,126 28,995 68,331 106,452 2015 2018
7,233 25,274 70,601 103,108 2016 2019
5,616 21,853 72,352 99,821 2017 2020
4,225 18,736 73,668 96,629 2018 2021
3,043 15,832 74,638 93,513 2019 2022
2,072 13,123 75,290 90,485 2020 2023
1,375 10,587 75,614 87,576 2021 2024

904 8,534 75,335 84,773 2022 2025
594 6,818 74,631 82,043 2023 2026
378 5,195 73,803 79,376 2024 2027
237 3,692 72,434 76,363 2025 2028

98 2,037 48,582 50,717 2026 2029
43 1,305 37,991 39,339 2027 2030
17 741 26,899 27,657 2028 2031

234,981 556,468 1,292,193 2,083,642

* Expoctod employer contributions during liscal yoar, discountod lo Juno 30,2003 at 8.25%

3



Number of Active Members
Valuation Fiscal

State of Alaska Teachers' Retirement System
Projections Based on July 1, 2003 Valuation
Population Growth 1 Percent

Year Year Tier 1 Tier 2 Tier 3 Total

2003 2006 3,533 6,342 •9,875
2004 2007 3,250 5,878 846 . 9,974
2005 2008 2,778 5,474 1,821 10,073
2006 2009 2,461 5,113 2,600 10,174
2007 2010 2,165 4,794 3,317 10,276
2008 2011 1,903 4,499 3,977 10,379
2009 2012 1,655 4,224 4,604 ,0,483
2010 2013 1,421 3,960 5,206 10,587
2011 2014 1,180 3,701 5,812 10,693
2012 2015 1,002 3,408 6,390 10,800
2013 2016 842 3,115 6,951 10,908
2014 2017 703 2,841 7,473 11,017
2015 2018 579 2,575 7,973 11,127
2016 2019 468 2,320 8,451 11,239
2017 2020 368 2,075 8,908 11,351
2018 2021 278 1,831 9,356 11,465
2019 2022 201 1,586 9,792 11,579
2020 2023 142 1,336 10,217 11,695
2021 2024 99 1,125 10,588 11,812
2022 2025 70 940 10,920 11,930
2023 2026 47 745 11,257 12,049
2024 2027 32 548 11,590 12,170
2025 2028 21 462 11,809 12,292
2026 2029 12 389 12,013 12,414
2027 2030 7 321 12,211 12,539
2028 2031 4 260 12,400 12,664

Projected Salaries
Valuation Fiscal

Tier 1 Tier 2 Tier 3 Total Year Year

•224,321,356 308,308,644
*

532,630,000 2003 2006
234,219,606 321,912,859 - 556,132,465 2004 2007
223,184,546 312,480,238 37,711,792 573,376,576 2005 2008
197,505,616 304,204,838 84,924,658 586,635,112 2006 2009
181,302,565 296,350,944 126,966,178 604,619,687 2007 2010
165,278,628 289,067,834 169,500,401 623,846,863 2008 2011
150,568,581 281,424,078 212,655,302 644,647,961 2009 2012
135,653,981 274,058,655 257,489,490 667,202,126 2010 2013
120,738,837 266,359,405 304,130,800 691,229,042 2011 2014
104,129,396 257,896,541 354,113,311 716,139,248 2012 2015
91,516,579 245,407 254 405,873,541 742,797.374 2013 2016
79,515,576 231,752,432 459,769,165 771,037,173 2014 2017
68,718,148 218,322,646 514,504,374 801,545,168 2015 2018
58,527,452 204,500,661 571,260,238 834,288,351 2016 2019
48,901,037 190,275,091 629,969,112 869,145,240 2017 2020
39,625,543 175,721,394 690.920,442 906,267,379 2018 2021
30,763.576 160,070,010 754,611,837 945,445,423 2019 2022
22,597,174 143,143,575 821,249,702 986,990,451 2020 2023
16,196,454 124,733,989 890,898,931 1,031,829,374 2021 2024
11,524,721 108,766,612 960,136.374 1,080,427,707 2022 2025
8,200,329 94,088,348 1,029,847.409 1,132,136,086 2023 2026
5.650.344 77,695,776 1,103,866,284 1,187,212,404 2024 2027
3,869,034 60,221,757 1,181,532,316 1,245,623,107 2025 2028
2.535.473 52.493,844 1,251.970.579 1,306.999,896 2026 2029
1,484,959 45,493,666 1,324,737,179 1,371,715,804 2027 2030

887,477 38.582.813 1,400.496,073 1,439.966.363 2028 2031
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Hi Katie:
1 w anted to let you know th a t Mercer has costed Llie medical benefits for House CS for 
CS for Senate Bill No. 141 (STA)

Mercer sta tes, "we have analyzed the expected liabilities associated with the new tier 
described in H ouse Bill 238 medical provisions. The analysis is based on the following: 

Coverage is available only lo members who retire from the System 
a t normal retirem ent (age 60 with 10 years of service) or after 30 years of service.

M embers or their spouses who are less than age 60 pay the full cost for their
coverage.

Upon reaching age 60. m em bers (or their spouses) are ellgibe for System- 
subsidized medical coverage. They will receive a defined subsidy am ount based on 
Medicare eligibility s ta tu s  and service duration (3% per year of service, up  to 30 years). 
Based on these provisions we estim ate that the current norm al cost ra te  (as a 
percentage of total payroll) will be 1.0% for TRS and 1.1% for PERS."

It took longer because I asked Mercer to run  the models again. Please let me know if 
you have any  questions. Thanks.

Melanie M illhorn, D irector 

State of A laska

Departm ent o f Adm in istra tion  - D ivision of Retirem ent & Benefits 

PO Box «10203 

Juneau. AK 99811-0203 

(907) 465-4408 (voice)

(9 0 7 )4 6 5 - .655 (fax)

(800) 821-2251 Toll-Free

C onfidentia lity S tatem ent

This m essage (includ ing any attachm ents) contains confidential in form ation intended (or a 

specific ind iv idua l and purpose, and is protected by law. If you are not the intended recipient, you 

should delete th is m essage. Any disclosure, copying, or d istribution o f th is m essage, or the taking 

of any action based on it. is strictly prohibited.



Hiro Dalo 
Ago nl hiro 
Ago nl (olifcmonl 
Subsidy Slarl Ago 
Sorvico

7/1/2003
 GO
 GO
 GO

10

Subsidy Base Pro MC 
Subsidy Baso MC Eligible 
Subsidy indox 
Discounl Ralo 
I IB 238 Subsidy porcont 
SB 141 Conlribullon porcur

$5,062
$2,903
' 5%
B.25%|

30%
30%

Duration Ano

Valuation
Medical
Claim
Cost

Morlicnl
Trond
Factor

Medical
Aging
Factor

Valuation 
Rx Claim 

Cost
Rx Trend 

Factor
Rx Aging 

Faclor

Valuation 
Tolal Claim 

Cosl
1 50 $3,998 10.0% 2.5% $784 15.0% 3.5% $0
2 51 $4,508 95% 2.5% $934 14 0% 3.5% $0
3 52 $5,060 9.0% 2.5% $1 102 13.0% 3.5% $0
4 53 $5,653 8.5% 2.5% $1,288 12.0% 3.5% SO
5 54 $6,28/ 0.0% 2.5% $1,494 11.0% 3.5% $0
6 55 $6,960 7.5% 3.5% $1,716 10.0% 3.0% $0
7 56 $7,744 7.0% 3.5% $1,944 9 0% 3.0% $0
8 57 $8,576 6.5% 3.5% $2,163 8.0% 3.0% $0
9 58 $9,453 6.0% 3.5% $2,428 7.0% W ” $0

