
AK LEGISLATURE FINANCE COMMITTEES FILES 2007-2008 3139



Proposed Solution
a  C o s t  s h a r e  l e g i s l a t i o n

* Administer the PERS DB plan like the TRS DB 
plan

■ State to assume 6 5  % of unfunded liability at 
6 / 3 0 / 2 0 0 6  (estimated $3 .6 B of $5 .5 B total)

■ All employers share the cost (benefits, 
administration and investment)

■ Simplify administration



Proposed Solution (cont.)
■  A d d r e s s  t h e  u n f u n d e d  l i a b i l i t y

■  I f  m a r k e t  c o n d i t i o n s  w a r r a n t ,  u s e  p e n s i o n  

o b l i g a t i o n  b o n d s  a s  p a r t  o f  s o l u t i o n  t o  

r e d u c e  t h e  u n f u n d e d  l i a b i l i t y .



PERS = One System 
but Two Plans

■  D e f i n e d  B e n e f i t  P l a n  ( T i e r s  I ,  I I ,  a n d  

I I I )

•  D e f i n e d  C o n t r i b u t i o n  R e t i r e m e n t  P l a n  

( T i e r  I V )

^ 4 3 : 0 3



PERS DB
Accounting Issues
No im p a c t on:
■  T e a c h e r s ’  R e t i r e m e n t  S y s t e m  ( T R S )  

a  B e n e f i t s  p a i d  t o  m e m b e r s

■  P E R S  D B  P l a n  l e v e l  a c c o u n t i n g  ( P E R S  

a s  a  w h o l e )

*  N e w  P E R S  D e f i n e d  C o n t r i b u t i o n  

R e t i r e m e n t  P l a n  ( T i e r  I V )  . # * * *



Agent Multiple Employer Plan
D efined  and described as fo llo w s :
a  A  p l a n  t h a t  p r o v i d e s  b e n e f i t s  t o  e m p l o y e e s  o f  

m o r e  t h a n  o n e  e m p l o y e r

■  P o o l e d  a d m i n i s t r a t i v e  a n d  i n v e s t m e n t  

f u n c t i o n s

■  S h a r e  c o s t s / i n c o m e  o f  p o o l e d  f u n c t i o n s

■  S e p a r a t e  a c c o u n t s  f o r  e a c h  e m p l o y e r

■  E a c h  e m p l o y e r ’ s  c o n t r i b u t i o n s  a r e  t o  p r o v i d e  

b e n e f i t s  o n l y  f o r  t h a t  e m p l o y e r ’ s  e m p l o y e e s



Alaska Statutes
AS 39.35.100 (b )(3 )

■ A  s e p a r a t e  a c c o u n t  f o r  e a c h  e m p l o y e r  s h a l l  

b e  m a i n t a i n e d .

>  T h e  a c c o u n t  s h a l l  b e  c r e d i t e d  w i t h  

c o n t r i b u t i o n s  o f  t h e  e m p l o y e r .

>  T h i s  a c c o u n t  s h a l l  b e  c h a r g e d  w i t h  t h e  

e m p l o y e r ’ s  a c t u a r i a l  c h a r g e  f o r  p e n s i o n ,  

d e a t h  b e n e f i t s ,  a n d  o t h e r  b e n e f i t s  p a i d  

u n d e r  t h i s  p l a n  t o  o r  o n  b e h a l f  o f  t h e  ^  

e m p l o y e e  o f  t h e  e m p l o y e r .  /  ^  *



Alaska Statutes (cont'd)
■  A S  3 9 . 3 5 . 6 8 0  ( 2 2 )  d e f i n e s  e m p l o y e e  a s  

“ . . . a  r e t i r e d  m e m b e r .  . . ”

■  A S  3 9 . 3 5 . 2 5 0  s t a t e s  t h a t  t h e  p a s t  s e r v i c e  

p o r t i o n  o f  t h e  e m p l o y e r ’ s  c o n t r i b u t i o n  r a t e  

i s  t h a t  “ r e q u i r e d  t o  a m o r t i z e  t h e  u n f u n d e d  

o b l i g a t i o n s  o f  t h e  e m p l o y e r .  . . ”



PERS DB Plan
A s s e ts L ia b i l i t ie s  = S u rp lu s  o r (Unfunded Liability)

t
+ Investment 

Income

+ Contributions

•DB Em ployee 
•DB Participating 

Employer

*
Employer responsible for 
funding shortfall

- Pension Benefits
- Health Costs
( b o t h  m e a s u r e d  a n n u a l l y )

■ This calculation is performed at the employer level as 
well as at the plan level ^  ̂

«s There are concerns regarding employer level ^
accounting and allocation methodologies in use

t o

< /  .
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Assets
E m p l o y e r  c o n t r i b u t i o n s  a r e  a c c o u n t e d  f o r  i n  

t w o  s e p a r a t e  b u c k e t s :

