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What went wrong ?

By: Tlie Senate Finance Committee
Date: April 23,J. 2005
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See Ap|>ciidix B for Data

1994

The Senate Finance Committee

Date: April 23"1 2005

What went wrong?

Accrued Liabilities $17,567,516

16,397,262

$5.7 Billion
$15,271,233 Shortfall

Market Value Assets SI12.0SS.S2|

Vetuarlal Value Assets $11.875,784

*Actuarial Value of Assets: Asset Market Value is adjusted by the
actuary in an effort to bring more order and predictability to the
employer contribution rate and lo smooth out year to year market
fluctuations. Prior to 2002, Mercer used a “corridor method". Beginning

in 2002 they switched to a 5-year "smoothing method”.

2003 2004

Page: 11



SB 141- Retirement Security Act What went wrong?

$16,000,000
$14,000,000
sAccrued Liabilities
mictuarial Value Assets M SI12.0KS.821
2 $12,000,000
P 12,000, mMarket Value Assets
e
2
©
= Actuarial Value Assets $11.875.784
[a]
$10,000,000
$8,000,000
$6,000,000
See Appendix 13 for Data
$4,000,000

Clearly Something Changed Since 2000

Uy; Tlic Senate Finance Committee
Date: April 23,d. 2005
I'agc: 12



SB 141- Retirement Security Act What went wrong?

e Inaccurate assumptions

 Historical understatement of system liabilities

e Rising health costs

» 3-yr bear market

 Declining interest rates

e Unfavorable demographic changes

e Timing of the recognition of market losses

e Artificially low contribution rates in good times

o Legislation that has increased benefits

Awarding of Post Pension Retirement Adjustments

A Combination of Factors Created Our Present Situation

By: The Senate Finance Committee
Date: April 23”~. 2005



SB 141- Retirement Security Act What v.ent wrong?

Factors Contributing to 10.83% PERS Employer Rate Increase*

(% of Cumulative i398 to 2004 Rate Increase Attributed to Each Factor) 14.45%

10%
5.80%

0%
(1.89%.) 11.46%) (0.60%)

(5.68%)

(10%)

Actuarial Loss (Increased Employer Rale)

Actuarial Gain (Decreased Employer Rate)

(30%)
(34.70%)
(40%)
Assumption Investment Health Demographic Asset Valuation Contri Shortfall 102% Funding Ad hoc PRPA  System Benefit Salary Rast Service
Changes Experience Experience Experience Method Qjeto2Year Ratio Changes Experience Amortization
Calculated Pile  Adjustments Qiange

~ PERS Employer Rato increased from 7.36% in 1998 to 28.19% in 2004

A Combination of Factors Created Our Present Situation

At/

B>. The Senate Finance Com mittee

Dale: April 23,J.2005



SB 141- Retirement Security Act

Conclusions

By: The Senate Finance Committee



SB 141- Retirement Security Act Conclusions

Difficult to Control System Drivers |

Funding Drivers [nvestment Drjvers
Retires Medical Costs _ « Inflation

Mortality Rates Constraints « Market Performance
Retirement”~urnover Statutory Provisions « Economic Performance
Rates Alaska Constitution « Risk Tolerance

Past Service Liabilities System Cash Requirements

Federal Regulations
Bargaining Agreements /
Size of Asset Pool /

Health Care Costs

New Legislation

Salary Increases
Recruitment & Retention
Goals

@E)T-'stWo rkforce V

Benefit Drivers

Financial & Economic Drivers are Hard To Predict and Difficult to Control

By: The Senate Finance Committee

Date: April 23r] 2005 Page: 10



SB 141- Retirement Security Act Conclusions

Admin & Investment Expenses

ASPIB & Div of
Retirement/Benefits

Responsibility & Oversight is Fragmented Among Different Entities
J

By: The Senate Finance Committee



SB 141- Retirement Security Act Conclusions

Current r.etirement System Organization

Dept of Administration Dept of Revenue

Treasury Division

Public Teachers’ Alaska
ERmthoyeei’ Retirement |nf),22fri::m Investment Advisory Council
etiremen
Board i
Board Board Callan,Associates

Div of Retirement

Primary Board Responsibilities
V

Adopt PERS policies and Adopt TRS policies and Establish Investment
regulations regulations Policies

Act as an Appeals Board Act as an Appeals Board Manage and Invest

Set Annual PERS Set Annual TRS Employer Retirement Trust Funds
Employer Contribution Rate Contribution Rate

Adopt actuarial Adopt actuarial

assumptions assumptions

By. The Senate Finance Committee
Dete: April 23,J. 2005



- Retirement Security Act Conclusions

~ Manageable System Drivers

nding Drivers Investment Drivers
N
Targeted Funding Ratio Manageable Controls * Asset Allocation Policy \
Employer Contribution Rates * Retirement Boards » Asset/Liability Equation |
Actuarial Assumptions » Some Statutory Provisions * Investment Expenses .JJ

» Plan Provisions
» Department Regulations
* Management Structure /

* New Legislation
* Waivers & Appeals
» Tier Benefits

Benefit Drivers

Parts of The System Can...and Should.... be Better Managed

By. The Senate Finance Committee
Date: April 23rJ. 2005



SB 141- Retirement Security Act Conclusions

Important Conclusions

e System assets and liabilities must be jointly managed
« System volatility needs to be reduced

» Cost predictability and controls must be improved
 Employer contribution rates must be stabilized

e Liability growth must be contained

e Existing liability must be reduced

By: The Senate Finance Committee
Date: April 23,d 2005
AP Page: 20



SB 141- Retirement Security Act

SB 141 Solution

By: The Serate Finance Committee
Date: April 23,J. 2005



S15 141- Retirement Security Act Legislation Overview

'ey Elements:

Replaces the existing boards (PERS, TRS, ASPIB) with a new
9-member Alaska Retirement Management Board (ARMB)

Provides more employer representation on the board,;
strengthens the board’s fiduciary responsibilities; gives the
board responsibility for setting employer contribution rates and

for adopting actuarial assumptions

Transfers the responsibility for hearing waivers and appeals to
the Office of Administrative Hearings

Increases payroll contributions for existing employees by 0.5%
annually ur " employers and employees share normal costs

50/50 (This provision was removed by House State Affairs)

Establishes a Defined Contribution (DC) Plan, Retiree Medical
Benefit and Health Reimbursement arrangement for new

employees

iuic Pittance Committee



SI? 141- Retirement Security Act

Board Restructurinp

SB 141 Retirement System Organization

Dept of Administration

Office of
Administrative

Div of Retirement!

