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DRAFTING/CLEAN-UP CHANGES PROPOSED TO
FREE CONFERENCE COMMITTEE CS FOR SENATE BIL 141 (CORRECTED) V “N”
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Sec. 14.25.008. Definitions. In AS 14.25.001 - 14.24.008,
(1) "plan™ means the retirement plan established in AS 14.25.009 -

14.25.220 or the retirement plan established in AS 14.25.310- 14.25.590;

(2) "system™ means all retirement plans established under the teachers' Vi v

W

retirement system.
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*Sec.  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 rtf
AS 14.40.661 - 14.40.799" [OR] has filed an election under AS 14.25.043(b), or has
elected under AS 14.25.540 to participate in the plan established in AS 14.25.310 -
14.25.590, a teacher or member contracting for service with a participating employer
Is subject to AS 14.25.009 - 14.25.220 [THIS CHAPTER].
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Sec. 14.25.470. Eligibility for retirement and medical benefits, (a) zh
order to obtain medical benefits under AS 14.25.480 a member must retire directly
from the plan. A member is eligible to retire from the plan if the member has been an
active member for at least 12 months before application for retirement and

(1) the member has at least 30 years of service; or

(2) the member reaches the normal retirement age and has at least 10

years of service.
(b) The normal retirement age is the age set for Medicare eligibility at the time

the member retires.
(c) A member's surviving spouse is eligible to elect medical benefits under

AS 14.25.480 if the member had retired, or was eligible for retirement and medical

benefits, at the time ofthe member's death.
(d) A member shall apply for retirement and medical benefits on the forms

and in the manner prescribed by the administrator.

(e) Participation in the retiree major medical insurance plan is not required in

order to participate in the health reimbursement arrangement.
(F) A person eligible for retirement and medical benel! s is not required to

participate in the health reimbursement arrangement in order to participate in the

retiree major medical insurance plan.
(9) An eligible person shall make the irrevocable election to participate or not

participate in the retiree major medical insurance plan by reaching 70 1/2 years of age,

or upon application for retirement and medical benefits, whichever is later.
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(c) Each eligible member who elects to participate in the defined contribution
retirement plan shall have transferred to a new account the member contribution
account balance held in trust for the member under the defined benefit retirement plan
of the teachers' retirement system. A matching employer contribution shall be made
on behalf of that employee to the new account. [JThe employer shall make the

matching contribution from funds other than the trust funds of the defined benefit

retirement plan. »

39 S 20 -
(C) a full-time or part-time instructor of the Department of

Labor and Workforce Development;

» mo, \.~x TT> P9VE A2

* See AS 14.40.671 is amended to read:

Sec. 14.40.671. Participation, (a) An employee in a participating position
may elect to participate in a [THE OPTIONAL] university retirement program or to
participate in the appropriate state retirement system. Eligibility to participate in a

[THE] program begins on an employee's appointment to a participating position.

(b) An election under (a) of this section to participate in a university
retirement [THE] program is irrevocable. Tne election shall be made in writing on a
form provided by the board and approved for the state by the commissioner of
administration. The form must be filed with the university not [BOARD NO] later
than 30 days after the date on which the employee is notified by the university that
the employee is [FIRST BECOMES] eligible to participate in the program. A copy of
the form shall be delivered to the appropriate state retirement system. The election
becomes irrevocable on the date it is received by the board.

(c) Participation
PARTICIPATE IN THE] program constitutes a waiver of all rights and benefits under

tifl
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in a university retirement [THE ELECTION TO
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FREE CONFERENCE COMMITTEE CS FOR SENATE BIL 1M (CORRECTED) V “N”

the state retirement systems earned on or after the effective date of the election while
the employee is participating in a university retirement [THE] program.

(@) Except as provided in (e) of this section, if a nonvested member of a state
retirement system participates [ELECTS TO PARTICIPATE] in a university
retirement [THE] program, the employee may choose to transfer the amount in the
employee's contribution account to a university retirement [THE] program. If the
employee chooses to transfer the account, the appropriate state retirement system shall
pay to the university on behalf of the employee an amount equal to the balance in the
account. The payment must be made within 45 days after notice of the employee's
decision to transfer the employee's contribution account to a university
retirement program [THE ELECTION] is received by the state retirement system.
The financial officer of the university shall immediately pay the amount received to
the designated company or companies for the benefit of the employee. An employee
who transfers assets under this subsection may not reclaim the corresponding service

in the state retirement system if the employee is reemployed under the state retirement

system.
(e) An employee whose rights to transfer assets out of a state retirement

system are subject to a qualified domestic relations order is entitled to transfer assets
from the state retirement system to a university retirement [THE] program only if
the requirements for receiving a refund under AS 14.25.150(b), 14.25.360, [OR]
AS 39.35.200(c), or 39.35.760, as appropriate, are met.

() If a vested member of a state retirement system elects to participate in a
university retirement [THE] program, the employee ceases to be an active member
of the state retirement system on the effective date of the participation in a university
rctirenunt [THE] program. The employee retains all benefits accrued in the state
retirement system.

(@) An employee who docs not [ELECT TO] participate in a university
retirement [THE] program under this section becomes or remains a member of the

appropriate state retirement system.
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574, AS 39.30.090 is amended by adding a new subsection to read:
The Department of Administration shall implement by regulation cos

saving measures’ppropriate applicable to group insurance obtained uruierfa) of this

section. This includes ustn&jnanufacturer's rebates, copavievels™ and multi-tiered £<(0°- A
copayment structures; mandating tne*ws”of generyxifugs; determining the type of | Pusvo
drug classes in a formulary; dispensingjsesfma«4ating or providing incentives for *7 ot
mail order pharmaceuticals; ustrtg a reduction in the”av”~rage wholesale price; fet
providing case managorrfent services for certain users of pharmaceutTcslcapping the
number ofprCscriptions filled each month; and restricting the number of refTtt>-that
fsmay have at one time.
Tt>*  -v? »0S

(© Each eligible member who elects to participate in the defined contribution
retirement plan shall have transferred to a new account the preoont value of the
member contribution account balance held in trust for the member imder the defined
benefit retirement plan of the public employees' retirement system. A matching

mru rV 8

employer contribution shall be made on behalf of that employee to the new account.

(JThe employer shall make the matching contribution from funds other than the trust
funds of the defined benefit retirement plan established under AS 39.35.095 -
39.35.6807]
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Sec. 39.35.870. Eligibility for retirement and medical benefits, (a) In
order to obtain medical benefits under AS 39.35.880, an active member must retire
directly from the plan. A member is eligible to retire from the plan if the member has
been an active member for at least 12 months before application for retirement and

(1) the member has at least 25 years of membership service as a peace
officer or fire fighter or at least 30 years of membership service for all other
employees; or

(2) the member reaches the normal retirement age and has at least 10
years of membership service.

(b) The normal retirement age is the age set for Medicare eligibility at the time
the member retires.

(c) A member's surviving spouse is eligible to elect medical benefits under
AS 39.35.880 if the member had retired, or was eligible for retirement and medical
benefits, at the time of the member's death.

(d) Members shall apply for retirement and medical benefits on the forms and
in the manner prescribed by the administrator.

(e) Participation in the retiree major medical insurance plan is not required in
order to participate in the health reimbursement arrangement.

() A person eligible for retirement and medical benefits is not required to
participate in the health reimbursement arrangement in order to participate in the
retiree major medical insurance plan.

(9) An eligible person must make the irrevocable election to participate or not
participate in the retiree major medical insurance plan by reaching 70 1/2 years of age,

or upon application for retirement and medical benefits, whichever is later.
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AAA- Sack l) A N tv-so/
* Sec. The uncodified law of the State of Alaska is amended by adding a new section
to read:

REPORT TO THE LEGISLATURE BY THE DIVISION OF RETIREMENT AND e
BENEFITS. The division of retirement and benefits will provide an annual report to the
legislature regarding the cost savings measures it has implemented by regulation

CdvC Aevin .
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1 * See. 33. AS 14.25 is amended by adding new sections to read:
2 Article 3. Teachers First Hired on or after July i ,2006.
3 Sec. 14.25.310. Applicability of AS 14.25.310 - 14.25.590. The provisions of
4 AS 14.25.310 - 14.25.590 apply only to teachers who first become members on or
5 after July 1, 2006, or to members who transfer into the defined contribution plan under
6 AS 14.25.540.
7 Sec. 14.25.320. Defined contribution retirement plan established, (a) A
8 defined contribution retirement plan for teachers of the state is created.
9 (b) The defined contribution retirement plan includes a plan in which savings
10 arc accumulated in an individual account for the exclusive benefit of the member or
n beneficiaries.  The plan is established effective July 1, 2006, at which time
12 contributions by employers and members begin.
13 () The defined contribution retirement plan is intended to qualify under 26
14 U.S.C. 401(a) and 414(d) (Internal Revenue Code) as a qualified retirement plan
15 established and maintained by the state for its employees and for the employees of
16 school districts and regional educational attendance areas in the state.
17 (d) An amendment to the defined contribution retirement plan docs not
18 provide a person with a vested right to a benefit if the Internal Revenue Service
19 detenuines that the amendment will result in disqualification of the plan under the
20 Internal Revenue Code.
21 Sec. 14.25.330. Membership, (a) A teacher who firt becomes a member on
22 or after July 1, 2006, shall participate in the plan as a member of the defined
23 contribution retirement plan.
24 (b) A teacher who is participating in a university retirement program under
25 AS 14.40.661 - 14.40.799 may not participate as a member of the defined contribution
26 retirement plan.
27 Sec. 14.25.340. Contributions by members, (a) Each member shall
28 contribute to the member's individual account an amount equal to eight percent of the
29 member's compensation from July 1to the following June 30.
30 (b; Subject to the limitations on contributions under AS 14.25.380, a member
31 may elect to make additional contributions to the member's individual account.

SIKM4K:; -15- I-CCSSB 14J(Corrected)
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(© The employer shall deduct the contribution from the member's

compensation at the end of each payroll period, and the contribution shall be credited
by the administrator to the member's individual account. The contributions shall be
deducted from member's compensation before the computation of applicable federal
taxes and shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A
member may not have the option of making the ’yroli deduction directly in cash
instead of having the contribution picked up by the employer.

Sec. 14.25.315. Employment contributions mandatory, (a) Contributions
of members shall be made by payroll deductions. Each member shall be considered to
consent to payroll deductions. It is of no consequence that a payroll deduction may
cause the compensation paid in cash to a member to be reduced below the minimum
required by law.

(b) Payment of a member's compensation, less payroll deductions, is a lull and
complete discharge and satisfaction of all claims and demands by the member re'ating
to remuneration of services during the period covered by the payment, except with
respect to the benefits provided under the plan.

Sec. 14.25.350. Contributions by employers, (@) An employer shall
contribute to each member's individual account an amount equal to live percent of the

members compensation from July 1to the following June 30.

(b) An employer shall also contribute an amount equal to a percentage, as

certified by the board, of each member's compensation from July 1 to the following
June 30 to pay for retiree major medical insurance. This contribution shall be paid
into the group health and life benefits fund established by the commissioner of

administration under AS 39.30.095 and shall be accounted for in accordance with

regulations established by the commissioner.

(O] Notwithstanding (b) of thissection, the employer contribution for retiree

major medical insurance for liscal year-3006-shall be 1.75 percent ol each member's

compensation from July 1to the following June 30.

(d) An employer shall also make contributions to the health reimbursement

arrangement plan under AS 39.30,300.
Sec. 14.25.360. Rollover contributions and distributions, (a) A teacher

FCCS SB 141 (Corrected) -16- SH0141G
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(41) "commissioner" means the commissioner of administration;

(42) "plan" means the retirement plan established in AS 39.35.095 -
39.35.680.

* See. 126. AS 39.35 is amended by adding new sections to read:

Article 9. Employees First Hired on or after July 1, 2006.

Sec. 39.35.700. Applicability of AS 39.35.700 - 39.35.990. The provisions of
AS 39.35.700 - 39.35.990 apply only to members first hired on or after July 1, 2006,
or to members who transfer into the defined contribution plan under AS 39.35.940.

Sec. 39.35.710. Defined contribution retirement plan established; federal
qualification requirements, (a) A defined contribution retirement plan is established
for employees of the state or a political subdivision or public organization of the state.

(b) The defined contribution retirement plan is a plan in which savings are
accumulated in an individual retirement account for the exclusive benefit of the
member or beneficiaries. The plan is established effective July 1, 2006, at which time
contributions by employers and members begin.

(c) The retirement plan established by AS 39.35.700 - 39.35.990 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 political subdivisions, public corporations, and public organizations of
the state, and for the employees of other employers whose participation is authorized
by AS 39.35.700 - 39.35.990 and who participate in the plan set out in AS 39.35.700 -
39.35.990.

(d) An amendment to AS 39.35.700 - 39.35.990 does not provide a person
with a vested right to a benefit if the Internal Revenue Service determines that the
amendment will result in disqualification of the plan under the Internal Revenue Code.

Sec. 39.35.720. Membership. An employee who becomes a member on or
after July 1, 2006, shall participate in the plan set out in AS 39.35.700 - 39.35.990.

Sec. 39.35.730. Contributions by members, (a) Each member shall
contribute to the member's individual account an amount equal to eight percent of the
member's compensation from July 1to the following June 30.

(b) Subject to the limitations on contributions under AS 39.35.730, a member

SB0141G -85- FCCS SIM 41 (Corrected)
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may elect to make additional contributions to the member's individual account.

(e The employer shall deduct the contribution from the member's

compensation at :!te end of each payroll period, and the contribution shall be credited
by the plan to the member's individual account. The contributions shall be deducted
from member's compensation before the computation of applicable federal taxes and
shall be treated as employer contributions under 26 U.S.C. 414(h)(2). A member may
not have the option of making the payroll deduction directly in cash instead of having
the contribution picked up by the employer.

Sec. 39.35.740. Employment contributions mandatory. Contributions of
employees shall be made by payroll deductions. Every included employee shall be
considered to consent to payroll deductions. It is of no consequence that a payroll
deduction may cause the compensation paid in cash to an employee to be reduced
below the minimum required by law. Payment of an employee's compensation, less
payroll deductions, is a full and complete discharge and satisfaction of all claims and
demands by the employee relating to remuneration of services during the period
covered by the payment, except with respect to the benefits provided under the plan.

See. 39.35.750. Contributions by employers, (a) An employer shall
contribute to each member's individual account an amount equal to live percent of the
member's compensation from July 1to the following June 30.

(b) An employer shall also contribute an amount equal to a percentage, as
certified by the board, of each member's compensation from July | to the following
June 30 to pay for retiree major medical insurance. This contribution shall be paid
into the group health and life benefits fund established by the commissioner of
administration under AS 39.30.095 and shall be accounted for in accordance with

regulations established by the commissioner.

(c) Notwithstanding (b) of this section, the employer contribution for retiree
'Zjz’o ' f
major medical insurance for fiscal year «30fKr snail be 1.75 percent of each member's
compensation from July 1 to the following June 30.

(d) An employer shall also make contributions to the health reimbursement

arrangement plan under AS 39.30.300.
() An employer shall make annual contributions to the plan in an amount

-86- SItOMKi
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FISCAL NOTE

Fiscal Note Number: 1

STATE OF ALASKA

2005 LEGISLATIVE SESSION Bill Version: CSSB 14t(FIN)
(S) Publish Date: 4/8/05
Revision Date/Time (Note if correction): Dept. Affected: Administration
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 Fe :jral Receipts
1003 GF Match
1004 GF

1007 Interagency Receipts 116.0 87.0 87.0 87.0 87.0 87.0
1037 GF/Mc-ntal Health
Other (Spec.ty Type--Do not abbreviate) Int

TOTAL 116.0 87.0 87.0 87.0 87.0 87.0
Estimate of any current year (FY2005) cost: 00

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

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqge il necessary)
This bill tranfers to the Office of Admininstrative Hearings (OAH) adjudicatory hearing functions now

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

The numbers of cases referred and hearings conducted, as well as the number that might be resolved
through alternative dispute resolution or on motions without an evidentiary hearing, likely would vary
somewhat each year. To handle 'he additional caseload, OAH likely would need to add to the
Administrative Law Judge (ALJ) staff a 3/4 PPT in all years except in FY 0G, when an ALJ PFT would be
needed due to the existing backlog of approximately 150 cases likely to carry over into FY 06.

Prepared by: Terry L. Thurbon Chief Administrative Law Judge (Acting) Phone 465-1666

Division Office of Administrative Hearing- Date/Time 3/29/05 11.20 AM
Date 3/29/2005

Approved by: Michael A. Tibbies, Deputy Commissioner
Agency Department of Administration

Page 1of 1
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2
2005 LEGISLATIVE SESSION Bill Version: c ~c l4*
(S) Publish Date: A-.

Dept. Affected: Administration

Revision Date/Time (Nole if correction):

Title An Act relation to TRS and PERS creating a RDU Centralized Administnve Services
defined contribution and health reimbursement plans ... Component Retirement and Benefits
Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No. 64

(Thousands of Dollars)

Expenditures/Re venues

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

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

Personal Services 276.5 227.5 163.1 163.1 163.1 163.1

Travel 27.5 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 300

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 528.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)

*002 Federal Receipts

1003 GF Match

1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0

1005 GF/Program Receipts

tC37 GF/flental Health

1029 PERS (9.0) (¢ (12 1) (4.1) (4.1) (4.1)

1024 TRS (83 5) (37.4) (109.4) (37.4) (37.4) (37 4)

Other (Specify Type-Donot abbreviate) 130.9 285.0 427.G 570.1

TOTAL 93G.5 535.5 402.1 528.G 528.G 528.G

Estimate of any current year (FY2005) cost: 00

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

POSITIONS

Fjll-time 3 3 3 3 3

Part-time 0 0 0 0

Ti.:nporary 1 0 0 0 0

ANALYSIS: (Ar,>.:h | separate nave ! necessary;

This bill will create a new defined contribution retirement plan and a health reimbursement arrangement for
new employees of the PLKS and 1RS hired after the effective date of July 1, 2005. As the new plan
significantly differs from the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, train staff.
L i.pioyer contacts and r.ew members, create new employee benefit education methods on the web, benefit
seminars and one on one appointments, and to contract for financial planning services for members of the
new plan. The fiscal note assumes fund manager fees, custody, and record keeper's individual account fees
arc :uparalo. It further assumes that cost reductions for the PERS and TRS Boards will be partially offset by
payments to the Olficc of Administrative Hearings to conduct disability hearings, previously conducted by the
boards.

Phono 46.5-44QB
Date/Time 4.5051 25 PM

Date 4 G.TOX.

Motamo Milihom. Director
Retirement and Benefits

Preparod by:
Division

A: proved by Mike Tibbies. Deputy Commissions
" |i ncy liftpadtnnnt ot Administmbon

Pago 1 of 2



FISCAL NOTE # 2

STATE OF ALASKA HILL NO. CSSB h»1(FINi

2005 LEGISLATIVE SESSION
ANALYSIS CONTINUATION

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

PERSONAL SERVICES:

1- Non Perm Analysl-Pgmr Ill - DC-Benefits 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/ll - ER Rpting / Contrib. Recon. - Range 12 46.7 46.7 46.7 4G.7
1-Non Permanent Publications Tech Il or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 227.5 163.1 163.1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 30.0 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 25 3.5 5.0
37.5 175 35 5.0
CONTRACTUAL:
Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit. Accting, Tax, Benefits Consulting, Legal 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 200.0 250.0 300.0
667.0 327.0 352.0 397.0
SUPPLIES: Office supplies, calculators, desk-top software 18.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,
telephone, set-up costs 30.0 0.0 ocC 0.0

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 —0b& -40.5
Travel Members/Staff -24.0 -24 0 -24.0 -24.0
Honorarium/Board Members m29 0 -29.0 -29.0 -29.0
National Seminars (NASRA - NCTR) '20.0 -20.0 -2VO *20.0
Disability Hearings-Gffice of Administrative Hearings 116.0 87.0 87.0 87 U
-92.5 m41.5 -121.5 -415

TOTAL 936.5 535.5 402.1 528 6

The above funding source is initially listed as General Fund because the exiting tiers of PERS /1 RS are Defined
Benefit (Tans, and the present DC plans. SBS and DCP are legally separate from the intended plan. It is assumed that
by TY20eti. as more employees are hired into the new tiers, that program costs will be funded through ari assessment
on DC accounts, similar to the SBS program currently in place. General funds will be reduced 25to per year from

FY2008-2011.