■ A c t i v e  e m p l o y e r  a s s e t  a c c o u n t s

■  O n e  a c c o u n t  f o r  e a c h  i n d i v i d u a l  

e m p l o y e r

i  R e t i r e e  r e s e r v e  a s s e t  a c c o u n t

■  O n e  c o n s o l i d a t e d  a c c o u n t  f o r  a l l  

p a r t i c i p a t i n g  e m p l o y e r s

i i

f-;Xr 1



Retiree Reserve Account
F u n d i n g  S o u r c e s

■  S h a r e  o f  t h e  p l a n ’ s  n e t  i n v e s t m e n t  

i n c o m e

m  T r a n s f e r s  f r o m  t h e  a c t i v e  e m p l o y e r ’ s  

a s s e t  a c c o u n t s



Transfers
m  I n  o r d e r  t o  c a l c u l a t e  a n  e m p l o y e r ’ s  p a s t  

s e r v i c e  c o n t r i b u t i o n  r a t e ,  w e  a s s i g n  

r e t i r e e  r e s e r v e  a s s e t s  t o  e m p l o y e r s

■  A l l o c a t i o n  p r o c e s s  i s  u s e d  t o  a s s i g n  

r e t i r e e  r e s e r v e  a s s e t s  t o  i n d i v i d u a l  

e m p l o y e r s



Allocation Process
*  A l l o c a t e  r e t i r e e  r e s e r v e  a c c o u n t  b a l a n c e  t o  

e m p l o y e r s  r e s u l t i n g  i n  e m p l o y e r ’ s  r e t i r e e  

r e s e r v e  a c c o u n t  b a l a n c e

■ based on the employer’s pro rata share of retiree 
liabilities at year end

■ The amount allocated to an employer does not 
represent contributions made by the employer

m simply represents assets assigned
■ Concerns have been raised about this practice - no 

accounting by individual employer. r ^



Allocation example
P a r t i c i p a t i n g  e m p l o y e r  h a s  t h e  f o l l o w i n g  a s s e t s  a n d  

l i a b i l i t i e s  i n  t h e  P l a n  a t  6 / 3 0 / 0 4 .

A s s e t s  L i a b i l i t i e s

A c t i v e  $ 2 3 7 , 8 1 9  3 5 0 , 1 7 2

A l l o c a t e d  s h a r e  o f  r e t i r e e

r e s e r v e  a c c o u n t   i   i

T o t a l  $ 2 3 7 , 8 1 9  3 5 0 , 1 7 2

■ U n f u n d e d  l i a b i l i t y  i s  $ 1 1 2 , 3 5 3  

■ E m p l o y e r  h a s  n o  r e t i r e e s  a t  6 / 3 0 / 2 0 0 4 ,  

s o  h a s  n o t  c o n t r i b u t e d  t o  t h e  r e t i r e e  ^  i

r e s e r v e  a c c o u n t  \

1 5



Next year -  FY05
E m p l o y e r  n o w  h a s  r e t i r e e s  i n  t h e  p l a n  f o r  

t h e  f i r s t  t i m e  s o  w i l l  g e t  a n  a l l o c a t i o n  o f  t h e  

r e t i r e e  r e s e r v e  a c c o u n t  b a l a n c e  b a s e d  o n  

t h e i r  r e t i r e e  l i a b i l i t i e s  c o m p a r e d  t o  t o t a l  

r e t i r e e  l i a b i l i t i e s  e v e n  t h o u g h  t h e y  h a v e  n o t  

c o n t r i b u t e d  t o  t h e  r e t i r e e  r e s e r v e  a c c o u n t  i n  

t h e  p a s t .



The allocation
Employer retiree liabilities $ 4 5 3 , 4 2 8

Total retiree liabilities 7 ,1 3 1 .9 7 4 , 5 7 9

%  allocated to employer .0 0 6 %
Retiree reserve account balance 6 , 1 9 4 ,0 5 5 , 9 5 6

Account balance allocated to employer $ 3 9 3 , 8 8 3

Even though employer has not contributed to this account

Note: This is the impact if the employer’s retiree liabilities 
are growing; however, the reverse is the impact if the 
employer’s retiree liability is declining.

• 4  ̂ r ''s '

*  ' 
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J  Transfer
AS 3 9 .3 5 . 1 0 0  states, “Upon retirement, the amount 
actuarially determined. . .to fully fund benefits. . .shall be 
transferred. . .from the employer contribution account into 
the retirement reserve account.”

■ Transfer, from the employer's active asset account, 
the balance needed to fully fund the employer’s 
retiree reserve asset account
■ Compare the assigned assets to the allocated 

liabilities and transfer the difference ^



The transfer
P e r  s t a t u t e ,  t h e  r e t i r e e  r e s e r v e  a c c o u n t  i s  t o  b e  

f u l l y  f u n d e d .

E m p l o y e r  r e t i r e e  l i a b i l i t i e s

A c c o u n t  b a l a n c e  a l l o c a t e d  

t o  e m p l o y e r

A m o u n t  t r a n s f e r r e d  f r o m  

e m p l o y e r  a c t i v e  a c c o u n t

4 'S 2 : 3 g

1 9

$ 453,428

393.883 

$ 59,545



Effect of allocation and 
transfer

Participating employer has the following assets in the Plan at 
6 / 3 0 / 0 5  after transfer to fully fund the retiree reserve 
account.

Assets Liabilities
Active

(2 3 7 , 8 1 9  + 3 2 ,2 6 1 -5 9 ,5 4 5 ) $ 2 1 0 , 5 3 5  1 8 , 1 0 7

Allocated share of retiree 
reserve account
(3 9 3 , 8 8 3  + 5 9 ,5 4 5 ) 4 5 3 . 4 2 8  4 5 3 . 4 2 8

Total $ 6 6 3 , 9 6 3  4 7 1 , 5 3 5
C-j ^

■Over funded by $1 9 2 ,4 2 8 . I  s ■' i  *?*•
* S *

2 0
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Liabilities
A n n u a l l y  c a l c u l a t e d  b y  e m p l o y e e  

■  A l l o c a t e d  t o  i n d i v i d u a l  e m p l o y e r

■ B a s e d  o n  p r o  r a t a  s e r v i c e  e a r n e d  w i r h  

e m p l o y e r

■ D o e s  n o t  t a k e  i n t o  a c c o u n t  s a l a r y  e a r n e d  

w i t h  e m p l o y e r

b  C o n c e r n s  h a v e  b e e n  r a i s e d  a b o u t  t h i s

a l l o c a t i o n  p r o c e s s  a s  w e l l
£  >  
a  O r '•

y  t  : 
i s f  ^ 4j
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Liability allocation 
J  example

O n e  e m p l o y e e  i s  a  c o v e r e d  e l e c t e d  o f f i c i a l  f o r  

t h e  C i t y  o f  X  f o r  5  y e a r s  e a r n i n g  5  y e a r s  o f  

s e r v i c e  c r e d i t .  I s  p a i d  $ 1 , 0 0 0  f o r  a t t e n d i n g  

m e e t i n g  d u r i n g  t h e s e  5  y e a r s .