. & Benefits
Hearings

v

Adopt policies and
regulations

By: The Senate Finance Committee
Date: April 23,J. 2005

Alaska Retirement
Management Board
(ARMB)

|
Consolidated Board
Responsibilities

Manage and invest Trust
Assets in a manner that is
sufficient to meet the liabilities
and obligations of the system

Establish Investment Policies
and Options

Set Annual PERS/TRS
Employer Contribution Rates

Review and Adopt Actuarial
Assumptions

Dept of Revenue

Treasury Division

Investment Advisory Council (Optional)
Investment Consultant

-Actuary.

Nine Trustees
Commissioner of Revenue
Commissioner of Administration

3 Public members; Alaska residents who
are not beneficiaries of the system

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)

Trustees must be professionally credentialed
or have recognized competence in one or
more fields ofinvestment management,
finance, banking, economics, accounting,
pension administration, or actuarial analysis.



SB 141- Retirement Security Act Defined Contribution Plan

Defined Benefit Defined Contribution
System System

Active Member Employer Active Member Employer
Pooled Employee’s
Investment Individual
L . Money available for
Pension is paid out Account Account : .
based t retirement is directly
foisrfulaon " dependant on the
' amount put into the
Cumulative benefit employﬁ_e’s ackc_ount
payout over members during his working
retired life time is not years ar_ld the
necessarily $$ z:mgﬂlaﬂve investment
ings.

representative of

what they deposited ] ] _
during their active Retired Member Retired Member Benefit ends when
account is depleted.

career

Hy:  Die Senate Finance Committee
Dale: April 23M
Pr 2% Page 24



SB 141- Retirement Security Act

Defined Contribution Plan

FY 06 Normal Cost Comparisons - TRS Tier Il & PERS

Tier Il vs. SB141 DC Proposals

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

fBuac *rZVI Hy: Ilie Senate Finance Committee
Date April 23*. 2005

FY 06 Normal Cost Rates

TRS |l

7.93%
12.43%
0.0%
20.36%
(8.65)%
12.71%

PERS IlI

7.23%
10.32%
0.0%
17.55%
(6.81)%
10.74%

CS HCS

SB141(FIN)  CcSSB141(STA)

1.75% 3.75%
12.50% 12.50%

2.00% 2.00%
16.25% 18.25%
(8.00)% (8.00)%

8.25% 10.25%



SB 141- Retirement Security Act Leaistation Overview

Our primary objective must be to

Maintain Our Ability to Recruit and Retain Talent
Maintain the Attractiveness of Public Sector Employment
Ensure the Solvency of Alaska’s Retirement System

SB 141 will

Strengthen Management & Fiduciary Oversight

Improve Our Ability to Predict and Control Costs
Constrain the Growth of the Unfunded Liability

Provide Near Term Financial Relief to Employers

Pave the Way For Developing a Long-term Financial Fix

By: The Senate Finance Committee
Date; April 212005
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AMENDMENT 1

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 141 (STA)
24-1LS063J\X

1 Page 47, line 11

2 Delete “three”

3 Insert“seven”

4

5 Page 47, lines 24-31

6 Page 48, lines 1-5

7 Delete all material

8 Insert

9 (3) two trustees shall be a member of the public employees’ retirement

10 system who shall be selected from a list ob2n-ominces submitted by public employees’
11 retirement system bargaining units;

12 (4) two trustees shall be a member of the teachers’ retire lent system who
13 shall be selected from a list ofyxiominccs submitted by teachers retirement system
14 bargaining units.

15

16

17

18

19

20

21

22

23

24



V" A\

i1, 1 *015

AMENDMENT 1

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY
TO: HCS CS SB 141 (STA)

24-150637\X -0
1 Page 47, line 11
> Delete “three”
3 Insert “seven”
4
5 Page 47, lines 24-31
6 Page 48, lines 1-5
7 Delete all material
8 Insert 7
9 (3) two trustees shall be a member of the public employees’ retirement
10 system who shall be selected from a list of/iominees submitted by public employees’
11 retirement system bargaining units; _I/ACX
12 ({4))two trustees shall be a member of the teachers’ retirement system who
13 shall be selected from a list of nominees submitted by teachers’ retirement system
14 bargaining units
15 u a k 1
16
17
18
19
20
21
23

24
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AMENDMENT11
OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY
TO: HCS CS SB 141 (STA)
24-LS0637\X
1 Page 47, line 11
2 Dclele “three”
3 Insert “seven”
4
5 Page 47, lines 24-31
6 Page 4S, lines 1-5
7 Delete all material ro XO bo <
Cr
8 Insert
9 " (3) two trustees shall be a member of the public employees' retirement
10 system who shall be selected from a list ol i:n%inees submitted by public employees’
11 retirement system bargaining units;
12 _G-" (4) two trustees shall be a member of the teachers’ retirement system who
13 shall be selected from a list ol nominees submitted by teachers’ retirement system
14 bargaining units.
15
16
R il
19
20
21
22
23

24



10

1
12

14

15

16

17

19

24-1.S0637\X.8
Craver
4/30/05

AMENDMENT

OFFERED IN THE HOUSE
TO: HCS CSSB 141(STA) t/tWV ''mV Ci

Page 47, following line :Il (Ald V\ CdIO/CTUT

Delete "three"

Insert "seven"

Page 47, line 24. through page 48, line 5:

Delete all material and insert:

"(D) two trustees who are members of the public employees
-fvw - {-
retirement systdéén. selected from a list opmominees submitted by public

employees' retirement system bargaining units;

(E) two trustees who are members of the teachers' retirement

system selected from a list of/noVimees submitted by teachers' retirement

system bargaining units."