10 59 $10,371 5.5% 3.5% $2,676 60% 3.C $0
11 60 S11,324 5.0% 3 5% $2,922 5.0% 3 0 .. $14,246
12 61 $12,306 5 0% 3.5% 53,160 5.0% 30% $15,466
13 62 $13,374 50% 3.5% $3,417 5 0% 3.0% SI 6,791
14 63 £14,534 5.0% 3.5% $3,696 5.0% 30% $18,230
15 64 $15,795 5.0% 3.5% S3,997 50% 3.0% $19,792
16 65 $3,198 5.0% 4.0% $3,382 50% 1.5% $6,580
17 66 $3,492 5 0% 4.0% $3,604 5.0% 1.5% $7,096
IB 67 $3,813 5.0% 4.0% $3,841 5.0% 1.5% 57,655
19 66 $4,164 5 0% 4.0% $4,094 5.0% 1.5% $0,258
20 69 $4,54/ 50% 4.0% $4,363 5,0% 1.5% $8,910
21 70 $4,966 5.0% 4.0% $4,650 5.0% 1 5% SO,616
22 71 $5,422 5.0% 4.0% $4,956 5 0% 15% $10,378
23 72 $5,921 50% 4.0% $5,282 5 0% 1.5% $11,203
24 73 $6,466 50% 4.0% $5,629 5.0% 1.5% $12,095
25 74 57.0G1 50% 4.0% $5,999 5 0% 1.5% $13,060
26 75 $7,711 50% 1.5% $6,393 5 0% 0.5% $14,104
27 76 $8,218 5 0% 1.5% $6,747 5 0% 0.5% $14,964
28 77 $8,758 5 0% 1.5% $7,119 5 0% 0 5% $15,877
29 78 $9,334 5 0% 1.5% $7,513 5 0% 0 5% $16,816
30 79 $9,947 5 0% 1.5% $7,928 5 0% 05% SI 7,675
31 80 $10,601 50% 1.5% $8,366 5 0% 0 5% $18,967
32 81 $11,298 50% 1 5% $8,828 5 0% 0 5% $20,126
33 82 $12,041 5 0% 1.5% $9,316 5 0% 0 5% $21,357
34 03 $12,033 5 0% 1.5% $9,830 5 0% 0 5% $22,663
35 84 $13,677 5 0% 1.5% $10,374 5 0% 0.5% $24,050
36 85 S14,576 5 0% 0.5% $10,947 50% 00% $25,523
37 86 $15,381 0% 0 5% $11,494 5 0% 0 0% S26 675
38 87 $16,231 50% 0 5% SI 2,069 5 0 ,. 00% $28,300
39 68 $17,128 5 0% 0 5% SI 2,072 5.0% 00% $29,800
40 HI) $18,0/4 6.0% 0 5% $13,306 5 0% 0 0% $31,380
41 90 $19,073 50% 05% $13,971 5 0% 0 0% 533,044
42 9' $20,127 5 0% 0 5% $14,670 5 0% 0 0% $34,796
43 92 $21,239 5 0% 0 5% $15,403 60% 0 0% $30,642

. Moicor Human Hosourco Consulting

Assumes participant roliros Irom syslom and is receiving syslom sponsored bonoliis 
Assumes 30 yoars lo normal rotiromonl
Assumes demographic composition ol roliroo group doos not change Irom curroni
All oslimalos, based upon Iho information available al a point in time, are subjoct lo unlorosoon and randoi
ovonls. Thoreforo any projection must bo intorproted as having a bkoly rango ol variability Irom tho oslima

Gross Cash Flow 
Presont Valuo at Retirement

House Bill
238

Toiel Slain
Subsidy
$179,627
$30,220

Senate Bill 
141

Tolol Slnlo Total Roliroo 
Subsidy Contribution 
$634,600 $279,289
555,850 $77,819

Medical /
Pro MC MC Elig Rx Roliroo

Composilo Composilo Composilo Mod/Rx
Promium Promium Trond Premium

Subsidy
Baso

Subsidy Baso Modicaro
Pro-Medicare Eligible

Valuation
Subsidy

Vnlualion Roliroo
Subsidy Contribution

$5,962 $2,903 1.11 SO 55,962 $2,903 $0 SO SO
$6,572 $3,216 1.10 so $6,260 $3,048 $0 SO SO
$7,208 $3,527 1.10 $0 $6,573 $3,201 SO SO $0
$7,005 $3,849 1.09 $0 $6,902 S3,361 so SO $0
$8,536 $4,177 1.09 so $7,247 $3,529 $0 SO so
$9,216 $4,510 1 08 so $7,609 $3,705 $0 $0 SO
$9,095 $4,842 1.07 so $7,990 $3,890 $0 $0 so

$10,567 $5,171 1.07 $0 $8,389 $4,085 so $0 $0
$11,221 $5,491 1.06 so $8,809 $4,289 $0 $0 so
$11,849 $5,798 1.06 so $9,249 $4,504 $0 $0 SO
$12,441 S6.0BB 1.05 $12,441 $9,711 $4,729 $2,913 SO $12,441
$13,063 $6,393 1 05 $13,063 $10,197 $4,965 $3,059 SO $13,063
$13,716 $6,712 1.05 S13.71G $10,707 $5,213 $3,212 $0 $13,716
S14.402 S7.048 1.05 $14,402 $11,242 $5,474 $3,373 So $14,402
$15,122 $7,400 1 05 S15.122 $11,804 $5,748 $3,541 so $15,122
$15,879 $7,770 1.05 $7,770 $12,395 $6,035 $1,811 54,249 $2,331
$16,672 $8,159 1.05 $8,159 $13,014 $6,337 $1,901 S4,6<>9 $2,448
$17,506 $8,567 1 05 $8,567 $13,665 $6,654 S 1,996 $5,085 $2,570
$18,381 $8,995 1.05 $8,995 S14.348 $0,986 $2,096 $5,560 $2,699
$19,300 $9,445 1 05 $9,445 $15,066 $7,336 $2,201 56.0 r $2,833
$20,265 $9,917 1.05 $9,917 S15.819 $7,703 $2,311 SO,6 0 $2,975
$21,279 $10,413 1.05 $10,413 $16,610 $8,088 $2,426 $7,254 $3,124
$22,343 $10,934 1 05 $10,934 SI 7,440 $8,492 S2.548 $7,923 $3,280
$23,460 $11,480 1.05 $11,480 $18,312 $8,917 $2,675 $8,651 S3,44 1
$24,633 $12,054 1.05 $12,054 $19,228 $9,362 $2,809 $9,444 $3,610
$25,864 $12,657 1 05 SI 2,657 $20,109 $9,831 $2,949 $10,307 $3,797
$27,158 $13,290 1.05 S13,290 $21,199 $10,322 S3,097 $10,977 $3,987
$20,516 $13,954 1 05 $13,954 $22,259 SI 0,838 $3,251 $11,691 $4,186
$29,941 $14,652 1.05 $14,652 $23,372 $11,380 $3,414 S12,451 $4,396
$31,438 $15,385 1.05 S15,385 $24,540 $11,949 S3,585 S13.2G0 $4,615
$33,010 $16,154 1 05 SI6.154 S25.767 $12,547 $3,764 $14,121 S4.04G
$34,661 $16,961 1 05 $16,961 $27,056 $13,174 $3,952 SI 5,030 $5,088
$36,394 $17,810 1 05 S17.810 $28,409 $13,833 $4,150 $16,014 $5,343
$38,214 $18,700 1.05 $18,700 S29.829 $14,524 $-1,357 $17,053 $5,610
$40,124 S19,635 1.05 SI 9,635 S31,320 $15,250 $4,575 $10,160 $5,891
$42,131 $20,617 1 05 $20,617 $32,886 SI 6,013 $4,804 $19,338 $6,185
$44,237 S21,648 1.05 $21,648 $34,531 $16,814 $5,044 $20,381 $6,494
$46,449 $22,730 1.05 $22 730 S3G.257 SI 7,654 $5,296 $21,481 $6,819
$40,771 $23,866 1 05 $23,866 $38,0/0 $18,537 $5,561 $22,640 $7,160
$51,210 $25,060 1 05 S25.060 $39,9/4 $19,464 S5.839 $23,862 S7.5IB
$53,770 $26,313 1.05 $26,313 $41,972 $20,437 $6,131 $25,150 $7,894
$50,459 $27,628 1.05 $27,620 $44,071 $21,459 S6.438 $26,508 $8,289
$59 282 $29,010 1 05 $29,010 S46.275 S22.532 $6,760 $27,939 $8,703

Run Dfllo 5/2/2005
Slnto ol Alaska



Hiro Dato 
Ago al hire 
Ago al reliremenl 
Subsidy Start Ago 
Service

7/1/2003
50
60
60
10

Assumes participant retires Irom syslom and is rocoivlng systom sponsored benefits 
Assumes 30 yoars lo normal rollromoiil
Assumos domographic composilion ol roliroo group doos not change Irom curronl
All oslimalos, basod upon Iho information available al a point in limo, aro subject lo unlorosoon and randoi
ovonls. Thoroloro any projoclion must bo inlorprolod as having a likoly rango ol variabilily Irom Iho ostima

Subsidy Baso Pro MC 
Subsidy Baso MC Eligible 
Subsidy indox 
Discount Halo 
MB 238 Subsidy porcont 
SB 141 Contribution porcor