S a m e  e m p l o y e e  w o r k e d  f o r  C i t y  o f  Z  f o r  

5  y e a r s  p r i o r  t o  s e r v i n g  a s  e l e c t e d  o f f i c i a l .  

W a s  p a i d  $ 2 0 0 , 0 0 0  f o r  t h e  5  y e a r  p e r i o d .



J  Example (cont.)
A c t u a r y  c a l c u l a t e s  a  $ 7 5 0 , 0 0 0  l i a b i l i t y  f o r  t h e  m e m b e r .  

T h i s  l i a b i l i t y  i s  a l l o c a t e d  t o  e m p l o y e r s  a s  f o l l o w s :

S a l a r y S e r v i c e %  b y L i a b i l i t y

P a i d E a r n e d e m p l o v e e A l l o c a t e d

C i t y  X $  1 , 0 0 0 5  y r s 5 0 % $ 3 7 5 , 0 0 0

C i t y  Z $  2 0 0 , 0 0 0 5  v r s 5 0 % 3 7 5 , 0 0 0

T o t a l 1 0  y r s 1 0 0 % $ 7 5 0 , 0 0 0

N o t e :  E x t r e m e  e x a m p l e  t o  c l e a r l y  r e f l e c t  t h e  i m p a c t  o f  

c u r r e n t  p r a c t i c e .  A p p r o x i m a t e l y  7 3 5  o r  1 . 2 %  o f  a l l  P E R S  

m e m b e r s  h a v e  s e r v i c e  i n  b o t h  c a t e g o r i e s  s h o w n  a b o v e *  %
RfV'*

%  
a-
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Impact on Contribution 
Rates

A s s e t s  -  L i a b i l i t i e s  =  S u r p l u s  o r

(Unfunded Liability)

C o n c e r n s  r a i s e d  a b o u t  b o t h  t h e  a s s e t s  a n d  

l i a b i l i t i e s  a s s i g n e d  t o  e m p l o y e r s ,  i n d i v i d u a l l y ,  a n d  

c o l l e c t i v e l y ,  i m p a c t  t h e  e m p l o y e r ’ s  u n f u n d e d  

l i a b i l i t y .

U n f u n d e d  l i a b i l i t y  -  b a s i s  o f  t h e  p a s t  s e r v i c e  c o s t  

p o r t i o n  o f  t h e  e m p l o y e r ’ s  c o n t r i b u t i o n  r a t e .



Proposed Solution
■ Cost Share Legislation -  long range

■ Redesign the PERS DB plan -  align with TRS
■ All employers share the cost/income of the 

Plan (benefits, administration, and investment)
« One uniform, less volatile, contribution rate

■ ARMB supports concept -  Resolution 2007-04
■ AML supports concept
■ Administration of plan simplified
■ Will be introduced by the Governor
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ALASKA STATE LEGISLATURE
Senate Finance Committee

Senator Bert Stedman, Co-Chair Senator Lyman Hoffman, Co-Chair
State Capitol, Room 516 State Capitol, Room 518
Juneau, AK 99801-1182 Juneau, AK 99801-1182
(907) 465- 3873 - Phone Phone - (907) 465- 4453
(907) 465-3922 - Fax Fax - (907)465- 4523
Senator_Berl_Stediiinn@legis.stnte.nk.us

Official Business Sc,n<itor_Lynian_Hoffnunv0lcgis.stntc..ik.us

MEMORANDUM
DATE: March 14“', 2007

TO: Senate Finance Committee Members and Staff

FROM: Senator Bert Stedman, Co-Chair

RE: February 20“’ PERS & TRS Presentation Follow-up

On February 20th, David Teal, Legislative Finance Division Director gave the 
committee a brief overview of the financial assistance the state has provided to PERS 
employers over the last 4 years.

During the presentation, a question was raised about what impact a large cash 
infusion might have on employer contribution rates. Last fall, the Division of 
Retirement and Benefits asked Buck Consultants, the state's actuary, to calculate the 
impact of a single $500 million cash contribution on future employer contribution 
rates for PERS and TRS. Buck provided that information to the Division on October 
9th, 2006 and I've attached it for your information.

Mr. Teal's presentation also included bar charts showing state and local 
contributions to PERS from FY 200*1 to FY 2008 as a percentage (page 6) and in 
dollars (page 7). The charts only showed what actual contributions were made -  not 
what contributions the state's actuaries recommended should be made. Because the 
actuarially calculated contribution rates where much higher than those actually 
adopted by the Alaska Retirement Management Board (ARMB) and its predecessor 
boards, I had those charts redone to show that difference. The new charts are 
attached for your information.