Page 48, line 7:

Delete "or elected”

Page 108, line 1:
Delete "AS 37.10.210(b)(3)"

Insert "AS 37.10.210(b)(2)(D) and (E)"



OFFERED IN THE HOUSE
TO: HCS CSSB 141(STA)

Page 4S, line 16:
Delete "three-"

Insert "two-"

Page 108. line 1:
Delete "appointed”

Insert "elected"

AMENIMENT

“ITcl

0{

24-L.S0637\X.16
Craver

4/30/05

actoph'ori

AwUundf< -

*



AMENDMENT 2

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 141 (STA)
24-LS0637\X

1 Page 59, line 15
2 Delete “two"

3 Insert “2.5”

10
11
12
13
14
15
1C
17
18
19
20
21
22
23

24



AMENDMENT 2

OFFERED IN THE MOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-LS0637\X

1 Page 59, line 15 ,
| flL
2 Delete “two" j ] -

\\
3 Insert “2.5” , 1



HOUSE FINANCE
COMMITTEE

DATE:

Amendment:

X)) 3 /b

MEMBER } Favor Oppose

CROFT
FOSTER

HAWKER ARd
HOLM

JOULE ¥
KELLY

MOSES

STOLTZE

WEYRAUCH \s

CHENAULT

MEYER "



AMENDMENT 3

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-1LS0637\X

1 Page 16, line 10
2 Delete “4.5”

3 Insert “5”

5 Page 83, line 20
6 Delete “4.5”

7 Insert “5”

10
11

13
14
15
16
17
18
19
20

21

23



AMENDMENT 3

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-LS0637\X

1 Page 16, line 10
2 Delete “4.5”

3 Insert “5”

5 Page 83, line 20
6 Delete “4.5”

7 Insert “5”

15
16
17
18
19
20

22

23
24



AMENDMENT 4

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-LS0637\X

1 Page 27, line 27
2 Following (j)
3 Delete “and
Insert
4
Following (k)
5
Insert "and (n)"
6
Page 28 line 7-line 8
7
Delete "use of the subsidy base for Medicare-eligible premiums”
S Insert: "he eligible for benefits as defined in (n) of this section”
9 Page 28, line 10
R) Delete all material
11 Page 28, line 11
12 Delete all material
13 Page 28, line 11
14 Delete "Each™
Insett "1 he”
15
Page 28
16
Following line 15
17
Insert
18 . . . . . .
(n) The cost of premiums for a participant who is eligible for Medicare is the following
19 .
percentage of the premium amount:
20 (A) 30 percent if the member had 10 or more, but less than 15. years of service;
21 (It) 25 percent if the member had 15 or more, but less than 20. years of service;
22 () 20 percent 932930 ° 1 120 ormoio. but less than 25. years of service;
23 (D) Il percent ifthe membei had 50 or more years ofservice.

24



24
25
26
27
28
29
30
31
32
33

Page 16, line* 12
Delete “3.75"
Insert “2.5"

Renumber Accordingly



AMENDMENT 4

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-1L.S0637\X

1 Page 27, line 27
Qe Following (j)
3 Delete “and”
Insert
4
Following (k)
5
Insert “and (n)*
6 : .
Page 28 line 7-line 8
7
Delete “use of llie subsidy base for Medicare-eligible premiums"
8 Insert: "be eligible Tor benefits as defined in (n) of this section”
9 Page 28, line 10
10 Delete all material
u Page 28, line 11
12 Delete all material
13 Page 28, line 14
14 Delete “Each"
Insert “The"
15
Page 28
16
Following line 15
17
Insert
18 . . o . . .
(n) The cost ol premiums for a participant who is eligible for Medicare is the following
19 percentage of the premium amount:
20 (A) 30 percent ifthe member had 10 or more, but less than 15. year: of service;
21 (If) 25 percent if the member had 15 or more, but less than 20. yeais ofservice;
At (C) 20 percent if the member had20 or more, but less than 25. years ol service;
23 (D) 10 percent if the member had30 or more years of service.

24
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13
14
15
16
17
18
19
20

22
23
24
25
26
27
28
29
30
31
32
33

Page 16, line 12
Delete "3.75"
Insert "2.5”

Renumber Accordingly



10

11

13
1-1
15
16
17
18
19
20
21

22

23

fijjJ AMENLDMENT tj

OFFERED IN THE MOUSE
TO: HCS CSSB 141(STA)

Page 16. line 12:
Delete "3.75"

Insert "2.5"
Page 27. line 27:
Delete "(j) and (k)"

Insert "(j). (k), and (n)"

Page 28. lines 7-8;

Delete "will use the subsidy base for Medicare-eligible premiums'’

Insert "are eligible for benefits as

Page 28, line 8:
Delete "will"

Insert "shall"

Page 28. line 10, following "(m)". through line 11:

Delete all material.

Page 28, line 12:
Delete "the subsidy"
Insert "The subsidy"

Delete "will be"

provided in (n)of this section”

24-1L.S0637VX. 11
Cruver
4/30/05



10

=

13
14
15
16
17
18
19

20

24-1.S0637VXl |

Inseri "shall be"

Page 28, line 14:
Delete "Each"
Insert "The"
Delete "will"

Insert "shall"

Page 28, following line 15:

Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the

following percentage of the premium amount:

(1) 30 percent if the member has 10 or more, but less than 15 years of

service:

(2) 25 percent if the member has 15 or more, but less than 20 years of
service;

(3) 20 percent if the member has 20 or more, but less than 25 years of
service;

(4) 10 percent ifthe member has 30 or more years of service."

