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1 is appointed  to etirem ent."

2

3 Page 35, line 31, follow ing ""norm al retirem ent age"":

4 D elete "m eans 65 years o f  age"

5 Insert "m eans 60 m onths less than the age set ror M edicare e lig ib ility  at the time the

6 m em ber retires"

7

8 Page 58, lines 19 - 20:

9 D elete "w ithin five years after the date o f  term ination"

10

11 Page 58, line 21, follow ing "trust":

12 D elete ", w ithout interest o r o ther adjustm ent."

13 Insert "with interest. T he p rior period o f em ploym ent w ith a participating  em ployer

14 shall be credited towards eligibility’ fo r m edical benefits."

15

16 Page 58, line 24, follow ing "plan":

17 In s e r t", except m em bers do not have to retire directly  from  the system "

18

19 Page 92, line 1, through page 94, line 18:

20 D elete all m aterial and insert:

21 "Sec. 39.35.870. R e tire m e n t, (a) In order to obtain  m edical benefits under

22 AS 39.35.880 an active m em ber m ust retire directly from the plan. A m em ber is

23 eligible to retire from the plan i f  the m em ber has been an active m em ber for z i  least 12

24 m onths before application for retirem ent and

25 (1) the m em ber has at least 30 years o f  m em bersh ip  service; or

26 (2) the m em ber reaches the norm al retirem ent age and has at least 10

27 years o f  m em bership service.

28 (b) The norm al retirem ent age is 60 m onths less than the age set for M edicare

29  eligibility  at the tim e the m em ber retires.

30 (c) A m em ber m ust apply to the adm inistrator for appoin tm ent to retirement.

31 A pplication shall be m ade on form s and in the m anner prescribed  by the adm inistrator.
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(d) A m em ber wno continues in the em ploy o f  the em ployer afte r reaching 

norm al retirem ent age shall continue to participate in the plan and to have 

contributions allocated to the m em ber's account.

Sec. 39 "">.880. M edica l benefits, (a) The m edical benefits availab le to 

eligible persons are access to the retiree m ajor m edical plan. A ccess to the retiree 

m ajor m edical plan m eans that an eligible person m ay not be denied m edical coverage 

except for failure to pay  the required prem ium .

(b) The fo llow ing persons are eligible for the retiree m ajor m edical insurance 

plan provided under th is ection and m ay elect coverage under it:

(1) a m em ber with at least 30 years o f  se iv ice  and who retires directly

from the plan;

(2) the surviving spouse o f  a m em ber who elected  coverage under (11 

o f this subsection;

(3) a m em ber who reaches the norm al retirem ent age as provided  in 

AS 39.35.860, has at least 10 years o f  service, and retires d irectly  from the plan;

(4) the surviving spouse o f  a m em ber who elected coverage under (3) 

o f  this subsection.

(c) Retiree m ajor m edical plan coverage eiected by an eligible m em ber under 

this section covers the eligible member, the spouse o f  the eligible m em ber, and the 

dependent children o f  the qualified member.

(d) Retiree m ajor m edical plan coverage elected by the surviving spouse o f  an 

eligible m em ber under this section covers the surviving spouse and the dependent 

children o f  the eligible m em ber who are dependent on the surv iving  spouse.

(e) A person o ther than an eligible m em ber is not eligible for coverage if, 

during the t me the elig ible m em ber was an active m em ber, the person was

(1) not m arried to the m em ber; or

(2) not a dependent child o f  the m ember.

(0  M ajor m edical coverage takes effect on the first day o f  the month 

following the date o f  the election and stops when the person  who elects coverage 

under (b) o f  this section dies or fails to make a required prem ium  paym ent.

(g) The coverage for persons who are eligible for M edicare is the sam e as ihat



1 available for persons w ho are not yet elig ible for M edicare. The benefits payable to

2 those M edicare eligible persons supplem ent any benefits provided under th e  M edicare

j  program .

