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CONC KPTIHAL AMENI)MENT

OFFERED IN THE MOUSE BY REPRESENTATIVE HAWKER

TO: Senate Bill 141

Remove all language instituting a new tier system

Insert where appropriate, with appropriate section numbers, conforming
amendments, and references as necessary to implement the new sections

with an immediate effective date:

New Bill Section: AS 14.25 is amended hy adding a new section to read:
Sec. 14.25.052. Calculation of member contribution rale, (a) Each active member shall
contribute a percentage of the member's base salary to be determined annually in
advance by the administrator. The member contribution rate is the greater of

(1) 8.65 percent; or

(2) one-half of the normal cost rate actuarially calculated to fund the benefits expected to be
earned by active members during the fiscal year.

(b) Notwithstanding (a) of this section, the member contribution rate may not increase more

than one-half of a percentage point annually,

New Bill Section: AS 44.85.01U (aj is amended by adding a new section to read:

4) to assist uovernmcntal employers to prepay nil or a portion of their share of
unfunded accrued actuarial liabilities of retirement systems in an effort lo reduce their
costs ol' salislVinu their contractual obligations to provide retirement and other benefits
to public employees throuuh the issuance of bonds, notes, or commercial paper bv the

bond bank authority or bv ;i subsidiary corporation created bv the bond bank authority

under AS 44.85.085.
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New Bill Section: AS 44.S3.010 (b) is amended to read:

1
2 (1) the exercise of the powers of the state in the interest of its municipalities and in the
3 interest ol' public employees of the state and of its municipalities is required to further and
4 implement the policies declared in (a) of this section by authorizing the creation of a state
5 bond bank authority as a body corporate and politic that will have full powers to borrow
6 money and to issue its bonds and notes to make capital funds available for borrowing by
7 municipalities and for borrowing bv or on behalf of governmental employers, bv
S authorizinu governmental employers to contract with the bond bank authority or with a
9 .subsidiary created under AS 44.S5.0S5 for the purpose of reducing future costs of
It) providiim retirement and other benefits to employees, and by granting broad powers to
11 the bond bank authority to carry out the declared policies, which are in the public interest of
12 the stale and its taxpayers and residents;
13 (2) stale funds should be applied or authorized lo be paid to a stale bond bank authority
14 only lo provide adequate assurance and security to the holders of the bonds or notes of the
15 bond bank authority;
16 (3) the bond bank authority should conduct its operations to provide the lowest rates in
17 terms of borrow ing to municipalities and to governmental employers as is consistent with a
) self-supporting operation with no expectation of subsidization with slate funds; the
19 legislature does not intend that the bond bank authority be utilized as a means to finance
20 municipalities or uovertnnentnl employers beyond their capability lo meet repayment
21 schedules and debt service requirements of bonds, notes, commercial paper, or contractual
22 obligations to the bond bank authority IQR NOTES I.
23
24  New Bill Section: AS 44.85.0S0 (20) is amended to read:
25 (20) by regulation, create a new entity or new entities for the purpose of issuing
26 negotiable or nonncgoliable revenue bonds, notes, or certificates of participation to f ..ancc a
27 self-insurance program for municipalities or municipal joint insurance arrangements
2S organized under AS 21.76 or to provide assistance to governmental employers under AS
29 44.85.0«S5(a); the powers, duties, and membership of the new entity or entities shall he
30 limited to the powers, duties, and membership of the authority and stated in the regulation;
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the new entity or entities shall each be a public corporation and an instrumentality of the

stale with the same legal existence and continuing succession as the bond bank authority; and

New Bill Section: AS 44.85 is amended by adding nev' sections to read,;
Sec. 44.85.085. Creation of subsidiary corporation.
(@ The bond bank authority may create one or more subsidiary corporations for the
following purposes:
(1) providing financial and other assistance to governmental employers to enable the
governmental employers to reduce their costs of providing retirement and other benefits to
their employees by prepaying all or a portion of their shares of the unfunded accrued

actuarial liabilities of retirement systems;

(2) receiving payments and providing servicing for payments to or from participating
governmental employers; and

(3) performing other duties and providing other services as the subsidiary corporation
considers necessary or desirable to further the purposes set out in (1) and (2) of this
subsection.

(b) The bond bank authority may incorporate under AS 10.20,146 - 10.20.166 a
subsidiary corporation created under (a) of this section. The bond bank authority may
transfer assets of the bond bank authority to the subsidiary corporation and may agree to
secure bonds, notes, commercial paper, or other obligations of the subsidiary corporation
with areserve fund established under AS 44.85.270.

(c) A subsidiary corporation created under (a) of this section may borrow money and
issue bonds, notes, commercial paper, or other obligations as evidence of that borrowing and
may have all the powers of the bond bank authority that the bond bank authority grants to it.
The provisions of AS 44.85.130 - 44.85.170 and 44.85.270 - 44.85.390 apply to the
subsidiary corporation and to bonds, notes, commercial paper, or other obligations issued by
the subsidiary corporation. Unless otherwise provided by the bond bank authority, the debts,
liabilities, and obligations of the subsidiary corporation are not the debts, liabilities, or
obligations of the bond bank authority.

(d) The staff of the bond bank authority serves as staff of a subsidiary corporation

created under (a) of this section. The bond bank authority shall determine the membership or
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llie process for selecting the membership of the board of directors of the subsidiary
corporation. The bond bank authority may permit some or all of its directors to serve on the
board of directors of the subsidiary corporation. Sec. 44.85.086. Powers of subsidiary
corporation. A subsidiary corporation created under AS 44.85.085 has the following powers
in addition those granted to il under AS 44.85.085(c):
(D) to make loans to and enter into contracts with governmental employers;

(2) lo incur debt in furtherance of its purposes in the form of bonds, notes, commercial

8paper, or other forms as the subsidiary corporation *onsiders appropriate;
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(3) to secure its debt with a pledge of any assets that are available to the subsidiary
corporation for the purpose, including identified revenue and contractual payments from
participating governmental employers, and the general assets and revenue of the subsidiary
corporation; and

(4) to enter into contracts with underwriters, bond counsel, financial advisors,
accountants, actuaries, and other contractors to provide assistance as the subsidiary

corporation considers desirable to accomplish its purposes.

New Bill Section: AS 44.85.100(b) is amended to read:

(b) The bond bank authority shall include in the report required by (a) of this section an
estimate of the amount of revenue bonds of the bond bank authority to be issued during the
fiscal year following the fiscal year in which the report is submitted. Other than refnndinu

bonds and other than bonds, notes, commercial paper, or other obligations issued under
AS 44.55.086 and 44.85.1S0(a)(5). the |TILE] bond bank authority may not issue revenue
bonds ( OTHER THAN REFUNDING BONDS.| in excess of $75,000,000 during any fiscal

year beginning after June 30. 1981. unless the legislature, by law. approves the estimate

required by this subsection for that fiscal year.

New Bill Section: add a new section to AS 44.85.180(a) read:
(5) assistint; uovoriiinenliil employers to prepay all or a portion of their share of the

unfunded accrued actuarial liabilities of retirement systems, with security as the bond

bank authority considers reasonable.
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New Bill Section: AS 44.85.180(c) is amended to read;

(©) Notwithstanding the provisions of (a) and (b) of this section, the total amount of bond
bank authority bonds and notes outstanding al any one time [ EXCEPT BONDS OR NOTES
ISSUED TO FUND OR REFUND BONDS OR NOTES,] may not exceed $500,000,000.

This .subsection docs not apply to (1) bonds or notes issued lo fund or refund bonds or

notes; (2) bonds, notes, commercial paper, and other obliua. mis issued under AS

44.85.086 or 44.85.180(a)(5).

New Bill Section: AS 44.85.410(a)(5) is amended by adding a new paragraph lo read:
(8) "governmental employer" means the State of Alaska or a municipality or other state
or municipal governmental entity within the state, including an agency, instrumentality,

district, school district, public corporation, department, division, or other subdivision of the

state or of a municipality, in its capacity as an employer.

Add fiscal note funding TRS component of HB 1.

Revise other fiscal notes as appropriate.
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AMENDMENT

TO BE OFFERED IN MOUSE FINANCE BY REPRESENTATIVE
TO HCSSB M1 (STA)\“X”

Page 1, line 1through page 2, line 3:
Delete all material.

Page 2, line 5 through page 112, line 12

Delete all material.
Insert: “Section 1. AS 37.10.210 is repealed an reenacted lo read:

Sec. 37.10.210. Alaska Retirement Management Board, (a) The Alaska
Retirement Management Board is established in the Department of Revenue. The board's
primary mission is to serve as the trustee of the assets of the stale’s retirement systems,
the State of Alaska Supplemental Annuity Plan, and the deferred compensation program
for state employees. Consistent with standards of prudence, the board has the fiduciary
obligation to manage and invest these assets in a manner that is sufficient to meet the
liabilities and pension obligations of the systems, plan, and program. The board may,
with the approval of the commissioner of revenue and upon agreement with the
responsible fiduciary, manage and invest other state funds so long as the activity does not
interfere with the board's primary mission. In making investments, the board shall
exercise the powers and duties of a fiduciary of a slate fund under AS 37.10.071.

(b) The Alaska Retirement Management Board consists uf nine trustees, as follows:

(1) two members, consisting of the commissioner of administration and the
commissioner of revenue;

(2) seven trustees appointed by the governor who meet the eligibility
requirements for an Alaska permanent fund dividend and who are professionally
crcdenlialed or have recognized competence in investment management, finance,
banking, economics, accounting, pension administration, or actuarial analysis as follows:

(A) one trustee who is a member of the general public; the trustee
appointed under this subparagraph may not hold another state office, position, or
employment and may not be a member or beneficiary of a retirement system managed by

the hoard;
(B) one trustee who is employed as a finance officer for a political

subdivision participating in the public employees' retirement system;
(C) one trustee who is employed as a finance officer for a political

subdivision participating in the teachers' reliremenl system;
(D) two of whom are members of the public employees’ retirement

system selected from a list of nominees submitted by public employees’ retirement
system bargaining units; and



(E) two of whom are members of the teachers' retirement system
selected from a list of nominees submitted by the teachers’ retirement system bargaining
units; and
(c) The trustees, other than the two commissioners, shall serve for staggered terms of six
years and may be reappointed or elected lo the board for a tolal of two consecutive terms.
A person who has served two consecutive terms may not be reappointed to the board for
at least one year.

(d) The governor may, by written notice to the trustee, remove an appointed trustee for
cause. After an appointed trustee receives written notice of removal, the trustee may not
participate in board business and may not be counted for purposes of establishing a
quorum.

(e) A vacancy on the board of trustees shall be promptly filled. A person filling a
vacancy holds office for the balance of the uncxpired term of the person's predecessor,
and the balance 93532658 ed term served is not included in the three-term limitation
under (c) of this section. A vacancy on the board does not impair the authority of a
guorum of the board lo exercise all the powers and perform all the duties of the board.
(0 Five trustees constitute a quorum for the transaction of business and the exercise of

the powers and duties of the board.
(g) A trustee may not designate another person to serve on the board in the absence of the

trustee.
(h) The board shall provide annual training to its members on the duties and powers of a
fiduciary of aslate fund and other training as necessary to keep the members of the board
educated about pension management and investment.
(i) The board shall elect atrustee to serve as chair and a trustee lo serve as vice-chair
for one-year terms. A trustee may be 1’elected to serve additional terms as chair

or vice-chair.”

Insert new section lo read:
“Sec. . AS 37 J0.390 is amended to read:

Sec. 37.10.39(1. definitions. In AS 37.10.210-37.10.390, unless the context
otherwise requires,

(1) "board” means the board of trustees of the Alaska Retirement
Management [STATE PENSION INVESTMENT] Board;

(2) “1MY(T means the fund or funds composed of the assets of each of the
retirement .systems administered and managed bv the board:

(3) “recognized competence” means a minimum of It) years’ professional
experience working or teacliint’ in the Held of investment niannitemenl. finance,
bankinu. economics, accounting, pension administration, or actuarial analysis:

(4) “retirement systems" or “systems" means the teachers’ retirement.systcm,
the judicial retirement system, the Alaska National Guard and Alaska Naval Militia
retirement system, (AND) the public employees’ retirement system, and the elected
public officers' retirement system under former AS 39.37.



AMENDMENT Noob

TO BE OFFERED IN HOUSE FINANCE BY REPRESEN rATIVE
TO IICSSB 141 (STA) \ “X”

Page 1, line 1lthrough page 110, line 23
Delete all material.

Insert New Title:
“An Act relating to establishing the Alaska Retirement Review Task Force; and

providing for an effective dale.”

The uncodified law of the Stale of Alaska is amended hy adding a new section to read:
THE RETIREMENT REVIEW TASK FORCE: It isdie intent of the
Legislature to create atemporary task force to review the Alaska state retirement systems.
The task force sunsets 30 days after the first day of the second regular legislative session

following the effective date of this section.
(a) The panel shall be composed of
(1) a member of the Teachers’ Retirement System Board;
(2) amember of the Public Employees’ Retirement System Board:
(3) amember of the Alaska Stale Pension Investment Board;
(4) one senator selected by the minority in the senate;
(5) one senator selected by the majority in the senate;
(6) one representative selected by the minority in the house of representatives;
(7) one representative selected by the majority in the house of representatives;
(S) two people selected by the governor; and
(9) two people selected by the governor from alist of union nominations.
(b) Each union representing at least 300 public employees who have as members
employees who are beneficiaries of the Teachers’ Retirement System (AS 14.25) or the
Public Employees’ Retirement System (AS 39.35) may submit the name of a person for
consideration by the governor under (a) (9) of this section.
(c) The panel shall select achair who shall conduct the meetings of the panel. Not later
than the first day of the second regular session of the Twenty-Fourth Alaska State
Legislature, the chair shall notify the revisor of statutes of the findings of the panel.
(d) The panel shall present a report lo i e legislature containing the task force’s
assessments and recommendations as provided in this section. The panel shall report to
the legislature 120 days after all members are appointed to the board, or 15 days after the
first day of the first regular legislative session following the effective date of this section,
whichever is first. The report must include the panel’s
(1) preliminary assessment of the financial health of all public employees’ retirement
plans and all teachers' retirement plans;
(2) assessment of the actuarial services purchased by board;
(3) recommendations for additional legislative or administrative policy to improve

the financial health of the retirement plans;



(4) short-term and long-term recommendations for addressing the unfunded liability
of the retirement plans; and
(5) recommendations for legislative procedures regarding fiscal notes for new
legislation affecting the retirement plans.”
(c)Members of the panel are entitled to transportation and per diem expenses for any
meeting as provided in AS 39.20.1SO.

This Act takes effect immediately under AS 01.10.070(c)”



AMENDMENT A
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 141(STA)

Page 11, following line 23:
Insert a new bill section to read:
"* Sec. 20. AS 14.25.16S(a)is repealed and reenacted to read:

(a) Except as provided in (c) of this section, the following persons are entitled

to major medical insurance coverage under this section:

(1) ateacher who is receiving a monthly benefit from the plan and who

has elected coverage;
(2) the spouse and dependent children of the person described in (1) of

this subsection;
(3) the surviving spouse of a deceased teacher who is receiving a

monthly benefit from the plan and who has elected coverage;

(4) the dependent children of a deceased teacher who are dependent on

the surviving spouse described in (3) ofthis subsection.”
Renumber the following bill sections accordingly.

Page 79, following line 11:
Inserta new bill section to read:
"* Sec. 116. AS 39.35.535(a) is repealed and reenacted to read;

(a) Except as provided in (d) ofthis section, the following persons are entitled

to major medical insurance coverage under this section:

(1) an employee who is receiving a monthly benefit from the plan and

who has elected coverage;



© 00 N o 0o N W N -

10

12
13
14
15
16
17

19
20
21
22
23
24
25
26
27
28
29
30
31

24-LS0637VX.17

(2) the spouse and dependent children of the person described in (1) of

this subsection;
(3) the surviving spouse of a deceased employee who is receiving a

monthly benefit from the plan and who has elected coverage;

(4) the dependent children of a deceased employee who are dependent

on the surviving spouse described in (3) of this subsection."
Renumber the following bill sections accordingly.

Page 107. line 25:
Delete "sec. 59"

Insert "sec. 60"

Page 107, line 30:
Delete "sec. 59"

Insert "sec. 60"

Page 108, line 2:
Delete "sec. 59"

Insert "sec. 60"

Page 111, line 9, following "14.25.168":

Insert "(c)"

Page 111. line 20:
Delete "39.35.535(a),"

Page 1J2, line 4:
Delete "SECTIONS 140 AND 141"

Insert "SECTIONS 142 AND 143"
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Page 112, line 5:
Delete "secs. 140 and 141"

Insert"secs. 142 and 143"

Page 112, line 7:
Delete " secs. 139 and 140"

Insert "secs. 141 and 142"

Page 112, line 8:

Delete "Sections 10, 11, 13, 14, 19, 87 - 92, 105, 112, and 131"

Insert "Sections 10, 11, 13, 14, 19. 88 - 93, 106, 113, and 133"

Page 112, line 10:
Delete "Section 142"

Insert "Section 144"

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

Insert "secs. 145 and 146"

24-L.S0637VX. 17
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fle u ) AMENNDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE KELLY

TO: HCS CSSB 141(STA)

Page 11, following line 23.
Insert a new bill section to read:
"* Sec. 20. AS 14.25.168(a) is repealed and reenacted to read:
(a) Except as provided in (c) of this section, the following persons are entitled
to major medical insurance coverage under this section:
(1) for teachers first hired before July 1, 1990,
(A) ateacher who is receiving a monthly benefit from the plan

and who has elected coverage;

(B) the spouse and dependent children of the teacher described
in (A) of this paragraph;
(C) the surviving spouse of a deceased teacher who is receiving

a monthly benefit from the plan and who has elected coverage;
(D) the dependent children of a deceased teacher who are
dependent on the surviving spouse described in (C) ofthis paragraph;
(2) for teachers first hired on or after July 1, 1990,

(A) ateacher who is receiving a monthly benefit from the plan

and who has elected coverage for the teacher;

(B) the spouse of the teacher described in (A) of this paragraph

if the teacher elected coverage for the spouse;

(C) the dependent children of the teacher described in (A) of

this paragraph if the teacher elected coverage for the dependent children:

(D) the surviving spouse of a deceased eacher who is receiving

a monthly benefit from the plan and who has elected coverage;
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the dependent children of a deceased teacher who are

(E)

dependent on the surviving spouse described in (D) of this paragraph if the

surviving spouse has elected coverage for the dependent children."”
Renumber the following bill sections accordingly.

Page 79, following line 11:
Insert a new bill section to read:

"* Sec. 116. AS 39.35.535(a) is repealed and reenacted to read:
Except as provided in (d) of this section, the following persons are entitled

(a)
to major medical insurance coverage under this section:
(1) for employees lirst hired before July 1, 1986,
(A) an employee who is receiving a monthly benefit from the

plan and who has electc i coverage;

(B) the spouse and dependent children of the employee
described in (A) of this paragraph;
(C) the surviving spouse of a deceased employee who is

receiving a monthly benefit from the plan and who has elected coverage;
(D) the dependent children of a deceased employee who are
dependent on tl.e surviving spouse described in (C) ofthis paragraph:
(2) for members first hired on or after luly 1 1986,

(A) an employee who is receiving a monthly benefit from the

plan and who has elected coverage for the employee;

(B) the spouse of the employee described in (A) of this

paragraph if the employee elected coverage for the spouse:

(C) the dependent children of the employee described in (A) of

this paragraph if the employee elected coverage for the dependent children;

(D) the surviving spouse of a deceased employee who is

receiving a monthly benefit from the plan and who has elected coverage:

(E) the dependent children of a deceased employee who are

dependent on the surviving spouse described in (L)) of this paragraph if the
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surviving spouse has elected coverage for the dependent children."

Renumber the following bill sections accordingly.

Page 107, line 25:
Delete "sec. 59"

Insert "sec. 60"

Page 107, line 30:
Delete "sec. 59"

Insert "sec. 60"

Page 108, line 2:
Delete "sec. 59"

Insert "sec. 60"

i 111, line 9:
Delete "14.25.168"

Insert "14.25.168(c)"

Page 111. line 20:
Delete "39.35.535(a),"

Page 112, line 4:
Delete "SECTIONS 140 AND 141"
Insert "SECTIONS 142 AND 143"

Page 112. line 5:
Delete "secs. 140 and 141"

Insert "secs. 142 and 143"
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Page J12, lines 6- 7:
Deleie "secs. 139 and 140"

Insert "secs. 142 and 143"

Page 112, following line 7:

Insert a new bill section to read:

"* Sec. 145. Sections 20and 116 of this Act take effect January 1,2006."