Reletter the following subsections accordingly.



13
14
15
16
17
18
19
20

>

23

9 p

OFFERED IN THE HOUSE

TO: HCS CSSB 141(STA)

Page 27. line 27:
Delete "(j)and (k)"

Insert "(j), (k), und (n)"

Page 28, lines 7-8:

Delete "will use the subsidy base lor Medicare-eligible premiums"”

Insert "are eligible for benefits as provided in <n) of this section”

Page 28. line 8:
Delete "will"

Insert "shall"

AINENIM KN T

Page 28. line 10, following "(m)". through line 11:

Delete all material.

Page 28. line 12:
Delete "the subsidy"
Insert "The subsidy"

Delete "will be"

24-1.S0637VX.il

4/30/05



24-1.S0637'1X.11

Insert "shall be"

Page 28. line 14:
Delete "Each"
Insert "The"
Delete "will"

Insert "shall"

Page 28. following line 15:
Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the

following percentage of the premium amount:

(1) 30 percent if the member Ins 10 or more, but less than 15 years of

service;

(2) 25 percent if the member lus 15 or more, but less than 20 years of
service;

(3) 20 percent il the member lies 20 or more, but less than”~years ol
service:

(4) 10 percent if the member hat 30 or more years ofservice."

Reletter the following subsections accordingly.



10

11

13
14
15
16
17
18
19
20
21
22

23

k

OFFERED IN THE HOUSE

Ixk) AMENDM

TO: HCS CSSB 141(STA)

Page 16, line 12:
Delete "3.75"

Insert "2.5"

Page 27, line 27:

Delete "(j) and (k)"

Insert "(j), (k), and (n)"

Page 28, lines 7 - 8:

Delete "will use the

Insert "are eligible for benefits as

Page 28, line 8:
Delete "will"

Insert "shall"

Page 28, line 10, following

Delete all material.

Page 28. line 12:

Delete "the subsidy™

Insert "The subsidy"”

Delete "will be"

"(m)". through line 11:

PW"»

ENT I

subsidy base for Medicare-eligible premiums"”

provided in(n) of this section”

24-LS0637VX.11
Graver
4/30/05



>

O ]

13
14
15

16
17
18
19
20
21

24-1.S0637\X.1 1

Insert "shall be"

Delete "Each"

Insert "The"
Delete "will"
Insert "shall"

Pace 28. following line 15:
Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the

following percentage of the premium amount:

(1) 30 percent if the member has 10 or more, but less than 15 years of

service;

(2) 25 percent if the member has 15 or more, but less than 20 years of
service: 2)

(3) 20 percent if the member has 20 or more, but less than”'ycars of
service;

(4) 10 percent ifthe member has 30 or more years of service.”

Kelener the following subsections accordingly.



HOUSE FINANCE
COMMITTEE

DATE:. 1 \'3 o \

p'Y'Y'Y N <-Aa A- Amendment: N

MEMBER Favor Oppose



HOUSE FINANCE
COMMITTEE

DATE:

Amendment: 'T~-c S|

pprA -]

MEMBER Favor Oppose



MEMBER

HOUSE FINANCE
COMMITTEE

DA'l E:

Amendment:

Favor

Oppose

Ce>



HOUSE FINANCE

COMMITTEE
DATE:
Amendment U |¥ I
MEMBER Favor Oppose
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JOULE v s
KELLY
MOSES s
STOLTZE s
0Sr WEYRAUCH
CROFT
FOSTER K"
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MEYER
CHENAULT 1 7/
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AMENDMENTS

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-L.S0637\X

1 Page 93, line 19

2 Delete All Material

3 Insert

4 (1) lias at least 25 years of service as a peace officer or fire lighter or a' least 30
5 years of service f*r all other employees; or”

6 Page 95, line 6

7 Following (j)

8 Delete “and”

9 Insert

10 Following (k)

11 Insert “and (n)”

12 Page 95 line 174ine 18

13 Delete “use the subsidy base for Medicare-eligible premiums.”
14 Insert "be eligible for benefits as defined in (n) of this section."”
15 Page 95, line 20-21

16 Delete All Material

17 Page 95, line 24

18 Delete “Each”

19 Insert “The

20 Page 96

21 Following line 25 insert

22 (n) The cost of premiums for a participant who is eligible for Medicare is the
23 following percentage of the premium amount;

24



13

14

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31

(A) 30 percentifthe member had 10 or more, but less than 15, years ofservice:
(B) 25 percentif the member had 15 or more, but less than 20, years of service;
(C) 20 percentif the member had 20 or more, but less than 25, years of service;
(D) 10 percentifthe member had 30 or more years of service.

Page 83, line 22

Delete “3.5”

Insert “2.5”



G N R

10

=

13
14
15
16
17
18
19

20

22

23

24-1.50637\X.12
">y Craver
4/30/05

AMPENILDHMENT

OFFERED INTHE HOUSE

TO: HCS CSSB 141 (STA)

Page 83, line 22:
Delete "3.5"

Insert "2.5"

Page 93, line 19, following "the member has":

Delete all material and insert "at least 2> years of service as a peace ofiiclr or fiie

fighter or at least 30 years ofservice for all other employees; or”

Page 94, lines 4, f'f owing "a member with at least":

Delete "30 years ofservice”

service for all other employees™”

Page 95. line 6:
Delete "(j) and (k)"

Insert "(j), (k). and (n)"

Page 95, lines 17 - 18:

Delete "will use the subsidy base for Medicare-eligible premiums

Insert "are eligible for benefit: us provided in in) of this section

Page 95. line 1S:

Delete "will"



10

12
13
14
15
16
17
18
19
20
21

22

24
25
26
27
28
29

3U

24-1.S0637\X.12

Insert "shall"

Page 95, line 20 following "(m)" through line 21:

Delete all material.