^'$5,962
$2.903

5%
8.25%

30%
30%

Duration Ago

Valuation
Modical
Claim
Cost

Medical
Trond
Factor

Medical
Aging
Faclor

Valuaihn 
Rx Claim 

Cost
Rx Trond 

Faclor
Rx Aolng 
Faclor

Valuation 
Tolal Claim 

Cost
44 93 $22,412 5.0% 0.5% $16,173 5.0% 0.0% $38,585
45 94 $23,650 5.0% 0.5% $16,982 5.0% 0.0% $40,632
46 95 $24,957 5.0% 0.5% $17,831 5.0% 0.0% $42,788
47 96 $26,336 5.0% 0.5% $18,723 5.0% 0.0% $45,058
48 97 $27,791 5.0% 0.5% $19,659 5.0% 0.0% $47,450
49 98 $29,326 5.0% n.5% $20,642 5.0% 0.0% $49,968
50 99 $30,947 5.0% S% $21,674 5.0% 0.0% $52,620

Gross Cash Flow 
Present Value at Retirement

Modical /
Pro MC MC Elio Rx Rotireo

Composite Composilo Composilo Mod/Rx
Promium Promium Trond Promium

$62,246 $30,460 1.05 $30,460
$65,358 $31,983 1.05 $31,983
S68.626 $33,583 1.05 $33,583
$72,057 $35,262 1.05 $35,262
$75,660 $37,025 1.05 $37,025
$79,443 $38,076 1.05 $38,876
$83/16 $40,820 1.05 $40,020

House Bill
238

Tolal Slalo
Subsidy
$179,627
$30,220

Subsidy Baso 
Pro-Modicoro

Subsidy
Baso

Modicnro
Eligiblo

Valuation
Subsidy

Senate Bill 
141

Total Slato Total Rrtiroo 
Subsidy Contribution 
$634,600 $279,289
$55,850 S77.B19

Valuation Roliroo
Subsidy Contribulion

$48,588 $23,658 $7,098 $29,447 $9,138
$51,018 $24,841 $7,452 $31,037 $9,595
$53,569 $26,083 $7,825 $32,713 $10,075
$56,247 $27,388 $8,216 $34,480 $10,578
$59,059 $28,757 SB,627 $36,34'’ $11,107
$62,012 $30,195 $9,058 $38,305 $11,603
$65,113 $31,705 S9.511 $40,374 $12,216

RunDmu 5/2/2005
Morcor Human Rosourco Consulting Slfllo Ol Al.isKo



Hiro Doto 
Ago nl hiro 
Ago nl reliromonl 
Subsidy Start Ago 
Service

7/1/2003
40
60
60
20

Assumes participant reliros Irom syslom and is receiving syslom sponsorod bonofils 
Assumes 30 yonrs lo normal roliroment
Assumos demographic composition o! roliroo group doos nol change Irom curront
All estimates, bnsod upon Iho Information available at a point in lime, aro subject lo unloroseon and randot
ovonls. Thoreforo any projection must bo Inlorprolod as having a likoly rango ol variability Irom tho oslima

Subsidy Baso Pro MC 
Subsidy Baso MC Eligible 
Subsidy iridox 
Discount Rato 
HB 238 Subsidy percent 
SB 141 Contribution porcer

$6,062
$2.903

5%
B.25%

60%
20%

Gross Cash Flow 
Present Value at Retirement

House Bill
238

Total Slnlo
Subsidy
$585,187
$98,449

Senate Bill 
141

Tolal Stalo Totnl Roliroo 
Subsidy Contribution 

$1,148,015 $340,615
$102,980 S114,753

Valualion Modical /
Modical Modical Motlical Valualion Valuation Pro MC MC Elig Rx Hollroo
Claim Trond Aging Rx Claim Rx Trond Rx Aging Tolal Claim Composilo Composilo Composilo Mod/Rx

Duration Aye Cosl Faclor Faclor Cosl Faclor Faclor Cost Promium Promium T rond Promium

Subsidy
Baso

Subsidy Base Motlicaro
Pro-Modicaro Eligiblo

Valuation
Subsidy

Valuation Roliroo
Subsidy Contribution

1 40 $3,201 10.0% 2.0% $530 15.0% 4.5% $0 $5,962 $2,903 1 11 $0 $5,362 $2,903 $0 $0 SO
2 41 $3,591 9.5% 2.0% $637 14.0% 4.5% $0 $6,572 $3,216 1,10 $0 $6,260 $3,048 $0 SO $0
3 42 54,011 9.0% 2.0% $759 13.0% 4.5% so $7,208 $3,527 1.10 $0 $6,573 S3,201 SO SO SO
4 43 $4,460 8.5% 20% $B9G 12.0% 4.5% $0 $7,865 53,849 1.09 $0 $6,902 $3,361 $0 $0 SO
5 44 $4,936 8.0% 2.0% $1,049 110% 4.5% so $8,536 $4,177 1.09 SO $7,247 $3,529 $0 $0 SO
C 45 $5,437 7.5% 2 5% $1,216 10.0% 3.5% $0 $9,216 $4,510 1.08 $0 $7,609 53,705 $0 $0 $0
7 46 $5,991 7.0% 2.5% $1,385 9.0% 3.5% $0 $9,895 $4,842 1.07 $0 $7,990 $3,890 so SO $0
8 47 $6,570 6 5% 2.5% $1,582 8.0% 3.5% so $10,567 $5,171 1.07 $0 $8,389 $4,085 so SO SO
9 48 $7,173 6.0% 2.5% $1,746 7.0% 3.5% $0 $11,221 55,491 1.06 $0 S8.809 S4.209 $0 $0 SO

10 49 57,793 5.5% 2.5% $1,934 60% 3.5% $0 $11,849 $5,798 1 OG SO $9,249 $4,504 $0 SO $0
11 50 $8,427 5.0% 2.5% $2,122 5.0% 35% so $12,441 56,088 1.05 $0 $9,711 $4,729 SO SO SO
12 51 $9,070 5.0% 2.5% $2,306 5.0% 3.5% so $13,063 $6,393 1.05 SO $10,197 S4.965 so SO $0
13 52 $9,761 5.0% 2.5% $2,506 5.0% 35% $0 $13,716 $6,712 1.05 $0 $10,707 $5,213 so $0 $0
14 53 $10,506 5.0% 2 5% $2,723 5.0% 3.5% $0 $14,402 57,048 1.05 $0 $11,24? S5.474 so SO $0
15 54 $11,307 5.0% 2.5% $2,960 5.0% 3.5% so $15,122 57,400 1 05 so $11,804 $5,748 $0 $0 $0
16 55 $12,169 50% 3.5% $3,216 50% 3.0% $0 $15,870 $7,770 1 05 $0 SI 2.395 $6,035 so $0 SO
17 56 $13,224 5.0% 3.5% $3,479 5.0% 3.0% so $16,672 $8,159 1.05 so S 13,014 S6.337 $0 SO SO
18 57 $14,372 5.0% 3 5% $3,762 5.0% 30% so $17,506 $8,567 1.05 50 $13,665 $6,654 so $0 SO
19 58 $15,618 5.0% 3.5% $4,069 5.0% 30% $0 $18,381 $8,995 1.05 $0 $14,348 $6,986 $0 $0 SO
20 59 $16,973 5.0% 3 5% $4,400 5.0% 3.0% $0 $19,300 $9,445 1 05 $0 $15,066 $7,336 $0 so SO
21 60 $18,446 5 0% 3 5% $4,759 5.0% 3.0% $23,204 $20,265 $9,917 1.05 S20.265 $15,819 $7,703 $9.49! $0 $20,265
22 61 S20.046 50% 3.5% $5,147 5 0% 3.0% $25,192 $21,270 $10.41? 1.05 $21,279 $16,610 $8,088 $9,966 so $21,279
23 62 $21,785 5.0% 35% $5,566 50% 30% $27,351 $22,343 $10,934 1.05 $22,343 S17.440 $8,492 S 10.464 so $22,343
24 63 $23,674 5.0% 3.5% $6,020 5.0% 30% $29,694 $23,460 $11,480 1.05 $23,460 S18.312 $8,917 $10,987 $0 S23.4GO
25 64 $25,726 50% 3.5% $6,511 5 0% 3.0% $32,239 $24,633 512,054 1 05 $24,633 $19,228 $9,362 $11,537 $0 $24,633
26 65 55,209 5.0% 4.0% $5,509 5 0% 1.5% $10,718 $25,864 SI 2,657 1 05 $12,657 S20.189 $9,831 $5,898 $8,187 $2,531
27 66 $5,688 5.0% 4 0% $5,871 50% 1.5% $11,559 $27,158 $13,290 1,05 $13,290 $21,199 $10,322 $6,193 SB,901 S2.658
28 67 $6,212 5.0% 4.0% $6,257 50% 1.5% $12,469 $28,516 $13,954 1 05 $13,954 $22,259 $10,838 $6,503 $9,678 52,791
29 68 $6,783 5.0% 4 0% $6,66° 50% 1.5% $13,452 $29,941 $14,652 1.05 $14,652 $23,372 $11,360 $6,828 $10,521 $2,930
30 69 $7,407 5.0% 4 0% 57,107 50% 1.5% $14,514 $31,438 $15,385 1 05 $15,385 $24,540 $11,949 $7,169 $11,437 S3,077
31 70 $8,080 5 0% 4.0% 57.574 50% 1.5% $15,663 S33.010 $16,154 1 05 SI 6.154 S25.767 $12,547 $7,528 $12,432 $3,231
32 71 $0,833 5.0% 40% S8.072 5 0% 1.5% $16,905 $34,661 $16,961 1.05 SI 6,961 $27,056 $13,174 S7.904 $13,513 $3,392
33 72 $9,645 5 0% 4 0% $8,603 5 0% 1 5% $18,248 $36,394 $17,810 1 05 $17,010 $23,409 $13,833 $8,300 $14,688 $3,562
34 73 $10,533 50% 4 0% $9,169 5.0% 15% $19,701 $38,214 $18,700 1 05 $18,700 $29,829 $14 524 $8,715 $15,961 $3,740
35 74 $11,502 5.0% 4 0% $9,772 5 0% 1.6% $21,273 $40,124 SI 9,635 1.05 $19,635 $31,320 $15,250 $9,150 SI 7,346 $3,927
36 75 SI 2.560 50% 15% $10,414 50% 0.5% $22,974 $42,131 $20,617 1 05 $20,617 $32,086 $10,013 $9,608 $18,850 $4,123
37 76 $13,385 5 0% 1.5% $10,989 5 0% 0 5% $24,375 $44,237 $21,648 1.05 $21,648 $34,531 $16,814 $10,088 $20,045 $4,330
38 77 $14,266 5 0% 1.5% $11,597 5 0% 05% $25,862 $46,449 $22,730 1 05 $22,730 536.257 $17,654 $10,593 $21,316 54,540
39 78 515,204 5 0% 1.5% $12,237 5 0% 0.5% $27,441 $48,771 S23.866 1 05 $23,866 $38,070 $18,537 $11,122 $22,668 $4,773
10 79 $16,203 5 0% 1.5% SI 2,913 5 0% 05% $29,117 $51,210 $25,060 1 05 $25,060 $39,974 $19,464 $11,676 $24,105 $5,012
41 80 $17,269 50% 1.5% $13,627 5 0% 0 5% $30,895 $53,770 $26,313 1 05 $26,313 $41,972 $20,437 $12,262 $25,633 $5,203
42 81 $18,404 50% 1 5% $14,300 5 0% 0.5% $32,784 55G.459 $27,628 1 05 $27,628 $44,071 $21,459 $12,8/5 $27,258 $5,526
43 82 $19,614 5 0% 1.5% $15,174 5 0% 0 5% $34,788 $59,282 $29,010 1 05 $29,010 $40,275 $22,532 $13,519 $28,986 $5.80?