I look forward to continuing to work with you on this important issue over the next 
several months.

mailto:Senator_Berl_Stediiinn@legis.stnte.nk.us


Senate Finance Committee Memorandum March 14th, 2007
Re: Feb 20th PERS &: TRS Presentation Follow-up__________________________________________

Attachments:

1) Letter to Ms. Traci Carpenter, Dir, Div of Retirement and. Benefits from David 
H. Slishinsky, Principal and Consulting Actuary, Buck Consultants dtd 
10/9/06 (3 pgs)

2) Excel charts -  State & Local Contributions to Local PERS by % and by $ (2 pgs) 

cc:

David Teal, Director, Leg Fin Div

Melanie Milihorn, Director, R&B, Dept of Admin
Senate Finance Committee Secretary

Page 2 o f 2



buckcon su lta n ts
a n  a c s c o m p a n y  a o s

October 9, 2006

VIA EMAIL

Ms. Traci Carpenter
Director
State of Alaska
Department of Administration
Division of Retirement and Benefits
333 Willoughby Avenue
6lh Floor State Office Building
Juneau, AK 99811-0208

Re: PERS and TRS -  E ffec t o f Add itio na l $500 M illion State C on tr ib u tion

Dear Traci:

As requested, we have set up three different scenarios to calculate the impact of a $500 million contribution on 
the future Employer Contribution Rates for the Stale of Alaska Public Employees' Retirement System (PERS) 
and Teachers’ Retirement System (TRS). The three scenarios that were taken into consideration were:

• Scenario 1: 100% of the contribution allocated to TRS,
• Scenario 2: 100% of the contribution allocated to PERS. and
• Scenario 3: Allocate $500 million based on the unfunded liability of PERS and TRS as of June 30, 2005.

This allocation provides fo ra $182.9 million contributipn io TRS and $317.1 million to PERS.

The scenarios were calculated as of the most recent actuarial valuation as of June 30, 2005. The contribution is
assumed to be made on January 1, 2007. The results of our calculations are attached.

Exhibit 1 shows a 25-year projection of expected employer contribution rates based on DB payroll only. Exhibit 
2 shows the expected amount of employer contributions during the same period, and the savings to employer 
contributions over 25 years resulting from the additional contribution.

The results are based on the data, assumptions, methods and plan provisions as described in the
June 30, 2005 valuation reports, The amortization of the past service cost rate assumes no payroll growth. All 
other assumptions are the same as the valuation.

If you have any questions regarding these calculations, please call.

Sincerely,

David H Slishinsky, ASA 
Principal and Consulting Actuary

/mip
P V\Jnnn\A!a*im\2000'J!r1l502fi1ii« Uoc
Enclosures

c: Ms. Charlene Morrison 
Ms. Michelle DeLange

'.tuof Center 1200 17m Street S u le l2M *0 en vc -r CO 60202 
.TO 35fJ 7700 -720359 7701 Jiim



EXHIBIT 1

State of Alaska PERS and TRS 
Projected Impact of Additional Funding 

Projection of Actuarial Contribution Rates on DB Payroll Only

PERS TRS

F isca l Year
C u rre n t

P ro je c tio n s S cena rio 2 S cenario 3 F isca l Year
C u rre n t

P ro je c tio n s S cena rio 1 S cenario 3

2006 16.77% 16.77% 16.77% 2006 21.00% 21.00% 21.00%

2007 21.77% 21.77% 21.77% 2007 26.00% 26.00% 26.00%

2008 39.76% 39.76% 39.76% 2008 54.03% 5 4 /3 % 54.03%

2009 41.68% 41.68% 41.68% 2009 53.14% 53.14% 53.14%

2010 46.35% 43.38% 44.47% 2010 60.01% 51.43% 56.87%

2011 48.47% 45.06% 46.31% 2011 62.17% 52.44% 58.61%

2012 51.13% 47.22% 48.65% 2012 66.20% 55.02% 62.11%

2013 53.52% 49.33% 50.87% 2013 70.80% 58.70% 66.37%

2014 56.21% 51.71% 53.36% 2014 75.95% 62.92% 71.18%

2015 59.40% 54.60% 56.36% 2015 80.68% 66.82% 75.61%

2016 61 99% 56 89% 58.76% 2016 86.05% 71.14% 80 60%

2017 65.52% 60.05% 62.05% 2017 93.76% 77.34% 87.76%

2018 69.07% 63.19% 65.34% 2018 105.28% 86.94% 98.57%

2019 73.18% 66.77% 69.11% 2019 112.26% 92.56% 105.05%

2020 80.28% 73.15% 75.76% 2020 123.56% 101.79% 115.59%

2021 86.02% 78.25% 81.09% 2021 135.15% 110.94% 126.29%

2022 92.71% 84.18% 87.29% 2022 160.68% 131.95% 150.17%

2023 99.82% 90.38% 93.83% 2023 177.76% 145.68% 166.02%

2024 112.37% 101.49% 105.46% 2024 205.31% 168.28% 191.77%

2025 128.86% 116.25% 120.86% 2025 231.28% 189.57% 216.02%

2026 141.00% 127.02% 132.12% 2026 258.19% 211.38% 241 06%

2027 156.53% 140.76% 146.52% 2027 299.28% 244 25% 279.14%

2028 174 58% 156.61% 163.17% 2028 389.64% 318.05% 363.45%

2029 209.01% 187.19% 195.16% 2029 467.07% 381.38% 435.72%

2030 161.35% 135.26% 144.79% 2030 328.54% 23035% 292.62%

2031 172.32% 142.00% 153.07% 2031 379.36% 245.33% 330 33%

Scenario 1. Add to TRS an additional $500 million in FY07
Scenario 2: Add to PERS an additional $500 million in FY07
Scenario3 A llocate S500 million based on the unfunded liability in FY07 ($182 9 m illion for TRS and $317.1

m illion for PERS)