Renumber the following bill sections accordingly.

Page 112, line 8:

Delete "Sections 10, 11. 13, 14, 19, S7 - 92, 105, 112, and 131"

Insert "Sections 10, 11, 13, 14, 19,88 - 93, 106, 113, and 133"

Page 112, line 10:

Delete "Section 142"

Insert "Section 144"

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

Insert "secs. 145 -147"

24-LS0637\X.18
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SB 141
Amendmelll128

By Weyhrauch
Add to Page 49

New subsection (4):

Assist in prescribing the polices for the proper operation of the
system and carry on other activities that are considered necessary
lo carry out the intent and purpose of the system in accordance

with this chapter;”

Renumber accordingly.
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I "Ail Act relating to the Alaska Muiiieipal Bond Rank Antliorily; permitting the Alaska

2 Municipal Rond Bank Authority or a subsidiary of the authority to assist state and

3 municipal governmental employers by issuing bonds and other commercial paper to

4 enable the governmental employer- to prepay all or a portion of the governmental

5 employers' shares of the unfunded accrued actuarial liabilities of retirement systems

6 and authorizing governmental employers to eontract with and to issue bonds, notes, or

7 commercial paper to the aithorily or ils subsidiary corporation for that purpose; and

8 providing for an effective date."

9 UK IT ENACTED BY THE LEGISLATURE OKTHE STATE OF ALASKA:

10 * Section |I. AS 44.85.010 is amended to read:

See. 44.<85.010. Legislative policy, (a) Il is the policy of llie stale to

12 (I) |1(>| foster and pi  ole by all reasonable means the provision ol
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adequate capital markets and facilities for borrowing money by municipalities in the
state to linance capital improvements or for other authorized purposes, to assist these
municipalities in fulfilling their capital needs and requirements by use of borrowed
money within statutory interest rate or cost of borrowing limitations, lo the greatest
extent possible to reduce costs of borrowed money to taxpayers and residents of the
state, and equally to encourage continued investor interest in the purchase of bonds or
notes of municipalities as sound and preferred securities for investment;

(2) [TO] encourage municipalities to continue their independent
undertakings and iinancing of capital improvements and other authorized purposes
and to assist them by making capital funds available at reduced interest costs for
orderly linancing of capital improvements and other purposes especially during
periods of restricted credit or money supply, particularly for those municipalities not

otherwise able to borrow for capital needs:

(3) [TO] assist municipalities to provide for adequate insurance
coverage by authorizing the Alaska Municipal Bond Bank Authority to issue
negotiable or nonncgoliahle revenue bonds, notes, or certificates of participation either
directly or through an entity it may create lor llie purpose of prov iding a self-insurance
program Ibrnuinici, ditics or municipal joint insurance airangemcnts organized under
AS 21.76;

(4) assist governmental employers to prepay all or a iinrlion of
their share of unfunded accrued actuarial liabilities of reliremenl systems in an
effort to reduce their costs of satisfying their contractual obligations to provide
retirement and oilier benefits to public employees through the issuance of bonds.
notes, or commercial paper bv the bond bank authority or In a subsidiary
corporation created bv the bond bank authority under AS 44.85.085.

(b) The legislature further declares that

() the exercise of the powers of the state in the interest of its
municipalities and in the interest of public employees of the slate and of it™
municipalities is required to further and implement the policies declared in (a) ol this
section by authorizing the creation of a state bond bank authority as a body corporate

and politic that will have lull powers to borrow money and to issue its bonds and notes
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I to make capital funds available for borrowing by municipalities ami for borrowing

bv or on behalf of uovenimental employers, bv authorizing governmental

» employers to contract with the bond bank authority or with a subsidiary created
4 under AS 44.S5.0S5 for the purpose of reducing future costs of providing
5 retirement and other benefits to employees, and by granting broad powers to the
6 bond bank authority to carry out the declared policies, which arc in the public interest
7 of the state and its taxpayers and residents:

8 (2) stale funds should be applied or authorized to be paid to a state
» bond bank authority only to provide adequate assurance and security to the holders of
10 the bonds or notes of the bond bank authority;

il (3) the bond bank authority should conduct its operations to provide
12 the lowest rates in terms of borrowing to municipalities and to governmental
13 employers as is consistent with a self-supporting operation with no expectation ol
14 subsidization with state funds: the legislature does not intend that the bond bank
15 authority be utilized as a means to finance municipalities or governmental employers
16 beyond their capability to meet repayment schedules and debt service requirements of
17 bonds, notes, commercial paper, or contractual obligations to llie bond hank
IS authority [OR Nf)TbS|.

10 * See. 2. AS 44.85.080 is amended to read:
See. 44.85.080. Powers of bond bank authority. Ilie bond bank authority

20

21 may

22 (1) sue and be sued;

23 (2) adopt and alter an official seal;

24 (3) make and enforce Inlaws and regulations for the conduct of its
25 business and for the use of its ser\ ices and facilities;

20 (4) maintain an office at an\ place in the state:

27 (5) acquire, hold. use. and dispose of its income, revenues, funds, and
28 money:

2> (() acquire, rent, lease, hold. use. and dispose ol other personal
30 proper!) Ibr its purposes:

31 (7) .subject to AS 44.85.10tlIbl. borrow mone\ and issue its negotiable
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bonds or notes and provide for and secure their payment, provide for the rights of their
holders and purchase, hold and dispose ofany of its bonds or notes;

(8) fix and revise from time to time and charge and collect fees and
charges for the use of its services or facilities;

(9) accept gifts or grants from the United States, or from any
governmental unit or person, firm, or corporation, carry out the terms or provisions or
make agreements with respect to the gifts or grants, and do all things necessary,
useful, desirable, or convenient in connection with procuring, accepting, or disposing
of the gifts or grants;

(10) do anything authorized by this chapter, through its officers,

agents, or employees or by contracts with a person;

(11) make, enter into, and enforce all contracts necessary, convenient,
or desirable for the purposes of the bond bank authority or pertaining to a loan to a
political subdivision, a purchase or sale of municipal bonds or other investments, or
the performance of its duties and execution of any of its powers under this chapter;

(12) purchase or hold municipal bonds at prices and in a manner the
bond bank authority considers advisable, and sell municipal bonds acquired or held by

it at prices without relation to cost and in a manner the bond bank authority considers

advisable;

(13) invest funds or money ol the bond bank authority not required at
the time of investment for loan to political subdivisions for the purchase of municipal
bonds, in the same manner as permitted for investment of funds belonging to the state,

except as otherwise provided in this chapter;

(14) prescribe th> lorm of application or procedure required ol a
political subdivision for a loan or purchase ol its municipal bonds, fix the terms and
conditions of the loan or purchase, and enter into agreements with political

subdivisions with respect to loans or parcnases;

(15) render services to a political subdivision in connection with a
public or private sale of its municipal bonds, including advisory and other services,

and charge for serv ices rendered,;

(I(>) charge for its costs and services in review or consideration of a

111H)27,Xa
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proposed loan to a political subdivision or purchase by the bond bank authority of
municipal bonds of the political subdivision, whether or not the loan is made or the
municipal bonds purchased:

(17) fix and establish terms and provisions W'th respect to a purchase
of municipal bonds by the bond bank authority, including date and maturities of the
bonds, provisions as to redemption or payment before maturity, and any other matters
which in connection with the purchase are necessary, desirable, or advisable in the
judgment of the bond bank authority;

(18) procure insurance against any losses in connection with its
property, operations, or assets in amounts and from insurers as il considers desirable:

(19) to the extent permitted under its contracts with the holders ol’
bonds or notes ol' the bond bank authority, consent to modification of the rate of
interest, time and payment of installment of principal or interest, security or any other
term of a bond or note, contract or agreement of any kind to which the bond bank
authority is a party;

(20) by regulation, create a new entity nr new entities for the purpose
id' issuing negotiable or nonncgotiable revenue bonds, notes, or certificates ol
participation to linance a self-insurance program for municipalities or municipal joint
insurance arrangements organized under AS 21.70 or to provide assistance In
governmental employers under AS 44.85.085(a): the powers, duties, and
membership of the new entity or entities shall be limited to the powers, duties, and
membership of the authority and stated in the regulation: the new entity or entities
shall each be a public corporation and an instrumentality ol the state with the same
legal existence and continuing succession as the bond bank authority: and

(21) do all acts and things necessary, convenient, or desirable to carry

out the powers express!) granted or iiecessariK implied in this chapter.

* Sec. 3. AS 44.85 is amended In adding new sections to read:

Sec. 44.85.085. Creation of subsidiary corporation, (a) The bond bank

authority mn\ create one or more subsidiary corporations lor the following purposes;

(1) providiug financial and other assistance to governmental employers

to enable the governmental employers to reduce their costs of providing retirement

->* lilt 27.S
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and oilier benefits lo their employees by prepaying all or a portion of their shares of
the unfunded accrued actuarial labilities of retirement systems:

(2) receiving payments and providing servicing for payments to or
from participating governmental employers; and

(3) performing other duties and providing other services as the
subsidiary corporation considers necessary or desirable to further the purposes set out
in (1) and (2) of this subsection

(b) The bond bank null ority may incorporate under AS 10.20.146 - 10.20.166
a subsidiary corporation created under (a) of this section. The bond bank authority
may transfer assets of the bund bank authority to the subsidiary corporation and may
agree to secure bonds, notes, c< mmercial paper, or other obligations of the subsidiary
corporation with a reserve fund established under AS 44.85.270.

(c) A subsidiary corporation created under (a) of this section may borrow
money and issue bonds, notes, commercial paper, or other obligations as evidence of
that borrowing and may have all the powers of the bond bank authority that the bund
bank authority grants to it. The provisions of AS 44.85.130 - 44.85.170 and 44.85.270
- 44.55.390 apply to the subsidiary corporation and to bonds, notes, commercial paper,
or 'tlier obligations issued by tic subsidiary corporation. Unless otherwise provided
by the bond bank authority, ti e debts, liabilities, and obligations of the subsidiary
corporation are not the debts, li; bililies, or obligations olThc bond bank authority.

(d) The staff of the bond bank authority serves as staff of a subsidiary
corporation created under (a) ol ibis section. |he bond bank authority shall determine
the membership or the process dr selecting the membership ol the board of directors
of the subsidiary corporation. The bond bank authority may permit some or all of its
directors to serve on the hoard of directors of the subsidiary corporation.

Sec. 44.85.086. I'owcrs of subsidiary corporation. A subsidiary corporation

created under AS 44.85.085 has the following powers in addition those granted to it

under AS 44.85.085(c):

(1) to make loans to and enter into contracts with governmental

employers;

(2) to incur debt in furtherance of its purposes in the form of bonds.
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notes, commercial paper, or otliei forms as the subsidiary corporation considers
appropriate;

(3) to secure its debt with a pledge of any assets that are available to
the subsidiary corporation for the purpose, including identified revenue and
contractual payments from participating governmental employers, and the general

assets and revenue of the subsidiary corporation: and

(4) to enter into contracts with underwriters, bond counsel, financial
advisors, accountants, actuaries, and other contractors to provide assistance as the

subsidiary corporation considers desirable to accomplish its purposes.

* See. 4. AS 44.85.100(b) is amended to read:
(b) The bond bank authority shall include in the report required by (a) of this

section an estimate of the amount of revenue bonds of the bond bank authority to be
issued during the fiscal year following the liscal year in which the re tort is submitted.
Other than refundin'! bonds and other than bonds, notes. comiiKrcial miner, or
other obligations issued under AS 44.85.086 and 44.85.INO(n)(5). the [TIIHJ bond
bank authority may not issue revenue bonds |, OTIII .K THAN RIVFUNDING
BONDS.] in excess of S75.000.000 during anv liscal year beginning after June 30,

1981, unless the legislature, by law, approves the estimate required by this subsection

for that fiscal year.

* See. 5. AS 44.85.180(a) is amended to lead:

(a) Subject to AS 44.85.100(b), the bond bank authority may issue its bonds or
notes in principal amounts that it considers necessary to provide funds for an>
purposes under this chapter, including

(1) the purchase of municipal bonds;

(2" the making of loans through the purchase of municipal bonds,
notes, or certificates ol participation secured bv an agreement between the bond bank

authority and a municipality or a municipal joint insurance arrangement organized

under AS 21.76;

(3) the payment, funding, or refunding of the principal of. or interest or

redemption premiums on. bonds or notes issued by it whether the bonds or notes or

interest to be lunded or refunded have or have not become due:

B *7. lilt 27N
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(4) the establishment or increase of reserves to secure or to pay bonds
or notes or interest on bonds or notes and all other costs or expenses of the bond bank
authority incident to and necessary or convenient to carry out its corporate purposes
and powers:

(5) assisting »ovcrn mental employers to prepay all or a portion of
their share of the unfunded accrued actuarial liabilities of retirement systems,
with security as the bond hank authority considers reasonable.

I See. 6. AS 44.85.180(c) is amended lo read:

(c) Notwithstanding the provisions of (a) and (b) of this section, the total
amount of bond bank authority bonds and notes outstanding at any one time (.
EXCEPT BONDS OR NOTES ISSUED TO FUND OK REFUND BONDS OR
NOTES,J may not exceed $500,000,000. This subsection does notapply to (1)
bonds or notes issued lo Quid or refund bonds or notes: (2) bonds, notes,
commercial miner, and other obligations issued under AS 44.85.080 or
44.85.180(a)(5).

* Sec. 7. AS 44.85.4 10(a)(5) is amended by adding a new patagraph to read:

(8) "governmental employer" means the State of Alaskaor a
muni ipality or other state or municipal governmental entity within the state, including
an agency, instrumentality, district, school district, public corporation, depart nenl.
division, or other subdivision of the state or of a municipality, in its capacity as an
employer.
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F | SCAL N OTE SENATE FINANCE

COMMITEE

STATE OF ALASKA Fiscal Note Number:

2(105 LEGISLATIVE SESSION Bill Version: SB 141
() Publish Date:

Revision Date/Time (Nole if conection): Dept. Affected: Revenue It1
litle An Ac! relating lo the teachers' and public RDU Taxation & Treasury

employees' retirement systems Component Treasury Division
Sponsor Finance

Requester Component No. 121

Expenditures/Revenues (Thousands of Dollars)
Nole: Amounts do ncl include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services 214.5 214.5 214.5 214.5 2145 214.5

Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 214.5 214.5 214.5 214.5 214.5 214.5

ICAPITAL EXPENDITURES |

[CHANGE IN REVENUES ( Yy
FUND SOURCE (Thousands nf Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Proynm Receipts

1017 Benefit Systems (SBS/DC) 0.0

IAfiom Alaska Reiireme-nt Mrrgmnt Board 21*1.5 211.5 214.5 214.5 214.5 214.5
TOTAL 214.5 214.5 214.5 214.5 214.5 214.5

00

Estimate of any current year (FY2DO05) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-lime 3 3 3
Part-time

Tcmpciarv

ANALYSIS: (Atin'.h a sep.ifa;e toye tltu a  :.r>)
See attached analysis

‘hone *105-2301?

Prepared by.  Bc'lv Martin. Cuntpnollu
Dale/Time 4/5/05 3 2BFM

Division Treasury
Approved hy Tom Boutin, Deputy ‘TommissiuiH-r Dhte *1.5/2005
Agency Department ol Revenue
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SB 141

SB 141creak's a new 9 member Alaska Retirement Management (ARM ) Board and replaces the current S

member Alaska Slate Pension Investment Board (ASPIB) stalled by the Treasury Di\ ision. It also creates a
defined contribution plan with employee and employer contributions, a separate delined benelit health fund
and a health cure reimbursement trust. Funds currently budgeted under the ASPIB will be transferred lo the

new board. A summary of the fiscal notes follows.
Summary olTiseal Notes FY06 FY07 1Y0S 1'Y09 FYIO 1ViI1l

lreasury l)ivision fiscal note /M 214.5 214.5 2)4.5 2)4.5 214.5 214.5

Alaska Stale Pension Investment |

Board liscal note H2
1 -4.144.4 -4.144,4 4,144 .4 -4.144.4 -4,144.4 -4.144.4
ARM Board fiscal note -A 4.734.6 4.410.6 4.410.6 4.410.6 4,410.6 4.410.6
ASP1H Custody and Management
lees liscal note »4 .
-31.913.6 -31.613 6 -31.913.6 -31.013.6 -31.013.6 ard
ARM Board Custody and
Management Fees liscal nole »5 .
31.i|3.6 31.613.6 31.013.6 31.613.6 31.013.6 31.013,6
total sot.7 -1S0.7 450.7 «1S0.7 450.7 4X0.7
Back out IA between the two
i .iiipomills 1 -214.5 -214.5 -214.5 -214.5 -214.5 -214.5
i M 1241 [I'litul inm'ini'iilnl costs 560.2 266.2 266.2 266.2 266.2 266.2

N. if 1 Currently 100% of the Ireasurv |>ivision’s personal »crvices coMs are included in the lie.iMiry Division
component under personal scrvires llie-e incremental costs are im Inded in the new ARM budget (a> m the prior

ASPIB budget as a contractual expense). Simply adding the nvr budgets would double count tins amount.

I he following table shows the breakdown ol incremental cosls by budget category. Following are discussed
the assumptions wc have made and how lliese total costs have been allocated between liscal note | and 3.

1Y06 1'YO07 FYDS FY00 FYIO mi
Personal Serv ii.es 214.5 214.5 214.5 214.5 214.5 214.5
lravel 23.°> 12.0 12.0 i2.0 12.0 12.0
(‘ontraetuid 3'7 3 302 59.2 3".2 30.2 :39.2
Supplies 14.5 5 5 5 5
SI1114 1Total incremental rovlv 500.2 266.2 266.2 2(i6.2 266.2 266.2

Xsvimplioti.v
lollou ing ate the assumptions used in an i\mu at the estimate of the inci omental costs oj SB 141

I A new delined eontiilnition plan u ill have a similar numbei and type ol options as the cuiicnl Supplement
llet. elite Sy stem. All options would be available on day one of the new plan. A plan similar to SBS will
ic mil ni the Inft- ol apptoMtnalcly f<managers and the establishment o! over ;o additional safekeepmg

K founts .a the custodial batik and associated accounting lecouls.

Jhete o0 a need to add 2 additional piofessio'tal and | additional teehnie.il stall to include a St..to
Investment tiflieer 1l. ail Accountant IV and .m Accounting leohnieian Ill. Ihe tolal cost included :i llie

liscal notes per yeat of these stall is S21-J.5.

3. Funding lot one evtia bo.ud meeting in the liist year lor Ilie new board lo organj/e imJ receive slail-up .
liattmig as well as funding to tell/ct | additional boatil member traveling (eunenl budget include . S cxis(.i|tg

members).
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SB NI

4. The costs ol computers, office equipment anti office space reamliguration is included in year one for the
new staff. In all years funding is included for training, investment software subscriptions (Bloomberg.
Yieldbook. SAP and Moody's rating services) and miscellaneous supplies for new staff.

5. in year one, the cost for the external consultant to assist the hoard in selecting 6 new managers. The
current contract cost for manager searches is $?().() per search.

0. Ihe costs of an external consultant to calculate performance ol the funds quarterly. Costs tire expected lo
be S00.0 year basal on the current contract.

7. In IVZOOri SUMI.O to cover the costs of an independent audit tcview of the performance consultant. It isa
requirement in SB 141 that this cotHracInt be audited. We expect that audit to occur every 4 to 5 yours after

Ilie initial audit review

S. Thole is a S4H.0 reduction in current costs associated with the election of uiembeis as the new hoard will
be appointed by the governor.

I ivHvury Divivion fiscal note #1

I'tic licusury Ih\won's liscal note includes $214.5 each year for personal services. There arc economics of
scale in managing investments. However, the new funds cicutcd by Senate Bill 141 would require
ce;;.idcl.ti)!e additional responsibilities. 11 the ntnnbei of options paralleled (lie existing SBS Plan, that
would translate to 11 new tn.inagei accounts. 34 new custodial accounts and J new sets of monthly financial
S.nteiucnts wtin annual audit tcquu emails, liw | Apartment ot lie venue currently in.mages a laige mimhci ol
turn! with a limited investment and back ollicc stall In order to prudently meet the prospective demands of
Senate Bill 141. Irc.vury would need to hire an additional investment stall and 2 middle bae) oltice stall.