Morcor Human Hosourco Consulting
Hun Dale 5/2/2005

Stale ot Alaska



Hud Date 
Ago at hiro 
Ago ol reliremenl 
Subsidy Start Ago 
Sur/ico

7/1/2003
 40
 60
 60

20

Subsidy Baso Pro MC 
Subsidy Baso MC Eligible 
f  ibsidy indox 
b'scounl Rnlo 
III) 230 Subsidy porconl 
SB M l Conlribulionporcor

$5.962
$2,003

5%
8.25%

60%
20%

Duration Ago

Valuation
Modical
Claim
Cosl

Modical
Trond
Factor

Modcal 
Aging 
Faclor

Valuation 
Rx Claim 

Cosl
Rx Trond 

Faclor
Rx Aging 

Faclor

Valuation 
Tolal Claim 

Cosl
44 83 $20,904 5.0% 1.5% $16,013 5.0% 0.5% $36,916
45 84 $22,278 5.0% 1.5% $16,897 5.0% 0.5% $39,175
46 85 $23,743 5.0% 0.5% $17,831 50% 0.0% $41,574
47 86 $25,055 5.0% 05% $18,723 5.0% 0.0% 543 777
48 87 $26,439 5.0% 05% $19,659 5.0% 0.0% $46,098
49 88 $27,900 5.0% 0 5% $20,642 5.0% 00% $48,541
50 89 $29,441 5.0% 0 5% $21,674 5.0% 0.0% $51,115
51 SO $31,068 5.0% 0,5% $22,757 5 0% 0.0% $53,825
52 91 532,784 5.0% 0.5% $23,895 5.0% 0.0% $56,679
53 92 $34,596 5.0% 0 5% $25,090 o.0% 0.0% $59,685
54 93 $36,507 5 0% 0 5% $26,344 5 0% 00% $62,851
55 94 $38,524 5 0% 05% $27,662 50% 0 0% $66,186
56 95 $40,652 5 0% 05% $29,015 5.0% 00% $69,697
57 96 $42,898 50% 0 5% $30,497 5.0% 0 0% $73,395
58 97 S45.269 5.0% 0 5% $32,022 5.0% 0.0% $77,290
59 98 $47,770 5 0% 0 5% $33,623 5 0% 00% $81,393
60 99 $50,409 5 0% 0.6% $35,301 5 0% 00% $85,713

Morcor Human Flosourco Consulting

Assurnos participant roliros Irom syslom and Is rocoiving system sponsored bonolils 
Assumos 30 yoars lo normal roliromonl
Assumes domogrnph'o composilion ol roliroo group (loos not change Irom curronl
All oslimatos, basod upon iho information available al e polo! In limo, aro subject lo unloroseon and randoi
ovonls. Thoretoro any projection must bo intorprotcd as having a IIKoly rango ol variability Irom Iho osllmn

Gross Cash Flow 
Present Value at Retirement

House Bill
238

Tolal Slalo
Subsidy
$585,187
$98,449

Senate Bill 
141

Total Stalu Tolal Roliroo 
Subsidy Conlribulion 

$1,148,015 $340,615
$102,980 S114.753

Modical /
Pro MC MC Elig Rx Roliroo

Composite Composilo Composite Mod/Rx
Promium Promium Trond Promium

Subsidy
Baso

Subsidy Baso Modicaro
Pro-Modicaro Eligible

Valuation
Subsidy

Valuation Roliroo
Subsidy Conlribulion

$62,246 $30,460 1.05 $30,460 $48,588 523,658 514,195 $30,824 56,092
$65,358 $31,983 1.05 $31,983 $51,018 $24,841 514.905 $32,779 $6,397
$68,626 533,583 1.05 $33,583 $53,569 $26,083 $15,650 $34,857 56,717
$72,057 $35,262 1.05 $35,262 $56,247 527,388 $16,433 $36,725 $7,052
$75,660 $37,025 1.05 $37,025 $59,059 528,757 517,254 $38,693 57,405
$79,443 $38,876 1.05 $38.d76 $62,012 S30.195 $18,117 $40,766 57.775
$83,416 $40,820 1 05 $40,820 565,113 $31,705 519.023 $42,SSI $8,164
$87,586 $42,861 1.05 $42,861 $68,369 $33,290 $19,974 $45,253 $8,572
591,966 $45,004 1 05 $45,004 571,787 $34,954 $20,973 $47,679 $9,001
$96,564 $47,254 1 05 547.254 $75,376 $38,702 $22,021 $50,235 59.451

$101,392 $49,617 1.05 $49,617 $79,145 $38,537 $23,122 $52,928 S9.923
$106,462 $52,098 1.05 $52,098 583,103 $40,464 524.278 $55,766 $10,420
S111.785 $54,702 1.05 $54,702 $87,250 $42,487 525,492 $58,757 $10,940
S117,374 $57,438 1.05 S57.438 $91,621 544,612 526.767 561,908 $11,488
5123,243 $60,309 1.05 $60,309 $96,202 $46,842 $28,105 $65,229 $12,062
$129,405 $63,325 1.05 $63,325 $101,012 $49,181 $29,511 $68,728 $12,665
$135,875 $66,491 1 05 $66,491 $106,062 $51,644 $30,986 S72.415 $13,298

Hun Onto 5/2/2005
Slate ol Alaska



Hiro Dale 
A go nl hiro 
Ago nl roliromoiit 
Subsidy Start Ago 
Sorvico

Subsidy Baso Pro MC 
Subsidy Baso MC Eligible 
Subsidy index 
Discounl Ralo 
MB 238 Subsidy percent 
SB M l Conlribulionpercor