The new plan effective date is July 1, 2005 Therefore, startup costs will start in FY 05. The startup costs are not cost;
of the PERS and TRS Defined Benefit plans Tiers 1 2. and 3 are logically related, however, tier 4 PERS and Tier 3
TRS would not be. The purpose of the bill is to separate the DB and DC side. A legal opinion was sought tu determini-
how the funding and accounting needs to occur tor the now DC plan.
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Revision Dale/Time (Note if correction):

lille An Act relating to the teachers' and public
employees' retirr-mr.nt systems

Sponsor Finance

Requestor

Expenditures/Revenues

Note: Amounts do net include inflation unless otheiwise rtoled below

FY 20GF]  FY

2145

OPERATING EXPENDITURES
Personal Services
Travel
Contractual
Supplies
Equipment
Land 5 Structure;
Grants & Claims
Miscellaneous
TOTAL OPERATING

.CAPITAL EXPENDITURES
CHANGE IN REVENUES (

FUND SOURCE

100? Federal Receipts

1004 GF Match

163)? Gf

1:di SF.Fu/jrpjn Loccpts

if: 17 P.enefil Srs:oms (SBS/DG)

t teen RnM-im.r,. Mr.iju rl Board
TOTAL

214.5

2145
2145

Estimate of any current year (FV2005) cost:

Fiscal Note Number
Bill Version:
s) Publish Dale

CSSB 141 (FIN)
4/8/05

Revenue F1
Taxation & Treasury
Treasury Division

Depi. Affected:
"RDII
Component

Component No 2
(Thousands of Dollars)

FY 2010
214.5

FY 2009
2145

FY 2008
214.5

2007
21-15

214.5 214.5 214.5 2145

(Tnnusands of Dr-.lin"sj

2115
214.5

214 °5
214.5

214.5
214.5

214.5
214.5

nf:

Mare this box (X) if funding for this bill is included in the Governor's FY 2000 budget proposal

POSITIONS

«ji-h O 5
Piid-hnii*
li-rnpui,.*.
ANALYSIS'
Sen bttaciied ar,»i; sib

flipn, C it;jlridb.i
T/i.niury
tom Poutin Depute Cofi'm:
Depadment ol Revenue

IP

unit

oli in 7

| lone 40f-2452
| Tnij A05al

LiiP- 4 -1105

FIT

FY 2011

214.5

214.5

u.0

o
214.5
214.5

hi.tjo 1 of 5
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SB 14 1 creates a new 9 member Alaska Retirement Management (APJvl) Board and replaces the current 8

member Alaska Stale Pension Investment Board (ASP1B) stalled by the Treasury Division, it also creates a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health saie reimbursement trust, hinds currently budgeted under the ASPJB will he (ransfened to the

new board. A summary of the fiscal notes follows.

Summary ol liscal Noic.s
Irensury Division fiscal note H1
Alast,n Slate Pension Investment
Hoard fiscal note 2

: AKM Hoard fiscal note >1}
ASPJB Cusiodc and Maiiaecuiein

Pees fiscal mile =A

Al<M Board Custody and
Management Pees fiscal note >5

10i.n
Hack out 1A between die iwo

components 1
SIt2-51 filial inrrciiicntal costs

FYD6

214.5

-4.144.4
4.734.(,

-31.'B.Vo

31.V13.0
804.7

-214.5
590.2

1Y07

214.5

-4.144.4
4.410.6

-31,003 &

3i.yi3.fi
480.7

-214.5
2<i(i.2

1VOS

214.5

-4.144.4
4.410.6

-'1.°13.6

31.913 fi
4SU.7

-214.5
266.2

1YOU

214.5

-4.144.4
4.410.6

-31.013.6

31.013 (.
480.7

-214.5
2.2

PYin

214.5

-4.144.4
4.41() 1,

-31.013.6

31.013.6
480.7

-214.5
266.2

1vi1

214.5

-4.144.4
4.410.6

-31.015.6 !
j

31.913 6
480.7

-214.5
266.2

Note | Currently 100% of the lrcasary |>\isien's pe:s > al sen ices co-lIs are ii.eluded m the 1lessury Division
I hese an leinenlii! eosls are unladed in the new AHM budget las in tin'prior

'vSIMIi biiduel as a conliaelual e'speiise”). Simply adding the i\u» budeets would double euunl this nmoimi

ii'iupi‘iienl under personal serv ices.

liie follow me table .show s the breakdown nfincicincntal costs b\ budget category Following are discussed
the assumption: we lime made and how these total Costs haw been allocated between li.scai note 1and 3.

IVr'oii.il Sera ues

Iras el

( iP.aijeni.i.

Supplies

SBI4 1 1ndill iiteiciiHiital costs

Assumptions;

FYOfi
2145
Z3.0
337.3
145

50(1.2

1-YO7
2145
12.0
50,2
S

266.2

PYOS

2145
120
*02

260.2

FY09

2145
120
50 2

5

266.2

PYIO
214 5
120
50.2 1
5|
266.2

loil.nt iue ate lhe assumption* used in arm mu at ihe cslimaic ol'lite iiiciemeiil.il eo-t of SB 141

1Y 11
214 5
12.0
’0.2
5
266.2

) A new defined contribution plan will have a similar umiibci ami type of options as die correal Supplement
Benefits System). All options would be asnilablc oil das one ol the litw ; !an A plan simila; to SBS wiil

re uh inthe ha, e! appioMiuatcly o managers and il e estiiKi'hraeiit of o\cr 3d additional safekeeping
accounts at the custodial hunk and assocmcd accounting record;

2.

luce .In.cut Oil led Il. an Accvuiitfiii! 1V and all Accounting le'ellllici.iil 1l

fiscal note* ;vr yeai of thesesialt is S214.5.

o0t lot

ii:c;e is ;i need, lo add 1 additional professional and | additional tee Luma! stall to mch.de' a St..to

I lie total cos) it;,. hided m:l ¢

iie “iribo.iiil mcelmg m Ihe lust hmi |oj the lit >hoard to organize and rccej'.c -.mut'tip

tiaiu.r.a as \eel! as funding to lefle'el | aelditiou il boaid mcnibvi Irfncline (cuiicnl hudycl iiu Intle mk ecisling

ineml'ers)
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- 1lit* owls fif contputci'K. office equipment and office space reconfiguration is included in year one fortlie
new stall. In all years funding is included for training, investment software subscriptions (Bloomberg.
Yicldbook. S.YP and Moody's rating services) and miscellaneous supplies for new :taff.

5. In year one. the cost for the external consultant to assist the hoard in sclectin b new managers. The
current eonlrael cost for manager searches is SoO.0 per search.

0 Ilie costs ol an externa] consultant to calculate performance ol the funds quanuly. Costs are expected to
be ioU.U year based on the current contract.

7. In I'Y20Ub SI 00.0 to cover the costs of an independent audit,'review of the performance consultant. It is a
requirement in SB 141that this contractor be audited. We expect that auilii to occur even 4 X, 5 years after

the initial audit review

8. I here is a S40.0 reduction in cuncnl cosA associated v ill) tile election of imrinbeis as the new board wili

be appointed by the governor.

Treasury Division fiscal note H\

llie Ireason. Ihvisimfs fiscal note inchules S214.5 each year lor personal sendees. There aie economies of
s,ale in managing investments. llowevei, the new funds created by Senate Bill 14! would require
considerable additional responsibilities. Il the tiumhci ofoptions paralleled the existing SBS Plan, that
vodd translate to 15 new manager accounts, 34 new custodial accounts and ! new sets of monthly financial
statements witli .miiu.il audit lequilenient'd, Tile Department ol Revenue currently manages a laigc numhiT of
bind: witli a limited in\ eintent and back oltice stuff. In order to prudently meel the prospectiv e demands of
Senate Bill 1-11. | rensury would need to hire an additional investment stall and 2 middle,back <-flice staff.

Bad ground

Pit dent aia: pr-'dtieii ,e management ol investments is a lesmuce intensive process Managing a modem
I out >ho ixa bw .id responsihihtv whith ieqaiic’. significant expertise and high attention to detail

lineammt management responsibilities include designing investment policy guidelines developing custom
a- .:.lloc.iuo:.". conJuelmg mi caine;,” manager searel.es. forming uivevimeut manage: due diligence,
icgotmiing am! contractmg u i'll juosjVvtivc inan.igeis. m.iilaging investment manager relationships,
peilo.”iomg periodic portfolio rebalancing, monitoring and evaluating investment perlonname, presenting

.aid consulting with oVeiMjtlil oieaiii/.ilions. and follow mg developments in :n\esimeiil reseatch and lin.ilv Ii.

tools.

In addition, onvsimull mmi.igcment requires a ;iguiliean! micti:>>. e will) back and middle oil’s.e lumIMiix
.n.h.emy bind >0111;3 ;» and audit, m.maging custody and hred.eraec relationships, cash management.
e.cur.lie- lending s.ileguardmg aoits. and compliance moialonng

'senate Bill 14' would create tin equivalent >ITout new fund.- I manage the | iuplovee l)clined
1 oat:il'iition At.oui.ts. the Imiplnyer Vesting \» counts, the Medical Piogiam | and. and the Health

Reimbursement Arrangement | rust

liu | inployce | Rlined t ontiihutioil Accounts would likely oiler employees a re.in’iinbly wide ;auge ol
mvesUuenl options As a comparison, the Supple-menial Benefits System oilers a suite of o taigcl o1 life*
:tvlc funds atid >separate asm class funds tit a total o| 14 options that participants may .select from
I 51 >njnip on ;he mix id im c-fnc: | -1\ Ic. to offer, mon luile loi and lining investment in.magei . and

11 in wpollil'ig .-ii idv 1m.tment nn.ii.i.w 1 pci o1 maine Would be a i nnshli r., hr on-gomu uadeil.il.mg

ALV NS
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Wink |rensury may realize fee economies from existing m\est merit relationships. i; is unlikely thai the
contributions in this account can be commingled with existing accounts. liiat means that there would be a
completely new set of accounts lor custodial and accounting purposes.

The Employer 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 tinnneial reporting and audits.

i ,ic is likely to be an additional consequence ol the change to a defined contribution plan. Currently there
is a population of participants in SBS and Deferred Compensation that monitor tiieir accounts daily. They
ollen hale questions whenevcr there are apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say that members of a delined benefit plan are not as price sensiti\e. The new
plan will greatly increase the number of individuals who are monitoring on-line data on a daily basis. This
will correlate directly to an increase in llre amount ol time we spend answering questions.

Alaska State Pension Investment Board fiscal note n2
Alaska Retirement .Management Board fiscal note //3

| iscal note I-2 transfers the existing ASP1B budgeted funding lo the new ARM boani. T his fiscal note also
include- the A I'M hoard's shaie tt exists expected due to the implement alii>n < SB 141.

FYOb FYO7 FYCs PYtlb FY10 Fyir !
ASPIU budeeicu fundimr fiscal note 4.144.4 4.144.] 4.144.4 4.144.4 4,144.4 41444 1
li-.ereaicnlal costs from SB 141 shO.2 2d6.2 200.2 2(ihJ. 2ft6 2 2021
"'onil mss on liseal eule 45 4.75ar,  4J1lo 4.410.0 4.410.( 4,410.(3 4.410.0

lolal fust yeni costs in fiscal noterr.l include MXO.O for manage] selection; SKKM) for an audit of the
hoard >performance consultant (This audit is a new requirement ol'SBMI. |: does not have to occur in the
In. i ;car. bui once done we would expeel it to occur every 4 to 5 years.); 115.0 associated with cue
additional inciting lor oipuuiziiig and educating the new boaul numbcts; and, Sib 1) for computers and the

i lliec scmp for ihe new po-utions. | be.e tot. | start-up costs me .S324.0.

< «iiiv i lists include interagency eliatgebael; to the ARM lor tl.c ¢ of thee new position. | >lalmg
1.214.A i;;..e] lor fu ..djtiloual bo.itd member (the cuncnl board has x members vcrsu mthe new hoard witii
o uicltibei:) as well as increased due diligcn.c >! the new fund managers and trainim; for t:.e new staff in the
uir.onm of v15.0; xqy." i,,r die ongoing cost ol plumes, information technology charge backs, supplie «ami
investment sub-aiption services lor the new stuff tthese melude Bloombcig, Yieldbook, S\ P ;md Moody‘s
and li.uleweb). aV -0 M ieduction in cutrent cost as electhais will be eliminated; $30.0 per year for the
eale'ula'.ioii o] the new muds' pirloiinanee by an externa! consultant. These total on-going costs a.e 5>2tt0.2.
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State Pension Custody and Management Fees #4
Alaska Kelirenient Management Board Fees #5

Fiscal note ilA transfers the budgeted funding of the Stale Pension Custody and Management Fees to a new
Alaska Retirement Management Hoard Fees component (fiscal note «5) in the Department of Revenue for
the new ARM Board. This component includes the investment management and custody costs ol the existing
defined benefit plans and will not he impacted in the foreseeable future by SB)41. Please note that in a
delined contribution plan, invest manager fees arid custodian costs are deducted front the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are riot included in the

Department's budget.

ryot) I-YO7 1VOX 1Y<)9 IT HI FY 1

A.sPIB Custncly and Management Fees
fiscal note -4 -31.913.6 -31,913.6 -31.913.6 -31.9136 -31.9136 -31.0)3.6

ARM Board Custody and Management
1ces lisejl note <5 31.9136 31.913.0 31.013.0 31.013.6 319136 31.-136
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NOTE

F sr.al Note Number
Btl Version:

CSSB 141 (FIN)

9 Publish Date: 4/8/0S

Revision Dale/Tirne (Note if correction). Di pt. Affected: Revenue #2
Tille An Acl relating to the teachers’end public ’ RDU Taxation & Treasury

employees' retirement systems Component Alaska State Pension
Sponsor Finance Investment Board
Requester Component No 19G1
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2006 FY 2007 FY 200B FY 2009 FY 2010 FY 2011
Personal Services
Travel (127.9) (127.9) (127.9) (127.9) (127.9) (127.9)
Contractual (3,896 5) (3.896.5) (3.89C 5) (3.896.5) (3,896.5) (3.896.5)
Supplies (50.0) (50.0) (50.0) (50.0) (50.0) (50.0)
Equipment (70.0) (70.0) (70.0) (700) (70.0) (70.0)
Land & Structures
Grants & Claims
Miscellaneous i

TOTAL OPERATING (4,144.4) (4,144.4) (4.144.4) (4,144.4) (4,144 .4) (4.144.4)

CAPITAL EXPENDITURES
CHANGE IN REVENUES f i
FUND SOURCE C huusands of Collarsi
1029 PERS Retirement (2.553 5) (2.553 5) (2,553.5) (2,553.5) (2.553 5)  (2.553.5)
1034 Teachers Retirement (1,277.3) (1.277.3) (1.277.8) (1.277.3) (1.277,3) (1.277.3)
1042 Judical Retirement (31.6) (81.0) (3V5) (31.6) (31.6) (31.6)
1045 National Guard Retirement (83.0) (63.0) (83.0) (83.0) (83.(0) (83.0)
1017 Benefits Systems tSES/DC) (199.0) (199.0) (199.0) (199.0) (199.0 (199.0)
Other iSpecifv 1vtf—Do net <t nrevini**)

TOTAL (4.144.4) (4.144.4) (4.144 4) (4,144 4) (4,144.4) (4.144.4)
Estimate of any current year (FY2005) cost: GO
Mark this box (X) it funding for this bill is included in the Governo s FY 2006 budget proposal’
POSITIONS
FMIMinih
Part-time T
Temporal >
Dt.itiirn ili-iisurv DutO/Tunit 4/5.'05 2:; PM
Ap_JI 1 Tr-m Boutin. Pupaty Comm.r.Monr-r Date 4|5»2G0G
<l in/ Dvr irtmunl of Revenue

mi. ime.
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SB 14 1 creates a new Mmember Alaska Retirement Management | ARM) Board and replaces the current 8
member Alaska Stale Pension Investment Board (ASI’'IB) .staffed by the Treasury Division. It also creates a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care reimbursement trust. Funds currently budgeted under the ASPIB will be transferred to the
new board. A summary of the fiscal notes follows.

Summary of Fiscal Notes FY06 FYO7 FYOS FYOM fyio | [I-Y!
Treasury Division fiscal note ti 1 2145 2145 2145 2145 2145 2145

Alaska State Pension Investment

Hoard fiscal note 112
-4.144.4 -4.144.4 -4.144.4 -4,144.4 -4.144.4 -4,144.4

ARM Board fiscal nqlc t!3 4.754)»  4.410fi 4.410 i 4.410.6 441(16 44106
ASPIB Custody and Management
lec: fiscal note *4 .

<3LM15fi  -51M13fi -31.MI3fi -31.M36 -51,M36  -3L.M13fi
ARM Board Custody and
Management lees fiscal note s5 ) . . .

1 51.M13fi  3).M36  31.915fi 31.MI5 fi 3LM13fi  31.M3.6
Total MB.7 4X0.7 4X0.7 4X0.7 4X0.7 4307
Back out IA between Qre two
components 1 -214.5 -214.5 -214.5 -214.5 -214.5 -214,5
S1p41 Total incremental costs 5M0.2 266.2 266.2 266.2 2662 1 2662

Note 1: (urrenliy ](!y i i*ftlic 3reasmy i)i\ision’spersonal sen ii es costs aie included inthe Treasury Division
component under personal services 1 liese incremental costs are included in the new ARM budge! (as in the piior
ASPIB budget as a conliaelual expense) Simply adding the two budgets would double count this amount.

flic following table shows the breakdown ol incremental costs by budge! category. Following are discussed
the assumptions u e have made and how these total costs have oeen allocated between fiscal note | and 3.

FY06 I-YO7 FYOX FYOM I-Y 10 IATI
i'etstmill Sets ices 2145 214 5 214.5 214 5 2145 214 5
Jravel 25 i, 12.0 12.0 12.0 12.0 120
Contraciir.tl 337 3 3M2 3M2 5M2 M2 M2
Supplies 145 5 1% 5 5 5
SH141 to lincmme-iilal costs 5M0.2 266.2 ZU<tz 2fio.2 262 | 200.2

Assumptions:
| oUewing tire the assumptions used in arriving at the estimate id the incremental costs of SUM).

1. A ticw defined coitliibutioit plan will have a similar number and type of options as the current Supplement

Benefits Sy stem. /MI options would be available on day one of the new plan. A plan similat to SBS will
result in the hire >| jppiOMinulcly ¢managers and the establishment ol <nct 30 additional safekeeping

accounts at the custodial batik and associated accounting refolds

2. lhcie t: .. need to add 2 additional profession?! and 1additional technical stall to induden State
Investment»Mliccr Il. an Accountant 1V and an Accounting |eclmician Ill. |lie total cost included tn the
iV-cnl notes per vest ol ihesse stall is$214,5

3 | ntiding lot uiie extra board meeting in the first year lor the new hoaul to organize and receive start-up
naming as well as funding tn relied | additional boani member tinseling (cuneilt budget includes 8 existing

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

5. In year one, ihecosi for the external consultant to assist the board in selecting 6 new managers. The
current contract cost for manager searches is 830.0 per search.