Page 95. line 22:
Delete "the subsidy"
Insert "The subsidy"
Delete "will be"

Insert "shall be"

Page 95, line 24:
Delete "Each™
Insert "The"
Delete "uill"

Insert "shall"

Page 95. following line 25:
Insert a new subsection to read:

"(n) The cost of premiums for a participant who is eligible for Medicare is the

following percentage ofthe premium amount:

(1) 30 percent if the member has 10 or more, but less than 15 years of

service;

(1) 25 percent if the member has 15 or more, but less than 20 years of
service;

(1) 20 percent il live member has 20 or more, but less ihan*"Tyears of
service;

(1j 10 percent if the member has 30 Of more \ ears ofservice.

Keletter the following subsections according)}.
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AMENDMENT 5

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-1LS0637\X

1 Page 93, line 19

2 Delete Ail Material

3 Insert

4 (1) has at least 25 years of service as a peace officer or fire fighter or at least 30
5 years of service for all otheremployees; or”

6 Page 95, line 6

7 Following (j)

8 Delete “and”

9 Insert

10 Following (k)

11 Insert “and (n)"

12 Page 95 line 17-line 18

13 Delete “use the subsidy base for Medicare-eligible premiums.”
14 Insert “be eligible for benefits as defined in (r' ol this section.”
15 Page 95, line 20-21

16 Delete All Material

17 Page 95, line 24

18 Delete “Each™

19 Insert “The

20 Page 96

21 Following line 25 insert

22 (n) The cosl of premiums for a participant who is eligible for Medicare is the
23 following percentage of the premium amount:

24



13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
1)
30
31

(A) 30 percent if the member had 10
(B) 25 percent if the member had 15
(C) 20 percent if the member had 20
(D) 10 percent if the member had 30
Page 83, line 22
Delete “3.5”

Insert “2.5”

ormore, but less than 15, years ofservice;
ormore, but less than 20, years of service;
ormore, but less than 25, years of service;

ormore years of service.



AMENDMENT 6

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-1S0637\X

1 Page 50, line 6

2 Insert new paragraph

3 (8) review annually the status of the retiree health insurance fund established for
4 members of the defined contribution plans under AS 14.25.310-14.25.590 and AS
5 39.35.700- 39.35.990 to ensure the medical cost rate established for employers under
6 AS 14.25.350(b) and AS 39.35.750(b) is suff''\*nt to fully fund the employers’

7 required share of the premiums established for the reliree major medical insurance
tS plan: the board shall notify the legislature immediately if the board determines the
9 rates established by statute are insufficient; i

10

11 Renumber the Remaining Paragraphs Accordingly

12

13

14

15

16

17

IN

19

20

21

22

23

24
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AMENDMENT (

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-1L.S0637\X

1 Page 50, line 6

2 Insert new paragraph

3 (8) review annually the status of the retiree health insurance fund established for

4 members of the defined contribution plans under AS 14.25.310-14.25.590 and AS
39.35.700- 39.35.990 to ensure the medical cost rate established for employers under
AS 14.25.350(b) and AS 39.35.750(b) is sufficient to fully fund the employers’
required share of the premiums established for the reliree major medical insurance
plan; the board shall notify the legislature immediately if the board determines the
rates established by statute are insufficient rC> ro m er AOAV*

10 o -VrhoeAr- on-c~C- "=y c

1 Renumber the Remaining Paragraphs Accordingly

12

13

14

15

16

17

IS

19 /

20 - ~Vecvk Vg

2 /X

|__Z

23



AMENDMENT 6

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-1.S0637\X

1 Page 50, line 6
2 Insert new paragraph

3 (S) review annually llie status of the retiree health insurance fund established for

4 members of the defined contribution plans under AS J4.25.310-14.25.590 and AS

5 39.35.700- 39.35.990 to ensure the medical cost rate established for employers under
6 AS 14.25.350(b) and AS 39.35.750(b) is sufficient to fully fund the employers’

7 required share of the premiums established for the retiree major medical insurance

8 plan; the board shall notify the legislature immediately if the board determines the

9 rates established by statute are insufficient; A rw\o, [ T
10 Cr\ "'"W'cO' Ouv_d

11 Renumber the Remaining Paragraphs Accordingly

13
14
15
16
17
IS
19

20

21

23

24
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MEYER

HOUSE FINANCE
COMMITTEE

DATE: 4 (~Psr~n
Amendment: Qetva r o pfr > Q

Favor Oppose
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AMENDMENT 7

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 141 (STA)
24-LS0637\X

Page 51, line 20
Delete “$150”
Insert “$400”

A W ON

ol

10

13
14
15
101
17

19

20
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23
24



AMENIMENTS t_U)A

OFFERED INTHE HOUSE FINANCE COMMITTEE BY REP VU"*"W OJUC

TO: HCS CSSB 141 (STA)
24-LS0637\X

Page 93 following Line 28, insert new section to read:

Sec 39.35.875. Death Benefit for Peace Officers and Eire Fighters, (a) A peace officer
or fire fighter killed in the line of duty is entitled to a lump sum death benefit as outlined
in this section. To be eligible for this benefit, the member’s death must have occurred

under the following conditions:

(1) while the member is an active member of the retirement plan established

under AS 39.35.700 - 39.35.990: and
(2) the proximate cause of death is a bodily injury sustained while in the
performance and within the course and scope of the employee’ duties, and
(3) neither the injury nor death were the proximate result of willful negligence

of the employee or by the employee’s own hand

(b) If the death is caused by an act of assault, assassination, or terrorism directly
related to the person's status as an employee, whether the act occurs on or off the
employee's job site, the death shall be considered to have occurred in the performance of

the employee’s duties for purposes of (a)(3) of this section.

(c) The lump sum death benefit shall be $500,000 paid to the surviving spouse. If
there is no surviving spouse, the death benefit shall be paid in equal parts to the

dependant children of the employee.