Duration Ago

Valuation
Modical
Claim
Cosl

Modical
Trond
Factor

Medical
Aging
Faclor

Valuation 
Rx Claim 

Cosl
Rx Trond 

Faclor
Rx Aging 

Faclor

Valualion 
Tolal Claim 

Cosl
1 30 $2,626 10.0% 2.0% $341 15.0% 4.5% $0
2 31 $2,946 9.5% 2.0% $410 14.0% 4.5% $0
3 32 $3,291 9.0% 2.0% $489 13.0% 4.5% $0
4 33 $3,658 8.5% 2.0% $577 12.0% 4.5% $0
5 34 $4,049 8.0% 2.0% $675 11.0% 4.5% $0
6 35 $4,460 7.5% 2.0% $783 10 0% 4.5% $0
7 36 $4,891 7.0% 2.0% $900 9.0% 4.5% $0
8 37 $5,338 6.5% 2.0% $1,026 u.0% 4.5% SO
9 38 $5,798 6.0% 2.0% $1,158 7.0% 4.5% SO

10 39 $6,269 5.5% 2,0% $1,294 6.0% 4.5% SO
11 40 $6,746 5.0% 2.0% $1,434 5.0% 4.5% $0
12 41 $7,225 5.0% 2.0% $1,573 5.0% 4.5% so
13 42 $7,738 5.0% 2.0% $1,726 5.0% 4.5% $0
14 43 $8,288 5.0% 20% $1,894 5.0% 4.5% $0
15 44 $8,876 5.0% 2.0% $2,078 5 0% 4 5% so
16 45 S9.506 5.0% 2.5% $2,280 5 0% 35% $0
17 46 $10,231 5.0% 2.5% $2,478 5.0% 35% $0
18 47 $11,011 5.0% 25% $2,693 5.0% 3.5% $0
19 48 $11,851 50% 25% $2,927 5.0% 3.5% $0
20 49 $12,754 5.0% 2 5% $3,180 5.0% 3.5% $0
21 60 $13,727 5.0% 2.5% $3,456 50% 3.5% so
22 51 $14,774 50% 2.5% $3,756 5.0% 3.5% so
23 52 $15,900 5.0% 2.5% $4,082 6 0% 3.5% so
24 53 $17,112 5.0% 2 5% $4,436 5.0% 3 5% SO
25 54 $18,417 5.0% 25% $4,821 5.0% 3.5% $0
26 55 SI 9,821 5.0% 3.5% $5,239 5.0% 30% $0
27 56 $21,541 5 0% 3.5% 55,666 50% 30% $0
28 57 $23,410 5.0% 3.5% $6,128 5 0% 3.0% $0
29 58 $25,440 50% 3 5% $6,627 50% 30% so
30 39 $27,647 5.0% 3.5% $7,168 5.0% 30% so
31 60 $30,046 5.0% 3.5% S7,752 5 0% 3 0% $37,798
32 61 $32,652 50% 3 5% 58.384 5.0% 3.0% $41,036
33 62 $35,485 5 0% 3 5% $9,067 50% 30% $44,552
34 63 $38,563 5.0% 3.5% $9,806 50% 3 0% $48,369
35 64 $41,909 50% 3 5% $10,605 5 0% 3 0% $52,514
36 65 $8,485 5 0% 4 0% 58,973 5.0% 15% SI 7,458
37 66 $9,265 50% 4 0% 59,563 5.0% 1.5% $18,829
38 U7 510,118 5 0% 40% 510,192 5 0% 15% $20,310
39 60 S11.049 5 0% 4 0% $10,862 5 0% 1.5% $21,911
40 69 S 12,065 5 0% 4.0% $11,577 5 0% 1.5% $23,642
41 70 $13,175 5 0% 4.0% $12,338 5,0% 15% $25,513
42 71 $14,387 5 0% 4 0% $13,149 5 0% 1 5% $27,536

72 $15,711 50% 4 0% $14,014 5 0% 1.5% $29,725

7/1/2003
 30
 §0
 60

30

'•>5,962 
• >2,903 
' 5%
8,25% 

90% 
10%

• Moiccr Human Rosourco Consulting

Assumos participanl roliros Irom syslom and is rocoiving syslom sponsorod bonolils 
Assumes 30 yoars lo normal roliromonl
Assumos doniographio composition ol roliroo group does not change Irom curronl
All eslimalos, basod upon Iho Inlormalion availablo at a point in timo, nro subjocl lo unlorosoon and randoi
ovonts. Thuroloro any projoclion must bo Inlorprolod as having a likely range ol variability Irom Iho oslima

Gross Cash Flow 
Presonl Value al Retirement

Rouso Bill
238

Tolal Slato
Subsidy

$1,429,812
$240,546

Senate Bill 
141

Tolal Slate Tolal Roliroo 
Subsidy Conlribulion 

$2,056,200 $368,614
$187,300 SI 67,303

Pro MC MC Elig Pro MC Rolireo
Composilo Composilo Composilo Mori/Rx
Promium Promium Trond Promium

Subsidy Base
Subsidy Baso Modicaro
Pre-Modicaro Eligible

Valualion
Subsidy

Valualion Rctiruo
Subsidy Conlribulion

S5.9G2 $2,903 1.11 $0 $5,962 S2.903 $0 SO $0
$6,572 $3,216 1.10 SO $6,260 $3,048 $0 so $0
$7,208 $3,527 1.10 $0 $6,573 $3,201 $0 so $0
$7,865 $3,849 1.09 so S6.902 $3,361 So so $0
$8,536 $4,177 1.09 $0 $7,247 $3,529 $0 so $0
$9,216 $4,510 1.08 SO $7,609 $3,705 so so $0
$9,895 $4,842 1.07 $0 $7,990 $3,890 so so $0

$10,567 $5,171 1,07 SO $8,389 $4,085 so so $0
$11,221 $5,491 1.06 so $8,809 S4.289 so so $0
$11,849 $5,798 1.06 so $9,249 $4,504 $0 so $0
$12,441 S6.088 1.05 so $9.711 $4,729 So so $0
$13,063 $6,393 1.05 so $10,197 $4,965 $0 so $0
$13,716 $6,712 1.05 $0 $10,707 S5.213 so so so
$14,402 $7,048 1.05 $0 $11,242 $5,474 so so $0
S15.12? S7.400 1 05 $0 $11,804 $5,748 $0 so $0
$15,879 $7,770 1.05 $0 $12,395 $6 w $0 so so
S16.672 $8,159 1.05 $0 $13,014 $6,337 so so $0
$17506 $8,567 1 05 $0 SI 3,665 $6,654 $0 so $0
$18,381 $8,995 1.05 $0 $14,348 $6,986 SO so so
$19,300 $9,445 1 05 $0 $15,066 $7,336 $0 so $0
$20,265 $9,917 1.05 so S15.B19 $7,703 $0 $0 $0
$21,279 $10,413 1.05 so $16,610 $8,008 so so $0
$22,343 $10,934 1.05 $0 $17,440 $8,492 $0 so $0
$23,460 S1\480 1.05 so $18,312 $0,917 so so $0
$24,633 $12,064 1.05 so $19,228 S9.362 $0 $0 So
$25,864 $12,657 1.05 so $20,109 $9,831 $0 so so
$27,158 $13,290 1.05 so $21,199 $10,322 $0 $0 so
$28,516 $13,954 1 05 $0 $22,259 $10,838 so $0 so
$29,941 $14,65? 1 05 $0 $23,372 $11,380 So so so
$31,438 SI 5,385 1 05 $0 $24,540 S11,949 so so so
$33,010 $16,154 1.05 $33,010 $25,767 $12,547 $23,191 so $33,010
$34,661 $16,961 1 05 $34,661 $27,056 $13,174 $24,350 $0 $34,601
$36,394 $17,810 1.05 $36,394 $28,409 .13,833 $25,568 $0 $36,394
S98.2I4 $18,700 1.05 $38,214 $29,829 $14,524 $26,846 SO $38,214
*40,124 SI 9,635 1 05 $40,124 $31,320 $15,250 $28,180 so $40,124
$42,131 $20,617 1 05 $20,617 $32,886 $18,013 $14,412 S15.397 $2,002
$44,237 $21,648 1 OS S21,648 $34,531 $16,811 S15.132 516,664 $2,165
$46,449 $22,730 1 05 $22,730 $36,257 $17,654 S15.889 $18,037 $2,273
$48,771 $23,866 1 05 $23,066 $38,070 $16,537 $16,683 $19,525 $2,387
$51,210 $25,060 1.05 $25,060 $39,974 $19,464 $17,510 $21,136 $2,506
$53,7/0 $26,313 1 05 $26,313 $41,972 $20 437 $10,393 $22,882 $2,631
$56,459 $27,6211 1 05 $27,620 $44,071 $21,459 SI 9,313 524,774 $2,763
$59,282 $29,010 1 OS $29,010 $46,275 $22 63? S20.279 $20,024 $2,901