0. The costs ol an external consultant to calculate performance ol the funds quarterly. Costs are expected to
be 830.0 year based on the current contract.

7. In FY 2006 Sl UO.Oto cover the costs of an independent uudit/rcvicw of the performance consultant. Il isa
requirement in SB141 that this contractor be audited. We expect that audit to occur every 4 to 5 years" after

the initial audit/review.

X 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#]

| he Jreasury Divis m's fiscal note includes $214.5 each ~ear for personal services. There are economies of
scale m managing investments. 1llowevei, Tic new funds created by Senate Bill 141 would requite
considerable additional responsibilities. 1 .he 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. T he Department ol Revenue currently manages a huge number of
Tumi.! with a limited investment and back office staff In order to prudently me... the prospective demands of
Senate Bill 141.1 rcasttn would need to lure an additional investment staff and' 2 middle back office stall.

Background

Prudent and ptoduelive management of investments is a resource intensive process. Managing a modern
portfolio is a luoad responsibility which requires significant expertise and high attention to detail.

Investment management responsibilities include designing investment policy guidelines, developing custom
as ct allocations, conducting investment managci .searches, performing investment manager due diligence,
negotiating and contracting with pior pcdive mtmagcis, managing investment manage) relationships,
perli‘inting periodic portfolio rebalancing, monitoring and evaluating investment pcrfotmaticc, presenting
and con,-wilting with oversight organizations, and following developments in investment research and analytic

tool-.

In addition, investment management icquiiesa significant interface with back ami middle office lunctioits
including fund accounting and audit, managing custody and brokerage relationships, cash management,

secur ities lending, safeguarding assets, and compliance monitoring

Senate Bill I-*| would create the equivalent ol font new funds to manage the Kmployec Defined
i ‘'oitlrtbuiioit Accounts, the Lmplnyc; Vesting Accounts, the Medical Program | und. and Tic Health

Reimbursement Ariangcinent Imst

Jlie | mpl.oee |Jcfiin. J v ontiibuttoit Accounts would likely ollet employees a reasonably wide range ol
nuv-inient options, .A. a comparison, the Supplemental Benefit*. System otters a suite of 6 target m file-
style fi.tid). atnl = -cpm. te asset i lass funds fot a total of 14 options that participants may select front

I tecidini: on the mix ol tm cstment slyles to offer, searching fur and biting investment managers, and
evaluating ;m,| icpoiliin' «n mvt: .intent ni.inagcr pcrb>iiinuvce would be a considerable on-going tutdeii.jl.iiig

Page 5015
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While | cerjMirv max realize lee economics from existing investment relationships, il is unlikely that the
contributions m this account can be commingled with existing accounts. That mean* that there would he a

completely new set of accounts lot custodial and accounting purposes.

The Tiiiployci 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.

There is likely to be an additional consequence of the change to a defined contribution plan. Currently theic
is a population of participants in SBS and Deferred Compensation that monitor their accounts daily. They
olicn have questions whenever there are apparent anomalies in the change in the daily prices of the options.
As a general rule, we would say that members of a defined benefit plan arc 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 \vc spend answering questions.

Alaska State Pension Investment Board fiscal note til
Alaska Retirement Management Board fiscal note #3

Fiscal note 62 iiatn.feis the existing ASPIB budgeted funding to the new ARM board. This fiscal note also
includes tlie ARM board’s share of costs expected due to the implementation of SB 141

FYhn FYin FYOff FYOv FY 10 FT11
. ASPIB buleetc] funding li--c.il note 414441 41444 1 41444 " 41444 41444 4.144.4
In.reiiKia.il co¥i>from SB 141 5'Ki.2 | 200.2 ! 266.2 | 266.2 266.2 | 266 2

Total ¢*>sls >n fiscal note 63 4,7a-1.6  441(C | 44106 | 44106 4.410.6 4.410.6

Total first year costs in fiscal »ote»3 include SI-Su.O foi manage! selection; SIOthtJ for an audit ol the
board's performance consultant (’litis audit ir. a new requirement ol SuM 1. It does not have to occur in the
first year, i<t once done wc would xpcct it to occur every 4 io 5 years.); SI 5.0 associated witli one
additional meeting for organizing .mo educating the new hoard member -: and, S20.il for computer* and the

office setup |i*r the new positions. |hose total stan-up costs arc $>324.0,

tin-going cost* include irtctagencx chargeback t>the ARM for "lie costs of the 3 new position* totaling
F21-15- travel tor the additional hoard member (the current board lias *Smember* versus the new board with
I meli.bcisi a, .sell as increased due diligence = the new fund managers and training lor the new stall in the
atm'm: o] $!5.(i. $4°. 7 li.r the ongoing « 0 of phones, information technology charge backs, supplies miJ
investment .subscription services lor the in  stall (these include Ulotunbeig, Vieldbnok, SAP and .Moody’s
and | Mth welo; a N 40 o «reduction in cun cut cost as elections will be eliminated, S30.ii per year ¥ the
salculation ol the new hinds' performance by an external consultant. These total on-going costs eio $2(>6.2.

Page 4 of 5
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Stiitc Pension Custody and Management Fees P4
Alaska Retirement Management Board Fits #5

Fiscal nolc it4 transfers the budgeted funding of the State Pension Custody anu Management Fees to a new
Alaska Retirement Management Board Fees component (fiscal note #5) in the Department of Revenue for
the new ARM Board. This component includes the investment management and custody costs cfthe existing
defined benefit plans and will not be impacted in the foreseeable future by SB 141. Please note that in a
defined contribution plan, invest manager Ices and custodian costs are deducted from the individual accounts
daily (through an adjustment to the per share price of the investments). These costs are not included in the

Department's budget.

FY06 FY07 FY08 FY09 FY 10 FT 1
ASPIB Custody and Management Fees
fiscal note t:4 319136 -31.6)36 -31.9136 -31.9136 -31.9136 -31.9136
ARM Boat'd Custody and Management
Fees fiscal note »5 310136 316136 319136 31,9136 319136 319136

Page pofr



FISCAL NOTE

STAIT-OF ALASKA Fmca' Note Number
2(Ki5 LFOISLAIIYK SKSSION Bill Vnrsion: CSSB 141 (FIN)
jj Pul lish Dutc: 4/6/05
Revision Date/Time (Note if correction): Depl. Affected: Revenue #3
Titie An Act relating to the teachers' and public ‘RDU Taxalion & Treasury
employees' retirement systems Component Alaska Reliremenl Management

Sponsor Finance Board
Requester Component No.
Exponditures/Revonues (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 214.5 214.5 214.5 214.5 214.5 214y
Travel 23.9 12.0 12.0 12.0 12.0 12.0
Contractual 4.481.7 4.183.6 4.183.6 -V 183.6 4,183.6 4,183.6
Supplies 14.5 0.5 0.5 0.5 0.5 0.5
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OFERATING 4,734.0 4,410.6 4,410.6 4,410.6 4,410.6 4,410.6
CAPITAL EXPENDITURES
(CHANGE INREVENUES ( ) ! 292.6 339.4 386.2
FUND SOURCE (Thousands of Dollars)
1029 PERFj Retirement 2,5525 2,553.5 2,553.5 2.553.5 2.5535 2.553.5
1034 Teachers Rom.men! 1.2711.3 1,277.3 1,2711.3 1,2711.3 1,277.3 1,277.3
1042 Judicial Retirement 31,6 31.6 31.6 31.6 31.6 31.6
1045 National Guard Retirement 83.0 83.0 83.0 83.0 83.0 83.0
101/ Benefits Systems (SBS/DC) 199.0 190.0 308 6 332.1 265D 465.2
luC'4 GF 500.2 26G.2 66.C 133.1 199.6 0.0

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: on
Mark Ihis box (X) if funding for this bill is included n the Goveinor's FY 2PDG budget proposal;
POSITIONS
Full-time ]
Part-time
Temporary
ANALYSIS: (Aitar.n o Separate page if )

See attached analysis

PftjpaKtt!iiy ~ Emtv Men,in. Comptroller Phono 4G5-235I
DiviSruil irensury Dali;/1 imu 4/5'053 28 F11
Appro..'d v Torn Boutin. Depuly CoinuiitQ.ion.; i Diih." 4r5.M000

mni.y tjeuartinent of Revet uu
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SBI41 creates u new 9 member Alaska Retirement Management (ARM) Board and replaces the current S

tncmher Alaska State Pension Investment Board (ASPIB) staffed by the Treasury Division. It also creates a
defined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care reimbursement trust, I-unds currently budgeted under the ASPIB will be transferred to ti e

new hoard. A summary' ol’llie fiscal notes follows.

Summary of fiscal Notes
' Ireasury Division fiscal note It 1
Alaska State Pension Investment
Board fiscal note A2
ARM Board li.v.'a! note 43
ASPIB Custody and Management
bees fiscal note il4

ARM Board Custody and
Management Fees fiscal note *5

Total

Back out IA between the two

componentsl
SR24 1Tuttil inrn mental costs

KY06

2145

-4.144.4
4.734.6

-31.913 6

31.913.6
fi04.7

-214.5
590.2

FYO7

2)45

41444
44106

-31.913.6

319136
480.7

U,
266.2

FYO8

2145

-4.144.4
4.410.6

-31.913.6

31.913.6
43507

I -2145
266.2 |

FYO09

2145

-4.144.4
4.410.6

-31.913.6

319136
480.7

-214.5
266.2

bY 10

2145

-4.144.4
4 4106

-31.913.6

319136
480.7

-214.5
266.2

FYym |

Li
'Sy

*4.144.4
44106

-31.913.6

31.913.6
480.7

-2145 |
266.2 |

Note i t urrctitly HItI'S, ol the | rensury Division's personal services costs are included in the | rcasitrv Division
lotnptmeiii under personal services. These incremental costs are included in the new ARM budget (as in the .prior
ASPJB budget .is a contractual expense!. Simply adding the two budgets would double count this amount.

The 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 | and 3.

IVrM'iial Sen ices

lravel

Contractual

Supplies

SHI141 Total incremental costs

Assumpt unis:

I-YOo

2145
239

3373
1-15
596.2

FYO7
2115
12.0
39.2
5
206.2

FYOX

2145
120
'9.2

5

266.2

bY09

2145
120
292

y

260.2

1Y 10
2145
120
22
kS
260.2

Following ate the assumptions used in nrrn ing at the estimate of the incicmental costs of SB 141.

Fy 11
2145
120
39.2
5

200.2

i. A new defined contribution plan will have a similar number and type ol opiums as the emrent Supplement
Benefits System All options would be available on day one <4 the new plan. A plan simtlai to SMS will
tenth in the hue of approximately 0 managers and "lie establishment ol u\cr 31; additional salckeeping

aui'iuiis at the custodial haul; and associated accounting records,

3. lhetc is a need to add 2 additional professional and | additional technical <tall to include a State
Investment ( Miicer Il. an .Accountant IN' and an Accounting Technician 1lI

fiscal notes pci year of these staff is"$214.5.

The total cost included in the

3, bunding for one extra boaid inciting in the first year for the new board to organize and receive start-up
liamtin; as well as funding to reflect | additional hoard member (raiding teunenl budget includes S existing

mi lubet.s)
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4. The costs of computers. office equipment and office space reconfiguration is included in year one for the
new staff. In all years funding is included for trair.inu, investment software subscriptions (Bloomberg.
Yieldbool:. S&P and Moody's rating sen ices) and miscellaneous supplies for new staff.

5. In year one. the cost lor the external consultant to assist the board in selecting 6 new managers, flic
cunenl contract cost for manager searches is S30.0 per search.

ii | he costs of an ¢ .k-rnul consultant to calculate performance of the funds quarterly. Costs are expected to
lie $30.0 year based o.; the current contract.

7 In FY2006 $100.0 to cover the costs of an independent audit/review of the performance consultant. It is a
requirement in SB! 4 1 that this contractor be audited. We expect that audit to occur every 4 to 5 years alter

the initial audit/review.

X There is a 5.40.0 reduction in current costs associated with the election of members as the new board will
be appointed by the governor.

Treasury Division fiscal note *1

I lie Treasury I);vision’s fiscal note includes $214.5 each ycai for personal services. There arc economics of
scale in managing investments However, the new funds created by Senate Bill 14) would requite
considerable additional responsibilities. If the number of options paralleled the existing SBS Plan, that
would iran.date to I? new manager accounts. 34 new custodial account:; and 4 new sets of monthly financial
statements witli annual and requirements. The Department of Revenue 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 141. Treasury would need to hire an additional investment stall'and 2 middle/back office stuff.

Background

Prudent and productive management of investments is a resource intensive process. Managing a modern
portfolio is a broad responsibility which icquircs significant expertise and high attention to detail.

Investment management responsibilities include designing investment policy guidelines, developing custom
asset allocationl, conducting investment manage! searches, performing investment manage! due diligence,
negotiating and contracting with piospcctive raanauers, managing investment manager relationships,
performing periodic portfolio rebalancing, monitoring and evaluating inv estment performance, presenting.
Jiiul consulting with oversight organizations, and following developments in investment research and analy tic

lotl|S.

In addition, investment management requires a significant interface witli back and middle office fund ions
mJuding fund a, toimimg and audit, managing custody and brokerage relationships, cash management,
wcuritie lending, safeguarding assets, and compliance monitoring.

Senate lull 141 would create the equivalent ol loui new funds to manage: the Lmploycc Defined
i.niril'Ulioii Account:. the I mploycr Vesting Aevonnts. the Medical Plogiant 1niul. and the Health

Rviml'Uisemc-nl Arrangement | rust.

I lie Pmplo.ee Defined Contiilnilion Accounts would likely offer employees a reasonably wide ini’ge of
investment options As a comparison, the Supplemental Benefits System ol'leis a suite of (>target oi life-
style Hinds mid S separate asset class funds for a total of | t options that participants may select Itoip.

1 Jedding on the mix of investment styles to offer, searching for and liiiing investment managers, and
evaluating and reporting on investment manage) performance would be a consideiable on-going undertaking

I*age 30f 5
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While Jroasuiy nun realize fee economics from existing investment relationships. ii is unlikely that the
contributions in lins account can be commingled with existing account:- 1'hai means that there would be a
completely new set of accounts for custodial and accounting purposes.

I hc hmployer 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.

There is likely to lie 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 lire options.
As a general rule, we would say that rnenibet.s of a defined benefit plan are not as price sensitive The new
plan will greatly increase the number of individuals who are monitoring, on-line data on a daily basis. This
will correlate directly to an increase in the amount of time we spend answering questions,

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

Fiscal note -72 transfers the existing ASI’IB budgeted funding to the new ARM board. Jliis fiscal note also
includes the ARM board's share of costs expected due to the implementation of SB 1-11.

FY06 FYO7 FYOX pvt/d mo ' FTIU
ASI'IU budgeted landing fiscal note 41444 4.144.4 41444 41444 41444 1 41444
Ineremcnia! costs from SB 14! 590.2 1 2(>6.2 266.2 260.2 266.2 | 266.2

Toiiil costs mi fiscal note <73 47346  4.410.6 4 410.6 4.410.6 4,410.6 , 4.410.6

lolal first year costs in fiscal note 23 include SI 50,0 for manager selection: S100.0 for an audit of the
bi<aid's performance consultant ( | his audit is a new requirement o|’SB14). It does not have to occur in the
lii.xt ycai. but once done we Would expect il to occur every 4 to 5 sears.): Sl 5.(1 associated with one
addiiiotial meeting & organizing and educating the new hoard mcinlx rs; and. S2(>.0 I<r computers and the
oltice setup for the new positions. These mini start-up rosts are S324.0.

<)n-gomg costs include interagency charge!'.,u tothe ARM lor the costs ol the 3 new positions totaling
*214 travel lor the additional board member (the current board has Kmembers versus the new board with
" members) a- well .0 ineieascd cue diligence ¢ the new limit managers and training tor the new stall in the
amount ol ml3.fi. S4S.7 loi the ongoing cost of phones, infonnalion technology charge backs. sujiplies and
investment subscription seiviec: lot the new slalfttlic.se include Bloomberg. Yicldbook, SAcl and Moody's
and ITadvWecb); a Saall t) urluction in ciinent cost as elections will be eliminated: S3fi.fi per yea: lot the
calculation ol the new funds' performance by a., estcntal consultant. These total on-going costs are S2(x(> 2.

Cage lol 5
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Staif Pension Custody and Management Fees #4
AlnsLa Retirement Management Board Fees #5

i ibeal note V4 transfers the budgeted funding of the State Pension Custody ami Management Fees to a new
Alaska Retirement Management Board Fees component (fise.il note h5) in (lie Department of Revenue for
tlie new ARM Board. This component includes the investment management and custody costs of the existing
delined benefit plans and u ill not be impacted in the foreseeable future by SB141. Please note that in a
defined contribution plan, invest manager fees and custodian costs are deducted from the individual accounts
dnily (through an adjustment to live per share price of the investments). These costs are not included in the

I )epartmenfs budget.

TYCfi FYO7 YOS FY09 FY 10 FYy 11

ASPIB Custody and Management | res
fise.il note 31.913.6 -31.913.6 -31.913.6 -31.913.6 -31.913.6 -31.913.6

ARM Board Custody and Management
Fees fiscal note 115 319136 31.913,6 319136 31.013.6 319136 31."136



FISCAL

SI M i; OK ALASKA
21T5 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction):

Tilie An Act 'elat.np lu the teacM-rs" and public
tmployeas' retirement systems

Sponsor Finance

Requestor

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below

NOTE

Fiscal Koto Number;
bill Version
it Publish Date.

CSSB 141 (FIN)
418105

Dc-pt Alfecled. Revenuel#d
‘RDU Taxation & Treus ay

Component State Pension Custody and
Management Fees
Component No, 2311

(Thousands of Dollars)

OPERATING EXPENDITURES FY 2006 FY 2007 FY20C8 FY 2009 FY 2010 FY 2011
Personal Servicel:
Travel
Contractual (31.913.C) (31.913.6 (31.913.0 (31,913.(5 (31 913.01 (31.9130
Supplies
Equipment
Lund > Structures
Grnris f» Claims
"'iscetlaneous

TOTAL OPERATING (31.913.6) (31.9136) (31.913 6) (31.913.6) (31,9136) (31.913 Q)
CAPITAL EXPENDITURES
[CHANGE IN REVENUES (
FUND SOURCE iTruc-.v.tls ol Dollars)
1029 PERS Rc! rument (20.632 6i (2(J6928  (2F692.hm (20.1)92.81 (70.692 6) (20.697 8l
1034 Teachers Fetrenieri: (10 700.91 11d 7609 (10.763 3: (10.71i0 9) MO.Tu0 9) (10 76091
1547 Jud. . . p (trernent (3x8.41 (328 1228..: 1328 4) (228 4] (321 4
i':4; National Guard ReV-ment 1131 0 (131 (121 0l f131 5; (131 Qi (1310
'03/ GF Me ntal health 1
Other<... .a-Tyfi D. " Llarl-/ m

TOTAL (31,912 0) (31,913 u) (31,913 C) (31.913.6) (31.913 61 (21,913 6)

Estimate of any current year (FY2005) cost:

Mark; this h o (X) if tnndmy for this tall is included in tri

POSITIONS

Pommi, mal. m 111
i i Tie,i* ury

Tt*l Eoutin p.it, CI1 - iS ® ..
Department ol R< <nj.

e Governor's FY 2D0G budget proposal

till oo 4 412, I M
41 (s
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SB 14 1creaks a new 9 mcmhci Alaska Retirement Management (AR M) Board and replaces the current S

member Alaska Sia'.e Pension Investment Board (ASPIB) staffed by tlie Treasury Division, I! also creates a
<k lined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care reimbursement trust, funds currently budgeted undci tlie ASPIB will be transferred to the

new board. \ snmmaiy of the fiscal notes follows.