Background

Prudent and productive management ol investments is.t tesoiitee intensive process. Managing a modern

poit folio is a broad responsibility which requite. significant expertise and high attention to detail

In e>t!lic:t! tuanagement lespon’i ulilics ineiuiledesigning mvestmctil policy guidelines, developing v.jstoi ,
.0s,-: ,'lhv.i'io'is eondtietine mvc.Client manager scutches, pcHormmg inveslment managei due diligence.
eeg' muling and contract mg with p:ospev tive inan.igets. tn.iitattiti'.; investment manager iclatiousliips.

I", tlotmmg |iemulic poillolio re'silatteing, moitiloritig anil ev.iluatmg mvvstment performance, presenting
am: consulting with OVei 'ight olgiuii.Mtions, and following developments in inve.stiiietil research and aii.dyln

to* 'K.

It. addition, investment management tcqiitres a significant interlace vitlt back and middle "Tice junctions
including Imd aeeountmp and aiieht, ni.in.igiitg custody and biokerai'c iciationships. e.ish imui.ipeinviit
eecu: ai.'s Icmling. ..dcguarding assets, and cmt'phame motiiloiiiig

len.ite Bill ' I would create tlie equivalent ot tout new lane <lo manage the I titpleycc I> filial
i . ir!Uii* *A.count. the 1mploy er Vesting Veouats. :I | Medical Piogi.itn 1und. Hi*! the lle.illh

ke ii*itr P'i’iciil \ii.urgcmesil Trust

11. I ni;*loyce Defined ( oniiibulion Accounts w. .iltlbkelv oiler employees a n isoii.folv wifie range ot
investment optii its As a eompaiison. the Supplemental Benelits S> stem oilers a ‘into ot n target ot life-
sty le funds ait*l S eparalc iis'et eljrss funds lo: a total ol 14 options that participant*. may elect limit

I res iding oil the mix *4 ittvc tntei.i styles I*" oiler, searching I'm ami lining investment managcis. and
evaluating and icpmImg mi investment manager pcilmtmiiuv wouM be a considerable mi*g",ng ini* Hakim*
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SB 141

Wiulc |reasury may realize fee economics from existing investment relationships, it is unlikely that the
contributions in this account can be commingled with exi ting accounts. That means that there would he a

completely new set of accounts for custodial and accounting purposes.

Inc banplover Vesting Accounts, the Medical Program fund. and the Health Reimbursement Arrangement
trust would all likely call for separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and

accounting records including monthly financial reporting and audits

lileic i>likely to be an additional consequence of the change to a delined contribution plan. Currently there
is a population of participants in SBS and Deferred Compensation that monitor their accounts daily. |hey
often have questions whenever there are apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say that members ol a defined benelit plan are not as price sensitive, I'hc new
plan will greatly increase the number of indiv iduals who are monitoring on-line data on a daily basis This
will correlate direct!) to an increase in the amount of time we spend answering questions

Alaska Stale Pension Investment Board liscal note r/2
Maska Retirement .Management Board fiscal note n3

f iscal note J2 transfers the existing ASPIB budgeted funding to the now ARM boaol. Ilus liscal nole also
includes the ARM hoard's share of costs expected due lo the implementation nf SBI141.

1Vim 1Y07 1VOS 1You 1-YII) 1V 11 i
xst’lli btiuccied luiiilitm fiscal nole el. 144 4 4.144 .4 4.14 14 4.144.4 1.144.4 4.144 1
liurciiiMi.il cosis (roin SB1-11 5¢<(i 2 nh.2 200.2 200.2 1 20(i.2 1 2(Ui.2
lol.Il ,osts till liscal nole 4.134 0 j 4410¢ti 4410,0 4.4100 | 4.4100 | 4.410.0

| oial first year costs in liscal note -O include Sl SIM) lor manager selection: SH/U.O lor an audit of the
In>,ad's performance consultant 1 1lins audit is a new requirement of'SB 141 It does not have to occur in the
liist yeai. but soiee done we would expect n to occur every 4 lo 5 years.); $15.0 associated with one
additional meeting for organizing and educating the new hoard members; and. $20.1} lot computers and llie

office setup tot the new positions these total start-up costs aie $324.0.

(in-going us!> include interagency cliuigcbach to the ARM for the costs of the 3 new positions totaling
S214 5. t:.vc! for ihc additional o.siid member (the current hoard li.is S members versus the new hoard with
>m.mhci las well a* increased i.Jc diligence ol the new Ininl managers and training for the aew stall in the
i,.m ol 'I13.1i. ".is " lor the ongoing cost ol phone*, iiilonnalion technology charge bucks, supplies ami
investment suhscnption services for the new staff (these include Bloomberg. Yieldbook. SAP and Moody's
and Ir.ulewehj, a$ 4<I(i reduction hi cm lent cost as elections will he eliminated; $3<i O per yeai for tire
calculation ol llie new funds’ pcrloiouince bv an i vicinal consultant. |liesc total mi-gomg costs aie $200.2.
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Slalc Pension Custody and Management Fees "4
Alaska Retirement Management Hoard Fees

Fiscal note 114 transfers tho budgeted funding of the Stale Pension Custody and Management Fees to a new
Alaska Retirement Management Board | ces component (fiscal note *5) in the Department of Revenue for
the new ARM Board. This component includes (he investment management and custody costs of the existing
defined benefit plans and will not be impjctcd in the foreseeable future by SB 141. Please note that in a
defined conlribulion plan, invest manager fees and custodian costs arc deducted from the individual accounts
daily (thiough an adjustment to the per share price ol the investments). These costs are not included in the

Department’s budget.
1YO06 Y07 FYO.S 1Y00 1YIO 1A 11

ASIMM f uslody and Management Fees
fiscal note * 4 -31.0l.vr, -31.0)3.6 -31.013.6 -31.013.6 -31.013.6 -31.013.6

ARM Board Custody and Management
1ces tiscal nole </5 31.0.Vo  31.013.6 31.013.6 31.013.6 31.013.6 31.013.6
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APR 0 6 2005
FISCAL NOTE SENATE FINANCE
COMMITEE
STATIC OK ALASKA Fiscal Note Number:
2115 LEGISLATIVE SESSION Bill Version: SB141
() Publish Date:
Revision Date/Time (Nolo if correction): Dept. AHected: Revenue it2
Title An Act rolating lo lho 1&nnh»rs' anti tiuU’ic "RDU Taxation & Treasury
employees' retirement systems Component Alaska Stale Pension
Sponsor Finance Investment Board
Requester Component No. 1001
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noled below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2000 FY 2009 FY 2010 FY 2011
Personal Services
Travel (1270) (127.0) (127.9) (127.9) (127.9) (127 9)
Contractual (3.896.5)  (3.890.5) (3.896.5)  (3,890.5)  (3,890.5)  (3,896.5)
Supplies (50.0) (50.0) (50.0) (50.0) (50.0) (50 0)
Equipment (70.0) (70.0) (70.0) (70.0) (70.0) (70.0)
land f. Structures
Grants A Claims
Miscellaneous
TOTAL OPERATING (¢1.144.4)  (4,144.4) (4,144.4) (4,144.4)  (4,144.4) (+1,144.4)
CAPITAL EXPENDITURES
CHANGE IN REVENUES (
FUND SOURCE (Thousands of Dot nrs.i
1029 PERS Reliremenl (2.553 5>  (2.553.5) (2553 5) (2.553.51 (2.553.5) (2.553.5)
1034 Teachers Retirement (1.277.3)  (1.277.3) (1.277.3)  (1.277.3) (1 277.3) (1.277.3)
1042 Judicial Retirement (31.6) (31.0) (31.6) (31.Cl (31 6) (31.6)
5045 Nat onal Guanl Retirement (83.0) (83.0) (93 0) (83.0) (83.0) (83 01
10 5~ Benefits Systems (SBS/DC) 1199 0! (133.0) (199.0) (199.0) (199.0) (199.0)
Other (Spncit, 1 < —De io! sht-ie-eatei
TOTAL (4,144.4)1  (4,144.4)  (4.144.4)  (4.144.4) (4.144.4)1 (4,144.4)
Estimate of any current year (FY2005) cost: 00
Mark this box (X) d funding tor this bill is included Inthe Governor's FY 2006 budget proposal:
POSITIONS
?ui-i.n’t
il 'iifl'trne
lempurury
ANALYSIS: (Atiocne : vv.v pat/citnuie
Sev iilliiclurd analysts.
Pns .ued Belly M.rt n. Comptroller I'none 405.2352
I.bvifrtin I'cnvurv L'ali .Time 4)5'05 3-28 I'M
Ap; in.cil t', Ton Douiiri. Deputy Commissioner ILit:. 4/5/1005
Agent:/ Lii’iJ iituient b5f Rcvonn
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SB 141

SB 1-11createla new 9 member Alaska Retirement Management (ARM) Board and replaces the current 8
member Alaska State I'eusion Investment Board (ASIMB) staffed hy the Treasury Division. It also creates a
defined eontiibution plan with employee and employ er contributions, a separate defined benelit health fund
and a health care reimbursement trust, bunds eunently budgeted under the ASI'IB will be transi‘eircd to the
new board. A summary’ ol the liscal notes follows.

Summary of Fiscal Notes fVOfi 1Yyu7 FYO08 FYO09 FYIO m i
1 leasing Division fiscal note f-I 214.3 214.5 214 5 214.5 214.5 214.5
Alaska Slate Pension Investment
Hoard fiscal noie "2
-4 1444 -4.144.4 -4.144 .4 4,144 4 -4.144.4 -4)44 .4
ARM board fiscal note ;>3 4,734.0 4.4/(i.f> 4.410.fi 4.410.0 4.410.0 4.410.0

ASPIB <usiody and Management

1ci"- fiscal In'lc ;4
-31.%>13A -31.913.6 -31.913 ft -31.913.0 -31.913 0 -31.913.0

AK'il board Custody and "
Manageineiil fees fiscal note <5

31.013A 31.913.6 31.913.ft 31.913.0 31.013.0 31.0J3.0
loia! XU4.7 4X0.7 4X0.7 450.7 4X0.7 4X0.7 j
Bail, oui 1\ between (ho two
componentsl -214.5 -214 5 -214.5 -214.5 -214.5 -214.5
SH241 Total iiuiiiiiciilal eosis 590.2 2i6.2 J 2(.0.2 200.2 2002 : 200.2

Sole | ( uireiilly J(»!)'. ot the Ireasuiy Division'- pejMin.il services costs are meluiied in the 1reasury Division
c<'in|viient under personal sen lies Iliese incremental costs aie included in the new ARM budget (a'm the pnoi
ASPIB hmlgei a- a conn iclual expense) Simply adding tiie iwo budgets wouhl double count this .tiiloinil

liie following table shows the breakdown ol incremental costs by budget category, following me discussed
tl.e assumptions wc have made and bow these total costs have been allocated between fiscal Mole | and 3.

1YOU 1Y07 I-YOS 1Y09 FYIO FYn
I'd .anal Sc:cu.es 214 s 214 5 145 214 5 214 5 214.5
1la-.el 25u 120 12.0 12.0 12.1i 12.0
I I'liliactii.d 39 2 39.2 39.2 39.2 39 2
Mipplics 145 5 5 .5 3 N
Mil t1 Inlal incremental costs 59(1.2 2(.0,2 200.2 200.2 2(.0.2 2(.0.2

Assumptions;
follow mg are the assumptions used in arriving al the estimate ol the incicm nlil costs of SB I I!.

1 Ainw dvlined contribution plan will lia\e a similar number and type id options as the cuuciK Supplement
Benefits Sy stem. All options would I>e available on day one of the new plan. A plan siitnlui to SBS will
't salt in the hue id appioxim.itcly <managcis mid the establishment ol ovu ‘e>additional safekeeping

aecoiitii' al the custodial bank and associated accounting lecords.

2 1hcic is a need to mid 2 additional professional and | additional technical stall lo include a Stale
line'lineiit tXiicei Il. an Accountant IV ami an Accounting lechntcian IIf |lie total cosl included ill file

iiseal notes per yeai ol these stall is S.214 5.

3. funding loi one extra board meeting in the first yeiu loi the new boaid lo organi/c and receive start-lip -
ilainmg ;is well as funding to lellcci | additional hoard member traveling (euuent budget include,s X existing

invinbvis)



SB NI

4. I'ltc costs of computers, office equipment ami office space teeonfiguration is included in year one lot the
new stall. In till years funding is included for training, investment software subscriptions (Bloomberg.
Yieldbook. SAtl’ and Moody's rating services) and miscellaneous supplies for new staff.

5. In yeai one the cost lor the external consultant to assist the board in selecting 6 new managers. The
cm tent contract cost for manager searches is SoO.fi per .search.

0. Ilie costs ol an external consultant to calculate pv.fomumee of the funds quarterly. Costs are expected to
be S3fi.fi'year based on the current contract.

7. In FY-OOo Slfifi.fi to cover the costs of an independent audit rev iow of the performance consultant, Il is a
requirement in SB 141 that this contractor be audited. Wc expect that audit to occur every 4 to 5 years after

the initial audit review.

S. | here is a S4fi.ll ieduction in eunenl costs associated with the election of members as the new board wil
be appointed by the governor.

fivasiiiy Division fiscal note itl

Ilie licdsun Division’s fiscal note includes S2I4 5 each year for pcimmul sen ices There aie economics of
scale i:t managing investments- liowevci, the new funds created by Semite Dili 141 would require
considerable additional lesponsibtlities. If the number of options paralleled the existing SBS I’litn, that
wonill translate to 13 new manager accounts. 31 new custodial accounts and 4 new sets of monthly financial
..talement:. with annual audit requirements. The Department of Rev enue currently manages a large number of
funds with a limited investment and back office staff. In order to prudently meet the prospective demands of
Senate Bill 1 JI. lic.Mirv vvoJd need to litre tin additional investment staff ami 2 middle back office staff.

itackgloimd

I'ntiien: and productive management ol investments is a icsoureo intensive process. Managing a modern
piivttolio is a brorai responsibility which requires significant evperti.se and high attention to detail.

Investment management icspoiisihilities melade designing invi stnient policy guidelines, developing etisioin
asset allocations, loiidnctmg micsliucnt inaiiticei searches, peitoiuiiug investment manager due diligence,
negotiating and eonttaetiug wuh piospeclive i anageis, managing investment managei lelatiojislups,

pci forming periodic portfolio rebalancing, monitoring and evaluating investment performance, presenting
and consulting with oversight oigani/a’iotis. ami following developments in mvestmeiit icseaivh and analy lie

tool

In  liiits*:1. investment management icquiiesa stein licatit interlace with back and middle nliicc functions
including fund accounting and audit, managing custody ,u d hiokei.igc relationships. cash managenn nl.
-,i  ocs lending, salcguaidiug assets, and eoiiipliaikv iiiomtoiiag.

Senate Bill 141 would create llie equivalent ol four new funds to manage tla luiplovei Defined
<oiUifui'ion Accounts. the | mployei Vesting Aecoants, the Medical I'rograin | und. and the Health

kcuiihcisemc'ii Arrangement trust

I el:uf<ce Defined CoutjibuticU Aid 'linB wimid likely ollci emph mces a tea: otiahly wale ranee ol
nvesiimat opimnVs aeoiupaii-on. the .Supplemental Benefits System olfc a suite off* targe! ol ‘lie
-Islc funds and X iji.i.ilc a-, clefts Minis foi a total of 14 options that panic.pants mayreeelect Horn.

I Neuliiig on the mix of investment styles to oiler,.c..u hing for and hiiiug investment minia/ci s. ami
evaluating and icporling on investment managei perlonnanee would be a considerable on-going nmicriakii

Page >ol 5
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While Tiensury may realize lee economics Ironi existing investment relationships, il is unlikely that the
contributions in this account can he commingled with existing accounts. That means that there would be a
completely ncu set of accounts lot custodial and accounting purposes.

1lhe Limployer Vesting Accounts, the Medical Program Fund, and the Health Reimbursement Arrangement
‘| rust would all likely call for separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. | hey would also require separate custodial and
accounting records including monthly financial reporting and audits.

I lieio is likely to he an additional consequence of the change lo a defined contribution plan. Currently there
is a population ot participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there are apparent anomalies in the change in the daily prices of the options.
As ageneral rule, we would say that members ol a defined benelit plan are not as price sensitive. 'l he new
plan will greatly increase the number of individuals who are monitoring on-line data 011 a daily basis. This
u ill correlate directly lo an increase in the amount of lime we spend answering questions.

Alaska State Pension Investment Board fiscal note HI
Alaska Retirement Management Hoard liseal note #3

| iseal note :'2 liatisfers the existing ASPI., budgeted funding to the new ARM hoard. This fiscal note also
includes the ARM board’s share of Costs expected due to the implementation ol SBN |I.

1Y0o ! KYIT 1Y(IS FAW FYIO A1l

'SI'IB i ulccicy tLiidui'j fiscal note 41444 41444 41444 | 41444 41444 41441
Inueiuciital im-t- from SB141 590.2 PH2 ! 200.2 200.2 200.2 200.2
loi.il costs on fiscal NUIC ~0 47540 44100 4.410.0 ‘[ 44100 44100  4.410.0

final fi:>t year costs in fiscal note "3 include S| 'mMl loi managei selection; SB'TO for an audit ot the
hoard's performance consultant Cl his audit is a new requirement of SUM!. It does not have to occur in the
first yeai, but once done we would expect it to occur every -l to 5 years > SI15JI associated with .me
additional meeting for ori’uni/int’ and educating the new hoard members: and. S2*M) lor computers and the
olfice setup lor the new positions. |hcso total stall up costs are $>324.0.

em-gonie cost.i elude mteiagency ehargcb.uk to the ARM for the costs of the 5 new positions totaling
b-21t5: irave! Joi the additional board member Kite current board has s mcmhci «versus the new hoard with
(> memheisj as well as me:eased due diligence ol the new liiml managers and training lot the new stall in the
titof $1 Vo. N V" lot the ongoing cos! of phones, mtonmilioi; technology charge backs, supplies and
n.otmcnt subscription services for the new stall (these include Bloomberg. Yieldbook, SAP and Moody":,
mid Iradevvebl. a5 .10 0 ereduction in ciinent cost as elections will be eliminated, $30.0 p.p \oar for the
mlcul.ition ot the liew finids" pel tonuaiice by an . victual consultant. | hesc total ojwgoing i osts ate $2(>b

Page 4 ol 5
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Male Pension Custody and Management Fees £4
Alaska Retirement Management Hoard | ees £5

| iscal note £4 transfers the budgeted funding of the State Pension Custody and Management Pees to a new
Alaska Retirement Management Board ;ces component (liscal note £5) in the Department of Revenue for
the new ARM Board. This component includes the investment management ami custody costs of the existing
defined benefit plans and will nut be impacted in the foreseeable future by SB 141 Please note that in a
delined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daiiv (through an adjustment to the per share price of the investments). These costs are not included in the

Department's budget.

FVOfi 1 YO7 FYOS FYO09 FYIO 'yl 1

ASI'IB Custody and Management Pees
fiscal note s4 -31M30 319136 -31.9)30 -319130 -319130 -319130

ARM Board <iislody and Management
Pees tiwal note ~5 31>13ft 319136 319130 3191«0 319130 319130



REPORTED OUT

2
FISCAL NOTE APR 06 7005
SENATE FINANCE
STATE OF ALASKA Fiscal Nate Number: — COMMITEE
2IKI5 ILI.f.'JSILATIVF. MISSION Bill Version: SB 141
() Publish Dole:
Revision Dale/Tune (Nole il correction): Dept. Alluded: Revenue if3
Titfo An Act relating to the teachers' and public Erdu Taxation & Treasury
employees’ retirement systems Component Alaska Reliremenl Management
sponsor finance Board
Requester Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 2145 214.5 214.5 214.5 214.5 214.5
Travel 23.9 12.0 120 12.0 12.0 12.0
Contractual 4.481.7 4.183.6 4 183.6 4.103.6 4.ie3.G 4.183.6
mSupplies 145 0.5 0.5 0.5 0.5 0.5
Equipment
Land A Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 4.734.6 4,410.6 4,410.6 4.410.G 4.410.6 4,410.6
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) 292.6 339.4 386.2
FUND SOURCE (Thousands nl Dollars)
102'J FcRS Reliremenl 2.5535 2.553 5 2.553 5 2.553.5 2.5535 2.553.5
107t Ten' liras Relnemenl t,277 3 1277.3 1.277.3 1.277.3 1.277 3 1277.3
1042 Judicial Reliremenl 31.G 31.6 31.6 31.( 31.6 31G
1U4.0 National Gu ire! Rolirumunl 83/ 03.0 130 830 830 83.0
1017 Benefits Systems (SBS.'DC) 199.0 109.0 398 G 332 1 265.6 465.2
1004 GF 590.2 2GG.2 Gu.G 133.1 199.0 00
TOTAL 4.734.G 4,410.6 4.410.6 4.410.6 4,410.6 4,410.6
Estimate of any current year (FY2005) cost: nq
Mark this box (X) il funding for this bill is included in the Governor's FY12006 budget proposal.
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (AU.- .1t n IMV - icifncu sor, |
Se e ntliidicd .m.nnl/r.is

Phong 4(15-2262

Prepared | >  uettv Martin. Comptrollci
- Dale/l ime -4(5/05 J 28 Fl.1

Divis.on Trcasurv )
Appinvi'd by ~ Tom Ui mini, Deputy f.ummi;.;.nw r - Dale 4(5'2005
Agency Dep.irtmi.'iil el Ruvenui'
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SB 141

SB 141 creates a new 9 member Alaska Retirement Management (AR M) Board and replaces the current S

member Alaska Stale Pension Investment Board (ASPIB) staffed by the Treasury Division. It also creates a
defined contribution plan with employee and employer contributions, a separate delined benefit health fund
and a health care reimbursement trust, l-und.s currently budgeted under the ASPIB will be transferred to the

new board. A sutnmarv of the liscal notes follows.