Run Dale. S/2/2005 
Si ne ol Alaska



Hiro D.ilo 
Ago nl hiro 
Aoo nl roliromonl 
Subsidy Start Ago 
Sorvico

7/1/2003
30
60
60
30

Assumos participant rollros Irom syslom and is rocoiving syslom sponsorod bonolils 
Assumos 30 yoars lo normal roliromonl
Assumos demographic coiiposillen ol roliroo oroup does nol change Irom current
All osllmalos. hasod upon Iho Information availablo al a poinl in limo, aro subjoct lo unlorosoon and randor
ovonls Thoroloro any projoclion must bo Intorprnlod as having a llkol| tango ol v.-.riabilily Irom Iho oslimn

Subsidy Baso Pro MC 
Subsidy Baso MC Eligiblo 
Subsidy Indox 
Discount Ralo 
I IB 236 Subsidy porconl 
SB M l Conlribulion porcor

$5,962
$2,903

5%
0.25%

90%
10%

Gross Cash Flow 
Present Value at Retirement

Route Blil
230

Tolal Sla'o
Subsidy

SI,429,812
$240,546

Senate Bill 
141

Tolal Slato Tolal Rolireo 
Subsidy Conlribulion 

$2,056,206 $368,614
SI 87,300 SI67.363

Valuation
Modical Medical Modical Valualion Valuation Pro MC MC Elig Pro MC Roliroo
Claim T rond Aging Ox Claim Rx Trond Rx Aging Tolai Claim Composilo Composilo Composite Mod/Rx

Duration Ago Cosl Faclor Faclor Cosl Faclor Faclor Cosl Promium Premium Trond Promium

Subsidy Baso
Subsidy Baso Modicaro
Pre-Medicaro Eligiblo

Valualion
Subsirly

Valuation Roliroo
Subsidy Conlribulion

44 73 S17,156 5 0% 10% $14,935 5.0% 1.5% $32,031 562,246 $30,460 1.05 $30,460 $48,588 $23,658 $21,293 $29,045 $3,046
45 74 $18,735 5.0% 4.0% $15,917 5 0% 1.5% $34,652 $65,358 $31,983 1.05 $31,983 $51,018 $24,841 $22,357 S31,453 S3,198
46 75 S20.458 5.0% 1.5% $16,963 5.0% 0.5% $37,422 $68,626 $33,583 1.05 $33,583 $53,569 $26,083 $23,475 $34,064 $3,358
•17 76 $21,804 50% 1.5% $17,901 5.0% 0.5% $39,704 $72,057 $35,262 1.05 $35,262 S5G.247 $27,388 $24,649 S36.178 $1,526
48 77 $23,237 5.0% 1.5% $18,890 50% 0.5% $42,127 $75,660 $37,025 1.05 $37,025 S59.059 $28,757 $25,881 $38,424 $3,702
49 78 $24,765 5.0% 1.5% $19,633 5.0% 0.5% $44,698 $79,443 $38,876 1.05 $38,876 $62,012 $30,195 $27,175 $40,811 $3,888
50 $26,393 5.0% 1.5% $21,035 5.0% 0.5% $47,428 $83,416 $40,820 1.05 $40,820 $65,113 $31,705 S28.534 $43,346 $4,002
51 80 $28,129 5.0% 1.5% $22,197 5 0% 05% $50,325 $87,586 $42,861 1.05 $42,861 $68,369 S33.290 $29,961 $46,039 $4 286
52 81 $29,978 5.0% 1.5% $23,423 5.0% 0.5% $53,401 $91,966 $45,004 1.05 $45,004 $71,787 $34,954 $31,459 $48,901 $4,500
53 82 S31,949 5.0% 1.5% $24,717 5 0% 0.5% $58,666 $96,564 $47,254 1.05 $47,254 $75,376 S3G.702 $33,032 $51,941 $4,725
54 83 $34,050 5.0% 1.5% $26,083 50% 0 5% SG0.133 $101,392 $49,617 1.05 $49,617 $79,145 $38,537 $34,683 $55,171 $4,962
55 84 $36,289 5.0% 1.5% $27,524 5.0% 0.5% $63,813 $106,462 $52,098 1.05 $52,098 $83,103 $40,464 $36,418 S50G03 $5,210
56 85 $38,675 5.0% 0.5% $29,045 5.0% 0.0% $67,719 $111,785 $54,702 1.05 $54,702 $87,258 $42,487 $30,239 $62,249 $5,470
57 66 $40,011 5.0% 0 5% $30,497 5.0% 0.0% $71,308 $117,374 $57,438 1.05 S57.438 $91,621 S44.C12 $40,150 $65,565 $5,744
58 87 $43,066 5.0% 0.5% $32,022 50% 0.0% $75,088 $123,243 $60,309 1.05 $60,309 $96,202 $46,842 $42,158 SG9.057 $6,031
59 68 $45,440 5.0% 0.5% $33,623 5.0% 0.0",6 $79,069 $129,405 $63,325 1.05 $63,325 $101,012 $49,184 $44,266 572,736 $6,332
60 89 $47,950 50% 05% $35,334 5.0% 0.0% $83,261 $135,875 $66,491 1.05 $66,491 SI 06,062 $51,644 $46,479 $76,611 $6,649
61 90 $50,606 50% 0 5% $37,069 5.0% 0.0% $87,675 $142,669 $69,816 1 05 $69,816 $111,365 $54,226 $48,003 $80,694 $6,982
62 91 $53,402 5.0% 0 5% $38,923 50% 0.0% $92,325 $149,802 $73,306 1.05 $73,306 $11b,934 $56,937 $51,243 $84,994 $7,331
63 92 $56,352 5.0% 0 5% $40,869 50% 0.0% $97,221 $157,292 $76,972 1 05 $76,972 $122,780 $59,784 $53,805 $89,524 $7,697
64 93 $59,466 5 0% 0 5% $42,912 5.0% 00% $102,378 S165.157 S80.820 1.05 $80,820 $128,919 $62,773 556,496 $91,296 $8,082
65 94 S62.751 5.0% 0 5% $45058 5 0% 00% $107,809 $173,415 $84,861 1.05 $84,861 $135365 $65,912 $55,320 $99,323 S8.406
66 95 $66,218 5.0% 0.5% $47,311 i.0% 0.0% $113,529 SI 82,086 $89,104 1.05 $89,104 $142,133 $69,207 $62,287 $104,619 S8.9I0
67 96 $69,877 50% 0 5% $49,676 50% 00% $119,553 S19I.190 $93,560 1 05 $93,560 $149,240 $72,666 $65,401 $110,197 S9.356
68 97 $73,738 5 0% 05% $52,160 50% C.0% $125,895 $200,749 $98,238 1 05 $98,238 $156,702 $76,301 $68,671 s t ie . w $9,824
69 98 $77,012 50% 0 5% $54,768 5 0% 0 0% $132,580 $210,787 $103,150 1 OS $103,150 $164,537 $80,11C $72,104 $122,265 S10.31S
70 99 $82,111 5.0% 0 5% $57,507 50% 0.0% $139,61/ $221,326 $108,307 1.05 S 108,307 $172,764 $84,122 S75.710 $128,787 $10,831

Morcor Human Hcsouico Consulting
nun Dale 6/2.2005

Stalo ol Alaska



Hire Date
Ago al hire
Ago al retirement
Subsidy Eligibility Age
Service

Salary
Wage inflation

HRA contribution rate 
I IRA accumulation rate

Subsidy Base 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

7/1/2005
40
60
60
20

$53,925
3.0%

2.0%
8.25%

$5,962

60%

$65,733
$161,299

$89,198

End of
Year HRA

Duration Age Salary Contribution Balance
1 40 $53,925 $1,079
2 41 $5o,543 $1,111
3 42 $57,209 $1,144
4 43 $58,925 $1,179
5 44 $60,693 $1,214
6 45 $62,514 $1,250
7 46 $64,389 $1,288
8 47 $66,321 $1,326
9 48 $68,311 $1,366

10 49 $70,360 $1,407
11 50 $72,471 $1,449
12 51 $74,645 $1,493
13 59 $76,884 S I,538
14 53 $79,191 $1,584
15 54 $81,566 $1,631
16 55 $84,013 $1,GPC
17 56 $80,534 $1,731
10 57 $89,130 $1,783
19 58 $91,804 $1,836
20 59 $94,558 $1,891

$2,370
$3,756
$5,293
$6,992
$8,870

$10,941
$13,224
$15,737
$18,499
$21,533
$24,863
$28,514
$32,514
$36,894
$41,686
$46,925
$52,651
$58,906
S65.733

Assumes participant retires from system and is receiving system sponsored bonelils
Assumes only use of HRA funds is to pay for Net (after subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change Irom current 
Assumes spouse of equal age to retiree

All estimates, based upon the information available at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely rango of variability from the estimate.