4 (h) The m edical and optional insurance prem ium s ow ed by the person  who

5 elects coverage under (b) o f  this section shall be deducted from the health

6 reim bursem ent arrangem ent. If the am ount o f  the health  reim bursem ent arrangem ent

7 becom es insufficient to pay the prem ium s, the person w ho elects coverage under (b) o f

8 this section shall pay the prem ium s directly.

9 (i) The adm inistrator shall set on an annual basis separate retiree health

10 coverage prem ium s for participants who are M edicare eligible and for participants

11 who are not yet M edicare eligible. An increase in the prem ium  am ount m ay not

12 exceed five percentage points annually. A participant's share o f  the applicable

13 prem ium  shall be determ ined according to (j) and (k) o f  th is section.

14 (j) Participants who have not attained norm al retirem ent age are required  to

15 pay the full am ount o f  the applicable m edical health  coverage prem ium .

16 (k) Participants who have attained norm al retirem ent age are elig ib le for a

17 subsidy applicable to the cost o f  the applicable prem ium . The subsidy percentage

18 applicable to the cost o f  prem ium s payable by the participant is 30 percent i f  the

19 m em ber had 10 years o f  service; for each additional year o f  service after the m em ber’s

20 10th year o f  sendee , the discount increases by three percentage points; how ever, the

2 ! m axim um  discount is 90 percent if  the m em ber has 30 or m ore years o f  service. The

22 applicable subsidy percentage shall be applied to the subsidy base to determ ine the

23 dollar am ount o f  the subsidy that is applied against the cost o f  the prem ium

24 (/) Participants who are eligible for M edicare will use the subsidy base for

25 M edicare-eligible prem ium s. Participants who are not yet eligible for M edicare will

26 use the subsidy base for non-M edicare eligible prem ium s.

27 (m ) The subsidy base fcr M edicare-eligible participants will be the sam e as

28 the prem ium  am ount for M edicare-eligible participants in the fi-st year o f  th is  plan and

29 the subsidy base for non-M edicare eligible participants will be the ,ame as the

30 prem ium  am ount for non-M edicare-eligible participants in the first year o f  this plan.

31 Each subsidy' base will increase five percent each year o r the rate at w hich the actual

. . :4-LS0637\L7

i -7-



24-LS0637vL.7

1 prem ium  am ount increases for the corresponding  aged participants, w hichever is less.

2 (n ) T he eligibility for retiree m ajor m edical coverage for an alternate payee

3 under a qualified  dom estic relations o rder shall be determ ined based  on th e  eligibility

4 o f  L \ m em b er to elect coverage. The alternate payee snail pay the full m onthly

5 prem ium  for retiree m ajor medical coverage.

6 (o) The adm inistrator shall establish  the m onthly group p rem ium s for retiree

7 m ajor m edical coverage. N othing in AS 39.35.700 - 39.35.895 guaran tees a person

8 w ho elects coverage under (b) o f  th is section  a m onthly group prem ium  rate for retiree

9 m ajor m edical coverage other than the prem ium  in effect for the m onth  in w hich the

10 prem ium  is due for coverage for that m onth.

11 ( j A m em ber is eligible to apply  for reim bursem ent from the health

12 reim bursem ent arrangem ent plan after a m inim um  o f  10 years o f  service and does not

13 have to retire  directly  from the system .

14 (q ) In th is section,

15 (1) "health reim bursem ent arrangem ent" m eans the p lan  established in

16 AS 39.30.300;

17 (2) "retires directly from  the plan" m eans that the m em ber has been an

18 active m em ber for at least 1? consecutive m nnths im m ediat My before the tim e that th ?

19 m em ber applies to the adm inistrator for appointm ent to retirem ent and that the

20 m em ber con tinues as an active m em ber up through the day before the Jay  the m em ber

21 is appoin ted  to retirem ent."