Summary ot fiscal Notes
Ireasury Division liscal note n\
Alaska State Pension Investment
Board fiscal note 2
ARM Board liscal note 28
ASPIB Custody and Management

lees tiscal note r/4

ARM Board <ustody and
Management lees fiscal note ri5

total

Hack out 1A between the two
components 1
SI12-JI Total incremental costs

Noie |
Loiuj-i «aeiil undti personal soiv itcs.

\SriB budget a- c- stiUaeiunl expense)

I-Yor,

214.5

-} 1441
4.734 6

-31.ni3.fi

31.VI3.0
X047

-214.5

5vii.:

Y07 PY08 1-Y09
214.5 214.5 214.5
-4.144.4  -4.144.4 -4.144.1
4.4] 1If. 4,410.6 4 410.6
-31.913.6  -71.913.6  -31.VI3 6
31.MI36  31.VI3.6  31.913.6
4X0.7 1 4X07 4X0.7
|

2145 1 -T145 -214.5
266.2 266.2 2>6.2

1Y10

214.5

-4.144.4
44106

-31.M13.6

31.913.6
4X0.7

-214.5
266.2

m i

214.5

-4.144.4
4.410.6

-31.Vt3.fi

31.VI36 i
4X0.7 1

-21-15
266.2

1 urrentlv 10U"<, ol the lreasury Division's personal son ires costs arc included in the *reasury Division

lhe>e inrrenirntal costs arc included in the new ARM budget (as in tin priot

Simply adding the two budgets would double ci nut this amount

Ilie following table shows the breakdown of incremental costs by budget category, following ate discussed
the assumptions we have made and how these total costs have been allocated between fiscal note 1and 3.

Pei «onul Seix ices
lravel

t omracuia)
Supplies

SB141 1ni.il iiirrcmental costs

Assumptions'

1Y06
214 5
23.0
337.3
14.5
59(1.2

i Y07 1VOX i Yov
214.5 214.5 214 5
120 120 12.0
‘V.2 3v.2 3v.2
5 S S
266.2 ! 266.2 266.2

1Yl10
214.5
120

3V.2
5

266.2

lollou ing are the ,. sumptions used in art i\ mg at the estimate ol the inetemenlal eoM.s ol SB 14!,

1Yl
214.5
12.0

5V.2
5

266.2

I, A new defined eoittnbulion plait will have a similar nutnbei and type of options as the siiiivnt Supplement
IVrclits S\ deia All options would be available on ilay one of the new plan. A phut similar to SBS w !)
tesult i:i the hue i>l approximately ti managers and the establishment of over 70 additional safekeeping

or counts at the custodial bank mrid a

2 Jlietei’

Investment Oiiicci Il. an Accountant 1V and an Accounting | celinicnm 11l

liscal notes pel yea: of these Mali is $214,5,

eciated account mg iveords

need to add 2 additional professional ami | additional leelmical stall to include a State
The total cost included m the

3 1lundmg lor one extra bo.ud meeting in the lirst yeai lor the new boaiil to organise and icccivc start-up ¢
traiiimg as well as funding to relied | additional board membei trawling (current budget includes S existing

members)

Page 2 of 5
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-l. The costs nl'computers, office equipment and office space reconfiguration is included in year one for the
new staff. In all years landing is included for training, investment software subscriptions (Bloomberg.
Yieldbook. SifiP and Moody's ratine sen ices) and miscellaneous supplies for new stuff.

5. In year one. the cost for the external consultant to assist the hoard in selecting 6 new managers. The
curicnt contract cost lot manager searches is S30.fl pet search.

(> | he costs of an external consultant to calculate performance ol the funds quarterly. Costs are expected to
be S30.0 year based on the current contract.

7. In rv:<Hi(> S.1011.0 to cover the exists of an independent audit review of the performance consultant. It :s a
requirement in SB] -11that this contractor be audited. We expect that audit to occur every ¢ to 5 vears alter
the initial audit rex iexv.

S I'licrc is a S40.0 reduction in current costs associated wiih the election of members as the new hoard will
be appointed by the governor.

Treasury Division liscal note til

| he Treasury Division's liscal note includes 5314.5 each yeai foi personal services. There are economics of
scale in managing investments | low ever, the new funds created hy Senate Bill 141 would require
considerable additional responsibilities. 11 the number ol options paralleled the existing SBS Plan, that
would translate to 13 new manager accounts. 34 new custodial accounts and 4 new sets of monthly financial
statements with annual audit requirements The Department of Revenue currently manages a large number of
funds with a limited investment and back office stall'. In oulct to prudently meet the prospective demands of
Senate Bill 141. Ireasury would need to hire an additional investment stall and 2 middle back oliiee staff

Background

Prudent and productive management of investments is a lesoiirce intensive process. Managing, a modern
poillolio is a bio.id responsibility which requires significant expertise and high attention to detail

Investnn nl management icspmisibilities include designing investment policy guidelines, developing custom
as-ei allocution-, conducting investment manager sea:cites, pci forming investment malinger due diligence,
negotiating and contracting with prospective managers, managing invesimeiil managei lekition.sliip.x.

pei liinning peiio.ii, purllotto rebalancing, monitoring and evaluating investment performance, presenting
nild consulting will ow isq ht organizations. and follow mg developments in investment rcsenuh and analytic

tools

In addition, inv eslnienl inaii.igemen! icquires a significant interlace willi bad. nnd middle olfice limeiioiis
i vludmg fund accounting ami audit, managing custody and brokerage relationships, cash management,
c\ ui ities lending. ..ifcgu.udim: assets, ami compliance iiioml*aing.

Svna’c I’d" I-1 would-icatc the equivalent ol Initt new lumls lo manage- tl.e Tmplnyei Definel

P.enub'.ii-emeni Mrnngcmctit In.u.

I he I mployec lJclined ( ontnbulion Accounts would likely ollei employees a teasonaldy wide i.ue.v ol
investment option. As a eoinpan on. ihe Supplemental Benefits Sx siem oll'ei. a suite of (i taigel or lilc-
-ly le liimls ami x'Cp.iiale asset cljiss funds lot a total of I 1 opium - dial participants may7 .elect lion.
Deciding on llie mix ol investment styles lo oflvi. taichmg. lor and lining, investment managcis. ami
ev.dealing and icportilip on mvestmeiit manager pcrtbiinanee woiild be a considerable omgoing iindcTlukhic

Page 3 of.5
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While I'reasmy may realize lee economies from existing investment relationships. it is unlikely that the
contributions in this account can be commingled with existing accounts. That means that there would be a
completely new set of accounts for custodial and accounting purposes.

I he Kmplover Vesting Accounts, the Medical Program bund, and the Health Reimbursement Arrangement
I rust would all likely cal! for separate custom asset allocations. All three would individually require
evaluation, reporting, and periodic portfolio rebalancing. lhcy would also require separate custodial and
accounting records including monthly financial reporting and audits.

I here is likely to be an additional consequence of the change to a defined conlribulion plan. Currently there
H a population of participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whcnevei there a.* apparent anomalies in the change in the daily prices of the options.
As a gencial rule, we would say that members of a delined benelit plan are not as price sensitive. The new
plan will givatly increase the number of iiuliv iduals who are monitoring on-line data on a daily basis. This
will cm relate directly to an increase in the amount of time we spend answering questions.

Alaska Slate Pension Investment Board fiscal note it!
\laska Retirement Management Board fiscal note #3

fiscal note u2 transfers the existing ASPIB budgeted funding to the new ARM board. | his liscal note also
includes the ARM hoard's siiate ol costs expected due to the implementation ol SB M I.

1Vdo F\ 07 i VOS tY0<> rVIO VN
ASPIB budgeted landing ti-eal note 4.14.1.) 4.144.4 414441 4.144.4 4.14-14 4.144 4
Irii'renienlal cush Intill SBI-1I 5°Hi.2 29> 2 ) 200.2 206).2 N0,
1.'i.il u-sts oil liscal nole »3 4.744.1) 4.4|(1 » 4.4Kln 1 4.4|0f, 4.410./, 4.41 On

lota! first yeat costs in tiscal note n3 include Sl Sil.d tor manager selection: Slt»t*.0 for an audit ol the

k .ad's pcilbomiunce consultant (This audit is a new requirement ol'SBMI. It does not have lo occur m the
first yeai. hut once done we would expect it to oceui every | lo 5 years.): 15.it associated with one
additional meeting lor organi/ing and educating the new iioaul members; and. S2‘M) > computers ami the
iit lice setup lot the new positions. | liese total start-up vests are S32-1.0.

' >n:o>ng cost* ii,clink interagency ehait’chack Jothe ARM lor llie costs ol'llie ‘'new positions total inp
S2M 5. ttavel tor the additional boaid membet (tiu* current board has S members versus the new hoard with
1 mentbei o a> well as incicasod due diligence ol the new lutnl managers ami training for the new in the
mm ant .4 >13.B. M S lot the ongoing cost of phones, information technology charge hacks, - applies and
investment subset ipiion sen ices foi the new slat ft these include Bloomberg. Yieldbook. SAP and Moody’s
. id Ir.ilcweb); a S 411tl *reduction in current cost as elections will be eliminated: B pel yeat tin the
Jih-iil:il:on ol the new funds' per I'ormanee by an external consultant. | hese total ojcgoing cost. are S2<»0 2
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Stun- Pension Custody and Management | ees ftA
Alaska Retirement Management Board Fees t!5

Tiscal note #4 transfers the budgeted funding of the State Pension Custody and Management Tees to a new
Alaska Retirement Management Board Tees component (liscal note «5) in the Department of Revenue lot
the new ARM Board. This component includes the investment management and custody costs of the existing
defined benefit plans and will not he impacted in the foreseeable future by SB 141. Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in the

Departmenl’s budget.

IYOft TYO7 I-'YOS I-YOO FYIO m i

ASJlIt Custody and Management | ees
fiscal note ;"4 -3lni3.fi  -31013fi -31.0130 -31013d. -3lo13d, -31.013d

ARM Board Custody and Management
Lees fiscal note n5 314 2fi 31013 ¢ 31013 ¢ 3l»13d> 31013d) 31013



FISCAL NOTE

SIATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title

employees' reliremenl systems
Sponsor Finance
Requestor

Expenditures/Revc-ntics

An Act relating to Ihe teachers' and public

REPORTED OUT

APR 0 6 2005
SENATE FINANCE
COMMITEE
Fiscal Note Number:
Bill Version: SB 141
() Publish Dale.
Revenue HA

Dept. Affected:

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

OPERATING EXPENDITURES FY 2006

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

(31.912.Gl

(31.913.6)

ICAPITAL EXPENDITURES
ICHANGE IN REVENUES (

FUND SOURCE

1023 PERS Rel,foment

1034 Teachers Retirement

1042 Judicial Ret rumen:

10*1f National Guard Retirement

1UJ7 GF Mental Health

Ctfic-r is',".’ 1lypc-Do t\.: rot
TOTAL

12b.GU2.6l
(10.7G0.9I
(328.41
(131.61

(31,913.6)

Estimate of any curient year (FY20Q5) cost:

FY 2007

131.913 &

(31.913.6)

(20 GJ2 8)
110.760.9)
(326.4)
(131.6)

(31,913.0)

0.0

'RDU Taxation & Treasury
Component State Pension Custody and
Managnmonl Fees
Component No. 2311
(Thousands of Dollars)
FY 2000 FY 2009 FY 2010 FY 2011
(31,913,0) (31.913.6) (31.913.6) (31.913 Q)
(31.913.6) (31.913.6) (31,913.6) (31.913.6)
|
(Thousands of Dollars)
(20.692.6) (2U.(192.8) (20.692 G (29,692.0)
(10.760.9) (10.700 9) (10.760.91 (10.760.9)
(226.4) (328.4) (328 4) (326 4)
(131.5) (131.5) 1131 5) (131 51
(31,913.9 (31.913.6) (31.913.6) (31.913.6)

Mark this box (X) if funding for this bill is included in the Governor’s 1Y 200G budget proposal:

POSITIONS
Fa" lima
P.iridPIt-
h.rupur.ir.

ANALYSIS:  [Aitjiliii .. v <gee</im- lee> e>)

Sec riit.ir.lu-d analysis

L

Pie;an d1, Delly M.eh i. Cumptnlie;

D'V." kic Treasury

Approved P. Turn Puulm. Deputy Comme-Moner
yi.ni 'y Depadmunl ol Revenue

| : Ly - iiif,

Plioriu 405-2352
Date 1uni) 4.5/05 3:26 |'M
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SB NI

SBN | creates 4 new 0 member Alaska Retirement Management (AR M) Board and replaces the current S

member Alaska State Pension Investment Board (ASPJB) staffed by the Treasury Division. X also creates a
defined contribution plan with employee and employer contributions, n separate defined benefit health fund
and a health care reimbursement trust, funds currently budgeted under the ASPIB will he transferred to the

new hoard. A summary of the fiscal notes follows.

Summary of t iscal Notes I"YOb 1 YO7 I Vox 1Y09 1V 10 m i
Treasury Division fiscal nole ((1 oM 5 2145 214.5 2145 214.5 2145
Alaska Slate Pension Investment
Board fiscal note !;2

-1.14-1.4 -4.144.4 -4.144.4 -4,144.4 -4.144.4 40-1-1.4
ARM Bi ard liscal note ‘0 4.754.6 4.4 Br6 4.410.6 4.410.6 4.410.6 4.410.6

ASPIB (iMoJy and Management

lees liscal note 64
-51.615.6 -51 615.6 -51.615.0 -51.615.6 -51.615.6 -51.015.6

ARM Boaid Custody and

i Management | ces fiscal note »5
51.615.0 51.615.6 51.615.6 51.615,6 51.615.6 51.613.6
Total m i 4HO7 450.7 450.7 -1S0.7 450.7
Bad. out IA between the ivvn
components 1 -2 115 -214.5 -214.5 «214.5 -214.5 -214.5
SB2I1 Total incremental costs 5V0.2 260.2 266.2 266.2 , 266.2 206.2

Note | Currently UiO, »ef the Treasury Division's personal service*, costs ate included inthe Treasury Division
component undct personal seiv ices |hese ineieniental costs ate included in llie new ARM budget (as in the pru t
ASI'IH budget as aciuruciunl expense). Simply adding the two budgets would double count this amount

I lie following |. ide shows the breakdown o f incremental costs by budge! category follow ing are discussed
the assumptions we have made and how llie.se total costs have been allocated between fiscal note | and 3.

1Y06 1Y07 I VOX 1Y0') mo 1Yl1
Personal Scrv ices 214.5 214 5 214.5 214 5 214.5 214 5
I;avel 23.6 120 12.0 120 12.0 12.0
( omi.iciual 3+ '6.2 36.2 3°2 36.2 362
Supplies 14.5 5 A 5 5 5
SBI41 total incremental costs 56H.2 2(i0.2 216.2 266.2 260.2 21.0.2

Assumption'-

| ol lowing are the assumptions used in arriving at the estimate of the iiictcmcntal costs of SBI-I I.

1 A new defined contribution plan will have a similar number and type ol options as the eunenl Supplement
Benefits System. MI options would he available on day one ol the new plan. A plan smiilat to SBS will
tesuit in the hue ol appio\imnlcly 0 managers and the establishment of over Aft additional safekeeping

.n countial theeusloili.il bank and associated accounting records.

2 lhue is 1 need lo add J .idviilioiial ptolessaei.il atul | additional technical .stall to include a State

Investment <Oliver Il. an Accounlaiit IV and an A counting Technician IIl. | he total cost included in the
liscal notes pet year ot these stall is ~214.5.
/

f funding for otic cMtn boaid meeting in the lira yv'ai loi the new board n>oigau./e and receive start-up i
ttaimng as well > funding to rvllcct | additivmal hoard member tiaveling (eunenl In dgel includes Nexisting

members).
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SB NI

4. 1ltc costs of computers, office equipment and office space reconfiguration is included in year one lor the
new staff. In all years funding is included for training, investment software subscriptions (Bloomberg,
Yieldbook, S&P and Moody's rating services) and miscellaneous supplies for new staff.

5. In year one, the cost for the external consultant to assist the board in selecting 6 new managers. The
current contract cost tor manager searches is $30.(1 per search.

(¢ the costs ofan external consultant to calculate performance oftlie funds quarterly. Costs are expected to
he $30.0 year based on the eunenl contract

7. In FY 2000 $ 100.U lo cover the costs ofan independent audit review ot the performance consultant. It is a
requirement in SB141 that this cortlrnctoi he audited. Weexpeci that audit to occur every 4 to 5 years after

the initial audit ‘review.

S. There is a $40.0 reduction in current costs associated with the election of members as the new board will
be appointed by the governor.

Treasury Division fiscal note ril

I he lleusiiry l)ivisimfs liscal note includes $214.5 each year tor personal services. There are economies ol
scale in managing investments. Ilovvevcr. the new funds created by Senate Bill 141 would require
considerable additional responsibilities. If the number of options paralleled the existing SBS Plan, that
would translate to 13 new manager accounts, 34 new custodial accounts and 4 new sets of monthly financial
statements with annual audit requirements. Ihe Department of Revenue currently manages a large number of
hinds with a limited investment and hack office staff. In ordei to prudently meet the prospective demands of
Senate Bill 141.1 reasury would need to hue an additional investment stall and 2 middic'back oflicc staff.

Background

Prudent and productive management ol investments isa tesoutcc intensive process. Managing a modern
poillolio is a broad responsibility which requires significant expertise and high attention to detail

law imen! management icspmisibihlie." include designing investment policy guidelines, developing custom
as .cl allocations, conducting investment manage: searches, performing investment manager d;:c diligence,
negotiating and contracting with prospective manager.. managing investment manager relationships,
performing periodic portfolio rebalancing, monitoring, and evaluating investment pcrhummece, presenting
and oi>n,.idling with oversight organizations, and tollovving developments in investment tcseaieh and analy lie

tools.

In addition, investment management lequires a significant interface with hack and middle ollice functions
including final accounting and audit, managing custody and brokerage relationships, cash management,
munties lending, safeguarding assets, mul compliance monitoring.

Senate Bill 141 would eieate tl.e equivalent «* lour new funds to manage tl.e linploycc Defined
<ouir ihulion Accounts, the Implo)e; Vesting \civiints. the Medical Piogiain ITind, and the Ilcaltli
Kciniluii-cnicm Ari.uigcrnent Dust

I
Ihe I tnployee Dcfmced (‘oniribntinn Auoiiuts would likely oiler employees a reasonably wMe tange ol

investment options. Asa comparison, the Supplemental Benefits System offers a suite ot fi target or life
style funds and S sepal ate asset class funds lot a tolal ol M options that p.ulicijraiils may .select lioin.
liceirling on the mix ol investment styles to ollei. sear, lung for and hiring investment managers, and

i", .ilu.itin;; .uni icpoiting on investmeiit manager pei founauce wmild be a considei.ible omgoing tmdeitaking.

Page 30f5



SB HI

While Treasury may realise lee economics Irom exisliny investment relationships, il is unlikely that the
contributions in this account can be commingled with existing accounts. Thai means that there would he a

completely new set of accounts for custodial and accounting purposes.

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

I hen: is likely to be an additional consequence of the change lo a defined contribution plan. C'uirenllv there
is a population of participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whcnevcr there arc apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say mat inembcis of a defined bcncl.it plan are not as price sensitive The new
plan will greatly increase the number of individuals who arc monitoring on-line data on a daily basis. This
will correlate directly to an increase in the amount of lime wc spend answering questions.