Data. Assumptions. Mothorls and Plan Provisions:
• Assets are assumed to earn 8 25%.
• The additional contribution is assumed to be made on January 1. 2007. Therefore, the first rate that will bo 

impacted is for FY10.
« Assumes contribution will be on OB payroll only,
• No payroll grow th is used for FY08 rates and la te r.
• No new members after July 1, 2006.
• All other data, assumptions, mothods and plan provisions nre the same as those described in the Juno 30, 2005 

valuation reports

I' •4ilMtlnUI.HkaUO<WW(l002GM( doc buck r: i ,Mu's i



EXHIBIT 2

State of Alaska PERS and TRS 
Projected Impact of Additional Funding 

Projection of Actuarial Contribution

PERS TRS

F isca l Year
C u rren t

P ro je c tio n s S cenario 2 S cenario 3 F isca l Year
C u rren t

P ro je c tio n s Scenario 1 Scenario 3

2006 $ 266,122 S 266,122 S 266,122 2006 S 117,764 S 117,764 S 117,764

2007 356,010 856,010 673,110 2007 148,886 648,886 331,786

2008 615,097 615,097 615,097 2006 289.826 289.826 289,826

2009 616,035 616,035 616,035 2009 275,138 275,138 275,138

2010 654,751 612,796 628,194 2010 296,199 253.849 280,700

2011 654,781 608,715 625,601 2011 290.951 245.415 274,290

2012 657,480 607,201 625,589 2012 293,955 244.311 275,794

2013 655,046 603,763 622,612 2013 300,369 249,035 281,575

2014 657,057 604,455 623,743 2014 304,028 251,869 284,934

2015 656,760 603,688 623,148 2015 297,698 246,556 278,990

2016 647,179 593,935 613,458 2016 289,435 239,284 271,104

2017 637,911 584,654 604,126 2017 299,844 247,333 280,656

2018 614.819 562,479 581,617 2018 310,515 256,423 290,724

2019 609,087 555,736 575,212 2019 303.087 249.900 283.621

2020 621.0B6 565,925 586,117 2020 286,941 236,385 268,432

2021 612,816 557,462 577,694 2021 288,449 236,778 269,539

2022 584,316 530,555 550,156 122 304,787 250,291 284,851

2023 556,002 503,421 522,638 :0 2 3 306,657 251,315 286.404

2024 579,061 522,994 543,452 2024 323,530 265,177 302,193

2025 603,189 544,162 565,741 2025 317,122 259,931 296,198

2026 591,726 533,057 554.460 2026 279,220 228,597 260.694

2027 554.086 498,264 518,653 2027 280,003 228,518 261.161

2028 532,062 477,296 497.288 2028 329,784 269,191 307,617

2029 565.899 506,821 528,400 2029 297,883 243,233 277,889

2030 390,286 327,178 350,230 2030 166,281 116,585 148,101

2031 362.420 298.652 321.934 2031 158,755 102,666 138,236

Total S 14,851,084 S 14,156,471 S 14.410,426 Total $ 7,157,106 S 6,504.256 S 6.918.219

Savinas S 694,613 S 440,658 Savings s 652,850 S 238,887

Scenario 1: Add to TRS an additional S500 million in FY07
Scenario 2: Add to PERS an additional S500 million in FY07
S cena rio 3. Allocate S500 million based on the unfunded liability in FY07 (S182 9 million for TRS and o3 I7

million for PERS)

Data. Assumptions. Methods and Plan Prov's ions:
• assets are assumed to earn 8 25%.
. i no additional contribution is assumed to bo mado on January 1. 2007 Thoroforo, the first rate that will be

impacted is for FY10
• Assumes contribution will be on DD payroll only.
• No payroll growth is used for FY08 rates and lator
• No new members after July 1, 2006.
. All other data, assumptions, methods and plan provisions are the same os those doscribed in Iho Juno 30. ..005

valuation reports.
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Financial Contributions to Municipal PERS (%)

4 5 %

4 0 %

3 5 %

3 0 %

2 5 %

20%
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5 %

0 %

■  S t a t e  C o n t r i b u t i o n  

□  L o c a l  C o n t r i b u t i o n  
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6.77%

F Y 2 0 0 4

0.00%

6 .7 7 %

6 .7 7 %

0.00%

11.77%

24.91%

F Y 2 0 0 3 *

10.74%

21.77%

32.51%

F Y 2 0 0 8

17.99%

21.77%
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Financial Contributions to Municipal PERS ($

$ 1 8 0

$ 1 6 0

$ 1 4 0

$120

$100

$ 8 0

$ 6 0

$ 4 0

$20

$-

■ State M uni Assistance 
□ LocalCont @ Adopted Rate 
'•Cont Required @ Actuary Rate

$25.73

$97.51.

$117.07
$D3.34

$170.1

$139.06

I) v f*

FY2004 FY2005 FY2006 FY2007 FY2008' FY2008

$* $- $18.40 $18.60 $45.94 $77.50
$25.73 $46.07 $47.46 $69.65 $93.12 $93.12
$25.73 $97.51 $103.34 $117.07 $139.06 $170.08

Feb 20. 2007 -  Updated Mar 14. 2007 Sen Fin Com -  PERS Funding
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■ Our value: All lives have equal value 
■ Our goal: Every person gets the opportunity to live a healthy, 
productive life

■ W hat we do:
» Help harness advances to benefit people who need them the most 

» Encourage shared responsibility for all

■ How we do it:
» Focus on a limited set of problems 

» Promote innovative solutions

» Create partnerships with governments, businesses and non-profits 

» Share results and adjust our strategies as we learn



■ G loba l D e ve lo pm en t
» agricultura l Development 

» Financial Services for the Poor 

» Global Libraries

■ G loba l Hea lth
» Priority Diseases & Conditions 

» Breakthrough Science 

» Other Initiatives

■ U n ite d S ta te s
» Education 

» U.S. Libraries 

» Special Initiatives

» Pacific Northwest (limited to Washington State and the Greater 
Portland area)