Summary of Fiscal Notes t'Viifi I-YO7 t VOS 1Y(39 1Y10 FY 11
Treasury Division fiscal note M 214 5 2145 2145 2145 2145 2145
! Alaska Stale Pension Investment
Beard fi -2
| Beard fiscal note 41444 11444 41444 41444  -11444 41444
ARM Board fiscal nolo -3 47346 44106 4.410.6 44106  44](< 44106
ASPIB Cu-.todv and Mannycment
Fees fiscal note /4 _3)3/19 n -313/13.6 .313)136 -313)13 6 ] l"/l"(l -31.9J.v6

ARM Boaid Custody and

Mati.ijtenienl t ecs liseal ro tc s5
! 113/130 313/13.0 313)13.6 317;i,.6 313/13.6 31913 6

fetal M/4.7 497 4507 4R0.7 4507 4RO 7
Bail, out 1\ between the two

0 mi]Jonents -2H.fi -214.5 R U) -214.5 -214.5 -214.5
Sf23 1 total inrri nit'iiial costs fVli.2 206.2 266.2 266.2 266.2 266.2
Note |’ ("urtcnlSy 100 « el tlie Ireasury (Meaon'-. pets-mal service.suvsts uie UK hided in ttie Ireasury Dr.ision

ioni)s-neiii m,a,i jer nil '-c:.lies 1Fcso meicnii Mini resi.- are unladed ni the new ARM budgetla® m tlie prief
AVi'lB t'ad.te; as a+ 'inraeiual expense) Simply addinp tirtw»*budpeis .VnaiJ double count (his .uiiouiil

Flic P'lluw me table -Tow. the breakdown ol ineiemenlal costs Ly Uidpel category hollow iue are discussed
thea iim p*.+we Me. e made and how these totu! costs have been allocated between fiscal note ! and ).

FA 06 fyo: FYOS 1Y0<> 1YI0 V11
[*ei>. nal See.ne 2145 214.5 214.5 2145 214.5 S
m. el 23" 12.0 120 12 ti 12.0 12 »
Conti i.ltis! N~ %>, 39.2 0y 392 2
CLTAL S 15 S 5 < 5 5
NR141 Total im rim m tal insis 5'n.2 2tit*.2 266.2 266.2 266.2 266.2
yAiiuipti'jiy

litifov. ii- an; tiie as-alilplioits used in atto my at the estimate ol tin uieiemeiilal costs of SB 14 1

I\ new define.l ;i'lile plan will haw a Miudal numliei and pc of options as the eiiiunl Suppleim .
Itiia’tits Sy-.lem All op!n»iis would be available on day one ol the n.w plan A p'an stmilat |.« will
ic.ult i. il e ' lie ol uppiovim.itcly <mamtiters and the establishment ofove; a.idun-n.il .dckccpmij:

kei-uiits at tit's., t.".hal b'..nl andi. s dialed accountire leeo;ds.

1letc i- j need to add 1 additional prole a I and | add.!.oral technical stjlt to include a state
liol'staieiit <'fluef Il an An "inti.uil 1I'd arid an A .eei.nlmy Is.IUiieiiiil 11l Ilie total i ost n\ hided ill ll.c
fe».d uoks pc; \ext oftlicse stall e 5214

Imwemdiii.it U r one cum b. ..id nk-ilim; in the til tyea; f* the new board V oipam/c and twelve Markup
nautili-" as wvll as (m,dine lo tvliccl | additional h.snd member ii &;i line tcurrent tmdyes includes N c\i»tiny

t'jend'cis)

J'iec . ot 5
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41 li.c costs of computers. office equipment and office space reconfiguration is included in year one for ilk-
new stall In all years funding is included for training, investment software subscriptions (Bloomberg,
Yicldbool.. S.hil' and Moody's rating sendees) and miscellaneous supplies for new stuff.

5 In year one. tin. cost lot the external consultant to assist the board in selecting 6 new manageis. The
current contract cost lor manager searches is S30.fl pci search.

tv Jlk costs of an external consultant to calculate performance of the funds quarterly, t osts are expected to
be S30.P year based on the current contract.

7. In 1 Y20(if> SIPO.G to cover the costs of an independent audit review o f tin* performance consultant. It is j
requirement tn SBM i that tins contractor be audited. We expect that audit to occur even 4 to 5 years after

tire initial audit review

liiefc is a 54(Ui reduction in cunvnt costs associated with the election of members as the new board will

Ik appointed by the governor.
Treasury Division fiscal note Ill

lhe licuvuiy T'ivn.ioiTs fiscal note includes 5214.5 each year for personal services, There ate economies of
scale in managing investments llow cw . tlicnew funds created in Senate Bill M| would require
considerable additional responsibilities. If the numk-; of options paralleled the existing SBS Plan, that
eeuil translate to I' new manager account.-.. 34 new custodial accounts' and 4 new cts of monthly financial
i.iten eiil.s with annual audit rcquiieiijciits Hie Department ol Kevcime currently manages a large number ol
tiimis with a limited investment and bach office staff In order to prudently meet the prospective demands ol
Senate Bill 141. Tren-uiy would need to hue an additional investment stall and 2 middle bad: office staff.

Background

Prudent ar.d productive management of investmentlis a tc-ouive intensive process. Managing a modem
pi'll folio i»a bioad re .>merisibility \chie h require-. significant i xpcpisc .mi high attention to data |

| iliiem :n.....cc:ici;i lespi.asibilitics include designing m.vstme:;', policy guideline-, di .doping ... =
s' al WCa : e . coiviiicliiiL' in.cstinci t maiiagci seatchcs. pc;loruiing. mvestnnmt m.iia gc: uuc Jiltg.n.c.

v. c<'tiatn  a: <iconri.ieting wit', piospcclixc managers, u.anaging iavestmcnt manager tcintioliship .

j ci foiining periodic portfolio rebalancing, monitoring and evaluating invesimeiit pcilorn,mcc. pfc-ciiiing

,uid Colon line wah over: igiit orgnni/ulions, and followmg developments in investment icscaieli and atialy la.

tool-

In addition, investment management requires a -igmlicant interface with hack and middle oilitc function-'
v 'tilling fund ikCo jilting and audit, managing eusti'ily and brokerage tel.ilioiisInps. easii management
ei unties leading e.iligunniing assets and compliance Monitoring

'..n:-cBid il wo.dd ctcak tfc equiv.de;.' ®{tour new la .Is to manage the | mployuT V fined
1 nite "ev.uc-.. ihc linploya \ eUiag Vnaut. the Medical Plogiuu. limd, iind the Hudlt;

Pc.mbi.i .c:n iit \r. .npcn.crit Iru-t

id ( muniibuinii Aiso.mi;. would Maly offer emplo. cos a reasonably wide range of
eLvc.t'ucnl options ,Y aciinparpor. titc Supplement::! Bern tils Sy Mvin ollci- a suite of (<target « t life
sty le fund- and, :» scpalate a *mi class funds for a total of |t options that pailicr;.int.- may select tioin

In. iding. on 12 mix ol mvc"-ment sve*- to olfvi, sv-.ucliiijg for and I'mlie inv estiacill manageis, aial

«w. i-jniaig and tepi<;ting on invisiine tmar.aga peiteii anee would I> a touMduablc on-going undertaking

¢ lu 4iyce |>c:
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Wink- Ttousury may realize fee economic* from existing investment tclaliunships. it is unlikely ihai the
contributions in this account can he commingled with cnistitiu accounts. That means that there would he a

completely new set of aeeoimis foi custodial and accounting purposes.

I he Itmphyvci Vesting Accounts, tile Medical Program fund. and the Health Reimbursement Arrangement
I rtist 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
accoiinime record:; including monthly linancial reporting and audits.

I here i\ likely to he an additional consequence of the change to a defined contribution plan. Currently there
is a population of participants in S13S and Deferred Compensation that monitor their accounts daily. They
often have questions whenever there aie apparent anomalies in tlie change in the daily prices o! the options.
As ti ecnetal rule, we would say that members of a delined benefit plan are not as price sensitive The new
plan uill greatly increase the number of individuals, who are monitoring on-line data >n a daily basis. This
v. ill correlate directly to an increase in the amount of lime we spend answering questions.

Mnska State Tension Investment Hoard fiscal note #2
Alaska Retirement Management Hoard fiscal note

transfers tlie existing ASPIH budgeted funding to the new ARM board. Inis fiscal note also

fiscal note
includes the ARM hoard's share of costs expected due to the implementation of SH141.
rvtié rvo7 rvoft FYQ09 TV fvJl
sSTMI hudceied hunliiig foe,;. »j..te -.144 4 4.144 4 4.t44.4 4144 4 4.1444 4144 4
IncrenieM.d costs front SHI-tl 5V6 2 Ji«.2 266.2 266 2 <2 266 2
loial r*t» on fissat note a* tf, 54ton 4.410.6 4.41(10 4.410.6 4.410U
J Lil li’s .i. : eo-0 in 11se note include SiSno for manager selection; ~1M>0 fur an audit of the

| . .cat, Imt ot.se done we would expect it to oceui every ° to 5 years,); Sly.o n.-soeiated with one
additional meeting foi organizing ..ml cdue.iiing lie: new hoard members: ami. S2'>0 lot coivipuiers and the

<Hue setup tin the new positions. | hcsO total sl.iihilp costs ate So24.li

*fog. .ti ;il....,a mterugeiisv chargthi.t.k ts' the ARM b>; the costs «i ths 0 new po: tiott- totaling
me2l- ti.e.el :m tlie .U. litioiial ho.utl member ttlic cuitent board has v trettibets versus the new hoard with
* n.eii ;@ T a iiivieased due dthgetn.e <) the new kind managers a;id Ir.iming lot tire new stall u ti e
jut ol ?1 vt:, 54v" tot the ongoing cost ol photics. information technology charge backl, sapph .md
oe.c itneiil suh'. iiption .mice , tor the new Matl (these include Bloomberg. Yicldhook. VST and Moods A
reduction iii ciinenl o <+ as elections will he cltmmated; i00.0 pet vest lot the

.,u) liviewchi:av liio
lhese total un-going costs aie >2002

c,1 iilatisUi & the new funds’ performance I3\ at: external consultant
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Stale Pension Custody and Management Fees #4
Alaska IT (iremcnt Management Hoard Fees tiS

IV;eul note "4 tianslers the budgeted funding of the Stale Pension Custody and Management Fees 1¢ a hew
Alaska Retirement Management Board Fees component (fiscal note ?/5) in tlie Department of Revenue for
ilie new ARM Board. This component includes the investment management and custody costs of Hie existing
defined benefit plans and will not be impacted in the foreseeable future by SBMI. Please note that in a
defined contribution plan, invest manager fees am! custodian Costs are deducted from the individual accounts
daily (through an adjustment to the per share price ofllie investments). These costs are not included in the

Department's budget

I'YOti IYO7 FY(»8 FY09 FYJU FY 11
ASPIH Cu-ind;. and Management | ces
li*is| note ' -31.9136 -31913ti -31.913 6 -319136 3IM3.6 -31.9136
ARM Hoard Custody and Management
Ices liscal note W6 31'M3.6  3lV13ti 319)31) 319)36 319136 319136

Pace 5nt



S'LVIT ()]» ALASKA
2005 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction):

Tiilo An Act relating lo the teachers' and public
employees' retirement systems

Sponsor Finance
Requester

Expenditures/Revenues

FISCAL

NOTE

Fiscal Note Number:
Bill Version CSSB 141 (FIN)
t) Publish Dale: 4/8/05

Depl Affected: Revenue f/5

irdu Taxation & Treasury

Component ARM Custody and
Management Fees

Component No.

(Thousands of Dollars)

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

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

[CAPITAL EXPENDITURES

(CHANGE IN REVENUES ( ) |

FUND SOURCE

TOO.0 PERS Retirement

1034 Teachers Retirement

1043 Judicial Retirement

1045 National Guard Retirement
1037 GF/Mental Health

FY 2008 FY 2000 FY 2010 FY 2011

31,913.0  31.913.0  31.913.6  31.913.6

31.913.0  31.913.6  31.913.6  31.913.6

(Thousands of Dollars)

20,6928  20.692.8  20092.8  20.602.8
19,760 9 10,760.9  10,760.9 10.760 9

326 4 328.4 328.4

1315 17.1.5 1315
I

Other (Specify Tii'i—Du nut it tife.irilei

TOTAL 31,913.6

Estimate of any current year (FY20C5) cost:
[/ark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal

POSITIONS

Fii||-tirne

Part-time

Temporary

..ired by  Petty Martin. Crrunlio.lo;

ELvision

Treasury

Approved ry  Ten Benin. Deputy Comm. t.lruier

A'jemty

Department of Revenue

esificr.i

31,913.0 31.913.6  31.913.6

0.0

31,613.C  31.5136

nl'eiie mlOt.--2i5tT>
Date luue -VAOb 3:28 |- 1

P.iti ¢'5.7005

Pare 1o0of5
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SB 14) creales a new s member Alaska Retirement Management (AR M) Board and replaces the current S

member Alaska Stale Pension Investment Board (ASPIB) .staffed by tlie Treasury Division. It also creates a
deJined contribution plan with employee and employer contributions, a separate defined benefit health fund
and a health care icinibursemcnt trust, funds currently budgeted under the ASIMD will be transferred to the

new board. A summary of the fiscal notes follows.

Suinmary id fiscal Notes
7 reusury Die ision fiscal note /1
Alaska Stale f'ensinn investment
Board fiscal mite 12
ARM Board fiscal note #3
ASPIB Custody and Management

Fees fiscal note >4

ARM Boaid Custody and
Management loes fiscal note f/5

total

Buck oui 'A between tlie two
components 1
I sB241 N.tul incieiiii‘iitiil costs

FYOfi

214.5

-4,144 .4
4.734.fi

-31.ni3.fi

31A13.fi
X04.7

-214.5
590,2

Y07

214.5

-4.144.4
4.4 Ufi

-1 IA13.fi

31.913.6
4X0.7

-214.5
2f.fi.2

fYOR

214.5

-4.144.4
4.410.fi

-31A13.fi

31A13.fi
4X0.7

-214.5
2fio.2

FYO09

214 5

-4.144.4
4.410.6

-31A13.fi

31AI13.fi
4X0.7

-214.5
2Ai(>.2

j

FY 10

214,5

-4.144.4
4,4 10.fi

-31AI13.fi

31.913.fi
4X0.7

-214.5
2(>6.2 1

Noir | <uiremly 100% of die treasury Dn isson's personal sen tees co.Is are included in the Treasury | »\
Mi'iip'Hient under personal scmces. These inctcmewnl coMs jie included in the new .ARM budget las in the prior
ASPIB budget as 1 conlra.iu.il espense) Simply adding tlie two budgets would double count :1ns nnnum

'yl 1

214.5

-4.144.4
4.410.fi

-31A13.fi

31A13.fi
480.7

-214.5
2<tfi.2 i

the follow ing 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,

Personal Sen ices

travel

( oitr.utu,d

Supplies

MJl41 Total incieliii'lltul Mists

Assumptions;

1Ydfi
2145
25
VoL
145
51i(i,2

FY<J7
214 s
12.0
59 2
5
2nfi.2

FYOS
214°5
120
7y 2
5
2tifi.2

I"i(19
314.5
12.0
30.2
5
2(>ti.2

FYIO
214.5

)

39.2

2ifi.2

following are the assumptions used in arm mg at the estimate ol the inciemontal eo .ts o' SUM 1.

1vil
214°5
12.0
30.2
<

2

1 A new defined eonlinbuiiou plan will lane a similar number and type of options a- the cuiienl Supplement
BenctUs System. .Ml options would be available oil day one ol the new plan A plan :innlar to SiiS will

tut w: the lute -« nppio\in;alcl\ " manageis and the establi. liment of o'.ct 4 addmotia! Mil'ei.c-ptlip
accounts at the custodial bank and assnci.. d accounting tecotds

2. | liete is « need to add 2 additional prolcvsion, ' and i additional technical dull to melIn.|
liocslineill Ollicci II. an Accountant 1Y ami ;.u Acv muling |echlttctaii 111

fiscal notes per year ol these stall is 1>214 5.

1 State

| 'k lota! cos', ucfudctl m the

S funding for one 1 stra board meeting tn the first yeat I'm the new boaid a oiyanir.e and icveise .start up
naming as well as funding to idled 1ladditional boaid member tr.i cling leutteiit budget include- Scm ting

iiRtiiliei".)
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SB Ml

4. Hie costs ol'computers, office equipment and office space leconiiguration is included in year one for the
new staff. In all years funding is included for training, inve.stn.cnl software subscriptions (Bloomberg.
Yieldbuok, SiYI’ and Moody’s ruling services) and miscellanejus supplies lor new- stall.

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

i\ 1he costs ofan external consultant to calculate performance of the funds quarterly. Costs are expected to
be So0.Oyear based oil the current contract.

7. In Pi L'unO SI1 Od.O to cover the costs of an independent audi. ievicw of the performance consultant It is <
requirement in SBI41 that this contractor be audited. We expect that audit to occur every 4 to 5 years after

the initial audit-review.

X lhere isa reduction in current costs associated with the election of members as the new board u ill

be appointed by the governor.

| rtasni v Division fiscal note#!

I he fieasury |>i\r. ion's fiscal note includes 22M 5 each year for personal services |here are economies of
scale m managing investments However, the new funds eient.'d by Senate B-. 141 would icquire

e< nsider.title additional icspoiiMbilitic.. If the number ol optn us paralleled the existing SBS Plan. that
would translate 1" 15 new manage) accounts. 74 new custodial accounts and 4 new sets of monthly financial
»In:cinc))l;. with annual audit iequipments. Ihc Department o| Revenue currently manages a large number of
funds with a limited investment and bad. utllce stall. In order to prudently meet the prospective demands ol
Senate Bill M 1. licnMiry would nud to hire an additional inve.-tment stall’ami 2 miilJlclrad; idtiee staff.

B.tcl.eloiind

I'mdctil and p.oduclive management of investment-. is a p.-oaue mtensixe pmcc.-.s. Managing a modem
| i<:H 4io is n broad responsibility which requite, sigmiicaiit cxnertiw ami high a'tentt"!) to detail.

lic.s .line;,i mam.Lvnienl responsibilities include designing investment policy guidelines. developing c,i tom
asset iilli'Ciiicemus. conducting investment manage; .searches, pciPrmnig investment manager due diligence,
ncctijting and contracting with piospcetive managers, manag ng investment manager relation .hips,
petforming periodic porrfolio reb.il.Dicing, inouitoiing and evaluating investmenl perlonnance. presenting
and consulting with oversight oigani/alioiis. and follow mg developments in investmenl research and analytic

tool;

In addition, investment management icqutre a significant interlace with hack and middle olluc functions
meluding hind accounting .uni audit, managing custody ami bn kerage lel.iliotlships. cash man igement
-cei:itii' lending, safeguarding assets, a: d comidiai.ec 'uonitoiitig

Senate Bill 141 would create |l e equivalent ol lout i.ew hinds to manage the | mployec Dell: ei!
C\«nl. .buhon Accounts, the bmplovct Vesting AcMuiiiH, the M <lic;;l I'logram | uml. and the Health

Kcrniluiisenient Anangeinenl | rust

liie .Lmpiovce | lelined ('oiilribuiion Accounts Would hkeiy offer employee;; a icasonahly widc range of

no estinenl options. As a eoiiipan.son. the Supplemental Benefits System oilers a suite of < lai get or lile-
tylc liimls and Sseji.uate a.mi class lairds lot atot..| ol | * option., that participants may .-.elect In m.