\laska State Pension Investment Hoard liscal note K2
Alaska Retirement Management Hoard liscal nolo #3

liseal note u2 transfers the existing ASPIB budgeted funding to the new ARM hoard. This fiscal note also
includes the ARM hoard's share o f costs expected due lo the implementation of SUM I.

i Von 1 YO7 I'YOS FYO'i 1V 11 v
ASPJH budgeted (undine liscal note 41414 4,144 4 4.144.4 4.144 4 4.1444 4.144.4
Incremental costs Iro;u SI! 141 540: z00? 206 2 206.2 200.2 260 2
lolal c»«i> on liscal note’ 473tni 44100 4410.0 4.41(1.0 4.410.6 4.410.0

Jiital lirst vcur costs in fiscal nole“3 include S1S' Ml loi manager selection; SBKMi for ail audit of the
hoard's performance consultant ( | his audit is a new lequuement o fSB H I. It does not have to occur in Ihe
first year, but once done we would expect i: to occur every -t to 5 years.); S15.0 associated with one
additional meeting for organizing and educating the new board members: and. S2‘M) for computers and the
ullice setup loi the new positions lhcscioi.il siurt-np eo<|.s ate S324.1l.

<hi-going costs include mteragcnev cliatgiUick to the ARM lor the costs of the 3 new posiiion> totaling
SON.5: travel tin the additional boaid member (tin current board has Smembers versus the new hoard with
0 member')as well as mcicased due diligence of the new fund managers and training for the new staff in the
amount ol f t3*). S I'h” for the ongoing cost ol phones, information technology charge backs, supplies and
investment subsetiptioii services lor the new staif(these include Bloomberg, Yieldbook. SAP and Moody's
and Crudeweh), a v 40.U *icdliciion in eunenl cns| as elections will lie eliminated; S30.1*pci ye .u for the
vate illation of the new funds’ performance hy an external consultant. Ilicse *»tiil on-going costs arc S2<>0.2.

N lof e



SB NI

Slatu Pension Custody and Management Fees "4
Alaska Retirement Management linnrd Fees «5

| iscal note -mtransfers the budgeted funding ol the Stale Tension < tistody ami Management Fees to a new
Alaska Relireiuenl Management Board Tees component (liscal nole -"5) m llie Department of Revenue lor
Illie new ARM Board. This component includes the mve.simenl management and custody costs of llie existing
defined benelit plans and will not be impacted in (lie foreseeable future by SB141. Tlease note that in a
delined contribution plan, invest manager lees und custodian costs arc deducted from the individual accounts
daily (through an adjustment to the per share price of the investments) These costs are not included in the

Department's budget.

1 fVoa 1Y ()7 I-YOs 1Yuo I'Yin m i
ASTIU Custody and Management fees
lim al noie i-t -alUI3.t  -31.VI3dt  -31.ui3.lt  -31.bI3.ft  +31.VI31, -31.V|3.it
ARM Hoard Custody and Matiagenient
Lees liscal note w> t| 913G MMth 31713 31 VI3.0 3lLol3ft 31.vI3L1
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reported out

App 0 6 2005
FlSCAL N OTE SENATE FINANCE
COMMITFF

STATE OF Al.ASK A Fiscal Note Number:
2005 I.LKCJJSI.ATIVK SESSION Bill Version. SB1-11

() Publish Date:
Revision Date/Time (Nole if correction): Dept Affected’ Revenue 5
Title An Act relating lo the teachers' and public ;rdu Taxation & Treasury

employees' retirement s/stems Component ARM Custody and

Sponsor Finance Management Fees
Requester Component No,
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES i:Y 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual 31.9130 31 913.6 31.913.6 31.913.0 31.913.0 31.913.6
Supplies
Equipment

Land & Structures
Grants £ Claims

Miscellaneous
TOTAL OPERATING 31 913.6 31.913.6 31.913.6 31,913.6 31.913.6 31,913.6

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

FUND SOURCE (Thousands ol Oulljrs)

1029 PERS Retirement 20.692 li 20.692.6 20.692.8 20.692.6 2U.UuU2.B 20.692 8
103.1 Teachers Retirement 1C.760 9 10.760.9 10.760.9 10.760.9 10.760.9 10,700.9
10*12 Jud'Cial Retirement 3234 328..1 328 4 328.4 328.4 328 4
1045 National Guard Retirement 131.0 131.6 131.6 131.6 1315 1315

1037 GF>Merital Health
Other iSi..al 1yli«--Du n<t .<-i»ee.. ijm

TOTAL 31.913.6 31,913.6 31,913.6 31,913.6 31,913.6 31,913 6
Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in IThe Governor’s FY 2006 budget proposal:
POSITIONS
Full-t me
Pan-time
lerr,porn’y
AN# LYSIS:  [Attitut I i iff20l flu iv.i-, m

See af.pch’jd analysis.

['e, in 11 b< 1) Marlin, ronmurr . Ljr I liuiiu 465-2352

Dive ithn To.MMiry DiiluH mni  £05 3:28 P.’t
i -i-l lom Boutin, Depotg SUmMm.svnNr.-i I"ole 4,'0/2005

Ayei I’.; .ntniiTit >f Revi nue
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SB Ml

SB i4 1cronies a new 9 member Alaska Retirement Management (AR M) Board and replaces the eunenl 8
member Alaska Slate Pension Investment Board (ASPIB) stalled by llie Tieasury I)i\ isioii. Il also creates a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care icimbursenienl trust. Funds currently budgeted under the ASPIB will be transferred lo die
new board. A summary of the fiscal notes follows.

Suinmary of Fiscal Notes 1Y06 1107 1YOR rr-Yoo 1 FYIO FY11
Treasury Division fiscal note 01 2145 2145 2145 214 5 2145 2145
Alaska State Pension Investment
Board tiscal note 02

-4.144.4 -1.144.4 -4.144 .4 -4.144.4 -4.144 4 -4.144 4
ARM Board fiscal note «3 4.734.6 4.410.6 4.410.6 4.410.6 4,410.6 4.410.6
ASPIB Cii-.tody and Management
lees fiscal note f<4
-31,913.ft -3l.o15ft -31.013.6 -31.913.6  -31.913.6 -31.913.6

ARM Boaid Custody and

Management lees fiscal note 115 .
31.»L.Rn 31.013.6 ?21.913.6 31.913.6 31.013.6 31.913.6

Total X(It.7 4S(».7 X0,7 *1S0.7 «150.7 480.7
B.nk mil 1A between llie two

components 1 -214.5 =2 -214.5 -214.5 -214.5 -214.5
SB241 luial incremental eosis 5011.2 266.2 266.2 266.2 266.2 266.2

Nole 1 Currently '00% of the Irea-ury Divi-ion‘s personal services eoMs arc included in the treasury Division
.omp encnt und i pen >aal sen ites iliese ineienieiilal ceMs are included in the new ARM budget la- in llie pn.-i
ASITB budget a- a . mntraelual evpen-e). Simply adding (lie Is o budgets would double umni ihi- aiuuuiii.

I he following table shows the breakdow n of incremental costs by budget category. Following are discussed
the assumptions we have made and how these total costs have been allocated between liscal note | and 3.

i YOu FYu7 1Y0S 1Yliu 1Y 10 lyn
Personal Sen ices 214.5 214 s 214 5 214 5 2145 214 5
lravel 23.0 '2.0 120 12.0 12.0 12.0
( oritraelu.il 373 30.2 1) 2 30.2 .30.2 30.2
Supplies 145 5 5 5 5 5
NItlJl1 lot lien mental eosis 5011.2 216 2 266.2 266.2 266.2 266.2

Assumptions:

Follow mg ate the as euinplions u.cd in aiming at llie estimate ol the incremental coals of SB14lI.

1 \ new defined loiitnbulion plan will have a similar number and type ol options as the suncut Supplement
Benefits System. All options Would he available »nday one ol the new plan. A plan similar to SBS will
le-u tin ila. hue of « 'elovimatcly (* manngcis and the vst.ibli: luiieut of ovci 3(1 additional -:ilekee|-niv

accounts at the ciistooial bank am! associated accounting reeotds

2 liicre &-a lie d lo add 2 additional piotc.e. uni and | add tioiial teehmeal stall to iiielude a State

low tmecnl | Mliecr Il. an Aieounlant I\ and an Accountim* leelimeian Ill. ihe total cost mcinded in the

fiscal notes per year« | these stall is S? 14.5.

3 I'liiKL:iv lot one evtia lioaul meeimg in the t'u-l yeat jig the new boaid 'oofgaui/c and receive start-up ,
ilaimnj! a-, well as landmg to lelleet 1additional ho,ml membei traveling (cuiicnt budget meliules S evistipg

members)
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SB MI

4. Die costs of computers, office equipment and office space leeonfiguralion is included in year one for the
new staff, In all years funding is included for training, investment software subscriptions (Bloomberg.
Yieldbook, .SS' and Moody's rating services) and miscellaneous supplies for new staff.

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

I he i usts of an external consultant to calculate performance of the funds quarterly. Costs are expected to
be S30.U year based on the current contract.

7. In IY2tHKi SWUM) to cover the costs ofan independent audit review of the performance consultant It is a
requirement in SB 141 that this contractor be audited. We expect that audit to occur every 4 to 5 years after

the initial audit review.

S. lhere is a $40.0 reduction in current costs associated with the election of members as the new board will
be appointed by the governor.

Treasury Division fiscal nnte i)l

I he freasury | >i=ision’s fiscal nole includes $214.5 each year for personal services. | here are economies ol

scale in managing investment:. However, the new funds eiealed by Senate Bill 141 would require
considerable additional ;expansibilities. If the mimher of options paralleled the existing SBS Plan, tli.it
would translate to 13 new managei accounts. 34 new custodial accounts mid 4 new sets of monthly financial
statements with annual audit lequirements. |lie Department of Revenue currently manages a l.nge number of

funds with a limited investment and back office stall’. In order to prudently meet the prospective demands of
Sen,ile Bill M. lici-airy vv.iiild need I* hire ..ri additional investment staff and 2 middle hack office stalf.

Background

Prudent and productive management of investments is a resource intensive process. Managing a modem
portfolio is a Hoad responsibility which tcquires signilicant expertise and high attention to detail.

Investment management responsibilities include designing mv rstmcut policy guidelines, developing custom
as>et a'livalmus conducting mvestmer manager scauTics. performing iiivesiment managei due dnigenc -,
negotiating and contracting with piuspcctivc managers, managing inv estmeiit manager relationships,
pel.'ormmg periodic poillolio tebalatieing. uivoti:<oint: and evaluating iiivesiment performance, presenting
am! coiuiltirg wiili oversight oigam/alnuis. and following levelopments in investment reseai h and antilylic

tools

In addition, investment management requires a significant inter face with back and middle ol ice functions
including haul account mu and audit, managing custody and bmkcincc relationships. cash iii: nagemenl,
secunties lending, s.itcguaiilmg assets, .and compliance momloiiiig

Sen.ile Bill 141 would create the equivalent o) lour new fund,-, to m.uae.e llie Lmployee Delitiv 1

e ,ail;,Ini'ion \vsoant--. llie luiploy ci 3s's'mg ‘ts's<'int- the Medical Piogrnm Hmd. and the Health

Kcinilim>cmc3il \n.;iii’eine*jit lrust.

IIts I mployee Ih lined k oiitribatnii Ascounts would likely oiler employees a ic.i.-ofiaMy wrde i.mge ol
iiiveqgii‘cnl options. A> a comparison, the Supplemental Benelit . *s\gemi oilers a suite ol n target oi Ills-
style funds and S separate a scl elfiss funds tin a total of | ! option.-- that pailicipanu inay'selc.t liott).
I'eeidine. on the mix ol invesimet t styles tootlei, e.uvhing toi and hiring investment managers, and

i ealiialmg. and reporting on investment iinin.igei pcilorni.iiHC Would be a soiisnlcrahlc on-going niuleiiakme

Page 3(.I 5
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While Treasury may realize fee economies Irom existing iiivesiment relationships, il is unlikely that the
contributions in this account can he commingled with existing accounts. That means that there would be a
completely new set of accounts for custodial and accounting purposes.

I lie Hmployer Vesting Accounts, the Medical Program Fund, and the Health Reimbursement Arrangement
I rust would all likely call lor separate custom asset allocations. All three would individually require

ev aluation, reporting, and periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly financial reporting and audits.

I here is likely lo be an additional consequence of the change to a defined contribution plan. Currently there
is a population of participants in SBS and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there are apparent anomalies in the change in the daily prices of the options.
As a general rule, wc would say that members of a defined benelit plan are not as price sensitive. The new
plan will greatly increase the number o| individuals who are monitoring on-line data on a daily basis. This
will correlate directly to at. increase in the amount of lime we spend answering questions.

Alaska Stale Pension Investment Board fiseal note til
Alaska Retirement Management Board fiscal note ii?

fiscal note a2 transfers the existing ASPIB budgeted funding to the new ARM board. | his fiscal note also
includes llie ARM hoard's share of costs expected due to the implementation ot SB 141

I n on J-YO07 1VOX 1'YOU rvio fvVli
\SIMB fudirctcd fundiim liscal mile 4.144.4 4.144 4 1.144.4 4.144.4 4.144.4 4,144 .4
liieieineiitiil costs in in SUM! 51<().2 n(. 2 i 2n2 206 2 266.2 2(.6.2
Iftal costs on fiseal note 4.754.0 4.4 KM. 4.4 ton 4.4 UVO 4.410.6 4.410.6

lota! first year costs in fiscal note -A' include SIMM) to: managei selection: $100.0 for an audit ol the
hoard's performance consultant (| Ins audit i-. a new requirement ol SB 141 It does not have lo occur in the
liisi yeai, but once done we would expect it to occui every | to 5 years ): $15.0 associated with one
additional meeting tor organizing and educating the new board members: ami, $120.0 tor ciuupulers and the

office setup loi the new positions. | hese total st.m-tip costs are $324.0.

<In-going costs include interagency chargeback lo the ARM Joi the costs ol’ lile 3 new position.-. totaling
$214.5: navel ioi the additional hoard member (the current board lias S inembcis versus the new board with
V members) as well as nicicased due diligence ofthc new fund managers and ; ,»ming lor the new stall in the
amount ol $13 o; s4s." lor the ongoing cost of phones, information technology ' barge backs, supplies and

il ivestmeiit sid1»d iptien sci viecss tor the m w si.iti (these include Blooiiiheig. Yieldbook, S\ p ,,nd Moody’s
and li.idcweb). a$ to,(I reduction in ciiiicnl cost as elections will be eliminated. $3I>.M per vein lor the
calculation ol llie new lumls peilonnai.ee by an evicinal consultant. |liese total oii-gomg costs arc $200.2.
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State Pension Custody and Management Fees #4
.Alaska Retirement Management Board Fees V5

Fiscal note */4 transfers the budgeted funding of the Stale Pension Custody and Management Fees to a new
Alasi .irement Management Board Fees component (tiscal note £5) in the Department of Revenue for
the "VI Board. This component includes the investment management and custody costs of the existing
defined < oetit plans and will not he impacted in the foreseeable future by SB 141. Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
daily (through an adjustment lo the per share price of the investments). These costs are not included in the

Department’s budget.

FYO06 FYO07 IVOR FYOM FYIO Fy 11

ASPIB Custody and Management Fees
fiscal note /-l -3LMI3.fi  -31. -3LMI3.fi -3LMI3.fi  -3LM13.fi -3L.MI3fi

ARM Board Custody and Management
Fees liscal note "5 31.913.6  3L.VI3.fi 3LMLIfi  3L.MI3.fi  31.913fi 31.MI3 fi



REPORTED OUT

FISCAL NOTE APR 0 6 2005

SENATE FINANCE

STATE OF ALASKA Fiscal Note Number. COMMITEE

2005 LEGISLATIVE SESSION Bill Version; CSSBLAKFIN)
() Publish Date:

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

Title An Act relation to TRS and PERS creatinga 'RDU Centralized Administrivo Services

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

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No. 64

Expenditures/Revenues (Thousands of Dollars)

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

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

Personal Services 276.5 227.5 163.1 163.1 163.1 163.1

Travel ?7.5 17.5 3.5 5.0 5.0 5.0

Contractual 6G7.0 327.0 352.0 397.0 397.0 397.0

Supplies 18.0 5.0 5.0 5.0 5.0 5.0

Equipment 30.0

Land & Structures

Grants & Claims

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

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 1.029.0 577.0 392.7 2.85.1 142.5 0.0

1005 GF/Program Receipts

1037 GF/Mental Health

1029 PERS (9.0) 41 (12.1) 4 1) (4.1) (4.1)

1034 TRS (83.5) (3.4 (109.4) (37.4) (37.4) (37 4)

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

TOTAL 93G.5 f35.5 402.1 528.G 528.G 528.G

Estimate of any current year (FY2005) cost: 0.0

Check this box (X if funding for this bill is included in die Governor's FY 200G budget proposal:

POSITIONS

Full-time 3 3 3 3

Part-time 0 0 0

Temporary 0 0 0

ANALYSIS:  (Attach it separate paqgo it nacossarv)
This bill will create a new defined contribution tetirement plan and a health reimbursement arrangement lor

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

boards.

Prepared by. Melanie Millhorri, Director Phone 465-4408
Division Retirement and Benefits Date/Timo 4/5/05 1:25 PM
Approved by  Mike Tibbies, Deputy Cummitsioniri Dato 4/5/2005
Agency Department ot Administration

Pago 1 of 2



FISCAL NOTE

STATE OF ALASKA BILL NO.CSSB141(FIN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

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

PERSONAL SERVICES:

1- Non Perm Analysl-Pgmr Il - DC-Eenefils Sys - R 16 64.4 64.4 64.4 64.4
1- Accountant Il - Range 16 52.0 52.0 52.0 52.0
1- R&B Tech I/l - ER Rpting / Contril. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech | or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 2275 163.1 163.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 25 3.5 5.0
375 17.5 35 5.0
CONTRACTUAL.:
Communications & Postage 32.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,5C0 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0
SUPPLIES:  Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,
30.0 0.0 0.0 0.0

telephone, set-up costs

MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)

Board Member Election 2006/2008 -80.0 0.0 -80.0 0.0
Board Training -15.0 -15.0 -15.0 -15.0
Board Attorney -40.5 -40.5 -40.5 -40.5
Travel Members/Staff -24.0 -24.0 «24.0 -24.0
I lonorarium/Bcard Members -29.0 -29.0 *29.0 -29.0
National Seminars (NASRA - NCTR) -20.0 -20.0 -20.0 -20.0
Disability Henrings-Office of Administrate lluarings 116.0 87.0 87,0 870
-92.5 -41.5 -121.5 -41.5

TOTAL 936.5 535.5 402.1 528.6

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

FY2008-2011.

The new plan effective date is July 1, 2005. [|horeforb, startup costs will start in FY 05. Tho cfartun costs are not costs
ol the PERS and TRS Defined Benefit plans Tiers t. 2. and 3 are logically related; however, tier 4 PERS and Tier 3
IRS would not be. The purpose of the hill is to separate the DB and DC side. A legal opinion was sought to determine
(tow the funding and accounting needs Ib occur for the new DC plan



APR 0 6 2005

FlSCAL NOTE SENATE FINANCE

COMMITEE
STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: SB 141
() Publish Dato:
Dept, Affected: Administration

Revision Date/Time (Note if correclion):

Title An Act relating to the teachers' and pu ~RDU Central Administrative Services
Component Office of Administrative Hearings

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No. 2771

Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2006

Personal Services 98.0 74.0 74.0 74.0 74.0 74.0
Travel 4.0 4.0 4.0 4.0 4.0 4.0
Contractual 11.0 8.0 8.0 8.0 8.0 8.0
Supplies 1.0 1.0 1.0 1.0 1.0 1.0
Equipment 2.0

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 116.0 87.0 87.0 87.0 87.0 87.0

CAPITAL EXPENDITURES

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

1002 Federal Receipts

1003 GF Match

1004 GF

1007 Interagency Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate) Int
TOTAL 116.0 87.0

116.0 87.0 87.0 87.0 87.0 87.0

87.0 87.0 87.0 87.0

Estimate of any current yoar (FY2005) cost: 0.0
Mark tnis box (X) if funding for this bill is included in the Governor's FY 200G budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separata patio if necessary)
This bill tmnfers to the Office of Admininslrative Hearings (OAH) adjudicatory hearing functions now

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

The numbers of cases referred and hearings cc ducted, as well as the number that might be resolvod
through alternative dispute resolution or on motions without an evidentiary hearing, likely would vary
somewhat each year. To handle lhe additional caseload, OAH likely would need lo add to the
Administrative Law Judge (ALJ) staff a 3/4 PPT in all yoars except in FY 06, when an ALJ PFT would be
needed due lo the existing backlog of approximately 150 cases likely to carry over into FY 06.