In u u t i t i t u n :

- Launch (2000-2002)

■ Going to Scale (2003-2005)
■ Learn, Reflect, & Finish (2006-2008)
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■ Gates Foundation approached cities, counties, and state about 
entering into a collaborative effort to address homeless family 
issues

■ $40 million commitment made by Gates Foundation in July 2000 
was a caialyst to alignment of existing resources and stimulation 
of new funding streams

■ Strong partnerships established with local and regional 
governments and housing authorities

■ Goals: System change and creation of an unprecedented 
number of housing units for homeless families



A C H D H A S E((
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■ System Improvement: leverage and coordinate capital and 
service resources for homeless far. dies across multiple systems

■ O rganizationa l Impact: enhance capacity of developers/service 
providers to develop and manage 1,500 units of service- 
enriched housing

■ Fam ily Benefit: increase ability of families to obtain and sustain 
housing. Improve economic status and well-being.



1 . L A U N C H  P H A S E  

S o l i d i f y  K e y  P a r t n e r s h i p s

Memorandum of Understanding 
signed with public jurisdictions
» Tacoma and Pierce County
» Seattle and King County
» Everett and Snohomish County
» State of Washington
Memorandum of Understanding 
signed with housing authorities
» Pierce, King, Snohomish 
Everett, Seattle, Tacoma, and 
Renton



1 . L A U N C H  P H A S E

T h e  S o u n d  F a m i l i e s  ' I n c e n t iV '

■ Capital and service dollars from the foundation provide critical 
leverage and promote alignment and enhancement of existing 
funding streams
» Up to $20,000 per unit for capital expenses
» Up to $1,500 per unit per year for services for five years, committed 
at the front end

» Capital funds plus five years of guaranteed service funds lie near 
the core of the viability and stability of Sound Families projects

8



L A U N C H  P H A S E

P a r t n e r s  d e l i v e r  K e y  r e s o u r c e s

Capital funders -  aligned 
resource decisions
» Washington State Tax 
Credit Criteria revised to 
prioritize homeless units 
and to allow set-aside of 
transitional as part of larger 
project

» City, county and state 
housing trust funds made 
substantial investments

» Total other resources 
leveraged by Gates 
Foundation exceeds $175 
million to date



■ Housing authorities -  delivered 
Section 8
» HUD waiver was secured to allow 
Section 8 allocation to Sound 
Families transitional housing units 
and either Section 8 voucher or 
priority for public housing upon 
exit

» Overall, PHA’s committed 1,200 
vouchers -  an exceptional level of 
project-based Section 8 for 
supportive housing

» Section 8 adds revenue of $6-8K 
per unit per year

r r . R S



■ N ew p a rtn e rs h ip s fo rm
» Private housing 
owners/service providers

» Nonprofit housing 
owners/service providers

» Housing authorities/service 
providers

■ In itia tiv e e vo lv e s as e a r ly 
le s so n s a re lea rned

P | _ J  A  C C  l l t t O  C

P a r t n e r s h i p s  a r i d  f u n d i n a  c h a n g e s

» Service Reserves in lieu of 
Capital

» Advanced Funding Initiative 
» Permanent Housing Pilot

11



■ 2004 preliminary evaluation findings 
show Service enriched housing 
promotes:
» Housing stability
» Increased economic self-sufficiency

■ Public policy makers and advocacy 
community show interest in findings

■ Sound Families findings and 
legislative interest combine to create 
the Washington Families Fund



■ Created in 2005 to replicate Sound Families model statewide

» Authorized by the Washington State Legislature in 2004
» The Fund expands availability of supportive housing by providing 
stab!e long-term funding for housing-based services across 
Washington State

» Services funding is committed for up to 10 years at the front end of 
the granting process

» Operating costs of projects will be covered by Section 8 Housing 
Choice Vouchers or other sources through local housing authorities 
and state rental assistance programs

» State and philanthropic sector commitments mutually leveraged: 
Fund may total $12 million by end of 2007

» Funds and grants are managed through a community-based 
intermediary

1 3



■ 42 unique Sound Families grantees, 78 separate grants made, 
100 unique projects

■ King County: 706 units, $19.6 million

■ Pierce County: 251 units, $6.5 million
■ Snohomish County: 308 units, $8 million

■ Average grant: $812,000
■ 94% or 1,188 units funded by Sound Families to date have 
included Section 8 awards from our Housing Authority partners

1 4



3 . L E A R N ,  R E F L E C T  &  F I N I S H

E v a l u a t i o n  f i n d i n a s

Latest Case S tudy F ind ings -  January 2007

Methodology:
* Evaluator 
interviews with 
families

■ One and two years 
after families leave 
service-enriched 
housing programs

1 5



H O U S I N G  T W O  Y E A R S  A F T E R  E X I T

■ 87% in permanent housing

■ 8% living with family or friends
■ 5% back in transitional housing

■ 69% using Section 8
■ 22% had moved in the past year

N=40 families with 2 year post­
exit interviews

1 6



■ Median FMR in Washington state is $745/month*

■ Six months after exit, families were paying a median of 
$ 172/month for rent

■ One year after exit, families were paying a median of 
$271/month for rent

* Out o f Reach, 2004, NLIHC, based on HUD FMR data.