)>e L.mg . iti].e mix ol uwe.tment style- to ollet. searching foi ami luring investment manageis .md
"’limiting and n polling on investmenl manager pi ilotmaiHC would be a considerable ¢sn-i oiim nndeiiakmg
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FN #7

While Treasury may realize fee economies from existing investment relationships, il is unlikely that the
contributions in this account can be commingled with existing accounts. Thai means that there would be a
completely new set of accounts lor custodial and accounting purposes.

I'lie hmployer Vesting Accounts, the Medical Program fund, and the Health Reimbursement Arrangement
I nisi would all likely call for separate custom asset allocations. Ail three would individually require
evaluation, reporting, ami periodic portfolio rebalancing. They would also require separate custodial and
accounting records including monthly financial reporting and audits.

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

Alaska State Pension Investment Board fiscal note U2
Alaska Retirement Management Board fiscal note #3

fiscal note ;f2 tiam.I'ers the existing ASPIB budgeted funding to the new ARM hoard. This fiscal note also
includes the ARM board's share of costs expected due to the implement'd ion of SB 141.

Fvdfi FVU7 rvos IA'(»9 FT 10 FVI1
*V-I'JB budgeted funding fiscal note 4.144.4 4.144 4 4.144.4 4.144.4 4.144.4 4.144 4
I Ircieinenlal cost-, tioin SBi-il juo.2 20<>2 206.2 206.2 2u6.2 200.2

1 lolal costs an fiscal note 23 4.734,0 4.4 11A" 4.410.0 4.410.0 4.410.0 4.410.0

lutal tiro vear costs m fiscal note d? include SI MM> lor inunngu selection; S100.0 for an audit of the
board- ; pesfnrmance consultant (Tins audit is a new requirement of SB 14 |. It does not have to occur in the
first year, but once done we would expect it to occur every -1to 5 years.;: S| 5.0 associated with one
additional meeting lor organizing and educating the new board members; and, S20.0 for computers and the

olliec setup lor the new positions. Htese total start-up costs aie S324.0.

On-going costs include interagency cbaigehacl; to the ARM for the costs of the 3 new positions totaling
8214.5; travel tor the additional board member (the current board has 8 member:; versus the new board with
d iilembetsl as well as increased due diligeiue n! the new linid managers and training tor the new stall in the
amount ol S11c, $48 " tor the ongoing cost ol phones, mlormatn >ntechnology charge hacks, supplies and
iiwsImeill subscription services Ibr tlie new staff (llie’'se include Illooinbeig, Vieldbook, SAiPand Moody s
.ml li.ideweb). aS Hl d reduction in eiiiicui cost elecliiins will be eliminated: S30.B pet year foi the
nictitation of the new funds’ performance by an external consultant. These total on-going costs are S2(>b.2.

Page 1ol 5
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Slate Pension Custody and Management Tees #4
Alaska Retirement Management Board Fees #5

Fiscal note ml transfers the budgeted funding of the State Pension Custody and Management Fees to a new
Alaska Retirement Management Board Fees component (fiscal note #5) in the Department of Revenue for
the new ARM Board. This component includes the investment management and custody costs of the existing
defined benefit plans and will not be impacted in the foreseeable future by SB14l. Please i-ote 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

Department's budget.

FY06 FYO7 FYO8 FY09 FY10 FY11
ASPIB Custody and Management Fees
fiscal note «4 319136 -31.1>136 -31.9136 -319)3.6 -319136 -319136
ARM Board Custody and Management
Fees fiscal note if5 319136 319136 319136 319136 319136 31.913.6
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 8

2005 LEGISLATIVE SESSION Bill Version: CSSB 141 (FIN)
(S) Publish Date: 471112005

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

Title "An Act relating to to the teachers’ >DU

and public employees' retirement systems..," "Component Retirement & Benefits

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No.

Expo; ditures/Revenues (Thousands of Dol'ars)

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

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

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
FUND CAPITALIZATION 69,531.8 |
CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 69.531.8
1005 GF/Progiam 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: 00
Check this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal: |

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This fiscal note appropriates SS9.531.800 from the general fund to the PERS and TRS trust funds:

Public Employees' Retirement System (Fund Code 1029): $67,158.3
Teacher' Retirement System (Fund Code 1034). S2.373.5

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

districts is handled in HD 1

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

Phone 465-6600
Date/Time 3/17/05 8:24 AM

Dale 3/17/2005

Prepared by Senate Finance Committee
Division

Approved by
Agency

VWOWoni Page 1of 8



Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Composito Employer Contribution Rato - Active Employers
ESTIMATED FY 06 -07-08 +09 -Change In Employer Contribution
(Based on 2004 Valuation: June 30,2003 Financials)

(in Dollars)

FISCAL NOTE «8

Fund

Fiscal Year 200G

ER AVE TOTAL
Num Employer Increase Contrib.
TOTAL BOTH PERS AND TRS 108,042,636  386,448.932

Fiscal Year 2007

Fiscal Year 2008

CSSB 141 (FIN)

Fiscal Year 2009

TOTAL PERS AND TRS FOR STATEAPOUTICAL SUBDIVISIQNS, AND SCHOOL DISTRICTS

APQLITICAL SUBDIVISIONS 18,426,926]  55.913.660
SCHOOL DISTRICTS 38,510.745 151,099,097
STATE OF ALASKA 39,966,574 142,083,708
UNIVERSITY 7.769,429 26,326,893

104,673,675 375,423,359

TOTAL PERS AND TRS FOR ALL OTHERS
ALASKA HOUSING FINANCE CORPORATION 798.115 2,576,315
ALASKA MUNICIPAL LEAGUE 16,035 129,848
ALEUTIAN HOUSING AUTHORITY 26,172 100.292
ALEUTIANS WEST CRSA ~ 2,817 12.148
ANCHORAGE PARKING AUTHORITY 52,900 150.024
BARANOF ISLAND HA 23,645 72,875
BARTLETT REGIONAL HOSPITAL, 690,282 2.872.049
BERING STRAITS CRSA 3,546 23.248
BERING STRAITS RHA 55,837 213,298
BRISTOL BAY RHA 57,502 203,311
COOK INLET HOUSING AUTHORITY ) 34,066 4660183
COPPER RIVER BASIN RHA 27,798 90.900
CORDOVA COMMUNITY MEDICAL CENTER 131.150 397,121
ILISAGVIK COLLEGE 206,157 638,263
INTERIOR RHA 52.437 184,474
INTER-ISLAND FERRY AUTHORITY 6.605 20,582
NOME JOINT UTILITY SYSTEM 50.792 101,584
NORT H PACIFIC FISHERY MGMT COUNCIL 57.725 208.271
NORTH PACIFIC RIM HA 48.977 162.408
NORTHWEST INUPIAT HOUSING AUTHORITY 28,131 86.757
PETERSBURG MEDICAL CENTER 149,103 328.027
SAXMAN SEAPORT 1,990 7,639
ITKA COMMUNITY HOSPITAL 225,166 763.762
SOUTHEAST REGIONAL RESOURCE CENTER 136,869 475,538
SPECIAL EDUCATION SERVICE AGENCY 84,283 326.902
TLINGIT-HAIDA RHA 100,793 413.654
3.368.9C0 11,025,574

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

AVE TOTAL

Increase Contrib.
111,686,411 510,881,144
19,117,936 77,128,359
39,581,491 194,745,319
41.460.806 188,853,693
8,032.460 35,227,657
108,192,693 495,955,028
828,044 3.5004971
16.636 151,354
27.154 131 207
2.923" 15 527
54,884 210533
24,532 100 140
923,667 3.903 418
3,679 27,799
57,931 279 228
<721 270 656
139.094 622 862
28.841 123, 150
136.068 548 081
213,888 ‘876,086
54,403 245,795
6.857 28,206
52,697 158,090
59.889 275,971
50,814 219 313
29.186 119 197
154.695 495 023
2.070 9,996
233.G10 1.026,013
141,276 631,599
86,590 422, 165
104,573 533,739
3,493,717 14,920, 116

AVE
Increase

115,684,006

19,834.859
40,890,935
43,013,516
8,320,689
112,659,999

859,06
17.260
28,172

3.033
56,942
25,452
958,305
3,817
60,104
61,961

144.310
29,922

141,170

221.909
56.444

7,110
54,673
62,135
52,719
30,281

160,496

2.148

242.370

146,241
89.445

108,494

3,624,007

TOTAL
Contrib.

644,731,842

99.855,531
242.029,923
238,938,458

44,801,844
625,625,756

4,491,353
174,289
164,300
19,142
275,370
129,347
5,008.100
32,658
349,603
342.766
790,529
157,690
709,804
1.130,848
311.456
36,374
218,692
348,455
280,256
153,947
674,082

12,518

1,306,859
799.794
525,405
662.246

19,106,086

AVE
Increase

48,407,834

3,996,494
31,260,039
8,939,278
3,386,468
47,582,278

173,098
3,478
5,676
611
11,473
5,128

193,087

TOTAL
Contrib.

716,695,197

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

49,826,975
696,031,118

4.837.817
184.494
176,318
20,492
297472
139.468
5,394,500
34.688
375,415
368,481
850,120
169,806
765,647
JL219.211
334,851
39,211
238,149
374,425
301,697
165,991
732,439
13,434
1,406,138
901.629
612,514
709.671

20.664.079

20f8



FISCAL NOTE H8 CSSB 141(FIN)

Public Employeos’ Rctiromont System (PF.RS)& Teachers' Retirement System (TRS)
Composite Employer Contribution Ralr Active Employers |

ESTIMATED FY 06 +07 - OB - 09 - Char ga in Employer Contribution (in Dollars)
(Based on 2004 Valuation; Juno 30, 2J03 Financials)

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

ER AVE TOTAL AVE TOTAL AVE TOTAL AVE TOTAL
Fund Num Employer Increase Contrib. Increase Contrib. Increase Contrib. Increase Contrib.
PERS 208 AKUTAN,CITY OF 14,932 42,079 15,492 59,149 16,073 77,440 3,239 83.668
PERS 230 ALEUTIANS EAST BOROUGH 50 537 200,431 52,432 260,379 54,399 324,542 10,961 348.030
PERS 259 ALLAKAKET.CITYOF 2 564 5 127 2.660 7,979 2,759 11,038 556 12,020
PERS 173 ANCHORAGE. MUNICIPALITY OF 6,615 843 18,061 ,251 6,863,937  1(5,602,485 7,121,335 33.683,913 1,434,066 36,418,979
PERS 283 ANDERSON.CITY OF 2009 2009 2.084 4,168" 2,162 6,486 436 7,172
PERS 289 ANGOON, CITY OF 15955 49,206 16,553 67,604 17,174 87,314 3,460 94.144
PERS 243 atka;CITY OF 3708 14 832 3,847 19,235 3,991 23,948 804 25.677
PERS 171 BARROW. CITY OF 53772 192 072 55,788 255,063 57,080 322,507 11,662 346.618
PERS 136 BETHEL. CITY OF 235 324 644,.787" 244,148 913,115 253,304 1,200,661 51.038 1.298,044
PERS 144 BRISTOL BAY BOROUGH 70 944 184 313 73,605 264.830 76,365 351.126 “15.387 380.066
PERS 148 CORDOVA, CITY OF 98 482 290 917 102,175 404.002 106,007 525,159 21,359 566.789
PERS 186 CRAIG. CITY OF 94 430 383903 97,979 496,362 101,653 616,628 20,482 660,912
PERS 282 DELTA JUNCTION, CITY OF 3419 13 059 3,547 17,095 3,600 21,416 741 22.984
PERS 258 DENALIBOROUGH _ 29,484 200,493 30,590" 238.601 31,737 279,286 6,395 296,461
PERS 178 DILLINGHAM, CITY OF' 122,152 395 285 126,733 536,841 131,485 ' “688,458 26,493 741,525
PERS 271 LGEGIK, CITY OF 5075 14007 5,265 19,798 5.4G3 26,003 1,101 28,108
PERS 242 ELIM.CITY Of 9077 25 980 9,418 36,372 9,771 47,507 1,969 51,310
PERS 116 FAIRBANKS NORTH STAR BOROUGH 867 894 2,765 110 900.440 3,769,241 934,206 4.844.794 188,232 5,220,035
PERS 129 FAIRBANKS. CITY OF 305 784 1,875 679 317,251 2,263.268 329,148 2.677,288 66,319 2,846,951
PERS 183 FORT YUKON, CITY OF 15 338 30 677 15,914 47,741 16,510 66.041 3,321 71,917
PERS 192 GALENA. CITY OF 68486 136972 71,054 213,162 73,719 294,875 14,853 321.110
PERS 189 HAINES BOROUGH 105 665" | 468 518 109,627 595,715 113.738 ~731.793 22,917 782.957
PERS 215 HOMER, CITY OF 245 743 635 001 254,959 913,772 264,520 1.212.559 53,298 1.312,G61
PERS 199 HOONAH. CITY OF 33,095 104 248 34,336 142,493 35,623 183.460 7,178 197.719
rERS 285 HOOPER BAY, CITY OF 30 735 94 788 31,888 130,230 33,084 168.198 6,666 ' 181.356
PERS 235 HUSLIA CITY OF 4785 17 486 4,965 23,106 5,151 29.124 1,038 31.286
PERS 126 JUNEAU.CHY AND BOROUGH OF 1.351 743 4,385 054 1.402.433 5,951,927 1.455.025 7.630.149 293.171 8,217,014
PERS 260 KACHEMAK. CITY OF 3068 15 569 '5.183 19,336 3,303 23,364 665 24.932
PERS 277 KAKE, CITY OF 15 138 51,438 15.705 69.072 16,294 87,956 3,283 94.634
PERS 237 KALTAG, CITY OF 1479 5.471 1.535 7,211 1,593 9,074 321 9,745
PERS 180 KENAIPENINSULA BOROUGH 625 5C9 2.228 218 649,028 2,960.866 673,367 3,745,265 135,676 4.025.508
PERS 115 KENAI, CITY OF 278 462 761,316 288,905 1,078.770 299.739 1,418,962 60,394 1.534.128
PERS 122 KETCHIKAN GATEWAY BOROUGH 706 307 639, 140 214,044 877,152 222.070 1,132,115 44.745 1.220,560
PERS 181 'ketchikan.city of 415,937 2.073 029 431.534 2,582,302 447717 3,126,056 90.210 3.337.7G2
PERS 151 'king cove,ciiyof 53 681 157 071 55.694 218,656 57,783 204.638 11.643 307.260
PERS 227 KLAWOCK. CITY OF 42 542 95,210 44,138 142.918 45,793 194,070 9,227 210.780
PERS 174 'KODIAK ISLAND BOROUGH 113,667 227,334 117,929 353.788 122,352 489.407 24,652 532.050
PLRS 128 'KODIAK. CITY OF 293 700 952, 175 304,714 1.292.5% 316,140 1.657.208 63.699 1,784,875
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PiiblicEmployoos; Retirement System (PERS) & Teachers' Retirement SystemjTgg)
Composite Employer Contribution Rate - Active Employers |

ESTIMATED FY 06 -07 -08 - 09 - Change In Employor Contribution (In Dollars)
(Based on 2004 Valuation: Juno 30,2003 Financials)

Fiscal Yoar 200G

TOTAL
Employer Increase Contrib,

PERS 140 KOTZEBUE. CITY OF

PERS 287 KOYUK, CITY OF

PERS 247 LAKE AND PENINSULA BOROUGH
PERS 109 MATANUSKA-SUSITNA BOROUGH
PERS 193 NENANA, CITY OF

PERS 139 NOME. CITY OF

PERS 241 NOORVIK,CITY OF

PERS 191 NORTH POLE. CITY OF __
PERS_ 145 NORTHSLOPE BOROUGH
PERS 220 NORTHWEST ARCTIC BOROUGH
PERS 134 PALMER. CITY OF

PERS 200 PELICAN. CITY OF

PERS "143 PETERSBURG.CITY OF

PERS {7266 QUINHAGAK. CITY OF

PERS™ 216 RUBY. CITY OFr

PERS 256" SAINT GEORGE. CITY OF

PERS 214 SAINT MARY'S, CITY OF

PERS 172 SAINT PAUL. CITY OF

PERS 176_ SAND POINT. CITY OF

PERS 198 SAXMAN.CITY OF

PERS i 222 SELAWICK. CITY OF

PERS T286 SELDOVIA, CITY OF

PERS 182 SEWARD. CITY OF

PERS | 120 SITKA. CITY AND BOROUGH OF
PERS 132 SKAGWAY. CITY OF

PERS 123 SOLDOTNA. CITY OF

PERS 169 TANANA, CITY OF

PERS 206 THORNE BAY.CITY OF

PERS 280 TOKSOOK BAY.CITY OF

PERS 249 UNALAKLEET, CITY OF

PERS 179 UNALASKA. CITY OF

PERS 107 VALDEZ. CITY OF

PERS : 131 WASIILA CITY OF

PERS 202 WHITTIER. CITY OF

PERS 135 WRANGELL. CITY OF
PERS 248 YAKUTAT. CITY AND BOROUGH OF
Subtotal: Political Subs PERS

PERS 152 IALASKA HOUSING FINANCE CORPORATION

Information piovidod by Division of Retirement and Benefits
Compiled by Senate Finance Committee

Fiscal Year 2007

AVE TOTAL

Increase Contrib,
168.871
1,155
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FISCAL NOTE tt 8 CSSB 141 (FIN)

Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Composite Employer Contribution Rato - Actlvo Employers~|
ESTIMATED FY 06 -07 -08 - 09 » Change In Employer Contribution
(Based on 2004 Valuation; June 30, 2003 Financials)

(in Dollars)