Prepared by:  Terry L. Thurbon, Chief Adminislrativo Law Judge (Acting) Phone 465-1886
Division Offico of Administrative Roarings Dnto/Timo 3/29/05 11:20 AM
Approved by. Michael A. Tibbies. Deputy Commissioner Dato 3/29/2005
Agency Department of Administration

Pagu 1 of 1



REPORTED OUT

FISCAL NOTE APR 06 2005

STATE OF ALASKA Fiscal Note Number: SENATE FINANCE
fTWIMITEE

2005 LEGISLATIVE SESSION Bill Version: SB 141
() Publish Date: 3/14/2005

Revision Date/Time (Nole if correction); Dept. Affected: Administration
Title "An Act relating to to the teachers' |IRDU

and public employees' retirement systems... Component

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No.

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

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

Travel

Contractual

Supplies

Equipment

Land 8 Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

FUND CAPITALIZATION | 69.531.8 (

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF 69,531.8

1005 GF/Program Receipts

1037 GF/Mental Health

1029 PERS Trust

1034 Teach Ret
TOTAL 69.531.8 0.0 0.0 0.0 0.0 0.0

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

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata page il nocossary)
This fiscal note appropriates S69.531.800 from the general fund to tho PERS and TRS trust funds:

Public Employees' Retirement System (Fund Code 1029): $67,158.3
Teacher' Retirement System (Fund Code 1034): $2,373.5

This is tho amount required to hold tho participating employers harmless from tho 5% increase to tho
employer contribution that is effective July 1,2005 for tho 2006 fiscal year. Tho employer cost for school

districts is handled in HB 1.

See attached summary and detail sheets lor the PERS and TRS participating employers.

Prepared by: Senato Finance ConmiiHoe Phono 405-G600
Division Daloflimo 3/17/05 8:24 AM
Approved by: D.ilu 3/17/2005
Agency

(11.»ii>J omtt) Pago 1of 1



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

Composite Employer Contribution Rote - Active Employers

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

3/1G /2005 7:53 Fiscal Yoar 2006
V02
AVE TOTAL
ER Incroaso Contrib
Fund  Num Employer
TOTAL BOfH PERS AND TRS 108,042,636 386,448,932

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

POLITICAL SUBDIVISIONS 1,426,926 55,913,660

SCHOOL DISTRICTS iigi -ii 38,510,745 151,099,097
STATE OF ALASKA 39,966,574 142,083,708
UNIVERSITY 7,769,429 26,326,093

104,673,675 375,423,359

TOTAL PERS AND TRS FOR ALL OTHERS

ALASKA HOUSING FINANCE CORPORATION 798,115 2,576,315
ALASKA MUNICIPAL LEAGUE 16,035 129,848
ALEUTIAN HOUSING AUTHORITY 26,172 100,292
ALEUTIANS WEST CRSA 2,017 12,140
ANCHORAGE PARKING AUTHORITY 52,900 150,024
BARANOF ISLAND HA 23 ,64f 72,875
BARTLETT REGIONAL HOSPITAL 890,282 2,872,049
BERING STRAITS CRSA 3,546 23,248
BERING STRAITS RHA 55,037 213,290
BHISTOL BAY RHA 57,562 203,311
COOK INLET HOUSING AUTHORITY 134,066 466,283
COPPER RIVER BASIN RHA 27,790 90,900
CORDOVA COMMUNITY MEDICAL CENTER 131,150 397,121
ILISAGVIK COLLEGE 206,157 638,263
INTERIOR RHA 52,437 104,474
INTER-ISLAND FERRY AUTHORITY G.G05 20,582
JNOME JOINT UTILITY SYSTEM 50,792 101,584
_________ NORTH PACIFIC FISHERY MGMT COUNCIL 57,125 20C.271
NORTH PACIFIC RIM HA 48,977 162,408
TORTHWEST INUPIAT HOUSING AUTHORITY 20,131 86,757
PETERSBURG MEDICAL CENTER 149,103 320,027
SAXMAN SEAPORT 1,996 7.639
SITKA COMMUNITY HOSPITAL 225,166 763,762
SOUTHEAST REGIONAL RESOURCE CENTER 136,869 475,538
SPECIAL EDUCATION SERVICE AGENCY 84,283 326.902
fINGIT-HAIDA RHA 100,793 413.G54

3,368,960 11,025,5741

Inloirnnlion providod by Division ol rioliromonl nnd Bonofits

(In Dollars)

Fiscal Year 2007

AVE
Incroaso

111,686,411

19,117,936
39,581,491
41,460,806
0,032,460
108,192,693

828,044
16,636
27,154

2,923
54,884
24,532

923,667

3,679
57,931
59,721

139,094
28,841

13G.0G8

213,888
54,403

6,053
52,097
59,889
50,014
29,186

154,695

2,070

233,Cl0

141,276
06,590

104,573

3,493,717

TOTAL
Contrib.

510,881,144

77,128,359
194,745,319
188,053,693

35,227,657
495,955,028

3,500,971
151,354
131,207

15,527
210,533
100,140

3,903,418

27,799
219,220
270,656
622,862
123,150
548.081
876,086
245,795

28,206
158,090
215,971
219,313
119,197
495,023

9,996

1,026,013
631,599
422,1 G5
533,730

14,926,116

Fiscal Year 2000

AVE
Increase

115,684,006

19,834,859
40,890,935
43,013,516
8,320,689
112,059,999

059,096
17,200
20,172

3,033
56,942
25.452

958,305

3,017
60,104
61,961

144310
29,922

141,170

221,909
56,444

7,110
54,673
62,135
52,119
30,201

160,496

2,148

242,370

146,241
89,445

100,494

3,624,007

TOTAL
Contrib.

644,731,842

99,855,531
242,029,923
230,938,450

44,001,044
625,625,756

4,491,353
174,209
164,300

19,142
275,370
129,347

5,008,100

32,658
349,803
342,766
790,529
157,690
709,804

1,130,848
311,456

3G.374
210,092
348,455
280,250
153,947
674,082

12,518

1,300,059
799,794
525,405
(G2.248

19,106,086

Fiscal Year 2009

AVE
Incroaso

48,407,834

3,996,494
31,260,039
8,939,270
3,386,460
47,582,278

173,098
3,478
5,676
611
11,473
5,120
193,007
769
12,110
12,484
29,077
6,029
28,444
44,712
11373
1,433
11,016
12,520
10,622
G.101
32,338
433
48,835
73,207
69,562
21,860

825.556

TOTAL
Contrib.

716,695,197

107,706,448
281,411,389
257,086,305

49,826,975
696,031,118

4837017
184,494
176,318
20,492
297,472
139,4G8
5,394,500
34,688
375,415
360,401
850,120
169,806
765.647
1,219,211
334,851
39,211
238,149
374,425
301,697
165.991
732,439

13,434

1,406,130
901,629
012,514
709,671

20,664,079

Inl 1



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

Composite Employer Contribution Rate - Active Employers

ESTIMATED FY 06 - 07 - 08 - 09 - Change In Employer Contribution

(Sasod on 2004 Valualion; Juno 30, 2003 Financials)

ER
Fund  Num
PERS 208
PERS 230
PERS J5£f
PERS 173
PERS 283
PERS 209
PERS 243
PERS 171
PERS J36
PERS 144
PERS 148
PERS 186
PERS 282
PERS 258
PERS J7B_
PERS 271
PERS
PERS
PERS 120
PERS 183
PERS J92
PERS 189
PERS 215
PERS 199
PERS 285
PERS 235
PERS 126
PERS 2a0-
PERS 277
PERS 237
PERS 180
PERS 115
PERS 122
PERS 1B1
PERS 151
PERS 227
PFRS 174
PERS 120
PERS 140
PERS 287
PERS 247

3/16/2005 7:50
V02

i Employer

wKUTAN, CITY OF
ALEUTIANS EAST BOROUGH
ALLAKAKET.CITY OF
ANCHORAGE, MUNICIPALITYOF_
ANDERSON, CITY OF
ANGOON, CITY OF

ATKA, CITY OF
BARROW, CITY OF

BETHEL. CITY OF

BRISTOL BAY'BOROUGH
CORDOVA. CITY OF

CRAIG. CITY OF

DELTA JUNCTION, CITY OF
DENALI BOROUGH
DILLINGHAM. CITY OF
EGEGIK, CITY OF____

ELIM, CITY OF .
FAIRBANKS NORTH STAR BOROUGH
FAIRBANKS, CITY OF J

FORT YUKON, CIfY OF

GALENA, CITY OF

HAINES BOROUGH

HOMER, CIfY OF
HOONAH, CITY OF
HOOPER BAY, CITY OF

HUSLIA, CITY OF
JUNEAU. CITY AND BOROUGH OF
KACHEMAK, CITY OF

KAKE, CITY OF

KALTAG, CITY OF

KENAI PENINSULA BOROUGH
KENAL CITY OF

KETCHIKAN GATEWAY BOROUGH
KETCHIKAN, CITY OF

KING COVE. CILY OF
XLAWOCK. CITT OF
KODIAKISLAND BOROUGH
KODIAK, CITY OF
KOTZEBUE. CITY Ol

KOYUK, CITY OF

LAKE AND PENINSULA BOROUGH

Inlormalion providorl by Division ol Reliroinont and Bonolits

Fiscal Year 2006

AVE
Increase

14,932
50,537
2,564
6.615,043
2,009
15,955
3,708
53,172
235,324
70,944
90,402

" 4,785
1,351,743
3,068
15,138
1,479
625,569
278,462
206,307
415,93/
53,681
42,542
113,007
293,700
162,767
1,113
32.811

TOTAL
Contrib.

3,079
200,431
5,127
18,001,251
2,009
49,206
14,832
192,072
644,707
184,313
290,917
303,903
13,059
200,493
395,285
14,007
25,980
2,765,110
1,875,679
30,677
136,972
468,518
635,001
104,248
94,788
17,486
4,305,054
15,569
5L438
5471
2,220,278
761,310
039,140
2,073,029
157,071
95,210
227,384
952,175
325,534
3,433
150,276

(In Dollars)

Fiscal Year 2007

AVE TOTAL

Incroaso Contrib.
15,492 59,149
52,432 260,379
2,060 7,979
0,803,937 25,602,485
2,004 4,168
16,553 67,604
3,847 19,235
55,788 255,063
244,148 913,115
73,605 264,8.30
102,175 404,002
97,979 496,362
3,547 17,095
30,580 238,601
126,733 536,841
5,265 19,798
9,410 36,372

900,440 3.769,241
317,251 2,263,268

15,914 _4na
71,054 213,162
109,627 595,715
254,959 913,772
_34.336 142,493
" *31,888 130,230
4,965 23,106
1,402,433 5.951.927
3,103 19,336
15,705 08,072
1,535 7JZ\

649,028 2,500,866
200,905 1.078,770

214,044 077,152
431.534 2.582.302
_ 55,694 218.656
44,138 142,916
117,929 353.780
304,714 1,292.596
100,8/1 500,012
1155 4,716
34.042 1B9.953

Fiscal Year 2008

AVE
Increase

16,073
54,399
159
7,121,335
162
17,174
3,991
57,880
253,,304
76,,365
106,,007
10T 653
3,680
31,737
131 ,485
5,463
9,171
934,206
329,148
16,,510
73,719
113,,730
264 520
35,623
33,084

222070
447 717
57 788
45,793
122.352
310,,140
175,203
1,198
35,310

TOTAL
Contrib.

77,440
324 542
11,038
33,683,013
6.486
07,314
23,940
322,507
1,200,661
351.126
525'159
616,628
21,416
279,286
(88~458
26,003
47,507
4844194
"2i677.288
66,041
294,875
731,793
1.212,559
183,460
168,198
29,124
7,630,149
23,364
07,956
9,074
3,745,265
1,418,962
1,132,115
3,126 856
284,688
194,070
489,407
1,657.208
J00.813
6,091
232,395

Fiscal Year 2009

AVE
Incroaso

3,239
10,961
556
1,434,806
436
3,460
004
11,662
51,038
15,387
21,359
20,482
741
0.395
26,493
1,101
1,969
188,232
66,319
3.327
14,853
22,917
53,208
7,178
_ GEG
1,038
293,171
665
3203
321
135,676
60,394
44,745
90,210
11.643
9,227
24,652
63,699
35.301
241
7,116

TOTAL
Contrib.

03,660
340,030
12,020
36,418,979
" T7,172
94,144
25,677
346,618
1,298,044
380.0G6
566,709
660,912
22,984
296,461
741.525
20,108
51,310
5,220.035
2,846,951
71,917
321,110
782,957
1.312.6G1
187,719
181,356
31,286
8,217,844
24,932
94,034
9,745
4,025,508
1.534,128
1,220,560
3,337,762
307,260
210,708
532,950
1,784,075
763.165
0,560
248,482

lol /



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

Composite Employer Contribution Rate - Active Employers
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution
(Based on 2004 Valuation; June 30.2003 Financials)

PERS
PERS
PERS
PERS
PERS

ER
Num

JO9
193
139
241
191

143

266

216
250
214

172

176
198
222
286

_102

132
123
169
20G
~280
249
179
107
131
202
135
240

3/16/2005 7:50
V02

MATANUSKA-SUSITNA BOROUGH

NENANA, CITY OF

NOME. CITY OF

NOORVIK. CITY OF

NORTH POLE, CITY OF

NORTH SLOPE BOROUGH

NORTHWEST ARCTIC BOROUGH

PALMER.CITY OF

PELICAN. CITY OF

PETERSBURG. CITY OF

OUINHAGAK, CITY OF

RUBY, CITY OF ~

SAINT GEORGE, CITY OF

SAINT MARY'S, CITY OF

SAINT PAUL. CITY OF

SAND POINT, CITY OF

SAXMAN, CITY OF

SELAWICK, CIfY OF

SELDOVIA, CITY OF

SEWARD. CITY OF

SITKA, CITY AND BOROUGH OF

SKAGWAY. CITY OF

SOLDO!NA, CITY OF

TANANA. CITY OF'

THORNE BAY, CITY OF_

TOKSOOK BAY, CITY OF

UNAUKLEET, CITY OF _

UNALASKA. CITY OF

VALDEZ. CITY OF

WASILLA, CITY OF

WHITTIER. CITY OF

WHANGELL, CITY OF

YAKUTAT._CITY AND BOROUGH OF
Subtotal: Political Subs PERS

Information provided by Division ol Rolifoinoril and Denelils

Fiscal Year 2006

AVE
Incroaso

496,101
19,388
129,402
10,250
107,535
2,458,409
36,340
132,967
6,559
190,490

18,900
15.095
70,881
39,312
21,534

4,016
1,997
192,943
371,607
72,524
139,477
11,05)
14,5131
881
13.690
193,130
2551619
173,593
48,977
125854
22,713
18,426,926

TOTAL
Contrib.

1,580,530
75 458
271 870
52 559
322 004
6,214 859
104 151
493 041
10,161
934,095
,380
22,153
52,330
G4 341
175,077
95,214
141 430
_12.060
15,411
530,207
1,413'591
284 729
403,357
40 Ji00
43'830
644
40,770
1.685 517
711 133
570 773
97 954
420 055
85 535
55,913 660

(In Dollars)

Fiscal Year 2007

AVE TOTAL
Incroaso Conlrib

514,704 2,160,729

20,115 98,403
134,317 416,382
10,924 73,465
111,567 446,269
2,550,000 8,990,515
37,703 145,760
137,953 649.403
0,005 25,668
205,934 1,175,058
1,610 7,192
6,384 29.368
19,700 13.J92
' 16,401 83,245
73,539 255,182
40,706 139,671
22,342 169,084
4,167 17,509
5,185 21,174
200,178 750.2GB
‘385,542 1,852,143
75,244 370,650
144,704 563.187
11,708 60,064
15,057 60.531
914 3,657
14,212 56,478

511,622 2.260.34G
"265,205 1,003,005

'180,103 772,280
50,814 152,441
130,573 _ 567.211
23.027 112,370

19,117,936 77,128,359

Fiscal Year 2008

AVE _
Increase

534.006
20,869
139,354
19,644
115,751
2.646,247
39,117
143,126
7,060
213,656
1,071
6.624
20,438
17,109
70,297
42,310
23,100
4,323
5379
207,685
400,000
"78,065
150,130
12,147
15,622
949
14.745
530.008
275,150
186.050
52,719
135,470
24,513
19,834.859

TOTAL
Conlrib.

2,175.762
122,962
571,350

95,864
570,755
11,982,207
190,343
01G,965
33,690
1,432,178
9,133
37.092
97,205
103,470
341,040
187,121
198,605
22,480
27,347

_ 986,087

2,321,597
462,615
734,437

74,464
70,422
~ 4,743
73~340
_2.075.917

1,315,768
983,097
210,077
123.951
141,096

99,855,53.

Fiscal Yoar 2009

AVE
Incroaso

107,596
4,205
28,078
3,958
23322
533,188
7,0.82
28,838
1,423
43,049
337
1335
4,118
3.447
15373
8~526
4,670
871
1,084
41,843
00,595
15,729
30.249
2,448
3,148
191
2371
106,952
55,440
37.649
10.627
27.296
4.939
3,996,494

TOTAL
Conlrib.

2,990,502
131,913
621.482
103.522
624,418

12,977 900
205,571
077,330
36,413

1,531,133

9,822
39,859
105,075
110,917
369.586
202,870
210,941
24,027
29,486
1,065,996

2.491.806
496,201
793,035
79,785
84,597

511/
79,142
3,093,879
1,421,996
1.063.807

29,639
779,191
151,48

107,706.448

20l 7



Public Employees’ Retirement System (PERS) & TeacnerslRetirement System ( RS

Composite Employer Contribution Rate - Active Employers

ESTIMATEIDFY 06 - 07 - 08 - 09 - Change In Employer Contribution

(Basod on 2004 Valualion; June 30,2003 Financials)

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

PERI W'

PERS |

ER

352
Jo6
207
245
203
281
210
222
“270
223
262
224
IG3_
275
2G3
284
\7S
J 70
276 _

187
278
105
279
197
218

~101
113

3/16/2005 7:50
V02

ALASKA HOUSING FINANCE CORPORATION

ALASKA MUNICIPAL LEAGUE

ALEUTIAN HOUSING AUTHORITY

ALEUTIANS WEST CRSA

ANCHORAGE PARKING AUTHORITY

BARANOF ISLAND HA

BARTLETT REGIONAL HOSPITAL

‘BERING STRAITS CRSA

BERING STRAITS RHA

BRISTOL BAY RHA'

COOK INLET HOUSING AUTHORITY

COPPER RIVER BASIN RHA

CORDOVA COMMUNITY MEDICAL CENTER

ILISAGVi'’K COLLEGE

INTERIOR RHA

INTER-ISLAND FERRY AUTHORITY

NOME JOINT UTILITY SYS'TEM__

NORTH PACIFIC FISHERY MRMT COUNCIL

NORTH PACIFIC RIMHA

NORTHWEST INUPfAT HOUSING AUTHORITY

PETERSBURG MEDICAL CENTER

SAXMAN SEAPORT

SITKA COMMUNITY HOSPITAL

TLINGIT-HAIDA RHA

SOUTHEAST REGIONAL RESOURCE CENTER

SPECIAL EDUCATION SERVICE AGENCY
Subtotal: OlherPERS

ALASKA,STATE OF
UNIVERSITY OF ALASKA
Subtotal: Stale & Unlv PERS

Information provided by Division of Roliromonl and Bonofits

Fiscal Year 2000

AVE
Increase

798,115
16,035
26,172

2,817
52,900
23.G45

890,202

3,540
55,037
57,562

134,060
27,798

131,150

206,157
52.437

0,605
50.792
57,725
48,977
28,131

149,103

1,996

225,166

100,793
06,812

‘25.409

3,260,030

39,655,236
5.816.153
45,471,388

TOTAL
Contrib.

2,579,315
129,848
100,292

12,148
150,024
72,875
2,872,049
23,248
213.298
203,311
466,203
90,900
397,121
638,263
184,474
20.582
101,584
200,271
462,408

06,757

328,027

7,639
763,762
413,654
265,298
79,632
10,568,064

140.776,087
18,123,132
158,899,219

(In Dollars)

Fiscal Year 2007

AVE TOTAL
Increase Conlrib.