(d) If no surviving spouse or dependent children exist at the time of the death or if
the employee designates a beneficiary other than the surviving spouse or dependent
children under AS 39.35.850, the employee's designated beneficiary is entitled to receive

a lump sum death benefit of $250,000.

(e) The death benefit shall be paid from the group health and life benefits fund
established under AS 39.30.095.

(f) For purposes of this section, "peace officer” and "fire fighter" have the
meaning given in AS 39.35.680.
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OFFERED TNTHE HOUSE FINANCE COMMITTEE

AMENDMENTS J\

BY REP

TO: HCS CSSB 141 (STA)
24-LS0637\X

Page 93 following Line 28, insert new section to read:

Sec 39.35.875. Death Benefit lor Peace Officers and Fire Fighters, (a) A

peace officer or fire fighter killed in the line of duty is entitled to a death benefit as
outlined in this section. To be eligible for this benefit, the member’s death must have

occurred under the following conditions:

(1) while the member is an active member of the retirement plan
established yhder AS 39.35.700 - 39.35.990; and

(2) the proximate cause of death is a bodily injury sustained while
in the performance and within the course and scope of the

employe's duties, and
(3) neitheythe injury nor death were the proximate result of willful
negligence of the employee or by the employee's own hand

(b) If the deatf/is caused by an act of assault, assassination, or terrorism

directly related to the persoi/s status as an employee, whether the act occurs on or off the
employee’sjob site, the death shall be considered to have occurred in the performance of

the employee's duties for purposes of (a)(3) of this section.

(c) The death benefit shall be $200,000 paid to the surviving spouse. If
there is no surviving spouse, the death benefit shall be paid in equal parts to the
dependant children oythe employee. The benefit shall be paid as a lump sum unless the
member had sclccted'an annuity option in accordance with regulations established by the

administrator. /

(dyif no surviving spouse or dependent children exist at the time of the
death or if the employee designates a beneficiary other than the surviving spouse or
dependent children under AS 39.35.850, the employee's designated beneficiary is entitled

to receive a lump sum death benefit of $250,000.

/(e) The death benefit shall be paid from the group health and life benefits
fund established under AS 39.30.095.

| (f) For purposes of this section, "peace officer” and "fire fighter? have the
meaning gwen in AS 39.35680. \ \ v'V» O* A
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OFFERED INTHE HOUSE FINANCE COMMITTEE

TO: HCS CSSB 141 (STA)
24-LS0637\X

Page 93 following Line 28, insert new section to read:

Sec 39.35.875. Death Benelit for Peace Officers and Fire Fighters, (a) A

peace officer or fire fighter killed in the line of duty is entitled to a death benefit as
outlined in this section. To be eligible for this benefit, the member’s death must have

occurred under the following conditions:

(1) while the member is an active member of the retirement plan
established under AS 39.35.700 - 39.35.990; and

(2) the proximate cause of death is a bodily injun sustained while
in the performance and within the course and scope of the

employee's duties, and
(3) neither the injury nor death were the proximate result of willful

negligence of the employee or by the employee’s own hand

(b) If the death is caused by an act of assault, assassination, or terrorism
directly related to the person's status as an employee, whether the act occurs on or off the
employee'sjob site, the death shall be considered to have occurred in the performance of

the employee's duties for purposes of (a)(3) of this section.

(c) The death benefit shall be $500,000 paid to the surviving spouse. If
there is no surviving spouse, the death benefit shall be paid in equal parts to the
dependant children of the employee. The benefit shall be paid as a lump sum unless the
member had selected an annuity option in accordance with regulations established by the

administrator.

(d) If no surviving spouse or dependent children exist at the time of the

death or if the employee designates a beneficiary other than the surviving spouse or
dependent children under AS 39.35.850, the employee's designated beneficiary is entitled

to receive a lump sum death benefit 0f5250,000.

(c)The death benelit shall be paid from the group health and life benefits
fund established under AS 39.30.095.

(f) For purposes of this section, "peace officer” and “fire lighter" have the

meaning given in AS 39.35.680.
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AMENDMENT LM, ﬁA D / /
lot™ ra A jc c'

CSSB 141 - fern- to rtpUco g¢gA A
CONCEPTUAL <hX<XU/
For any employee hired after the effective date of this act, who is killed or I\p"

disabled in the course of their employment, the provisions of AS 14.25.157,
160, 162 or 39.35.410, 415, 420, 430, and 440 as they existed before the

effective date of this act, shall apply.



AMENI)MENTO9

OFFERED IN THE MOUSE FINANCE COMMITTEE BY REP

TO: HCS CSSB 141 (STA)
24-L.S0637\X

Page S3 insert new wording for See 39.35.750(b) to read:

(b) An employer shall also make a contribution towards retiree major medical insurance.
The contribution shall be paid into to the group health and life benefits fund established
under AS 39.30.095 and accounted for in accordance with regulations established by the
commissioner of administration. The contribution shall be a percent of a member’s
compensation from July 1to the following June 30 as follows:

(1) 2.00 percent for peace officers and fire fighters

(2) 1.75 percent of compensation for all others



AMENDMENTSY9 /\

OFFERED INTHE HOUSE FINANCE COMMITTEE BY REP

TO: HCS CSSB 141 (STA)
24-LS0637\X

Page S3 insert new wording for See 39.35.750(b) to read:

(b) An employer shall also make a contribution towards retiree major

medical insurance. The contribution shall be paid into to the group health and life
benefits fund established under AS 39.30.095 and accounted for in accordance with
regulations established by the commissioner of administration. The contribution shall be
a percent of amember’s compensation from July 1to the following June 30 as follows:
(1) 2.75 percent for peace officers and fire fighters
(2) 2.50 percent of compensation for all others



g.(/) AMKNDMIENT 10

OFFERED INTHE MOUSE FINANCE COMMITTEE BY REP V V /A

TO: HCS CSSB 141 (STA)
24-LS0637\X

Page 57 on line 7 replace existing Sec. 75 with the following language

* Sec. 75. AS 39.30.160(a) is amended to read:

(a) The Department of Administration shall, in accordance with policies
prescribed by regulations of the Public Employees Retirement Board, provide to
employees for whom special individual employee benefit accounts arc established under
AS 39.30.150(c) the following benefit options:

(1) supplemental health benefits,

(2) supplemental death benefits,

(3) supplemental disability benefits, and

(4) supplemental dependent care benefits.