Fiscal Year 2009

Fiscal Year 2007

Fiscal Year 2006 Fiscal P(ear2008

ER AVE TOTAL AVE TOTAL AVE TOTAL AVE TOTAL

Fund Num Employer Increase Contrib. Increase Contrib. Increase Contrib. Increase Contrib.
PERS J06 ALASKA MUNICIPAL LEAGUE 16,035 129,848 16,636 151,354 17,260 174,289 3,478 184,494
PERS 267 ALEUTIAN HOUSING AUTHORITY 26,172 100,292 27.154 131,207 172 164.300 5.67G 176,318
PERS~ 245 ALEUTIANS WEST CRSA 2,817 12,148 2,923 15,527 3.033 19,142 611 20,492
PERS 203 ANCHORAGE PARKING AUTHORITY 52,900 150,024 54.884 210,533 56,942 275.370 11,473 297,472
PERS 281 BARANOF ISLAND HA 23,645 72,875 24,532 100,140 25,452" 129,347 5,128 139,468
PERS 219 BARTLETT REGIONAL HOSPITAL 890,282 2.872,049 923,667 3,903,418 958,305 5,008,100 193,087 5,394,500
PERS 232 BERING STRAITS CRSA 3,546 23,248 3.679 217,799 3.817 32,658 769 34.688
PERS 270 BERING STRAITS RHA 55,837 213,298 57,931 279,228 60,104 349,803 12,110 375,415
PERS 223 BRISTOL BAY RHA 57,562 203,311 59,721 270,656 61,961 342,766 12,484 368.481
PERS J262 COOK INLETHOUSING AUTHORITY 134,066 466,283" 139,094 622.862 144,310 790.529 29,077 850,120
PERS 224 COPPER RIVER BASIN RHA " 27,7198 90,900 28,84 1 123,150 29,922 157,690 6,029 169,806
PERS" 163 CORDOVA COMMUNITY MEDICAL CENTER 131,150 397,121 136"068 548,081 141,170 709,804 28,444 765.647
PERS 275 IUSAGVIK COLLEGE 206.157 638,263 213,888 876,086 221.909 1.130.848 44,712 1.219,211
PERS 263 INTERIOR RHA 52,437 184,474 54,403 245,795 56,444 311,456 11.373 334.851
PERS 284 INTER-ISLAND FERRY AUTHORITY 6.605 20,582 6,853 28,206 7,110 36,374 1,433 39,211
PERS 175 NOME JOINJ UTILITY SYSTEM 50,792 101.584 52,697 158,090 54,673 218,692 11,016 238,149
PERS 170 NORTH PACIFIC FISHERY MGMT COUNCIL 57,7125 208,271 59,889 275,971 62,135 348.455 12.520 374,425
PERS 276 NORTH PACIFIC RIM HA 48.977 162,408 50,814 219,313 52,719 280,256 10,622 301,697
PERS 288 NORTHWEST INUPIAT HOUSING AUTHORITY 28,131 86.757 29,186 119,197 30,281 153,947 6,101 165,991
PERS 187 PETERSBURG MEDICAL CENTER 149.103 328,027 154,695 495,023 160,496 674,082 32,338 732,439
PERS 278 SAXMAN SEAPORT 1.996 7,639 2.070 9,996 2,148 12,518 433 13,434
PERS 165 SITKA COMMUNITY HOSPITAL 225,166 763.762 _233,610 1,026,013 242.310" 1,306,859 48,835 1,406,138
PERS 279 TLINGIT-HAIDA RHA _ 100,793 413,654 104,573 533,739 " 108.494 662,248 21,860 709,671
PERS 167 SOUTHEAST REGIONAL RESOURCE CENTER 86,812 265,298 90.068 365,315 93,445 472,459 18,828 509,525
PERS 218 SPECIAL EDUCATION SERVICE AGENCY 25,409 ""79332 26,362 108,980 21,350 140.417 5,511 151,348
Subtotal: Other PERS 3,260,030 10,568,064 3,382,281 14,346.647 3,509,116 18,393,763 707,046 19.810,808
PERS 101 ALASKA.STATE OF 39.655.236  140,776.087 41,142,307 187,197,498 42,685,144 236,902,548 8,600,561 254,647,547
PERS 113 UNIVERSITY OF ALASKA 5,816,153 10,123.132 6.034.250 24,837,007 6,260.543 32,028,938 1,261,427 34,526.602
Subtotal: State & Univ PERS ~ 45,471,388  158.899,219 47,176,566 212734.505 48.945,687 268,931,486 9,861,988 289,174,229
PERS 255 ALASKA GATEWAY SD 74,074 n225,"629 "76,852 310,941 79,734 402,335 16,065 433,931
PERS 162 ALEUTIAN REGION SD J) 0 7,898 7,898 0,195 16,389 1,1551 10,073
PERS 244 ALEUTIANS EAST BOROUGH SD 60,500 254,705 62.769 327,025 65,122 404,411 13,121 433,142
PERS 111 ANCHORAGE SD 3,653.549 ~ 14,066,162 3,790,557 18,384,200 3,932,703 23,006,310 792,394 24.686,747
PERS 103 ANNETTE ISLAND SD 63.144 126,289 65.512 196,537 67,969 271,876 13,695 296,065
PERS 104 BERING STRAIT SD 366,736 1313.658 380,409 1.432.159 394.757 1,880,622 79,539 2.032,753
PERS 184 BRISTOL BAY BOROUGH SD 36,254 123,989 37.614 166,252 39,024 211,511 7,663 227.538
PERS 105 CHATHAM SD 35,121 113,807 37,U61 155,136 38.450 199.404 1.747 214,848
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FISCAL NOTE Il 8 CSSB M1 (FIN)

Public Employees' Rotlremcnl System (PERS) & Teachers' Retirement System (TRS)
Composite Employer Contribution Rate »Active Employers |

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

Fiscal Year 2006 Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009

ER AVE TOTAL AVE TOTAL AVE TOTAL AVE TOTAL

Num Employer Increase Contrib. Increase Contrib. Increase Contrib. Increase Contrib.
PERS 121 CHUGACH SD 12,060 36,687 12,512 50,576 12.982 65.454 2,616 70,596
PERS 112 COPPER RIVER SD J53,7267 12321 66,116 307,571 68,595 387,700 13,821 416.486
PERS 185 CORDOVA CITY SD 32.539 1001 33,759 138,143 35,025 178,349 7,057 192,290
PERS 204 CRAIG CITY SD 56,375 211,292 58,489 277.704 60,682 348,800 12,2217 374,491
PERS 246 DELTA/GREELY SD 47,576 150,245 49,360 205,240 51,211 264,148 10,318 284,662
PERS 118 DENALIBOROUGH SD 43,730 162 337 45,370 214,417 47,071 269,029 9,484 289,417
PERS 205 DILLINGHAM CITYSD 63,229 171,097 65.600 243,113 68,060 320,290 13,713 346,366
PERS 117 FAIRBANKS NORTH STAR BOROUGH SD 1.234,537 3,928,296 1,280,832 5.356,439 1,328,863 6,886,168 267,750 7.419.725
PERS 141 GALENACITY SD 163,263 576,318 169,385 767,316 175,737 971,827 35.409 1.044.749
PERS 240 HAINES BOROUGH SD 51.494 181,672 53,425 241,910 55,429 306,410 11,168 329.406
PERS 136 HOONAH CITY SD 26,7397 189,099 21.742 223,932 28,782 261.111 5,799 J176,989
FERS 168 HYDARURG CiTY SD 13,463 1.926 13.968 41,903 14.491 57,966 2,920 63.123
PERS 124 IDITAROD AREA SD 82,335 048 85.422 409,172 88,625 513.142 17,857 550.806
PERS 108 JUNEAU BOROUGH SD 465.932 1.670 834 483,405 2,216,895 501,533 2,801,561 101,053 3.010,754
PERS 265 KAKECITYSD 25,057 95 818 25,997 125,408 26,972 157,083 5,434 168,581
PERS 211 KASHUNAMIUT SD ‘61,755 64,071 301,775 66,474 379,565 13,394 407,610
PERS 190 KENAIPENINSULA BOROUGH SD 644.117 668,271 2,915 000 693,332 3.717,644 139,698 4,000,843
PERS 177 KETCHIKAN GATEWAY BOROUGH SD 187,852 194,897 '813.109 202,205 1,045,806 40,742 1,126,916
PERS 251 KLAWOCK CITYSD 29,668 30.780 156,548 31,934 194,353 6,434 208,290
PERS 158 KODIAK ISLAND BOROUGH SD 235.674 244,512 970,711 253,681 1,260,793 51,114 1,360,573
PERS 125 KUSPUK SD 114,491 118,785 473,237 123,239 614,223 24,831 662,763
PERS 164 LAKE AND PENINSULA BOROUGH SD 131,433 136,362 585538 141,476 752,084 28,506 809,620
PERS 157 LOWER KUSKOKWIM SD 859,238 891,459 3,350,105 924,889 4,400,623 186,354 4,756,841
PERS 153 LOWER YUKON SD 236.407 245.273 856,90 254,470 1.143,590 51,273 1,239,005
PERS 110 MATANUSKA-SUSITNA BOROUGH SD 996,633 1.034.007 4,340,762 1,072,782 5,576,323 216,153 6,007,722
PERS 196 NENANACITY SD 48,549 50.370 220,822 52,259 281,362 10,530 302,752
PERS 149 NOME CITY SD 73.463 76,218 0393.133 79,076 486,952 15,933 521,681
PERS 161 NORTH SLOPE BOROUGH SD 652.578 677,050 2,847,672 702,439 3,656.899 141,533 3,939,589
PERS 154 NORTHWEST ARCTIC BOROUGH SD 360,719 374,246 J 122,737 388,280 1,553,119 78,234 1,691,304
PF.RS 257 PELICAN CITYJ5D _ 4,047 4,199 20,852 4.356 25,991 878 27,872
PERS 228 PETERSBURG CITY SD 53.938 55.96 m 204,592 58,059 270.324 11,698 292,456
PERS 156 PRIBILOF SD 33.091 34,332 175,298 35,619 217.491 1,171 233,003
PERS 221 SAINT MARY'S SD 21,240 22,037 66,111 22,863 91,453 4,607 99,590
PERS 133 SITKA BOROUGH SD 94,373 97,912 470,761 101,584 5B89.998 20.468 633,240
PERS 225 SKAGWAY CITY SD 18.464 19,156 97,084 19,875 120,599 4,005 129.259
PERS 155 SOUTHEAST ISLAND SD 50.437 52,320 267,398 54.291 331,716 10,939 355,459
PERS 102 SOUTHWEST REGION SD 143.618 149,004 604,955 154,591 782.232 31.140 843,575
PERS 1G6 TANANA SD 8.091 8,395 57,587 8,709 68.456 1,755 72,853
PERS 209 UNAI.ASKA CITYSD 47.987 49.78G 226,428 51.653 286,573 10,408 308,042
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FISCAL NOTE #8 CSSB 141 (FIN)

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

Composite Emnlovor Contribution Rato mActive Employers |
ESTIMATED FY 06 -07 -08 -09 - Chango In Employer Contribution [(In Dollars)

(Based”™n 2004 Valuation; Juno 30.2003 Financials)

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

ER AVE TOTAL AVE TOTAL AVE TOTAL TOTAL

Fund Num Employer Incrcaso Contrib. Increase Contrib. Increase Contrib. Conlrib.
PERS 137 VAIDEZ CITY SD 86.400 178.848 89.640 275,195 93,002 378.517 411,866
PERS 1.16 WRANGELL PUBLIC SD_ 42.618 127.514 44217 176,513 45 875 229.007 247,090
PERS 264 YAKUTATSD 19.499 70.041 20.230 92,896 20.989 117.371 126.130
PERS 160 YUKON/KOYUKUK SD 109,970 219.941 " 114,094 342.283 118,373 473,492 515.619
PERS 139 YUKON FLATSSD 65.909 131.818 _68.381 205,142 70,945 283.779 309.028
PERS 195 YUPHTSD * 109,492 297.160 M3.598 421,902 117.856 555.580 600.773
Subtotal: School District PERS 12,213,786 40.651.869 12.679,702 54,856,016 137155,191 70,068,307 75,423,562
o TOTAL PERS 79,372,131 26G.032.812 82.356,484 358,365,527 85,444,852 457,249.086 17,216,147 492,115,048
TRS 766 ALASKA GATEWAY SD 122,058 512 643 124 8G5 649 299 128,736 798,164 132.791 956.097
TRS 758 ALEUTIAN REGION SD 18,118 78 097 18,535 96 382 19.110 118 479 19.711 141.923
TRS  '780 ALEUTIANS EAST BOROUGH SD 119 964 503 849 122.723 638 160 126.528 784 471 130.513 939.695
TRS 701 ANCHORAGE SD 8.945,912 37.572 829 9,151 .668  47.5B8,671 9.435.369 58.499 289 9.732.583 70,074.600
TRS 770 ANNETTE ISLAND SD 81 357 341 701 83.229 432 788 85,809 532.014 88,512 637.284
TRS /52 BERING STRAIT SD 556, 156 2.335 857 568.948 2.958 530 586.585 3,636,830 605.063 4,366,453
TRS 742 BRISTOL BAY BOROUGH SD 66 251 278 254 67.775 352 429 69,876 433.230 72.077 518,954
TRS 768 CHATHAM SD 65 684 275 875 67.195 349 415 69,278 429,525 71,461 514,516
TRS 771 (CHUGACH SD 47,326 198, 768 48 414 251 754 49,915 309 473 51,487 370,709
TRS 767 COPPER RIVER SD 144,588 607,270 147,914 769 151 152.499 945 494 157,303 1.132.580
TRS 704 COPDOVA CITYSD 104,904 440 595 | 107.316 558 045 110,643 685,988 114,128 | 021,725
TRS 705 CRAIG CITYSD 117, 364 492 928 120.063 624 329 123.785 767,468 127.684 919.328
TRS 765 DELTA/GREELY SD 151,036 1 637 712 ' 155 328 807 707 160.144 992 890 165,188 1.189.354
TRS 764 DENALI BOROUGH SD 84,599 | 355,315 : 86.545 450 032 1 89,227 553 210 92.038 662,675
TRS 744 DILLINGHAM CITY SD 145 270 | clo 133 148 611 172 171 '53,218 949 951 158.044 1.137,919
TRS 706 IFAIRBANKS NORTH STAR BOROUGH SD 2.945 480 ' 12.371 017 3,013 226 15.668 =7 | ]. 106.636 19.261, 146 3.204.495 23.072,367
TRS 735 GALENA CITYSD 227 943 | 957,362 233,186 1.212 568 | 240.415 1.490,572 247.988 1,785,513
TRS 707 HAINES BOROUGH SO 93 831 394,089 95.989 499 142 98,965 613 580 102.082 734,990
TRS 708 HOONAH CITYSD 79 670 334,G15 81.503 423 813 84.029 520,981 86,676 624,067
TRS 709 HYDABURG CITYSD 35028 149,638 30 448 189 528 37,578 232,981 38.761 279.081
TRS 761 IDITAROD AREA SD 129,851 545,375 132 838 690 756 136.950 849, 125 141,270 1.017,142
TRS 710 JJUNEAU BOROUGH SD 1.021 263 4.289,305 1.044 752 5432 711 1,077,139 6.678,264 | 1.111.069 7.999.699
TRS 712 |KAKE CITY SD 39,935 167,778 40.854 212440 42.120 261, 145 i 43.447 312,818
TRS 777 KASHUNAMIUT SD 73 Tir» | 309, C9 T 412 392 142" 77,750 482,048 : 80.199 577.43?
TRS 746 IKENAIPENINSUIABOROUGH SD 1.918 041 ' 8.055 774 1.962.156 10,203 213 : 2,022,983 12,542,496 i  2.086.707 16.024 292
TRS 714 KETCHIKAN GATEWAY BOROUGH SD 466,086 i 1.957,5G0 476 806 2,479 389 491,587 3,047,837 1 .607.072 3.650.915
TRS 717 |[KLAWOCK CITY SD 58 619 246 199 59.967 311 029 61,820 383 322 | 63.774 469.170
TRS 718 ‘KODIAK ISLAND BOROUGH SD 632 619 2.657 001 647.169 3.365 28) | 667.237 4,136,837 | 688,250 |  4.955.397
TRS 755 IKU'SPUKSD 140 344 589,445 143 572 740 574 148.023 917,740 ! 162.685 : 1099.334
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FISCAL NOTE « 8 CSSB 141 (FIN)

Public Employees' Retirement System (PERS) & Teachers' Retirement System (TRS)
Composite Employer Contribution Rato « Active Employers |
ESTIMATED FY 06 -07 +08 -09 « Chango In Employer Contribution (in Dollars)
(Based on 2004 Valuation; Juno 30, 2003 Financials)

Fiscal Year 2006 Fiscal Year 2007 Fiscal Year 2008 Fiscal Year 2009

ER AVE TOTAL AVE TOTAL AVE TOTAL AVE TOTAL

Fund Num Employer Increase Contrib. Increase Contrib. Increase Contrib. Increase Contrib.
TRS 757 LAKE AND PENINSULA BOROUGH SD 163.178 685,346 166.931 868,040 172.106G 1,067,055 177.527 1,278.194
TRS 754 LOWER KUSKOKWIM SD 946.224 3,974,141 967,987 5,033,533 997.995 6,187,567 1.029,482 7.411.907
TRS 753 LOWER YUKON SD 457.613 1.921,973 468,138 2,434,316 482,650 2,992,430 407.853 3,584.545
TRS 722 MATANUSKA-SUSITNA BOROUGH SD 2.589.746 10,876,933 2.649.310 13.776.413 2.731.439 16,934,921 2,817,479 20,285.650
TRS 719 NENANA CITY SD 107,508 451,535 109,981 571,901 113 390 703,020 176,962 842,128
TRS 720 NOME CITY SD _t58;350 665.072 161,993 __842.361 107,014 1,035,489 172,275 1,240,382
TRS 736 NORTH SLOPE BOROUGH SD 728.566 3,059.978 745,323 3.875,680 60,428 4,764,254 792,634 5,706.962
TRS 751 NORTHWEST ARCTIC BOROUGH SD 631.148" 2,650.821 _ 645,664 37357.454 i'G5.680 4,127,215 686,649 4,943,871
TRS 723 PELICAN CITYSD 7,422 31,173 7,593 39.483 ~ 7.828 48.535 8,075 58,139
TRS 724 PETERSBURG CHYSD 147167 6J8.100 150.552 782.868 155,219 962,355 160,108 1,152.778
TRS 759 PRIBILOF SD 34,771 146,040 35.571 184,970 36.674 227.378 37,629 272.369
IRS 748 SAINT MARY'S SD 43,938 184.541 44,949 233.735 46,342 287,323 47,802 344,176
TRS 727 SITKA BOROUGH SE 345,793 1.4521330 353,746 1.833/80 364.712 2.261,216 376.201 '2.708.645
TRS 728 SKAGWAY CITY SD 35,750 150,151 36,573 190.177 37.706 233,779 38.894 280,037
TRS 769 SOUTHEAST ISLAND SD _ 68,398 287,273 69,971 363.852 721417 447,272 14413 535,774
TRS 756 SOUTHWEST REGION SD 256.747 1,678,339 262,653 1,365.793 270,795 1.678.927 279,325 2.011.138
TRS 775 TANANA SD 14,438 60,640 14.770 76.805 15.228 94,414 15.708 113,096
TRS 729 UNALASKA CITY SD 108.771 456,838 111,273 578,618 114.722 111.271 118,336 852.019
TRS 730~| VALDEZ CITY SD 236.952 995.200 242,402 1,260,492 249.917 15-19.483 257,789 1,856,081
TRS 731 WRANGELL PUBLIC SD 106,026 445,311 108.465 564,018 111.827 693.330 115,350 830,520
TRS 732 YAKUTAT SD 46.921 197.070 48,001 249,603 49.489 30G.830 51,048 367.542
TRS 72 YUKON/KOYUKUKSD 193.646 813,312 198.099 1.030,117 204.241 1,266.291 210.674 1,516,854
TRS 763 YUKON FLATS SD 120.969 508.070 123.751 643.507 127.588 791,043 131,607 947,568
TRS 778 yupiitsd 112.500 472.499 115,087 598,453 118.655 735,660 122,392 881,226
Subtotal: School District TRS ~ 26,290.959 110,447,228 26.001,789 139,889,303  27.735,745 171.9G1.616  28.609.420  205.987,827
TRS 737 ALASKA DEPARTMENT OF EDUCATION 311.338 1.307.C21 318.499 1,656.196 328,313 2.035,910 338,716 2.438.758
TRS 733 UNIVERSITY OF ALASKA 1,953, /70 8,203,761 1,998.202 10.390.650 2,060,146 12,772.906 2,125,041 15.300.293
TRS 743 SOUTHEAST REGIONAL RESOURCE CENTER 50,057 7210.240 51.208 266.284 52.796 327,335 54.459 392,105
TRS 779 'SPECIAL EDUCATION SERVICE AGENCY 58.874 247.270 60.228 313.185 62,095 384,980 64,051 401,167
2.373.546 '9.968.897 2,428.137 12.628.314 2.5U03.410 15,521,139 2,582,267 18,592.322
TOTALTRS 28.670,505  120.41G6.120 29,329,926  152.515.617 30,239.154 187,482,755 31,191,687 224,580,150
TOTAL BOTH PERS AND TRS 108,012,636 1 386,448,932 111.686,411 510.881,144  115.684.006 644,731,847 48,407,834 716,695,197
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FISCAL N O »E

STATE OF ALASKA Fiscal Note Number:

2005 LEGISLATIVE SESSION Bill Version' HCS CSSB 141 (FIN)
(H) Publish Dale: 5/2/2005

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

Title "An Acl relatinc; lo the teachers and pu "RDU
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

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0
FUND CAPITALIZATION i 00
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0

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

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attachaiopotou itnocessarj

FY 2011

0.0

0.0

These costs are not costs necessary to implement tins legislation and can be funded through the regular

budget mechanisms.