Gross Retiree 
Premium Cosl

$290,044

Pre MC 
Composite

Pre MC 
Composite

Total Stale
Subsidy

$120,745

Subsidy Retiree
Base Subsidy

Total HRA 
Spend

$72,101

Retiree
Contribution

$14,C36 1.23 $0 $14,636 $0 SO

$16,215 1.11 $0 315,367 $0 $0

$17,874 1.10 $0 $16,136 $0 $0

$19,604 1.10 $0 $16,943 $0 $0

$21,390 1.09 $0 $17,790 $0 $0

$23,216 1.09 $0 $18,679 $0 $0

$25,064 1.08 so S19.G13 $0 $0

$26,912 1.07 $0 $20,594 so $0

$28,738 1.07 so $21,624 $0 $0

$30,517 1.06 so $22,705 $0 so

$32,225 1.06 so $23,840 so SO

$33,836 1.05 so $25,032 $0 $0

$35,528 1.05 so $26,284 $0 $0

$37,304 1.05 so $27,590 SO $0

$39,169 1.05 so $20,978 SO $0

$41,128 1.05 so $30,426 $0 $0

$43,184 1.05 SO $31,940 so $0

$45,343 1.05 $0 $33,545 SO $0

$47,611 1.05 SO $35,222 SO $0

$49,991 1.05 $0 536,984 so $0

21 60 $0 SO $40,784 $52,491 1,05
>50(.b 61 $0 SO $12,259 $55,115 1.05

23 62 so so SO $57,871 1.05

24 63 SO $0 so $60,765 1,05

25 64 SO SO so $63,803 1.05

$52,491
$55,115
$57,071
$60,765
$63,803

$38,833
$40,774
$42,013
$44,954
$47,201

$23,300
$24,465
$25,688
$26,972
$28,321

$29,191
$30,651
$32,103
$33,792
$35,482

Beg of 
Year HRA 
Balance

HRA
Spend

$0 SO
$0 $0
$0 $0
$0 $0
$0 so
SO so
$0 so
$0 SO
SO $0
$0 $0
SO $0
$0 so
$0 so
$0 so
$0 so
$0 so
$0 SO
SO SO
$0 $0
$0 so

$65,733 $29,191
$40,784 $30,651
$12,259 $12,259

$0 $0
$0 r,0

Marcur Human Resource Consulting T ^ S  W  spouse , pbvT. -  3-7-
Run Date: 4/12/2007

State ot Alaska



Hire Dale 
Ago at hire 
Age at retirement 
Subsidy Start Age 
Service

Salary
Wage inflation

HRA contribution rato 
HRA accumulation rate

Subsidy Baso (7/1/2003) 
Subsidy index 
Subsidy percent

HRA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA int)

7/1/2005
40
60
60
20

$53,925
3.0%

2.0%
8.25%

$5.962
5%

60%

$65,733
$80,650

$1,131

Duration Age Salary Contribution

End of 
Year HRA 
Balance

1 40 $53,925 $1,079 $1,122

2 41 $55,543 $1,111 $2,370

3 42 $57,209 $1,144 $3,756
4 43 $58,925 $1,179 $5,293

5 44 $60,693 $1,214 $6,992

6 45 $62,514 $1,250 $8,870

7 46 $64,389 $1,288 $10,941

8 47 $66,321 $1,326 $13,224

9 48 $68,311 $1,366 $15,737

10 49 $70,360 $1,407 $18,499

11 50 $72,471 $1,449 $21,533

12 51 $74,645 $1,493 $24,863

13 52 $76,884 $1,538 $28,514

14 53 $79,191 $1,584 $32,514

16 54 $81,566 $1,631 $36,894

16 55 $84,013 $1,680 $41,686

17 56 $86,534 $1,731 $46,925

18 57 $89,130 $1,783 $52,651

19 58 $91,804 $1 ,P3G $58,906
20 59 $94 558 $1,891 $65,733

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay for Net (alter subsidy if applicable) retiree premium contributions
Assumes 30 years to normal retirement
Assumes demographic composi'ion of pre-Medicare retiree group does not change Irom current

21 60 $0 $0 $55,970 $26,245 1.05

22 61 $0 $0 544,643 $27,558 1.05

23 62 50 $0 $31,583 $28,936 1,05

24 63 $0 $0 $16,610 $30,382 1.05

25 64 $0 $0 $0 $31,901 1.05

$26,245
$27,558
$28,936
$30,382
$31,901

$19,416
$20,387
$21,407
$22,477
$23,601

$11,650 
$12,232 
$12,844 
$13,486 
C14.1 GO

All estimates, based upon the iniorm alion available at a point in time, are subject lo unforeseen and random 
events. Therefore any projection must bo Interpreted as having a likely range of variability Irom the estimate

Gross Retiree Total State Total HRA 
Premium Cost Subsidy Spend

$145,022 $64,373
$79,518

Pre MC 
Composite 
Premium

Pre MC 
Composite 

Trend

Retiree
Med/Rx

Premium
Subsidy

Base
Retiree
Subsidy

Retiree
Contribution

Beg ol 
Year HRA 
Balance

HRA
Spend

$7,318 1.23 $0 $7,318 $0 $0 SO so

$8,107 1.11 $0 $7,684 so $0 $0 SO

$8,937 1.10 $0 $8,068 SO $0 so $0

$9,802 1.10 $0 $8,471 $0 $0 $0 $0

$10,695 1.09 $0 $8,395 $0 $0 $0 $0

$11,608 1.09 $0 $9,340 $0 $0 so SO

$12,532 1.08 SO $9,807 so $0 $0 SO

$13,456 1.07 $0 $10,297 $0 $0 $0 $0

$14,369 1.07 $0 $10,812 $0 $0 $0 $0

$15,258 1.06 $0 $11,352 SO $0 $0 $0

$16,112 1.06 $0 $11,920 so so $0 $0

$16,918 1.05 so $12,516 so $0 $0 $0

$17,764 1.05 $0 $13,142 $0 $0 SO $0

$18,652 1.05 so $13,799 so $0 $0 SO

$19,585 1.05 $0 $14,489 SO so so $0

$20,564 1.05 $0 $15,213 so so SO $0

$21,592 1.05 so $15,974 $0 so so $0

$22,G72 1.05 so $16,773 so $0 so so

$23,805 1.u5 so $ 17 ' ■ 11 so $0 SO so

$24,996 1.05 $0 $1b.»92 $o $0 $0 so
$14,596 $65,733 $14,596
S 15,325 $55,970 $15,325
$16,092 $44,64? $16,092
$16,896 $31,583 $16,896
S 17,741 $16,610 $16,610

Meicui Human Resource Consulting
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Hiro Date 
Ago ai hire 
Ago at retirement 
Subsidy Start Mge 
Service

Salary
Wage inflation

HRA contribution rate 
HRA accumulation rate

Subsidy Base (7/1/2003' 
Subsidy index 
Subsidy percent

I-IHA Fund at retirement 
Total retiree contribution 
Net retiree cost (w/HRA ini)

7/1/2005
40
60
60
20

$53,925
3.0%

1.0%
0.25 %

$5,962
5%

60%

$32,066
$00,650
$44,599

Contribution

End of 
Year HRA

Assumes participant retires from system and is receiving system sponsored benefits
Assumes only use of HRA funds is to pay (or Net (after subsidy if applicable) rotiree premium contribuuons

Assumes 30 years to normal retirement
Assumes demographic composition of pre-Medicare retiree group does not change from current

All estimates, based upon the information availablo at a point in time, are subject to unforeseen and random 
events. Therefore any projection must be interpreted as having a likely range of variability from the estimate.