Page 57 following Line 27 insert new section lo read:

*See .AS 39.30.160(b) isamended to read:

(b) An employee may select the types and amounts of supplemental benefits to be
purchased with the money deposited in the employee's special individual employee
benefit accounts under AS 39.30.150(c). The selection must be from the benefit options

listed in (a) of this section.
Page 58 on line I, insert new section to icad:
*Sec .AS 39.30.160 isamended by adding a new subsection to read:

(f) Employees for whom special individual benefit accounts are established under
AS 39.30.150(c) but who arc not directly enrolled in the state supplemental annuity plan
through their employer, shall be afforded the option of purchasing supplemental benefits
listed in (a) of this section. The department of administration shall establish procedures to
accommodate these members through the department's normal open enrollment process.



AMENDM KNT 10  ; p

OFFERED INTHE IIOUSE FINANCE COMMITTEE

TO: HCS CSSB 141 (STA)
24-US0637\X

Page 58 on line I.insert new section to read:
*Sec .AS 39.30.160 isamended by adding a new subsection to read:

(f) Employees for whom special individual benefit accounts aie established under
AS 39.30.150 but who are not directly enrolled in the supplemental benefits program
through their employer, shall be afforded the option of purchasing supplemental benefits
listed in (a) of this section. The department of administration shall establish procedures to
accommodate these members through the department's normal open enrollment process.



$ i,S advfod

AMENIMENT 10 A
$n;c I miu

OFFERED INTHE HOUSE FINANCE COMMITTEE BY REP

TO: HCS CSSB 141 (STA)
24-LS0637W'

Page 57 following line 6 insert new section to read:

*See . AS 39.30.150 is amended to read:

(¢) An employee who is enrolled in the State of Alaska Supplemental Annuity Plan
may voluntarily elect additional wage reductions to be paid into special individual employee
benefit accounts in the Department of Administration. Money in these accounts may only be used
to purchase benefits selected by the employee under the supplemental benefits plan established
under AS 39.30.160 [BY THE ADMINISTRATOR].

fd) An employee first hired in a position covered bv the public employees retirement
system on or after July 1. 2005. whose employer is not a participant in the Slate of Alaska
Supplemental Annuity Plan, may voluntarily elect additional wa»e reductions under <d of
this section to purchase benefits under AS 39.3d.161)(n 1(2) and (3). The employer shall
transmit the employee wane reductions to the Department of Administration in accordance

with regulations established hy the administrator.

Page 57 on line 18 replace existing Sec. 75 with the following language

* Sec. 75. AS 39.30.160(a) is amended to read:

(a) The Department of Administration shall, in accordance with policies prescribed by
legislations [OF THE PUBLIC EMPLOYEES RETIREMENT BOARD), provide to employees for
whom special individual employee benefit accounts are established under AS 39.30.1501c) or AS
39.30.150(d) the following benefit options:

(1) supplemental health benefits:).J

(2) supplemental death benefits:),]

(3) supplemental disability benefits:).] and

(4) supplemental dependent care benefits.

Page 57 following Line 27 insert new section to read:

'"Sec .AS 39.30.160(b) isamended to read:

(hj An employee may select the types and amounts ot supplemental benefits t*be
purchased with the money deposited in the employee’s special indisidu.il« nploycc benefit
accounts under AS 39.30.150(c) or AS 39.30.150(d). The selection must 1. from the benefit

options listed in (a) ol this section



Page 83 following line 10, insert new section to read:

*Sec .AS 39.35.735 Access to supplemental benefits, (a) An employee may
voluntarily elect to purchase supplemental benefits as established under AS 39.30,160.
The department of administration shall accommodate participating employees through
the department’s normal open enrollment process. The employee may only select from
the benefit options established by the department and shall pay for the benefits thorough
payroll deductions. As necessary, the department of administration shall establish
individual employee benefit accounts into which payroll deductions are deposited.
Money in these accounts may only be used to purchase benefits selected by the employee
under this section.

(b) Only employees who are enrolled directly through a qualified employer may
participate in the State of Alaska Supplemental Annuity Plan established under AS

39.30.150.

Amendment Page 3of 3
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AMENDMENT 11

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 141 (STA)
24-LS0637VX

1 Page 59, lines 24-27
2 Delete all material

3 Insert

“If a person who has not met the eligibility requirements of AS 14.25.470 or AS

IS

39.35.870 returns to employment with a participating employer within 10 years after

the date of termination, the person’s account balance shall be restored in the amount

o 9

recorded on the date of termination from the trust, with interest.

~

14

16

17

19
20
21
&M
23

24



AMENDMENT 12

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CS SB 141 (STA)
24-LS0637\X

1 Page 27, lines 8-11

2 Delete all material

© 0o N o o1 b~ W

n
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13
14

16
17
18
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22
23
24



oA e

o N o

10

12

14
15
16
17

24-1.S0637\X.6
Craver
4/28/05

AMENIDMENT O

OFFERED IN THE HOUSE
TO: HCS CSSB 141(STA)

Page 112. following line 7:
Insert a new bill section to rea
"* Sec. 143. The uncodified law of the Stale of Alaska is amended by adding a new section
to read:
CONDITIONAL RETROACTIVITY. Ifsecs. 1-9, 12. 15- 18 20 - 86, 93 - 104,
106 - 111, and 113 - 130 of this Act take effect after July 1 2005. sees. 1- 9, 12, 15-18. 20 -

86, 93 - 104. 106 - 111. and 113 - 130 of this Act arc retroactive to July 1. 2005."