Prepared by  House Finance C om m itte e Phono 465-6619

0 avon
Approved by Rep Miko Chonault. Co-Ch.nr House Finance Du'i: 5'2/2005
Agency Rep Kevin Meyer. Co-Cha r Hnu'.i | m.inr.e

n.mv.v.ur p/m
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FISCAL NOTE

STATE OE ALASKA Fiscal Note Number: 10
2005 LEGISLATIVE SESSION Bill Version. HCS CSSS 14KFIN)
(H) Publish Date: 5/2105

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

Title An Act relation to TRS and PERS criatinaa  RDU Centralized Administnve Services

defined contribution and health reimbursement plans s Component Retirement and Benefits

Sponsor Senate Finance Committee

Requester Senate Finance Committee Component No. 64

Exnenclilures/Revenues (Thousands  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 276.5 221.5 163.1 163.1 163 1 163.1

Travel 37.5 17.5 3.5 5.0 5.0 5.0

Contractual 657.0 321.0 352.0 397.0 397 0 397.0

Supplies 18.0 50 5.0 50 5.0 5.0

Equipment 30.0

Land & Structures

Grants & Claims

Miscellaneous (Board Restructure) (12 5) (41.5) (41.5) (41 5) (41.5) (41°5)
TOTAL OPERATING 1,016.5 535.5 482.1 528.6 528.6 528.6

CAPITAL EXPENDITURES 1

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 1,029.0 577.0 392.7 285.1 142.5 0.0
1005 GF/Program Receipts
1037 GF/Mental Health

1029 PERS (20) (4.1) (4.1) (41) (4.1) (4.1)

1034 TRS (10t (37.4) (37 4) (37.4) (37 4) (37.4)

Other (Speoty Type-Do ncl abbreviate) 130.9 285.0 427.6 570.1
TOTAL 1,016.5 1 535.5 482.1 528.6 528.6 528.6

Estimate ol any current year (FY2005) cost: no

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

POSITIONS

Fui.-time AR 2! ] K y 2

Part-time 0 ol 0 0 0 0

Temporary 3 21 1 1 1

ANALYSIS:  (Attach a separate past- it necessary)
This bill will create a new defined contribution retirement plan and 3 health reimbursement arrangement for

new employees of the PERS and 1RS hired after the elfective date of July 1, 2095. As the new plan
significantly offers from the current defined benefit plans, the division will be required to reprogram its
computer systems, set up and account for two new plans, create new plan publications and forms, tram sta
employer contacts and new members create new employee benefit education methods on the web, benefit
seminars and one on one appointments, and to cor.vact (or financial planning services for members of the
new plan The fiscal note assjtnes fund manager fee; custody and record Keeper's individual account fees
are separate. It further assumes that cost reductions for the PERS and TRC Beards will be partially offset by
payments to the Office of Administrative ' /tarings to cor.duu' disability hearings, previously conducted by the

boards
Pic-pa’d Ly  Melanie MiHhom. Director

Phono 465-4409
Daln/Time 3/22/05 3 25 PM

Divn> Retirement and Eenefts
Approved b> Mike Tibbies, Deputy Commissioner Dote 4/22/2005
ncy Dr; .atrill nl cl At/nun.stmt,0on

NISSV2IVIMIi Page 1of2



FISCAL NOTE #10

STATE OF ALASKA HILL NO. HCSCSSB 141(FIN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The estimated administrative costs to the division by fiscal year are as follows:
FY 2005 FY 2007 FY 2008 FY 09-11

PERSONAL SERVICES;

1- Non Perm Analyst-Pgmr Il - DC-Benefits Sys - R 16 G4.4 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 / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276.5 2275 153.1 163 1
TRAVEL:
Employer Reporting Software Upgrade Install & Help 0J.O 15.0 0.0 0.0
Employer Plan Education 7.5 0.0 0.0 0.0
Regional Counselor travel 0.0 25 35 5.0
375 17.5 35 5.0
CONTRACTUAL:
Communications S Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 houi. in FY05) 320.0 30.0 30.0 20.0
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
667.0 327.0 352.0 037.0
SUPPLIES:  Office supplies, calculators, desk-top software 18.0 5.0 5.0 )
EQUIPMENT: Workstation £ cubicle, chairs, file cabinets, computers,
telephone, set-up costs 30.0 0.0 0.0 0.0

MISCELLANEOUS (BOARD RECONFIGURATION, HEARINGS)

Board Member Election 2005/2008 0.0 0.0 0.0 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
Honorarium/Board Members -29.0 * -290 -290
National Seminars (NASRA - NCTR) -20.0 -2Cm -200 -20.0
Disability Heanngs-Office of Administrative Hearings 116.0 8/.0 870 87.0
-12.5 -41.5 -41 5 -41.5

TOTAL 1.C16 5 535.5 462 1 526 6

The above funding source is initially listed as General Func] because the exi.inglters of PERS / TRS are Defied
Benefit plans, and the present DC plans, SBS and DCP arc- legally separa'e frorr. the intended plan It is assumed that
by FY2008. as more employees are hired into the new Oers, that program costs will be funded through an assessment
on DC accounts, similar to the SBS prc ram currently in place. General funds will be reduced 25% per y.ar frun

FY2008-2011

1lhe new plan effective date- is July 1. 2005 Therefore, startup costs Will start in FY 05. The startup co. is aie not crr.ir.
of the PERS and TRS Defined Benefit plans Tiers 1, 2, and 3 are logically rotated; however, tie:' 4 PERS and Tilt 3
TRS would not be The purpose of Me bill is to separate the DB and DC side A legal opinion was sough! to dot* ri me
how the funding and accounting needs to occur for the new DC plan.

Page 2 of 2



FISCAL NOTE

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction)

Title An Act  '-ntoTRS and PERS creatinaa  RDU Centialiced Administrive Services

defined contribution and ' - imbursement plans.. Component Retirement and Benefits

Sponsor Senate Fn 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 276.5 221.5 163.1 163.1 163.1 163 1

Travel 37.5 17.5 3.5 5.0 5.0 5.0

Contractual 667.0 3270 352.0 357.0 397.0 3970

Supplies 18.0 5.0 5.0 5.0 5.0 5.0

Equipment 300

Land S. Structures

Grants & Claims

Miscellaneous (Board Restructure) (12.5) (41.5) (41.5) (41.5) (41.5) (41.5)
TOTAL OPERATING 1,016.5 535.5 482.1 528.6 528.6 528.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Tnousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 1,029.0 577.0 392.7 285.1 142.5 r.o

1005 GF/Program Receipts

1037 GF/'Mental Health

1029 PERS (2.0) 41 (4.1) (41 (4.1) (4.1)

1034 TRS (105) (37 4) (37.4) (37 4) (37.4) (37 4)

Other (Specify Type-Do not abbreviate) 130.9 285.0 427.6 570.1

TOTAL 1.016.5 535.5 482.1 528.6 528.6 528.6

Estimate of any current year (FY20C') cost: 00

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

POSITIONS

Full-time A ¢ 2 & 2 2

Part-time 0 0 0 0 0 0

Temporary 3 A 1 1 1

ANALYSIS:  (Attach a separate page ifnecessary)

Fiscal Note Number: 1
Bill Version: HCSCSSB 141(FIN)
(H) Publish Date: 512105

Dept. Affected: Administration

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

Phone 465*4406
Date/Time 4/22/05 3 29 PM

Dote 4/22/2005

boards

Prepared by  Melanie Millhcun, Director

Division Retirement and Benefits

Approved by  Mike Tibbies. Deputy Commissioner
Agency Department o) Administration

S5WAOU

Pago 1ol 9



FISCAL NOTE #11

STATE OF ALASKA HILL NO. HCLCSSB 141(FIN)
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

The estimal&d administrative costs lo the division by fiscal year are as follows
FY 2005 FY 2007 FY 2008 FY 09-11

PERSONAL SERVICES:

1- Non Perm Analyst-Pgmr Il - DC-Benefits 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 Rpling / Contrib. Recon. - Range 12 46.7 46.7 46.7 46.7
1-Non Permanent Publications Tech Il or Spec | - Range 13 49.0 0.0 0.0 0.0
1-Non Permanent Retirement Counselor - Range 18 64.4 64.4 0.0 0.0
276 5 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 00 0.0
Regional Counselor travel 0.0 2.5 3.5 5.0
375 175 35 5.0
CONTRACTUAL:
Communications & Postage 82.0 17.0 17.0 17.0
Computer System Redesign (Est. 2,500 hours in FY06) 320.0 30.0 30.0 30.0
Audit, Accting, Tax, Benefits Consulting, Legal < 100.0 75.0 50.0 50.0
Training \ Risk Management 15.0 5.0 5.0 0.0
Employee financial planning services 150.0 2000 2500 300.0
667.0 327.0 352.0 357.0
SUPPLIES. Office supplies, calculators, desk-top software 13.0 5.0 5.0 5.0
EQUIPMENT: Workstation & cubicle, chairs, file cabinets, computers,
telephone, set-up costs 300 00 00 0.0
MISCELLANEOUS (BOARD RECONFIGURATION. HEARINGS)
Board Member Election 2006/2008 00 0.0 0.0 0.0
Board Training -15.0 -15.0 -150 -15,0
Board Attorney -40.5 -10 5 -40 5 -40 5
T'avel Members/Staff -24 0 -24 0 -24.0 24 0
Honorarium/Boara Members -250 *29.0 -25.0 *25.0
National Seminars (NASRA - NCTR) -200 -20 0 -20.0 -200
Disability Hearingc-Office of Administrative Hearings 116 0 87.0 87.0 87.0
-12.5 415 41 5 41 5
TOTAL 1.016 5 535.5 482 1 528 6

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

FY2008-2011

1he new plan effective date is July 1. 2005. 1lic-refore. startup costs will start in FY 05. The startup costs are not costs
ot the PERS and TITS Defined Benefit plans Tiers 1, 2, and 3 are logically related; however, tier 4 PERS and T:er 3
IKS would not be The purpose of the hill is to separate the DB and DC side A legal opinion was sought to determine

how thu lunding and accounting needs to occur for the new DC plan

Page 2 of 9



One Union Square

M E R C E R BOO Universny Street, Suite 3200

Human Resource Consulting Soatte, WA 58101-3137
20E (0B ESOO Fax 206 3B2 0627

Memo

To: Melanie Millhorn

Date: [fay 2, 20C5

From: Sam Martin

Subject: AS 24,08.036 Fiscal Notes on Bills Affecting State Retirement

Systems, requires an additional analysis of the long term and short
term costs to the state if a bill is adopted, as well as the impact of the

bill on the actuarial soundness of the funds.

As compared to the current PERS and TRS plans, House CS for CS for Senate Bill Number 141
(STA) Version X, will serve to significantly reduce the volatility of future costs associated with
new hires, and the employer contr.Dution rates for these new hires will be more predictable The
bill will have no negative impact on tlie actuarial soundness of the systems.

The major cost components as amended by House Finance include the following:
SCI' Employee contribution amount for PERS police and firefighter and "all others™ and TRS

« 5ft DC
¢ 2.5 70 Health Reimbursement Arrangement

e 2.5ft Medical Claims*
Death and disability benefits for all PERS members in accordance with current statute

proviai ms

* Note: He use Finance adopted a modified Tier medical plan that includes prc-65 and post-65
medical coverage. Based on the changes made from the original medical Tier design a
preliminary estimate would be between 2.5 To and 3.75ft. It is anticipated under the House
Finance medical component that there may be an offsetting savings to the initial projection of
2.75ft. A follow-up analysis will be forthcoming to confirm the amount.

DCS CSSB 141 (FIN) - FN #11
Pago 3 of 9
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HCS CSSB 141 (FIN) - FN #11

Valuation Results
1.5(c) Actuarial Projections - Effect of Economic Scenarios (continued)

Contribution Hate

F-"Iscnl Yenr Ending

f'f nnimislic 'Onso Cflsn e Oplimislic

Merthi Hmjin Hhnouim Connillinii Stnin ol Alaska Innchmn* HnlUftntioil HyMno
Page 4 of 9 nr. of .liiou HO. ?()04



1.5(c) Actuarial Projections - Effect of Economic Scenarios (continued)

Contribution Rato

Fiscal Year Ending

Pessimistic Uarn Case

Page 50f 9

HCS CSSB 141 (FIN) - FN //11

Valuation Resultz

Optimistic

Sand Aada Rbic Evpoyees [Inliioituuit System
ol a[snIJim AV
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ked Alternatives
ions - PERS

Contribution Comparison - PERS

Fiscal Year Ending

Current I’Inn eeee New Tier

Mercer | Inman Resource Consulting

HCS CSSB 141 (FIN) - FN //11
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Rate

Actuarial Contribution

sed Alternatives
tions - TRS

fInIVL j

Contribution Comparison - TRS

Fiscal Year Ending

Current Plan eeee Raw ! jbr

Mcrcor iluiiinn Rusmirco Consulting

DCS CSSB 141 (FIN) - FN //11
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If; Sf Non-Medical Benefits - P ER S
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9a

9%b
9c

10

12

A

Iltems highlighted In
green have been adopted
w/out objection

DC RETIREMENT
ACCOUNT
Benefit Formula

CONTRIBUTION DETAILS

Employee Contribution
Ratos

Employer Contribution
Rates

A<y\Q jrie M (y\(LrX

5.0% CC-

_ 3 *°

MEDICAL PROGRAM

Medical Benefits
Noo<2L~£C)(b )<5TE

p\«J6

m~rrndnciryitn't- # 2 .

fb a/>5t<2.

pios

Propnrod by Senate Finance Committee

SB 141 Differences between Senate and House

B C E

D

Page, Line (0 HCS for CS Senate Bill 141 (FIN) Page, Line (or

CS for Senate Bill 141 (FIN) Sec) am H Sec)
12.5% per year to DC account + P 16. L8 and 13% per year to DC account + P16. L25 +P
investment earnings. P82.L6 investment earnings. 17, L15and P

85.L30+P
86, L 19
DB Plan: TRS 8.65% or 1/2 of the P 7. Sec. 7-8 DB Plan: All changes eliminated.
normal cost rate. PERS: 6.75% and and P 68-69, Existing employee contribution rates
7.5% (Police/Fire) or 1/2 of the Sec. 87-88 remain unchanged.
normal cost rate. Maximum increase
of .5% (50 basis points) per year.
DB Plan: 50% of normal cost plus P 7-8, Sec. 9- DB Plan: Employer cost i3 the P 7. Sec. 7-8
past service cost. May not be less 10 and P 71- difference between the actuarially and P 73-74,
than total normal cost after 72, Sec. 95-96 calculated cost (normal rate + past Sec. 93-94
subtracting the member contribution. service rate) less the member
contribution rate, but may not be less
than 11% for TRS and 10% for
PERS.
DC Plan: 8.25% employer P 16. Ls 8&10 DC Plan: 10.00% employer P17, L15&
contribution: and P 82, Ls contribution: 17; P61.L8;
6&8; P 58. L and P 86, L 19
+ 4.50% to DC account 10 + 5.00% to DC account &21
+ 175% to Medical + 2.50% to Medical
+ 2.00% to HRA + 2.50% to HRA

8.25% Total 10.00% Total

Access io medical coverage at P 26. Ls 3-6 Must retire directly from system for P27, LsIQ-

Medicare eligible age (currently 65) and P 92. Ls 1- acess to medical covera] * -Aooe3> 23 and P 96, L

with 10 years of service, or at any 5 to-nwdical oovefage ot "normal 18 thru P 97,

age after (1) 25 years for peace wtiromont oge”fSO-monlh.s prior to L2

officer/firefighter, or (2) 30 years lor Medteere-eligibte-age) with 10 years

all others. -Not required to retire

»ftrecfly frew-tho oyntuc>i yerti+i T P Ui ou yticdIS dil UlliCTa.

No pre-Medicare cost sharing. Upon reaching normal retirement P 28. L 1thru
age. employer pays a defined dollar P 29, L 7; and

subsidy of medical premium: 30% for P 98. Ls 15-22
10 years of se.vice, incremented by

3% each year. Maximum subsidy is

30% for 30 years or more. Employer

share of health cost growth is capped

jt 5% annually, so retiree pays the

ljalance c. growth.