828,044 3,500,971

16,636 151,354
27,154 131,207
2,923 15,527
54,884 210,533
24,532 100,140
923,067 3,903,410
3,679 27,799
57,931 '1279,220
59,721 270,656
139,094 622,862
28.841 123,150
136,060 _548"\081
213.088 876,086
54.403 245,795
6,053 28,206
52.G97 150,090
59,809 275,971
50,814 219,313
29,106 119,197
154.695 495,023
2,070 “ 9,996
233,610 1,026,013
104,573 533,739
90,068 _ 365,315
26,362 108.960

3.382.2B1 14,346,647

41,142,307 187,197.498
G034,250 24.837.007
47.17G.5G6  212.034,505

Fiscal Year 2008

AVE
Increaso

059,090
17,200
28,172

3,033
56,942
25,452

958,305

3,817
60/04
61.9G!

144,310
29,922

141,170

221,909
56,444

7,110
54.673
62,135
52,719
30,281

J 60,496

2,140

242,370

100,494
93,445
27,350

3.509,116

42,605,144
G,2G0,543
48,945,687

TOTAL
Conlrib.

4.491,353
174,289
164,300
19,142
275,370
129,347
5,008,100
32,658
349,003
342,706
790,529
157.690
“709,004
1,130,848
311.456
36,374
218,692
340/55
280,256
153,947
674,082
12,518
_1.306.859
162,248
472,459
140,417
18,393,763

236,902.548
32.028.938
268.931.486

Fiscal Year 2009

AVE
Increaso

173,098
3,470
5,676

611
11,473
5,128
193,08/
769
12,110
12,484
29,077
6,029
28,444
44,712
11,373
1,433
11,016
12,520
10,622
6,101
32,338
433
48,835
21,060
_ 10,020
5,511
707,046

0.600.561
1,261,427
9.861.98B

TOTAL
Conlrib.

4,037,817
184,494
176,318

20/ 12
297,472
139,468

5,394,500

347688
375,45
368,481
850,120
169,806
765,647

1,219,211
334,851

39,211
230,149
374,425

301,697
165.991
732,439

13,434

1,406,130
709,G71
509.525
151.348
19,810,808

254.647,547
34.52G.G82
289,174,229
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Public Employees' Retirement System (PERS) & Teachers' Retirement System (

Composite Employer Contribution Rate - Active Employers
ESTIMATED FY”6 -07 - 08 - 09 - Change in Employer Contribution
(Based on 2004"Vnluation7juno 30, 2003 Financials)

— 3/16/20057°50 Fiscal Yoar2006
TOTAL
Increase Conlrib.
Employer
ALASKA GATEWAYSD
ALEUTIAN REGION SD
PERS ALEUTIANS'EAST BOROUGH SD
PERS ANCHORAGE SD "
PERS ANNETTE ISLAND SD
PERS BERING STRAIT SD
PERS BRISTOL BAY BOROUGH SD
PERS CHATHAM SD
PERS CHUGACH SD
PERS COPPER"RIVER SD
PERS CORDOVA CITY SD
CRAIGCITYSD____
DELTA/GREELY SD
PERS DENALI BOROUGH SD
PERS DILLINGHAM CITY~SD___
PERS ' FAIRBANKS NORTH STAR BOROUGH SD
PERS GALENACITY SD
PERS HAINES BOROUGH SD
PERS HOONAH CITY SD
HYDABURG CITY SD
IDITAROD AREA SD
PERS JUNEAU BOROUGH SD
PERS KAKE CITY SD
PERS KASHUNAMIUT SD
PERS KENAI PENINSULA BOROUGH SD
PERS KETCHIKAN GATEWAY BOROUGH SD
PERS iKLAWOCK CITY SD
PERS KODIAK ISLAND BOROUGH SD
PERS KUSPUK SD
PERS LAKE AND PENINSULA BOROUGH SD
PERS LOWER KUSKOKWIM SD
PERS LOV/ER YUKON SD
PERS MATANUSKA-SUSITNA BOROUGH SD
PERS NENANA CITY SD
PERS NOME CITY SD
PERS NORTH SLOPE BOROUGH SD
PERS NORTHWEST ARCTIC BOROUGH SD
PERS PELICAN CITY SD
PERS PETERSBURG CITY SD
PERS PRIBILOF SD

Ininrmoiion piovidod by Division ol Retirement and Benefits

AVE
Incroaso

(In Dollars)

TOTAL
Conlrib.

Increaso

TOTAL
Conlrib.

Increaso

TOTAL
Conlrib.



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

Composite Employer Contribution Rate - Active Employers
ESTIMATED FY 06 - 07 - 08 - 09 - Change in Employer Contribution
(Bnsed on 2004 Valuation; Juno 30. 2003 Financials)

Fund

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

ER
Num

221
133
225
155
102
16G
209
137
14G
264
130
159
195

3/1G/2005 7:50
V02

Employer

SAINT MARY’S SD
SITKA BOROUGH SD
SKAGWAY CITY SD
SOUTHEAST ISLAND SD
SOUTHWEST REGION SD
TANANA SD
UNALASKA CITY SD
VALDEZ CITY SD
WRANGELL PUBLIC SD
YAKUTAT SD
YUKON i KOYUKUKSD
YUKON FLATS SD
YUPIIT SD

Subtotal: School District PERS

TOTAL PERS

Fiscal Year 2006

AVE TOTAL

Incronso Conlrib.
21,240 42,481
94,373 359,372
18,464 75,111
50,437 207,296
143,G18 439,471
8,091 47,414
47,987 170,257
86,400 178,848
42.G18 127,514
19,499 70,041
109,970 219,941
65,909 131,818
109.492 297,160
12,213,786 40,651,869
79,372,131 266,032,812

(In Dollars)

Fiscal Year 2007

AVE TOTAL

Increase Contrib.
22,037 66,111
97,912 470,761
19,156 97,084
52,328 267,398
149,004 604,955
8,395 57,587
49,786 226,428
89,640 275,195
44,217 176,513
20,230 92,898
114,094 342,283
68,381 205,142
113,598 421,902
12,679,702 54,856,016
82,356,484 358,365,527

Fiscal Year 2008

AVE TOTAL.

Incronso Contrib.
22,863 91,453
101,584 589,998
19,875 120,599
54,291 331,716
154,591 782,232
8,709 68,456
51.G53 286,573
93,002 378,517
45,875 229,007
20,989 117,371
118,373 473,492
70.945 283,779
117,858 555,580
13,155,191 70,068,307
85,444,852 457,249,086

Fiscal Year 2009

AVE TOTAL

Increaso Contrib.
4,607 99,590
20,468 633,240
4,005 129,259
10,939 355,459
31,148 843,575
1,755 72,853
10,408 308,042
18,739 411.866
9,243 247.090
4,229 126,130
23,851 515,619
14,295 309,028
23,747 600,773
2,650,618 75,423,562
17,216,147 492,115,048

5nl7



Public Employes' Retirement System (PERS)ATMChjrs"UremASy~A" fT O -

Composite Employer Contribution Rote - Active Employers
ESTIMATED FY 06 - 07 - 08709 - Change In Employer Contribution
(Based on 2004 Valualion; Juno 30, 2003 Financials)

(in Dollars)

' 3/16/20057:50 * FlscalYflflffa I ™MenlY~Anr2007/

Fiscal Yoar 2009

TOTAL TOTAL J 1TAL
Incroaso Conlrib. Incroaso Contrib. Incroaso Conlrib.
Employer
ALASKA GATEWAY SD 122,050 708,164
ALEUTIAN REGION SD 10.110 118,479
ALEUTIANS EAST BOROUGH SD 119.964 784,471
ANCHORAGESD 8.945.912 58.499.289
ANNETTE ISLAND SD 81.357 532,014
BERING STRAIT SD $S6.15G 2,335,857 3,636,830
BRISTOL BAY BOROUGH SD 00,251 _JB8j254 433,230
CHATHAM SD 05,004 275.875 429,525
CHUGACH SD' 47.326 198,768 309,473
COPPERJtIVER SD 144,588 607,270 945.494
CORDOVA CITY SO 104,904 440,595 685,988
CRAIG CITY SD 117,304 492,928 _7G7,468
DELTA/GREELY SD 151.830 637,712 992,890
DENALI BOROUGH SD 84,599 355,315 553.210
DILLINGHAMCITY SD 145,270 610.133 ' 949,951
FAIRBANKS NORTH STAR BOROUGH SD 2,945480  12,371.017 19,261,146
GALENA CITY SD 227.943 957,362 1,490,572
HAINES BOROUGH SD___ 93.831 394,089 613,580
HOONAH CjTY SD 79.670 334,615 520.981
rlYDABURG CIT 7SD 35628 '149,638 232.981
IDITAROD AREA SD 129851 _ 545.375 849.125
JUNEAU BOROUGH SD 1,021,263; 4.289.305 6,678,264
KAKE CITY SD J9.935; 107,728 261,145
KASHUNAMIUTSD 73,716* 309,609 482.048
KENAI PENINSULA BOROUGH SD 1,918.041  ~_8.055,774 12,542,490
KETCHIKAN GATEWAY BOROUGH SD 406.086 1,957,560 3,047.837
KLAWOCK CITY SD 58,619 246,199 883.322
KODIAK ISLAND BOROUGH SD 632.6191 2,657.001 4,136,037
KUSPUK SD 140,344, 509,445) 917.740
'LAKE AND PENINSULA BOROUGH SD 163 17117 685,340 1.067,055
‘“lower KUSKOKWIM SD 940,224' 3,974.141 6,187,607
LOWER YUKON SD 457.013] 1,921,973 2.992.430
MATANUSKA-SUSITNA BOROUGH SD 2.5B9.7401  10,876.933 10.934,021
NL NANA CITY 5D 107.50B 451,535 703.020
NOME CITY SD 158,31>0 605,072 1,035.489
NORTH SLOPE BOROUGH SD 728.566 _3.059.978 4,764,254
NORTHWEST AMCtIC BOROUGH SD 031,148 2.050.821 4,127,215
PELICAN CITY SD 7,422 31,173 48,535
PETERSBURG CITY SD 147,167 -.18.100 962,365
31,771 146.040

PRIBILOF SD

Inlormalion provided by Division ol Rollmrnont nnd Bcnel-tc

AVI: TOTAL

Incronso Conlrib.
132,791 956,097
19,711 141.923
130.513 939,695
9,732,583 _70.074.000
00,512 G37.284
605,063 4,356.453
72,077 510,954
71,401 _ 514,516
51,407 370.709
157.303 1,132,589
114,128 821.725
127,604 919,328
165.188 1.180,354
92.030 662.675
158.044 1.137,919
3.204.495 23.072,367
247,988 1,785,513
102,082 734,990
88.676 624,067
~ 32761 279,081
141.270 1,017,142
1,111,069 7,999.699
43.447 312,010
00,199 577.432
2.0B0.707 15.024,292
507.072 3,050,915
63.774 459,170
008.2.60 4,955.397
152,685 1,099.334
177,527 1,278,194
1,029,432 7.411,907
497,853 3,584,545
2,817,479 20.205.850
116,002 042,120
172.275 1,240,382
702,634 5,700,902
606.049 4,043,871
0,075< 58,139
100,106! 1,162,770



Public Employees' Retirement System (PERS) & Teachers' Retirement System ( “RS)

Composite Employer Contribution Rate - Active Employers |

ESTIMATEDFY 06~07 - 08 - 09 - Change In Employer Contribution (In Dollars)
(Baled on 2004 Valuation; Juno 30,2003 Financials)
3/16/2005 7:50 Fiscal Year 2006 Fiscal Year 2007
V02
AVE TOTAL AVE TOTAL
ER Increaso Contrib. Increase Conlrib.
Fund  Num Employer
TRS 740 SAINT MARY'S SD 43,930 184,541 44,949 233,735
TRS 727 SITKA BOROUGH SD 345,793 1,452,330 353.746 1,839,480
TRS 728 SKAGW/ YCITY SD 35,750 150,151 36,573 190,177
TRS 769 SOUTHEAST ISLAND SD 00,390 287,273 69,971 363,852
TRS 756 ' SOUTHWEST REGION SD 256,747 1,078,339 262,653 1,365,703
1Ho fD ‘14,438 60,640 14.770 76,805
TRS [_729 UNALASKACITY SD 100,771 456,838 111,273 578,610
TRS 730 VALDEZ CITY SD 236,952 995,200 242.102 1,260,492
TRS 731  WRANGELL PUBLIC SD 10u"026 445 311 100,465 564,018
TPS 732 YAKUTAT SD 40,921 197,070 40,001 249,603
TRS 762  YUKON / KOYUKIJk SD 193,040 813,312 190,099 1,030,117
TRS 763  YUKON FLATS SO 120,069 508,070 123,751 643,507
TRS 778 YUPIITSD 112.500 472,499 115,007 598.453
26,290,959  110,447.228 26,901,789 139,889,303
TRS 737 ALASKA deparimcnt of education___ 311.330 1,307,621 318,499 1;\656-196
TRS 733 UNIVERSITY OF ALASKA 1,953,277 8,203.761 1,998,202 107390,650
TRS 7-3  SOUTHEAST REGIONAL RESOURCE CENTER 50,057 210.240 51,200 g?gigé‘r
TRS* 770 SPECIAL EDUCATION SERVICE AGENCY 50,874 247.270 69,228 ,185
Subtol.il: Other TRS 2,373,546 9.968,892 2,421,137 12.626,314
TOTALTRS 28,670,505  120.41C.120 29.323.92G  152.515,617
TOTAL BOTH PERS AND TRS 108,042,636 386,448,932 111,686,411 5107881.144

Information provided by Division ol Hriliromonl and Unnuliis

Fiscal Year 2008

AVE™
Increase

46.342
304,712
37.706
72,141
270,795
15,228
114,722
249.917
111.827
49,489
204,241
127,580
118.655
27,735.745

328.373
2,060,146
02.790
62,005
2,503,410

30.239,154

115.684.0C6l1

TOTAL
Contrib.

207 323
2,201.216
233,779
447 72
1,678,927
94,414
7.U 277
1.549,483
693,330
300.030
1,260,201
791 .043
J73b .660
171,961 616

2,035,910
12.772,906
327,335
304,908
15,521.139

1877482,755

644.731,842

Fiscal Yoar 2009

AVtL
Increaso

47,002
376,201
30,094
74,413
279,325
15,700
110,336
257,789
115,350
51,048
210,074
131,607
122,392
28,609,420

338,716
2,125,041
54,459
64.051
2,582,267

31,191,687

48.407.834

TOTAL
Conlrib.

344,170
2,708,640
280,037
535.774
2,011,130
113,090
852,019
1,856,001
830,520
367,542
1,510,854
947,560
881.226
205,987,827

¢ 2~438,75G
_ 15,300,293
392,105
461,167
18,592,322
224,50u, i:iu

716,695,197
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2005 LEGISLATIVE SESSION Bill Version: sbi4l-doa-rb-Q3i5Q5
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected: Statewide
Title An Act relation to TRS and PERS creating a RDU Statewide
defined contribution and health reimbursement plans ... Component Statewide
Sponsor Senate Finance Committee
Requester Senate Finance Committee Component No
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless other' iso noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services 276.5 227.5 163.1 163.1 163.1 163.1
Travel 37.5 17.5 3.5 5.0 5.0 5.0
Contractual 667.0 327.0 352.0 397.0 397.0 397.0
Supplies 18.0 5.0 5.0 5.0 5.0 5.0
Equipment 30.0
Land & Structures
Grants & Claims
Miscellaneous (Board Re”ie (208.5) (128.5) (208.5) (128.5) (128.5) (128.5
TOTAL OPERATING 820.5 448.5 315.1 441.6 441.6 441.6
CAPITAL EXPENDITURES i | | | | T
CHANGE IN REVENUES ( ) T
FUND SOURCE (Thousands uf Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 820.5 448.5 315.1 441.6 441.6 441.6
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 820.5 448.5 315.1 441.6 441.6 441.6
Estimate of any current year (FY2005) cost: 0.0

Check this box (X) if funding for this bill is included in the Governor’s FY 2006 budget proposal:

POSITIONS

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

ANALYSIS: (Attach a separate pnqo itnecessary)

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

new employees of the PERS and TRS hired after the effective dato of July 1, 2005. As the new plan

significantly differs from the current defined benefit plans, lhe division will be required to reprogram its

computer systems, set up and account for two new plans, create new plan publications and forms, train staff,
employer contacts and new members, create new employee benefit education methods on the web. ienefit
seminars and one on one appointments, and to contract for financial planning services for members of the
new plan The fiscal note assumes fund manager fees, custody, and record keeper’s individual account foes

are separate.

Prepared by: Melanie Millliorn. Director

Phono 465-4408
Dato/Timt* 3/21/05 1:17 PM

Division Retirement and Benefits
Approved by; Miko Tibbies, Deputy Commissioner Dato 3/21/2005
Agoncy Dopartmont of Administration

Pago 1of2
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FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The estimated administrative costs lo the division bv fiscal year are as follows:
FY 2006

PERSONAL SERVICES:

TRAVEL.:

1 - Analyst-Pgmr Il - DC-Benefits Sys - R 16

1 - Accountant Il - Range 16
1- R&B Tech I/l - ER Rpting / Contrib. Recon. - Range 12

1-Non Permanent Publications Tech Il or Spec | - Range 13

1-Non Permanent Retirement Counselor - Range 18

Employer Reporting Software Upgrade Install & Help
Employer Plan Education
Regional Counselor travel

CONTRACTUAL:

SUPPLIES:
EQUIPMENT:

Communications & Postage

Computer system mods - Employer Reporting

Computer system mods - PERS / TRS Record Integration
Computer system mods - DC / Web / Remit Modules
Computer system mods - HRA / Benefit system mods
Audit, Accling, Tax, Benefits Consulting. Legal

Training \ Risk Management

Employee financial planning services

Office supplies, calculators, desk-top software
Workstation & cubicle, chairs, Hie cabinels, computers,
telephone, set-up costs

MISCELLANEOUS (BOARD RECONFIGURATION)
Board Member Election 2006/2008

Board Training

Board Attorney

Travel Members/Stalf

Honorarium/Board Members

National Seminars (NASRA - NCTR)

The abovo funding source is initially listed as General Fund because ttiu exiling tiers of PERS / TRS aro Defined
Benefit plans, and Ihe present DC plans. SBS and DCP are legally separate from the intended plan.
members would havo to repay tho startup costs through foes as tho size of I fund grows.

TOTAL

64.4
52.0
46,7
49.0
64.4
276.5

30.0
7.5
0.0

375

82.0
80,0
80.0
80.0
80.0
100.0
15.0
150.0
667.0

18.0

30.0

-80.0
-15.0
-40.5
-24.0
-29.0
-20.0
-208.5

820.5

FY 2007

64.4
52.0
46.7
0.0
64.4
227.5

15.0
0.0
2.5

175

17.0
5.0
5.0

10.0

10.0

75.0
5.0

200.0
327.0

5.0

0.0

0.0
-15.0
-40.5
-24.0
-29.0
-20.0

-128.5

448.5

BILL NO. SB141-DOA-RB-03-15-05

FY 2008

64.4
52.0
46.7
0.0
0.0
163,1

0.0
0.0
3.5
3.5

17.0
5.0
5.0

10.0

10.0

50.0
5.0

250.0
352.0

5.0

0.0

-80.0
-15.0
-40.5
-24.0
-29.0
-20.0
-208.5

315.1

Die new lier

FY 09-11

64.4
52.0
46.7
0.0
0.0
163.1

0.0
0.0
5.0
5.0

17.0
5.0
5.0

10.0

10.0

50.0
0.0

300.0
397.0

5.0

0.0

0,0
-15.0
-40.5
-24.0
-29.0
-20.0

-128.5

441.6

The now plan effective date is July 1. 2005. Therefore, startup costs will start in FY 05, although they havo not been

provided for. Further, such startup costs also havo the same issue, they really aro not costs of lIho PERS and TRS

Defined Benefit plans. Tiers 1, 2. and 3 aro logically lolated, tier 4 PERS and Tier 3 TRS would not bo. The purpose ol
llie bill is to separate tho DB and DC side. Some arrangement will have to bo worked out to allow expenditure of funds
lor the startup that will be reimbursed later. A legal opinion is boing sought to determine if tho now llor members could

repay tho startup costs through foes as tho sizo of the fund grows.
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CS FOR SENATE BILL NO. 141(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Lsjcrfe.: C LT & \c fj
Offered: sjerte r c fj
Referred:
fin s | (Z xcU ariC IjL <dcpe
Sponsor(s): SENATE FINANCE COMMITTEE
A BILL

FOR AN ACT ENTITLED
"An Act relating to the teachers' and public employees’ retirement systems and creating
defined contribution and health reimbursement plans for members of the teachers'

retirement system and the public employees' retirement system who are lirst hired after

July L 2005; relating to university retirement programs; establishing the Alaska ~ 2 .0

Retirement Management Board to replace the Alaska Slate Pension Investment Board,
the Alaska Teachers' Retirement Board, and the Public Employees’ Retirement Board;
adding appeals of the decisions of the administrator of the teachers' and public
employees' retirement systems to the jurisdiction of the office of administrative
hearings; providing for nonvested members of the teachers' retirement system defined
benefit plans to transfer into the teachers' retirement system defined contribution plan

and for nonvested members of the public employees' retirement system defined benefit

plans to transfer into the public employees' retirement system defined contribution

- CSSB 141(FIN)
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providing for political subdivisions and public organizations to request to

participate in the public employees' defined contribution retirement plan; andproviding

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*Section 1. AS 14.25 is amended by adding new sections to read:
Article 1. Administration of the Teachers' Retirement System.