1 7
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I N C O M E  f

M e d i a n  h o u r l y  w a g e  i n c r e a s e s

$ 1 2 .0 0

$ 8 .0 0

$4.00

$ 0 .0 0

$8.40

Intake*

$11.50-

$ 1 0 .0 0

E x i t 6 mos after 1 y e a r  after  
exit exit

At last job held. N=51
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C H A N G E S  IN  T A N F  R E C E I P T  

D e c r e a s i n a  T A N F  e n r o l lm e n t
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L E V E L  O F  S O C I A L  S U P P O R T  

C o n t i n u e s  t o  i n c r e a s e  a f t e r  e x i t
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C H I L D R E N  A N D  S C H O O L  S T A B I L I T Y

25% 

2 0 %

15%

1 0 %

5%

0 %

*Data are for family’s oldest child attending more 
than 2 schools in past year, N=35.

Intake Exit 6 mos after 1 year after
exit exit

22



■ Housing + services are effective in stabilizing families in housing 
and improving other life outcomes

“(I was able) to find 
new personal 
strengths. I didn’t think 
I could finish school 
and could turn things 
around.. ju s t  having 
a hope that things 
could get better.

2 3



■ Families require varying levels of support to succeed; some 
require intensive services

■ Few families are able to transition into market rate housing; 
families typically continue to need some form of rent assistance

■ Families need access to mainstream services while living in 
transitional housing and after moving to permanent housing



L
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■ Building and enhancing the capacity of community-based 
organizations to provide housing and services is critical

■ Case managers are central to family success
■ Integrated, rather than fragmented, models of care are essential, 
even when funding is adequate

■ Partnerships take awhile to solidify, require a lot of effort, and 
require a deep commitment to last



I

3 . L E A R N ,  R E F L E C T ,  A N D  F I N I S H

L e s s o n s  l e a r n e d :  s y s t e m s  l e v e l

■ Local responses depend on federal and state policies related to 
housing subsidies and entitlements

■ Braiding of resources further “upstream” creates efficiencies for 
providers

■ Housing, service and workforce systems are not yet well aligned

■ More progress is needed to secure and integrate mainstream 
funds for housing-based supportive services

■ Successful philanthropy collaborations require strong 
philanthropic leadership, educating other potential funders, and 
building in opportunities for “aligned” funding

2 6



■ Sustainability of intermediary and grantee partners must be 
considered from the beginning

■ Leadership coordination takes a lot of effort and it is difficult to 
incorporate funding to pay for this type of work

■ Reductions/uncertainty in government funding programs makes 
private philanthropy nervous

■ Shorter term interests of private philanthropy makes government 
partners nervous

■ Up-front, multi-year commitment of service funding allows 
projects to achieve stability over time and through periods of 
economic/funding uncertainty

2 7



, R E F L E C T ,  A M D  F I N I S H
" ' " I  H [ p C

Final funding round of 
Sound Families 
funding in 2007

WFF grows; could 
reach $12 million by 
end of 2007
Working with Sound 
Families providers to 
describe and develop 
strategies to promote 
sustainability and 
capacity over time

I
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M O V IN G  F O R W A R D  B A S E D  O N  W H A T  W E  
H A V E  L E A R N E D

■ The foundation will examine the most effective responses to 
family homelessness, and build any new strategies utilizing 
existing knowledge

■ Our activities will continue to be focused on effective 
partnerships with other key stakeholders, including the public 
sector

■ Our work in the area of family homelessness will remain focused 
in Washington State

■ We are committed to sharing with others the lessons we have 
learned and the strategies that have worked well

B l l l r - M E I I N D A
G a i t s ;  <>UH/idl llltl

29



Sound Families and the VV, ‘.shington
Fam ilies Fund

Alaska Legislative Briefing, April 16, 2007
David M. Wertheimer
Senior Program Officer, Pacific Northwest J O  I'll I Ml I l \ i n
Program MJi) M \! I N • -• - ■

W f

-Happy to bo here today 
-Overview of Sound Families and Washington Families 
Fund



BILL & MELINDA GATES FOUNDATION

■ Our value: All lives have equal value
■ Our goal: Every person gets the opportunity to live a healthy, 
productive life

■ What we do:
» Help harness advances to benefit people who need them the most 

Encourage shared responsibility for all

■ How we do it:
» F :mited set of problems

» Promise ..movative solutions
» Create partnerships with governments, businesses and non-profits 
» Share results and adjust our strategies as we learn



FOUNDATION PROGRAM AREAS
■ Global Development

>• Agricultural Development 
» Financial Services for the Poor 
» Global Libraries

• Global Health
» Priority Diseases S Conditions 

Breakthrough Science 
» Other Initiatives

■ United States
» Education 

» U.S. l ibraries 
» Special Initiatives
■) Pacific Northwest (limited to Washington State and the Greater 
Portland area)

L 3



0 bound r ami lies Sion 
IT  hree Phasesi *
m

■ Launch (2000-2002)
■ Going to Scale (2003-2005)
■ Learn, Reflect, & Finish (2006-2008)

The intention of the initiative wasn’i just to create the units, but to make it easier 
for sponsors to develop and successfully operate service-enriched housing and 
to develop models of how families are supported, so that they not only escape 
homelessness, but also improve their financial status and quality of life. This 
meant we needed to coordinate both capital and services across multiple 
systems; enhance the capacity of developers and service providers to manage 
1,500 units of service-enriched housing; and increase the ability of the families 
to obtain and sustain housing.

At the time, supportive housing was a well-regarded idea, but the burden was 
almost wholly on nonprofit developers or service providers to piece together the 
financial pieces. As a consequence, only 750 transitional housing units had been 
built in the prior two decades.

Our goal was set: to build 1,500 new transitional housing units and triple the 
number of units available in the three counties.