Gross Retiree 
Promium Cosl

$145,022

Total State 
Subsidy

$64,373

Total HRA 
Spend

$36,050

1 40 $53,925 $539 $561 $7,318

2 41 $55,543 $555 $1,185 $8,107

3 42 $57,209 $572 $1,878 $8,937

4 43 $58,925 $509 $2,646 $9,802

5 44 $60,693 $607 $3,496 $10,695

6 45 $62,514 $625 $4,435 $11,608

7 46 $64,389 $644 $5,471 $12,532

8 47 $66,321 $663 $6,612 $13,456

9 48 $60,311 $603 $7,860 S 14,369

10 49 $70,360 $704 $9,249 $15,258

11 50 $72,471 $725 $10,767 $16,112

12 51 $74,645 $746 $12,431 $16,918

13 52 $7G,884 $769 $14,257 $17,764

14 53 $79,191 $792 $16,257 $18,652

15 54 $81,566 S816 $18,4-17 $19,585

16 55 $84,013 $040 $20,843 $20,564

17 56 $06,534 $865 $23,463 $21,592

10 57 $89,130 $89) $26,326 $22,672

19 58 $91,804 $918 $29,453 $23,805

20 59 $94 558 $946 S32.8GG $24,996

21 GO $0 $0 $20,392 $26,245

22 61 $0 so $0,130 $27,558

23 62 so $0 $0 $28,936

24 63 $0 $0 $0 $30,382

25 64 so $0 SO $31,901

Pre MC Pre MC Retiree

Composite Composite Med/Rx

Premium Trend Premium
1.23
1.11
1.10
1.10
1.09
1.09 
1.08
1.07
1.07 
1.06 
1.06
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05
1.05

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
so
$0

Subsidy
Base

Retiree
Subsidy

$7,318 $0
$7,684 $0
$8,068 SO
$8,471 SO
$8,895 $0
$9,340 $0
$9,807 SO

$10,297 $0
$10,812 $0
$11,352 $0
$11,920 iO
$12,516 SO
$13,1-12 $0
S .3,799 $0
$14,489 $0
$15,213 $0
$15,974 $0
$16,773 $0
$17,611 $0
$18,492 SO

$19,416 St 1,650
$20,387 $12,232
$21,407 $12,844
$22,477 $13,486
$23,601 $14,160

Retiree
Contribution

$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
$0
SO
$0
SO
$)
so
so
so

Beg of 
Year HRA 
Balance

HRA
Spend

$0 $0
$0 SO
$0 so
so $0
$0 $0
$0 $0
$0 $0
$0 $0
SO $0
$0 $0
$0 $0
SO so
$0 $0
$0 so
SO so
$0 $0
so $0
$0 so
$0 so
$0 $0

$22,866
$20,392

S 14,596 
$15,325

$6,130 S6.130
$0 $0
SO $0

1.05
1.05
1.05
1.05
1.05

$26,245
$27,558
$28,936
$30,382
$31,901

$14,5d6
$15,325
$16,092
$16,096
$17,741

Murcor I furnan Resource Consulting T R - i  L g A o  H V  l, - 11-
Run Date: 4/12/2005
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I lire Data 
Ago nl hiro 
Age nl retirement 
Subsidy Slnrl Ago 
Survlco

Salary
Wage Inflation

I IRA contribution rate 
HRA accumulation ralo

Subsidy Baso (7/1/2003) 
Subsidy index 
Subsidy percent

I IRA fund at retirement 
Total retiree contribution 
Net retiree cost (w/tlRA Ini)

7/1/2005
25
55
60
30

SS3.925
3.0%

Assumes participant retires Irom system and is receiving system sponsored benolils
Assumes only use ol HRA lunds is to pay lor Not (after subsidy II applicable) retiree promium contributions
Assumes 30 years lo normal retirement
Assumes demographic composition ol pre-Medicare retiree group does not change Irom current

All estimates, based upon the information available at a point in limo, aio subject lo unforeseen and random 
events. Thoroloro any projection must bo interpreted as having a likely range ol variability Irom Iho estimate.

2.0%
8.25*?

5%
90%

$178,643
5336,970
5123.140

Gross Retiree 
Premium Cost

5537.717

Total Stalo 
Subsidy

5200,739

Total HRA 
Spend

$213,030

Duration Ago Salary Contribution

End ol 
Yoar HRA 
Balance

Pre MC 
Composite 
Premium

Pro MC 
Composilo 

Trend

Retiree
Med/Rx

Premium

t 25 $53,925 51,079 S I,122 $7,310 1.23 SO

2 2G $55,543 $1,111 $2,370 SB, 107 1.11 $0

3 27 S57.209 $1,144 $3,756 $8,937 1.10 SO

4 28 S5B.925 $1,179 $5,293 $9,802 1.10 $0

5 29 SCO,693 SI,214 SG.992 St 0,695 1.09 SO

6 30 502,514 SI.250 $8,870 $11,608 1 09 $0

7 31 SG4.389 $1,288 $10,941 SI 2.532 1.00 $0

it 32 S00.32I $1,326 $13,224 S13.45G 1.07 SO
p 33 SGB.3I1 $1,360 $15,737 St 4.369 1.07 so

10 34 S 70.300 SI,407 $18,499 $15,250 1.06 50

I t 35 $72,471 $1,449 $21,533 510,112 1.06 50

12 36 S/4.G45 $1,493 $24,863 516,918 1 05 $0

13 3 7 576,884 $1,538 $28,514 $17,704 1.05 SO

14 38 $79,19! $1,584 S32.514 $18,052 1 05 SO

15 39 S8I.56G $1,031 $36,894 $19,585 1.05 SO

10 40 SH4.0I3 $1,680 $41,680 S20.504 1.05 so

17 41 $80,534 $1,731 $46,925 $21,592 1.05 so

w 42 $89,130 $1,703 $52,051 $22,672 1.05 so

1‘J 43 $91,804 SI,836 $58,906 S23.B06 1 05 so

20 44 $94,558 $1,891 505,793 S2-1.990 1.05 so

21 45 $97,395 $1,918 S73.182 S26.245 1.05 $0

22 46 SI00.31G $2,000 $81,307 S27.55B 1.05 so

23 47 SI 03.326 $2,007 $90,165 $28,936 1.05 so

24 48 $100,420 $2,120 $99,819 $30,382 1.05 so

25 49 S109.G1B $0,192 $110,335 $31,001 1.05 so

2d 50 $112,907 $2,258 $121,787 $33,490 1.05 so

21 51 S116.294 $2,320 SI 34.254 $36,171 1.05 so

28 52 $119,783 52,390 5147.823 530,930 1.05 so

20 53 5123,376 S2.40B $162,585 S38.770 1 05 so

30 54 $127,078 52.542 S178.643 $40,715 1 05 so

31 55 SO So 51-18,901 $42,751 1.05 $42,751

32 56 SO SO $114,482 $44,808 1 05 $44,888

33 57 so So $74,888 $47,133 1 05 $47,133

34 58 so SO $29,576 $49,490 1 05 S-19,490

35 59 so SO SO $51,964 1 05 $51,904

30 80 so SO SO $54,502 1 05 $54,562

3 / 01 so so SO 557,290 1,05 $57,290

38 62 so so SO 560,155 1 05 $60,155

39 03 so so so $03,163 1 OS $63,163
40 64 so so so 566.321 1.05 $66,321

/.lercur Outturn Resource Consulting

Subsidy
Baso

Roli'ee
Subsidy

$7,318 SO
$7,68-1 SO
$8,068 $0
$8,471 SO
$8,895 $0
$9,3-12 $0
S9.807 $0

S10,297 50
$10,012 $0
S11,352 $0
$11,920 50
$12,516 $0
$13,142 $0
$13,799 SO
$14,489 SO
$15,213 SO
$10,974 $0
51G.773 SO
$17,611 SO
518,492 so
$19,416 so
$20,387 so
$21,407 $0
$22,477 $0
$23,601 $0
524,781 $0
$26,020 $0
$27,321 so
$28,037 so
$30,121 so
531.627 $0
S33.209 $0
$34,809 so
S3G.012 $0
$38,443 $0
$40,305 $30,320
$42,383 $30,145
$44,503 S40.052
$40,728 $42,055
549,064 S-14.158

-  2 J / -  W

Retiree
Contribution

SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
SO
so
so
so
so
so
so
so
so
so
SO
so
so
SO
so
so
so

$42,751 
544,008 
$47,133 
$49,490 
$51,904 
$ 18,234 
$19,145 
$20,102 
$21,108 
$27,103

Bog Of 
Yoar 1 IRA 
Balance

HRA
Spend

$0 SO
SO SO
SO SO
$0 SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO SO
SO so
SO so
SO so
so so
so so
so so
so so
$0 so
so so
SO so
so so
so so
so SO
so SO
so so
so so
so so
so SO
so so
so so

St 78.0-13 
SI-18.901

$42,751
$44,008

$114,482 547,133
$7-1,888 $40,490
$29,576 $29,576

$0 SO
$0 50
$0 SO
so SO
$0 Si’

Run Date. 4/12/2005 
State ot Alaska
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