Sec. 14.25.001. Purpose. The purpose of this chapter is to encourage
qualified teachers to enter and remain in service with participating employers by
establishing plans for the payment of retirement and death benefits to or on behalf of
the members.

Sec. 14.25.C02. Attorney general. The attorney general of the state is the

legal counsel for the system and shall advise the administrator and represent the

system in a legal proceeding.

Sec. 14.25.003. Administrator,
the commissioner's designee is the administrate - of the system.

(b) The commissioner of administration shall adopt regulations to govern the

(@ The commissioner of administration or

operation of the system.
Sec. 14.25.004. Powers and duties of the administrator, (a) The

administrator shall
(1) csta’ lish and maintain an adequate system of accounts:

(2) transmit the funds deposited in the system to the retirement iund
established and maintained by the Alaska Retirement Management Board;

(3) approve or disapprove claims for retirement benefits;

(4) make payments for the various purposes specified;

(5) submit periodic reports or statements of account that arc needed;

(6) issue a statement of account to an employee not less than once each

year showing the amount of the employee's contributions to the applicable plan in the

system;
(7) formulate and recommend to the commissioner of administration

regulations to govern the operation of the system;

CSSH 141(1-IN) _ . 2%
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(8) as soon as possible after the close of each fiscal year, and not later

than six months after the close of each fiscal year, send to the governor and the
legislature an annual statement on the operations of each of the plans in the system
containing

(A) a balance sheet;
(B) a statement of income and expenditures for the previous

fiscal year;
(C) areport on valuation of trust fund assets;

(D) a summary of assets held in the trust fund listed by the

categories of investment, as provided by the Alaska Retirement Management

Board;
(E) other statistical financial data that arc necessary for proper

understanding of the financial condition of the system as a whole and each plan

in the system and the result of its operations;
(9) engage an independent certified public accountant to conduct an

annual audit of each plan's accounts and the annual report of the system’ financial

condition and activity;
(10) report to the Legislative Budget and Audit Committee concerning

the condition and administration of each plan and distribute the report to the members

of each plan in the system;
(11) publish an information handbook for each plan in the system at

intervals that the administrator considers appropriate;
(12) meet at least annually with the board to review the condition and

management of the retirement systems and to review significant changes to policies,

regulations, or benefits; and
(13) do whatever else may be necessary to carry ml the purposes of

each plan in the system.
(b) The administrator is authorized to charge fees necessary to members’

accounts to cover the ongoing cost of operating each plan in the system.
(e The administrator is authorized to o.itract with public and private entities

to provide record keeping, benefits payments, and other functions necessary tor lhe

3. CSSH 141 (FIN)
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24-LS0637VI

administration of each plan in the system.
Sec. 14.25.005. Regulations, (a) Regulations adopted by the commissioner

of administration under this chapter relate to the internal management of a state
agency, and the adoption of the regulations is not subject to AS 44.62 (Administrative
Procedure Act).

(b) Notwithstanding (a) of this section, a regulation adopted under this chapter

shall be published in the Alaska Administrative Register and Code for informational

purposes.
(c) Each regulation adopted under this chapter must conform to the style and

format requirements of the drafting manual for administrative regulations that is
published under AS 44.62.050.

(d) At least 30 days before the adoption, amendment, or repeal of a regulation
under this chapter, the commissioner of administration shall provide notice of the
action that is being considered. The notice shall be

(1) posted in public buildings throughout the state;

(2) published in one or more newspapers of general circulation in each

judicial district of the stale;
(3) mailed to each person or group that has filed a request for notice of

proposed action with the commissioner of administration; and
(4) furnished to each member of the legislature and to the Legislative

Affairs Agency.

(© Failure to mail notice lo a person as required under (d)(3) ol this section

does not invalidate an action taken by the commissioner of administration.
(f) The commissioner of administration may hold a hearing on a propose/’

regulation.
(9) A regulation adopted under this chapter takes effect 30 days after adoption

hy the commissioner of administration.

(h) Notwithstanding the other provisions of this section, a regulation may he
adopted, amended, or repealed, effective immediately, as an emergency regulation by
the commissioner of administration. For an emergency regulation to be effective the

commissioner must find that the adoption, amendment, or repeal of the tegulation is

4
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necessary for the immediate preservation of the orderly operation of the system. The
commissioner shall, within 10 days after adoption of an emergency regulation, give
notice of the adoption under (d) of this section.
(i) In this section, "regulation™ has the meaning given in AS 44.62.640(a).
Sec. 14.25.006. Appeals. An employer, member, annuitant, or beneficiary
may appeal a decision made by the administrator to the office of administrative

hearings established under AS 44.64. An aggrieved party may appeal a final decision

to the superior court.
Sec. 14.25.007. Investment management of retirement system funds. The

Alaska Retirement Management Board established under AS 37.10.210 is the

fiduciary of the system funds.
Sec. 14.25.008. Definitions. In AS 14.25.001 - 14.24.008,

(2) "plan" means the retirement plan established in AS 14.25.009 -

14.25.220 or the retirement plan established in AS D' .25.310 - 14.25.590;
(2) "system"” means all retirement plans established under the teachers'

retirement system.
Article 2. Teachers First Hired before July 1, 2005.

Sec. 14.25.009. Applicability of AS 14.25.009- 14.25.220. The provisions of
AS 14.25.009 - 14.25.220 apply only to members first hired before July 1, 2005.

* Sec. 2. AS 14.25.010 is amended lo read:

Sec. 14.25.010. Retirement plan [SYSTEM] established; federal
qualification requirements, (a) A joint-contributory retirement plan [SYS! EM] for
teachers of tne state is created.

(b) The retirement plan [SYSTEM] established by AS 14.25.009 - 14.2n.220
[THIS CHAPTER] is intended to qualify under 26 U.S.C. 401(a) and 414(d) (Internal
Revenue Code) as a qualified retirement plan established and maintained by the state
for its employees, for the employees of school districts and regional educational
attendance areas in the state, and for the employees of other employers whose
participation is authorized by AS 14.25.009 - 14.25.220 [THIS CHAPTER] and who

participate in this plan [SYSTEM].
(c) An amendment to AS 14.25.009 - 14.25.220 [THIS CHAPTER] does not

-5- CSSIl 14KF1N) |
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provide a person with a vested right to a benefit if the Interna! Revenue Service
determines that the amendment will result in disqualification of the plan under the

Internal Revenue Code.

* See. 3. AS 14.25.012(b) is amended to read:
(b) The irian [SYSTEM] created in AS 14.25.009 - 14.25.220 became

effective as of July 1, 1955, at which time contributions by the participating employers
and members began.

* Sec. 4. AS 14.25.012 is amended by adding a new subsection to read:
(c) Employees first hired after June 30, 2005, arc not eligible to participate in

Ihe plan established in AS 14.25.009 - 14.25.220.
*Sec. 5. AS 14.25.040(a) is amended to read:

@ Unless a teacher or member participates in a [HAS ELECTED TO

PARTICIPATE IN THE OPTIONAL] university retirement program under
AS 14.40.661 - 14.40.799, [OR] has filed an election under AS 14.25.043(b), or has

elected to participate in lhe plan established in AS 14.25.310 - 14.25.59r. a teacher
or member contracting for service with a participating employer is subject to
AS 14.25.009 - 14.25.220 [THIS CHAPTER|.

* Sec. 6. AS 14.25.040(d) is amended to read:

(d) A person who is employed at least half-time in the plan [SYSTEM] during

the same period that the person is employed at least half-time in a position in the

public employees' retirement plan [SYSTEM|j under AS 39.35.095 - 39.35.680

[AS 39.35] shall receive credited service under each plan [SYSTEM] for half-time
employment. However, the amount of credited service a person receives under the
public employees' retirement plan [SYSTEM] during a school year may not exceed
the amount necessary, when added to the amount of credited service earned during the
school year under the plan [SYSTEM], to equal one year of credited service. A
person who was employed at least half-time in a position in the public employees'
retirement plan [SYSTEM] under AS 39.35.095 - 39.35.68(1 | AS 39.35] in the same
period that the person was employed at least half-time in a position in this plan
[SYSTEM] may claim credited service in both plans [SYSTEMS] for employment

before May 31, 1989. To obtain tins credited service, the person shall claim the

CSSH 141(FIN) fi-
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service and \c.ify the period of half-time employment. When eligibility for half-time

service credit has been established, an indebtedness shall be determined to the

retirement plan [SYSTEM , in which the person did not participate. The amount of
the indebtedness is the full actuarial cost of providing benefits for the credited service
claimed. Interest as prescribed by regulation accrues on that indebtedness beginning
on the later of July 1, 1989, cr the date on which the member is first eligible to claim
the service. Any outstanding indebtedness existing al the time the person retires will

require an actuarial adjustment to the benefits payable based on that service

Sec. 7. AS 14.25.050(a) is amended to read:

@ Except as provided in (c) of this section, beginning July 1. 2005
1 [JANUARY 1, 1991], each member shall contribute to the plan a percentage
i: [SYSTEM AN AMOUNT EQUAL TO 8.65 PERCENT] of the member's base salary
1: accrued from July 1 to the following June 30. as determined undgr AS 14.25.(152.
u The employer shall deduct the contribution from the member's salary at ihe end of
if each payroll period, and the contribution shall be credited by the plan [SYSTEM] to
K the member contribution account. The contributions shall be deducted from employee
17 compensation before the computation of applicable federal taxes and shall he treated
18 as employer contributions under 26 U.S.C. 414(h)(2). A member may not have the
19 option of making the payroll deduction drcctly in cash instead of having the
20 contribution picked up by the employer.
21 *Sec. 8. AS 14.25 is amended by adding a new section to read:
22 Sec. 14.25.052. Calculation of member contribution rate, (a) Each active
23 member shall contribute a percentage of the member's base salary to be determined
2A annually in advance by the administrator. The member contribution rate is the greater
25 of
20 (1) 8.65 percent; or
27 (2) one-half of the normal cost rate actuarially calculated to fund the
28 benefits expected to be earned tiy active members during the fiscal year.
29 (b) Notwithstanding (a) of this section, the member contribution rate may not
30 increase more than one-half of a percentage point annually.
31 1Sec. 9. AS 14.25.070 is amended to read:

7 CSSH I4KFIN)
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Sec. 14.25.070. Contributions by employer. An employer shall contribute to
the plan [SYSTEMJ an amount equal to the percentage, as certified by the board
[ADMINISTRATOR], of the sum total of the base salaries of all members that is
required in addition to member contributions to provide the benefits of AS 14.25.009 -
14.25.220 [TITIS CHAPTER] times the sum total of the base salaries paid to members,
including any adjustments to contributions required by AS 14.25.173(a), by the

employer.
* See. 10. AS 14.25.070 is amended by adding a new subsection to read:
(b) When added to the member contribution rate calculated under

AS 14.25.052, the employer contribution may not be less than the amount required as

actuarially calculated to fully fund the future liabilities of active members.

*Sec. 11. AS 14.25.075(a) is amended to read:
(@) An employee who is eligible to purchase credited service under

AS 14.25.047 or 14.25.048, a member who is eligible to purchase credited service
under AS 14.25.048, 14.25.050, 14.25.060, 14.25.061, [14.25.062,] 14.25.100, or
14.25.107, or a teacher who is eligible to purchase credited service under
AS 14.20.345, AS 14.25.050, [14.25.062,] or 14.25.105, in lieu of making payments

directly to the plan, may elect to have the member's employer make payments as

provided in this section.

*Sec. 12. AS 14.25.075(b) is amended to read:
(b) A member may elect to have the employer make payments for all or any

portion of the amounts payable for the member's purchase ot credited service through i
a salary reduction program as follows:

(1) the amounts paid under a salary reduction program are in lieu of
contributions by the member making the election; the electing member's salary or

other compensation shall be reduced by the amount paid by the employer under this

subsection;

(2) the member shall make an irrevocable election under this

[
substvlion to purchase credited service as permitted in AS 14.20.345, AS 14.25.047, ,
14.25.04S, 14.25.050, 14.25.060, 14.25.061. [14.25.0u2,[ 14.25.100, 11.25.105. or

14.25.107 before the member's termination ot employment; the irrevocable election
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must specify the number of payroll periods that deductions will be made from the
member's compensation and the dollar amount of deductions for each payroll period
during the specified number of payroll periods; the deductions made under this
paragraph cease upon the earlier of the member's termination of employment with the
employer or the member's death; amounts paid by an employer under (f) of this
section may not be applied toward the payment of the dollar amount of the deductions
representing the portion of the credited service that is being purchased by the member

through payroll deduction in accordance with the member's irrevocable election under

this paragraph;
©)

as employer contributions for the purpose of determining tax treatment under 26

amounts paid by an employer under this subsection shall be treatec

U.S C. ("Internal Revenue Code); the amounts paid by the employer under this section

may not be included in the member's gross income for income tax purposes until those
amounts are distributed by refund or retirement benefit payments.

*See. 13. AS 14.25.075(e) is amended to read:
(e) Contributions to the plan [SYSTEM] to purchase credited service under
this section do not qualify fur treatment under this section if recognition of that service

would cause a member to receive a retirement benefit for the same service from the

plan [SYSTEM] and from one or more other retirement plans or systems of the stale.

*See. 14. AS 14.25.075(0 is amended to read:
tf) The administrator may accept rollover contributions from a member [,

AND DIRECT TRANSFERS AS DESCRIBED IN THIS SUBSECTION, FOR THE
PURCHASE. IN WHOLE OR IN PART, OF FORFEITED CREDITED SERVICE

UNDER THIS SECTION FOR THE REINSTATEMENT. IN WHOLE OR IN PART.

OF FORFEITED CREDIT! ; SERVICE UNDER AS 14.25.062]. Contributions

made und"r this subsection may not he applied to purchase service being paid under

(b) of this section. A rollover conlribulion (OR TRANSFER] as described in this 1

subsection shall be trca'nl as employer contributions for the purpose of determining

tax treatment under the Internal Revenue Code and may he made hy any one or a

combination nf the following methods:
(1) subject to the limitations prescribed in 26 U.S.C. 402(c). accepting

°y. CSSIt 141(1 INI
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eligible rollover distributions directly from one or more retirement programs of

another employe; that are qualified under 26 U.S.C. 401(a) or accepting rollovers

directly from a member;
(?) subject to the limitations prescribed in 26 U.S.C. 408(d)(3)(A)(ii),

accepting from a member conduit rollover contributions that are received by the

member from one or more conduit rollover individual retirement accounts previously

established by the member;
(3) subject to the limitations prescribed in 26 U.S.C. 403(b)(13),

accepting direct trustee-to-trustee transfers of all or a portion of the accounts of the

member, on or after January 1, 2002, from a tax sheltered annuity described in 26

U.S.C. 403(b);
(4) subject to the limitations prescribed in 26 U.S.C. 457(e)(17),

accepting direct trusiec-to-trusiee transfers of all or a portion of the accounts of the

member, on or after January 1, 2002, from an eligible deferred compensation plan of a

14
15 tax-exempt organization or a stale or local government described in 26 U.S.C. 457(b);

16 (5) accepting direct trustec-to-irustcc transfer from an account ,

17 established for the benefit of the member in AS 39.30.150 - 39.30.180 (Alaska

18 Supplemental Annuity Plan).

19 * Sec. 15. AS 14.25.075(i) is amended to read:

20 () On satisfaction of the eligibility requirements of AS 14.20.345.
21 AS 14.25.047, 14.25.04S, 14.25.050, 14.25.060, 14.25.061. (14.25/J62.) 14.25.100.

22 14.25.105. or 14.25.107, the requirements of this section, and the administrative filing i

23 requirements specified by the administrator, the plan shall adjust the member's (

24 credited service history and add any additional service credits acquired.

25 * See. 16. AS 14.25.115(a) is amended to read:

26 @ A teacher in membership service on or after July 1, 1977, who is appointed
27 to retirement on oi after July 1 1978, may elect to apply unused sick leave credit in

28 computing die total number of years of credited service under AS 14.2*.! 10(d) except

29 for sick leave earned while participating in a (THE OPTIONAL] university retirement

30 program under AS 14.40.661 - 14.40,799. To obtain service credit for unused sick |

31 leave, a teacher must apply to the administrator not [NO] later than one year after

ISIl 141(FIN) _ %10,
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appointment to retirement. Unused sick leave shall be credited on a day-for-day basis
in accordance with the table for service after July 1, 1969, contained in
AS 14.25.220(45). Teacher contributions may not be required for credited unused sick
leave.
* Sec. 17. AS 14.25.143(a), as that subsection read following amendment by sec. 3, ch.
146, SLA 19S0, until amended by sec. 12, ch. 106, SLA 1988, is amended to read:

@ When the administrator determines that the cost of living has increased and
that the financial condition of the retirement fund permits, the administrator shall
increase benefit payments to persons receiving benefits under this plan. For
purposes of this subsection, the financial condition of the fund would onlv permit
an increase in benefits when the ratio of total fond assets to the accrued liability
meets or exceeds 110 percent. In this subsection, "accrued liability"™ means the
present value of all member benefits accrued bv member service in this plan
[SYSTEM].

* Sec. 18. AS 14.25.143(a), as that subsection read following amendment by sec. 12, ch.

106, SLA 1988, until amended by sec. 12, ch. 97, SLA 1990, is amended to read:
@ When the administrator determines that the cost of living has increased and

that the financial condition of the retirement fund [SYSTEM] permits, the
administrator shall increase benefit payments to persons receiving benefits under this
plan. For purposes of this subsection, the financial condition of the fund would
onlv permit an increase in benefits when the ratio of total fund assets lo the
accrued liability meets or exceeds 110 percent. In this subsection, "accrued

liabilityll means the present value of all member benefits accrued bv member

service in this plan [SYSTEM].

* Sec. 19. AS 14.25.145 is amended to read:
Set. 14.25.145. Interest on individual accounts. Interest shall he credited to

each teacher's account at the end of each school year at the rate prescribed by the

board [REGULATION] for that year.
* See. 20. AS 14.25.150 is amended by adding a new subsection to read:
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* Sec. 21. AS 14.25.173(c) is amended to read:
(c) At least quarterly. [AT EACH REGULARLY SCHEDULED MEETING

2s
29
30

31

OF THE TEACHERS' RETIREMENT BOARD,] the administrator shall report to the
commissioner of administration [BOARD] on all situations since the administrator's
last report in which an adjustment has been prohibited under (b) of this section. If the
commissioner of administration [BOARD] finds that there is reason to believe that
one or more of the conditions set out in (b) of this section have not been met, the

administrator shall notify the member or beneficiary that an adjustment will be made

to recover the overpayment. A member or beneficiary who receives notice of

adjustment under this subsection may file a reouest with the commissioner of
administration [APPEAL TO THE BOARD] for a waiver of the adjustment under
AS 14.25.175. An adjustment that requires the repayment of benefits may not be

required while the waiver reouest [APPEAL] is pending.

* Sec. 22. AS 14.25.175(a) is amended to read:

(n) Upon reouest [APPEAL] by an affected member or beneficiary under (b)
of this section, the commissioner of administration [BOARD] may waive an
adjustment or a portion ofan adjustment made under AS 14.25.173 if, in the opinion
of the commissioner of administration [BOARD],

fl) the adjustment or portion of the adjustment will cause undue

hardship to the member or beneficiary;
(2) the adjustment was not the result of erroneous information supplied

by the member or beneficiary;
(3) before the adjustment was made, the member or beneficiary

received confirmation from the administrator that the member's or beneficiary's

records were correct; and
(4) the member or beneficiary had no reasonable grounds lo believe

the records were incorrect before the adjustment was made.

*See. 23. AS 14.25.175(b) is amended to read:

(b) In order to obtain consideration of a waiver under this section, the affected
member or beneficiary .shall file n renucst with [MUST APPEAL TOJ the

commissioner of administration [BOARD] in writing within 30 clays after receipt of

12-
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