Renumber the following bill sections accordingly.

Page 112, line 10:
Delete "Section 142 of this Act lakes"

Insert "Sections 142 and 143 of this Act take"

Page 112. line 11
Delete "secs. 143 and 144"
Insert "secs. 144 and 145"



AMENDMENT 'M
lo t A roue

CSSB 141 “ A K&'fPE

CONCEPTUAL

For any employee hired after the effective dale of this act, who is killed or
disabled in the course of their employment, the provisions of AS 14.25.157,
160, 162 or 39.35.410, 415, 420, 430, and 440 as they existed before the

effective date of this act, shall apply.
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24-LS0637/7r5'

Craver
4/27/05
AMENDMENT , . s ., \
IAAJILMMV X XThM
OFFERED IN THE HOUSE BY REPRESENTATIVE WEYHRAUCH

TO: HCS CSSB 141(STA)

@2
Page)A2, following line//:

Insert anew bill section to read:
"* Sec. 143" The uncodified law of the State of Alaska is amended by adding a new section
to read:
CONDITIONAL RETROACTIVITY. Ifsecs. 1-9, 12, 15 - 18, 20 - 86, 93 - 104,
106 - H 1, and 113 - 130 of this Act take effect after July 1, 2005, secs. 1-9, 12, 15-18, 20 -
86, 93 - 104, 106 -111, and 113 -130 of this Act are retroactive to July 1, 2005."

Renumber the following bill sections accordingly.

Page 112, line 10:
Delete "Section 142 of this Act lakes"

Insert "Sections 142 and 143 of this Act take"

Page 112, line 11:
Delete "secs. 143 and 144"

Insert "secs. 144 and 145"



OFFERED IN THE HOUSE
TO: HCS CSSB 141(STA)

Page 11, line 4:
Delete "110"
Insert "105"

Page 11, line 14:
Delete "110"

Insen "105"

Page 7S, line 1
Delete " 110"
Insert "105"

24-L.S0G37VX.4
Craver
4/26/05

AMINDM mNT

BY REPRESENTATIVE WEYHRAUCH
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1:4-LS0637\X.2
Craver
4/27/05

AMEND MENT n

OFFERED IN THE HOUSE BY REPRESENTATIVE WEYHRAUCII

TO: HCS CSSB 141(STA)

Page IS, line 20. following "accounts.", through page 19. line 17:
Delete all material.
Insert "The board shall invest the assets of the individual accounts under

AS 37.10.210."

Page 49. lines 15 - 16:

Delete all material.
Reletter the following subparagraphs accordingly.

Page49. line IS, following "Plan);":

Insert "and

Page49. lines 19-20:

Delete all material.

Reletter the following subparagraph accordingly.

AS 37.10.210."
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Amendment:
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10

12

14

OFFERED IN TME HOUSE
TO: HCS CSSB 141(STA)

Page 15, line 20:
Delete "eight percent"

Insert "11 percent"

Page 16, line 10:
Delete "4.5 percent"

Insert "S.25 percent"”

Page 82, line 31.
Delete "eight percent"

Insert "11 percent"

Page 83. line 20:
Delete "4.5 percent"

Insert "8.25 percent"”

24-L.S0637\X.3
Ciaver
4/26/05

AMEN DMENT \9} Cco ~ A

BY REPRESENTATIVE WEYTIRAUCH
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AMENDMENT

Wevhrauch

CSSB 141 (STA)

Employer conlribulion rales into llie PERS/ IRS system may not exceed
increases of 2% per year.

o< de *>£-0



AMENDMENT

X -
(Xmwd-<A Weyhrauch

CSSB 141 (STA)

Add a new section lo read:

Tlie measures adopted by this acl/siial 1sunset 01l June 1, 2006.

Subsection a. shall be repealed if the Legislature has addressed and
implemented a long-term solution to die State's PERS/TERS
retirement and health benefit plan systems that deal with the
unfunded liability of those systems, to ensure the long-term
security of current and retired employees of the PERS/TERS
system and the long term viability of the PERS/TERS system.

To address the solution described in subsection b. the Legislature
shall consider and implement measures that include, but are not

a.

C.

limited to:
1 employer contributions;

2. bonding;
3. refined actuarial analyses: and
4. contributions from other state sources.
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AMENDMENT A

Weyhruuch

CSSB 141 (STA)

Amend Section 1 us follows.
'fhe uncodified law of the State of Alaska is amended by adding a new

section to read:

The division of retirement and benefits to implement by regulation cost-
saving measures appropriate to c”irrei“Uuid”~bture retirees in the health care
system. This includesTOm”nilinu/acumr's rebates, co-pay levels, and
multi-tiered co-payment structures; mandating the use of generic drugs;
determining the type of drug classes in a formulary; dispensing fees;
mandating or providing incentives for mail order pharmaceuticals; using a
reduction in the average wholesale price; providing case management
services for certain users of pharmaceuticals; capping the number of
prescriptions filled each month: and restricting the number of refills that

users can have at one time.



AMENDMENT <N\

Pi» peP 7~ : Wocylirauch

no jo b V -
CSSli 141 (STA) <N,

Amend Section 1 as follows.

The uncodified law of the Stale of Alaska is amended by adding a new
section to read:

The division of retirement and benefits to implement by regulation cost-
saving measures appropriate to current and future retirees in the health care
system. This includes using manufacturer's rebates, co-pay levels, and
multi-tiered co-payment structures; mandating the use of generic drugs:
determining the type of drug classes in a formulary; dispensing fees;
mandating or providing incentives for mail order pharmaceuticals; using a
reduction in the average wholesale price; providing case management
services for certain users of pharmaceuticals; capping the number of
prescriptions filled each month; and restricting the number of refills that
users can have at one time.



5-1-0 C
S"\O
AMENDMENT

Weyhrauch

CSSH 141 (STA)

Delete section33"-50.

Renumber accordingly