Corroded May 8, 2005 l1of4



SB 141 Differences between Senate and House

A B C D E
Items highlighted in . . . .
. Page, Lino (oi HCS for CS Senate BilM41(FIN Pago, Lino (or
green have been adopted CS for Senate Bill 141(FIN) 9 ( (FIN) 9 (
L Sec.) am H Soc.)
w/out objection
Retiree share of medical premium at P 27. Ls 18-28 At Medicare eligible age. the medical P 29. Ls 16-
Medicare eligible age based on years and P 93,Ls program changes to a percent 24; and P 98.
of service: 17-27 contribution by the retiree and the L 31 thru P99,
+  10-14 years = 30% gri)_wth c;lp |stlr|]fted sv(?,t thhe S);stem and L8
13 + 15-19 years = 25% retiree share the gro cost.
+ 20-24 years = 20% + 10-14 years = 30%
+ 25-29 years = 15% ¢ 15-19 years = 25%
=> 30 years =10% + 20-29 yoars = 20%
=> 30years =10%
Retiree and survivors pay full P 27, Ls 16-17 "Early retirees” (meets service but no P27. Ls 16-17
premium until Medicare eligible. end P 93, Ls age requirements) and survivors pay and P 93. Ls
14 15-16 full premium until normal retirement 15-16
OE£/'I<5I1IL age.
Doforral of Election to An eligible person must make the P 26. Ls IB- Deleted.
Particpato in Medical 1lan irrevocable election to participate or ~ 20. and P 92.
not participate in the retiree major Ls 17-19
14a medical insurance plan by the age of
70 1/2 or upon termination of
employment, whichever is later.
Occupational Disability None. A public employee shall receive a P 100. L 7 thru
15 Benefit pension benefit if a disabling injury P 102,L 29
occurs on the joj.
-prvid/vdroant*™&
Occupational Death None. A surviving spouse of an employee P 102. L 30
Bonofit killed in the line of duty shall receive thru P 104, L 6
16 a pension benefit.
Qrm M rtviriC ~ 3 5°/o 3-0%
Hoalth Reimbursement Employer contnbutes-Swof annual P 58. L 10 Employer contributes*-5% of annual P61, L8
17 Arrangomont (HRA) average employer's group average employer's group
AYidrvd IPOtilt * 3 compensation compensation.
HRA can be used oven if not P 26. LS 13- Deleted.
participating in State's medical 17: and P 92.
insurance plan and vico versa, you Ls 12-16
18 can participate in the medical
nsurance plan and not uso the HRA.
Employue forfeits rights to HRA if P58, Ls 15-21 Employee forfeits rights to HRA if P 58, Ls 15-21
erminatmg boforu 10 years of erminatmg before 10 years of
servico Employee can roturn to a service An omployoo can roturn to a
19 participating employer within 5 years jarticipating employer —without timo
and have account balance restored dmitation —and have account
to without micros' or other adjustment wilnnco restored with Interest.
vV
Il ,In IT . -following iNNCAT;
fcje-R*"*. oevc-amtoor "2\ of Tie. in WWich -T*<i pz/eon Toms
nt <=3~* ~nrd r'ls*)gifl*=> «yF \c.JSt Tv-io
<accjoJdn.iT balance. s\ TV of ~tFic O ieond”™ Pr2 .
eXrvde* -fez- ffyjfict'paivt™ o f <V»c.WoN«az2)<*“
Propnrud by Senate Finance Committee CnaaoiMay fl. 2005 20f4



20

21

22

22a

23

24

25

26

27

28

29

SB 141 Differences between Senate and House

A B C

Itjims highlighted in

green have baen adopted CS for Senate Bill 141(FIN) Sec)
w/out objection ’

RETIREMENT BOARDS

Board Mombors Nine trustees appointed by the P 46, Ls 14-31

Governor:

Commissioner of Admin
Commissioner of Revenue

3 AK residents, non-beneficiary
1 finance officer of municipality

1fmar e officer of school dist
VVcun 1 PERS members Ax
1TRS members 6 nzl-lwte
board
rrv3\it-'Op
-f-jyynd/ldrra /iy ~*?2
Board Torms Three year terms, maximum of three P 47. Ls 14
foor consecutive terms. One year break
‘isrrfr required.
Initial staggered terms of trustees of P 105, Sec.
the ARMB, who are not 132
commissioners, set in the manner
mAcoet provided for nine-member boards by
AS 39.05 055(7).
Board Duties None.
None.
Board Compensation $150 honorarium per day including P50, L 15
travel days, plus per diem
CHANGES TO EXISTING
RETIREMENT PLANS
Ad hoc PRPAs Defined "financial condition of the P 11 Sec. 17-

retirement fund" for ad hoc PRPAs ns 18. and P 77

110% ratio of assets to liabilities (see Sec. 113
editor's notes under AS 14.25 143 &
AS 39.35 483)
Conditional Sorvico Changed the credited servicu P 76-77, Sec.
111

’equirement to 120 days for
ugislative employee under AS
39.35 385(f)

~one

Rotiromont Bonofits

-JvYViriciro4 4t~

Medical Bonofits undor
AS 14.25.168 and AS
30.35.535(a)

Prepared by Senate Finance Committee Cotn'clad M(iy 8. 2005

Pago, Lino (or

D E
HCS for CSSonato Bill 141(FIN) Page, Lino (or
am H Sec.)
Nine trustees appointed by the P 48, L 12 thri
Governor. The PERS/TRS membersr P49, L3

shall be selected from a list of-three- ;°0r
nomineess u b mitted lc
appropriate bargaining units.
Commissioner of Admin
Commissioner of Revenue
*2. A K resident, non-beneficiary
. O'finance officer of municipality
C/finance officer of school dist
2 PERS members
2 TRS members

t ud» nz~soo.ifck
lain

Six year terms, maximum of two P49, Ls4-7 !

consecutive terms. One year break

required.

Additional language t,,ut the terms of P 115-116,

the-lwo finnnoo offtooft* out* 4 Sec. 134

PERS/TRS members are staggered

three years apart from the terms of

their counterparts,

Added requirement for ARMB to P51 Ls7-14

annually evaluate that employer rate

for medical insurance is sufficient to

cover projected costs.

Added duty that the board assist the P 50. Ls 10-12

retirement system administrator in

prescribing policies for the operation

of the retirement system.

$400 honorarium per day, plus per P 50. L 15

diem.

Changed fund ratio to 105% P 11 Sec. 17-
18,and P 77

Sec. 113
Dolotod. P 76-77, Sec.
111

This section repealed and reenacted P 11-12, Sec.

lo close loophole on covornge for 19, and P80*

second families that had no 81. Sec. 114

olationshlp to the rotiree before the

etiree died. |
3of4



SB 141 Differences between Senate and House

A B C D E
Items highlighted in . . . .
green have been adopted CS for Senato Bill 141(FIN) Page, Line (or HCS for CS Senato Bill 14 i(FIN) Pago, Line (or
L Sec.) am H Sec.)
w/out objection
University of Alaska Changed AS 14.40.661-14.40.799 P 38, Sec. 35 Removed the provision that the P 38, Sec. 35
Optional Retirement giving the Board of Regents flexibility thru P 42. Sec University may create a mandatory thru P 42, Sec.
Program to design both optional and 50 retirement plan. 50
mandatory retirement programs for
future University employees.
Specifies the University's retirement
( 30) programs are not subject to collective
bargaining. Also provides a one-time
option for current employees who
chose to participate in PERS or TRS
to transfer into the existing optional
retirement program.
1 OTHER BILL
COMPONENTS
Penalty for False No change from existing statute. Removed the existing language that P 3. Sec. 25
Statements a person who knowingly makes a

false statement "forfeits all rights
under this chapter. Language
conforms to PERS AS 39.35.670.

32 AS 14.25.210

No change from e*: ung statute. Adds AVTEC instructors to the P 14-16, Sec.
14.25.220 (DB plan) and definition of "teacher” and "member 30; P 39, L 28
AS 14.25.590 (DC plan) for participation in TRS regardless of thru P 40. L 1

33 whether the position requires a

certificate if the instructor is certified.

Definition of "toachor" AS

Cost Saving Moasuros in  None. Added new statutes that R&B P 30, Ls 14-22
Rotireo Hoalth System implement by regulation cost-saving
34 measures in the retiree health care
‘cm atz system.
None. Requires annual report to legislature P 118, Sec.
35 . by R&B on implementation of cost- 141
lico'be. saving measures.
Conditional Retroactivity None Added conditional language that P 120, Sec.
36 makes the effective date retroactive 145
to July 1. 2005.
Sunsot None Addea sunset provision to repeal the P 115, Sec.
defined contribution plan on June 1 132-133
2 2006 unless legislation amending the
PERS or TRS statutes is enacted by
Sept 30.2006.
Choico ol Rottromont None, Employees hired on or after July 1 P 15. L 15 thru
[Plans 2005 have 30 da>s to choose either P 16. L 2; and
he defined benefit plan or the P 84. L 20 thru
defined contribution plan. If an P85 L7
2) employee fails to maku an election
within the 30 days, they are defaulted
o the defined contribution plan.
39 :lscal Nolou 9 5G9.5 million deposited to PERS/TRS ?0ro
. Irust funds on behalf of participating
+TOUG6C f3ERS employers

Prepared by Senate Finance Committee Corrected May B. 2005 ol 4
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Draft Amendment for Open Item 8

*Sec. 7. AS 14.25.070 is amended to read:
Sec. 14.25.070. Contributions by employer, (a) An employer shall contriDute to the plan an amount

equal to the normal cost rate, expressed as a percentage certified by the board, less the member
contribution under AS 14.25.050. The amount shall be calculated by applying the certified percentage
against the sum total of the base salaries paid to members, including any adjustments to contributions
required by AS 14.25.173(a).

(b) For the purposes of this section, "normal cost rate” means the percent of payroll required to fully
fund the actuarially calculated benefits expected to be earned by active members during a fiscal year.

*Sec. 93. AS 39.35.270 is amended to read:
Sec. 39.35.270. Contributions by employer, (a) An employer shall contribute to the plan an amount

equal to the normal cost rate, expressed as a percentage certified by the board, less the member
contribution under AS 39.35.160. The amount shall be calculated by applying the certified percentage
against the sum total of the compensation paid to members, including any adjustments to contributions
required by AS 39.35.520(a).

(b) For the purposes of this section, "normal cost rate” means the percent of payroll required to fully
lund the actuarially calculated benefits expected to be earned by active members during a fiscal year.
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) flw nd/icW xilife 'Ir
Katie Shows

From: DickSolie@aol.com
Sent:  Friday, April 29, 2005 8:22 PM
To: Rep. Paul Seaton

Cc: Miles Baker; kellysl ©GCl.net; Katie Shows; Sen. Bert Stedman; Rep. Eric Croft; Rep. Bruce
Weyhrauch; Rep. Mike Kelly

Subject: Employer Share of Health Care Premiums

Dear Representative Seaton:

| was very concerned to hear that you had characterized the health premium sharing arrangement under the
House State Affairs amendments as being the same as recommended by the Tier Committee. That is correct
as to the 60-65 age group, but it is not correct with respect to the post-65 (Medicare-eligible) age groups.

For the 60-65 group we proposed a subsidy ranging from 30-90% of the "adjusted base premium” as you have
done. For the Medicare-eligible ages, however, the employee share was to be from 30% to 10%, based on
years of experip"l » and thus the employer would be paying from 70-90% of the actual premium cost. This, as
| understand,’ . SB 141 provides for the Medicare-eligible period.

In my opinion, the coverage for the post-65 employees is most critical since this will continue throughout thei
remaining life expectancy, and this is a period in which it is most unlikely that the retiree will be able to
supplement his/her income to cover any shortages.

| very much hope that the final bill will include a provision for the pre-Medicare retirees similar to that nroposed
by vou..but which also provides a Medicare-eligible coverage comparable to that provided by SB
Alternatively, if it is decided not to provide any pre-Medicare premium subsidy, | trust that the employer
ibutions to the HRA will be increased sufficiently to cover the major part of those uncovered costs. My
esearch has suggested that it would take an HRA contribution of at least 3% to accomplish that for the
average reliroe-spousc family unit, f

Thank you for your consideration of my comments.
Sincerely,

Richard J. Solie, Sr.
Member TRS Board


mailto:DickSolie@aol.com
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15

16
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19

20

21

22

23

AMENDMEN

OFFERED IN THE CONFERENCE COMMITTEE
TO: 1-1CSCSSB 141(FIN) am H

Page 17, line 17:
Delete "2.5 percent"

Insert "1.75 percent"”

Page 27, line 17:

Delete "60 months less than"

Page 28. lines 25 - 28:

Delete all material.

Reletter the following subsections accordingly.

Page 28, line 31 through page 29, line 15:

Delete all material.

Rcletter the following subsections accordingly.

Page 29, line 22:
Delete "30 years o f'

Insert "25 years of*

Page 29, following line 23:

Insert a new paragraph to read:

T

iviOiot ~ 2
NelepTA™d
24-1. SO637VRA.4

Craver

5/8/05

BY REPRESENTATIVE SEATON

*Np N tu

‘L



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31

24-150637\RA.4

"(4) 15 percent if the member lias 25 or more, but less than 30 years of

service;"

Renumber the following paragraph accordingly.

Page 38, line 4:

Delete "60 months less than"

Page 61 line 8:
Delete "2.5 percent”

Tnsert "three percent”
Page 86, line 21:
Delete "2.5 percent”

Insert "1.75 percent"

Page 96, line 27:

Delete "60 months less than"

Page 98, lines 9-12:

Delete all material.

Reletter the following subsections accordingly.

Page 98. lines 15 - 30:

Delete all material.

Reletter the following subsections accordingly.

Page 99, line 6:

Delete "30 years"



24-L.S0637\RA.4

Insert "25 years"

Page 99, following line 7:

Insert a new paragraph to read:
"(4) 15 percent if the member has 25 or more, but less than 30 years of

service;"

Renumber the following paragraph accordingly.

Page 111, line 21:

Delete "60 months less than"
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AMENDMENT

Page 61, line 8, delete “2.5," insert * 3"



<=3<dlopfed

AMENDMENT

TRS

Page 17, following line 22 inset new section “(c) An employer shall make annual
conurbations to the plan in an amount adopted by the board to be actuarially required to
fully fund the cost of providing medical benefits in 14.25.4S0.”

C-£or\Vr\boi™ic*ob
Renumber accordingly

PERS

Page S6, following line 26 insert a new section “(c) An employer shall make annual
conurbations to the plan in an amount adopted by the board to be actuarially required to
fully fund the cost of providing medical benefits in 39.35.880.”

cL-aritri b<_ ftic>n<t3
Renumber accordingly

<do<LS nol~ <exjp g”o2.de.



:|1$) Proposed Medical Program
M | Key Features
|

Key features of post-retirement medical program
o0 Members must retire directly from the System to be eligible

o0 System sponsored health plan with varying levels cf subsidy or cost to
members

N Early retirees get "access only" prior to normal retirement eligibility

Defined dollar benefit from normal retirement to Medicare eligibility
(currently age 65)

o Defined health benefit after Medicare eligibility, similar to the currem
program with the following key exceptions:
* Method of coordination with Medica.e

» Retired members will share in the cost through premium
contributions

Mrar HnenResoueeGraldUy Slide 21

Proposed Medical Program
System Sponsored Health Care Plan

System sponsored health plan available lo all eligible retirees, but with
varying levels of subsidy

=> Basic plan design elements
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Traci C. Carpenter

From:

Sent: Monday, March 14,2005 11:36 AM
To: Traci C. Carpenter

Subject: [Fwd: Information requests]

Attachments: Vais 2003 sectionlp5a transmit.xls; Updated PERS and TRS past Service Costs.xls

Hi Traci:

melanie Millhorn [melanie_millhorn@admin.state.ak.us]

Page 1 of

I am forwarding two of tlie information requests we discussed recently. Also, | confirmed with
Bob that members who are not age 65, have 10 years of service and retire directly from the plan

will pay the full medical premium costs - these members get "access only".

Original Message---------
Subject:Information requests

Date:Mon, 14 Mar 2005 11:48:51 -0800
From:Reynolds, Robert <Robert.Rcynolds@mercer.eom>
To:melanie millhom @ admin.state.ak.us
CC:Bymes, Chris <Chris.Bymes@ mercer.com>

Melanie:

Two spreadsheets are

your March 12 email.

The first provides employer

that underlie valuation

the figures are si ghtly
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increase in employer rates
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Finally, we expect to provide the

tomorrow, March 15. This will refle
to 65 . Just to confirm, we are assu
wi ll pay the full unsubsidized cost

<<Vals 2003 sectionlpb5a

Scrviurr Costs.xls>>

Robert K Reynolds, ASA,

Mercer Human Resource

One Union Square
600 University Street, Suite
Seattle, WA 90101

USA

phone: +1 206 BOO 8822

fax: -rl 201 382 0627
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To: Katie Shows
Subject: Medical Costs HSA

H1 Katie:

Ilwanted to letyou know that Mercer has costed the medical benefits for House CS for

CS I1"orSenalLe Bill No. 141 (STA)

Mercer states, "we have analyzed the expected liabilities associated with the new tier
described in House Bill 248 medical provisions. The analysis is based on the following:
* Coverage is available only to members who retire from the Systen

at normal retirement (age 60 with 10 years of service) or after 30 years of service.

* Members or their spouses who are less than age 60 pay the full cost for their

coveragc.

Upon reaching age 60. members (or their spouses) are eligibe for System-
subsidized medical coverage. They will receive a defined subsidy amount based on
Medicare eligibility status and service duration (3% per year of service, up to 30 years).
Based on these provisions we estimate that the current normal cost rate (as a

percentage of total payroll) will be 1.0% for TRS and 1.1% for PERS.™

It look longer because lasked Mercer to run the models again. Please let me know if

you have any questions. Thanks.

Melanie Millhorn, Director

State of Alaska

Department of Administration - Division of Retirement & Benefits
PO Box 110703

Juneau. AK 59811-0203

(907) 465-4408 (voice)

(907) 465-3655 (fax)

(800) 821-2251 Toll-Free

Confidentiality Statement

This message (including any attachments



PERS

Possible Medical Scenarios for meirber before Medicare eligible (currently age 60 -

65) according to MB 238 - 29b HRA contribution

PERS “other” early hire, 30 years, retires at

60 mo. Pre-Medicare - 90% subsidy
Cost of medical
Amount of subsidy

Amount paid by HRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare medical coverage
Page 2

PERS “other” late hire, 20 years, retires at
60 mo. Pre-Medicare with spouse - 60%
subsidy

Cost of medical

Amount of subsidy

Amount paid by 1IRA

Net out of pocket exp :nsc to retiree 60 mo.

Prc-Mcdiearc medical coverage
Page 5

PERS “other” late hire, 20 years, retires at
60 mo. Pre-Medicare - 60% subsidy
Cost of medical

Amount of subsidy

Amount paid by HRA

Net out of pocket expense to retiree 60 mo.

JPrerMedicare medical coverage
Page -I

Amount in dollars

304,491

200,739

160,578

-56,826

Amount in dollars

290,044

128,745

54,563

106,736

Amount in dollars

145,022

64.373

59,536

21,113



TRS

Possible Medical Scenarios for member before Medicare eligible (currently age 60 -
65) according to HR 238 -2% IIRA contribution

TRS early hire, 30 years, retires at 60 mo. Amount in dollars
Pre-Medicare - 90% subsidy

Cost of medical 304,491

Amount of subsidy 200,739

Amount paid by HRA 213,838

Net out of pocket expense to retiree 60 mo. -113,086
Pre-Medicare medical coverage

Page 12

TRS late lure, 20 years, retires at 60 mo. Amount in dollars
Pre-Medicare - 60% subsidy

Cost of medical 145,022

Amount of subsidy 64,373

Amount paid by HRA 79,518

Net out of pocket expense to retiree 60 mo. 1,131
Pre-Medicare medical coverage

Page 14

TRS late hire. 20 years, retires at 60 mo. Amount in dollars
Pre-Medicare with spouse - 60% subsidy

Cost of medical 290,044

Amount of subsidy 128,745

Amount paid by HRA 72,101

Net out of pocket expense to retiree 60 mo. 89,198
Pre-Medicare medical coverage

Page T



PERS

Possible Medical Scenarios for member before Medicare eligible (currently age 60 -

65) according to 11CS SB141(FIN) - 2.5% HRA contribution

PERS *“other” early hire, 30 years, retires at

60 mo. Pre-Medicare - 90% subsidy

Cost of medical

Amount of subsidy

Amount paid by HRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare medical coverage
Page 1

PERS “other” late hire, 20 years, retires at
60 mo. Pre-Medicare - 60% subsidy
Cost of medical

Amount of subsidy

Amount paid by HRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare medical coverage
Page 2

PERS “other” late hire, 20 years, retires at
60 mo. Pre-Medicare with spouse - 60%
subsidy

Cost of medical

Amount of subsidy

Amount paid by HRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare mei/cal coverlge

Page 3

Amount in dollars

301,491

200,739

208,749

107,997 left in HRA for qualified

medical expenses

Amount in dollars

145,022

64,373

77,646

3,003

Amount in dollars

290,044

128,745

70,503

90,796



TRS

Possible Medical Scenarios for member before Medicare eligible (currently age 60 -
65) according to IICS SB141(FIN) - 2.5% HRA contribution

TRS eariy hire, 30 years, retires at 60 mo.
Pre-Medicare - 90% subsidy
Cost of medical

Amount of subsidy

Amount in HRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare medical coverage
Page 4

TRS late hire, 20 years, retires at 60 mo.
Pre-Medicare - 60% subsidy
Cost of medical

Amount of subsidy

Amount in 1IRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare medical coverage
Page 5

TRS late hire. 20 years, retires at 60 mo.
Pre-Medicare with spouse - 60% subsidy
Cost of medical

Amount of subsidy

Amount paid by 1IRA

Net out of pocket expense to retiree 60 mo.

Pre-Medicare medical coverage

Page 6

Amount in dollars

301,491

200,739

285,102

184,350 left in IIRA for qualified

medical expenses

Amount in dollars

145,022

64,373

91,989

11,340 left in HRA for qualified medical

expenses

Amount in dollars

290,044

128,745

91,989

69,310