4



SOUND FAMILIES ORIGIN

■ Gates Foundation approached cities, counties, and state about 
entering into a collaborative effort to address homeless family 
issues

■ $40 million commitment made by Gates Foundation in July 2000 
was a catalyst to alignment of existing resources and stimulation 
of new funding streams

■ Strong partnerships established with local and regional 
governments and housing authorities

• Goals: System change and creation of an unprecedented 
number of housing units for homeless families

5

Housing and services is too big a problem and too costly for even the Gates 
Foundation to tackle with its own resources ($40 million would buy about 250 
new apartments), so they approached the people who were already working to 
create housing for homeless families...cities, counties, and the state

The Gates Foundation made the initial commitment, which brought everyone's 
attention to the issue and prompted contributions by many other funds, so that 
the total resources committed for the housing and services will exceed almost 
$200 million.



i

•I LAUNCH PHASE
Goalr .r’iKl ui.itcomes jL&Dlish&u'

• System Improvement: leverage and coordinate capital and 
service resources for homeless families across multiple systems

• Organizational Impact: enhance capacity of developers/service 
providers to develop and manage 1,500 units of service- 
enriched housing

■ Family Benefit: increase ability of families to obtain and sustain 
housing. Improve economic status and well-being.

The intention of the Sound Families initiative wasn’t just to create the units, but it 
make it easier for sponsors to develop and successfully operate service- 
enriched housing, and to develop models of how families are supported, so that 
they not only escape homelessness, but also improve their financial status and 
quality of life.

Supportive housing was a well-regarded idea, but at the time, the burden was 
almost wholly on nonprofit developers or providers to piece together the financial 
pieces, and as a consequence, only 750 transitional housing units had been built 
in the prior two decades.

The goal set for Sound Families was 1,500 so at the end, there would be triple 
the number of transitional housing units available. Business as usual would not 
get us there.

6



1. LAUNCH PHASE
Key Partin i - hij ;*.>

■ Memorandum of Understanding
signed with public jurisdictions Mk S
» Tacoma and Pierce County
» Seattle and King County k

» Everett and Snohomish County gttM k T ' tfe» State of Washington raffiaL
• Memorandum of Understanding WfiA
signed with housing authorities FjMjS
» Pierce, King. Snohomish
Everett, Seattle, Tacoma, and
Renton

We first signed MOUs with public jurisdictions in:

•Tacoma and Pierce County 

•Seattle and King County 

•Everett and Snohomish County 

•The State of Washington:

And housing authorities in:

•Pierce, King, and Snohomish counties and in Everett, Seattle, Tacoma, and 
Renton.

These MOUs helped better align our respective systems and resources to 
ensure the best service for our families, like providing for rental subsidies both 
during stays in transitional housing units and after families graduate from 
transitional housing. The MOUs also helped us to coordinate our funding 
decisions.

7



AUNOH PHASE 
he Sound Familiar "Incanliv*

■ Capital and service dollars from the foundation provide critical 
leverage and promote alignment and enhancement of existing 
funding streams
» Up to S20.000 per unit for capital expenses
Up to S1,500 per jnit per year for services for five years, committed 
at the front end

» Capital funds plus five years of guaranteed service funds lie near 
the core of the viability and stability of Sound Families projects

At the core of Sound Famines’ viability and stability is the commitment to funding 
both capital and five years of services. We dedicated up to $20,000 per unit for 
capital expenses and up to $1,500 per unit per year for supportive services for 
five years.



1. LAUNCH PHAS t
Partners rleluei key resources

■ Capital funders -  aligned 
resource decisions
» Washington State Tax 
Credit Criteria revised to 
prioritize homeless units 
and to allow set-aside of 
transitional as part of larger 
project

« City, county and state 
housing trust funds made 
substantial investments

» Total other resources 
leveraged by Gates 
Foundation exceeds S175 
million to date

The capital to develop the Sound Families units comes from three major 
sources in addition to Gates Foundation funds: local government, the 
State Housing Trust Fund (which is administered by the Department of 
Community, Trade, and Economic Development), and equity from the 
low-income housing tax credit (which is administered by the Washington 
State Housing Finance Commission).

All of these funding sources made changes in their priorities and 
allocation rules in order to enable Sound Families projects to be 
comoetitive and as a result, ihe projects to date have secured more than 
S175 million in capital and operating subsidies in addition to the 
foundation's commitment.



1 7VUNCH PHASE
PcUtner • deliver key

■ Housing authorities -  delivered 
Section 8
» HUD waiver was secured to allow 
Section 8 allocation to Sound 
Families transitional housing units 
and either Section 8 voucher or 
priority for public housing upon 
exit

» Overall, PHA’s committed 1,200 
vouchers - an exceptional level of 
project-based Section 8 for 
supportive housing
Section 8 adds revenue of S6-8K 
per unit per year

10

We were lucky to partner with the nationally-recognized, high-performing Puget Sound- 
area housing authorities. The directors of the King County and Snohomish housing 
authorities worked with the local Housing and Urban Development office to pull 
together the seven local housing authorities.

Together, they developed and signed the memorandums of understanding, secured a 
waiver from HUD, and provided technical support to each other so that all three 
counties and major cities were able to connect Section 8 with the Sound Families 
units The result was probably the largest commitment of project-based Section 8 
vouchers to a supportive housing initiative in the country. Among the three counties, 
housing authorities pledged 1,200 vouchers.

Section 8 was critical to the success of Sound Families in two ways;
1 During the transitional housing phase, Section 8 provided revenue amounting to 
56,000 to 58,000 per unit. Most of the Sound Families units were developed without 
debt, so Section 8 actually produced a revenue stream to offset the cost of 
supportive services.

2 Housing authorities also committed either tenant-based vouchers or priooty access 
to public housing units upon exit, so that the transitional housing residents had a 
plan to fall back on when they no longer needed supportive services.

The timing was opportune because federal legislation and appropriations had made 
Section 8 vouchers available in the late 1990s and early 2000