22

23 Page 101, line 28, follow ing ""normal retirem ent age"":

24 Delete "m eans 65 years o f  ag t"

25 Insert " m eans 60 m onths less than the age set for M edicare e lig ib ility  at the time the

26 m em ber retires"

27

28 Page 105, line 23 •

29 Delete "sec. 60"

30 Insert "sec. 6 T '

3!
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1 Page 107, follow ing line 30:

2 Insert a new  bill section *o read:

3 "* Sec. 140. The uncodif.ed law  o f  *he State o f  A laska is am ended by adding a new  section

4 to re d:

5 R EPO R T TO  TH E L E G ISL A T U R E  3 Y  THE D IV ISIO N  O F R ETIR EM EN T AND

6 BEN EFITS. The division o f  retirem ent and benefits will provide an annual report to the

7 legislature regarding the cost savings m easures it has im plem ented by regulation as de.ncribtJ

8 in sec. 1 o f  tftis Act."

9

10 R enum ber the following bdl sections accordingly.

11

12 Page 109, line 19:

13 D elete "SECTIONS 139 A N D  140"

14 Insert "SECTIONS 141 A N D  142"

15

’ 6 Page 109, l in e 20:

17 D elete "secs. 139 and 140"

18 Insert "secs. 141 and 142'

19

20 Page 109, lines 21 - 22:

21 D elete "secs. 139 and 140"

22 Insert "secs. 141 and 142"

23

24 Page 109. line 23:

25 D elete "Sections 11, 12, 14, 1 5 ,2 0 , 89 - 94, 107, I I 4, and 131"

26 Insert "Sections 12, 13, ! 5. 16, 21, 90 - 95, 1 OS, 115, and 132"

27

28 Page 109, line 25:

29 Delete "Section 141"

30 Insert "Section 143"

31

L -9-
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1 Page 109, line 26:

? D elete "secs. 142 and 143"

3 Insert "secs. 144 and 145"

. . . 24-LS0637\L.7
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4/18/05

i t  c  — ^
A M E N D M E N T  * * *

O FFERED  IN TH E H O U SE BY R E PR E SE N T A T IV E  SEA TO N

TO: CSSB 141 (FIN )

1 Page 46, line 30, follow ing "system ":

2 Insert "selected from a list o f  three to five persons nom inated by the m em bers o f  the

3 system "

4

5 Page 46, line 3 1, follow ing "system ":

6 Insert "selected from a list o f  three to five persons nom inated by the m em bers o f  the

7 system"

8
9 Page 47, line 2:

10 Follow ing "term s o f :

11 D elete "three"

12 Insert "six"

13 Follow ing "total o f ':

14 Delete "three"

15 Insert "two"

16

17 Page 47, line 3, follow ing "served":

18 Delete "three"

19 Insert "two"

20

21 Page 105, line 26. follow ing "AS 39.05.055(7).":

"V. Insert "N otw ithstanding AS 39.05.055(7), the term s o f  the two finance officers

23 appointed under AS 37.10.210(b)(2) and (3), as repealed and reenacted by sec. 59 o f  this Act,

L -I-



1 shall be set so  that the term  o f  one j f  the finance officers exp ires three years apart from the

2 term  o f  the o ther finance officer, and the term s o f  the tw o m em bers o f  the retirem ent systems

3 appointed under AS 37.10.210(b)(4) and (5), as repealed and reenacted by sec. 59  oi this Act,

4 shall be set so th a t the term  o f  one o f  the m em bers e ro ire s  three years apart from  the term o f

5 the o ther m em ber."

24-LS0637\L.8
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A m endm ents per/ request o f R epresentative Bob Lynn ^

Conceptual Amendments to Section 37.10.210
Page 46  Line 21: Include one trustee from  general public

Line 29: InclucL tw o trustees from  PERS
I jn e  31: Include tw o trustees from  TR S



Changes to CSSB 141 to be incorporpted in a House 
State Affairs CS

* %  

* 7  .

R equires the A laska R etirem ent Board to evaluate the p lan’s projected liabilities 
annually

p. 3 line 12. In s til  "(e) A report o f the valuation o f the p lan ’s projected liabilities." 

'""Establishes a floor for em ployer contributions at 11 % for TR S and 10% for PERS

p.8 line 10. D elete "less than" and insert "the lesser o f ’
line 11 after "active m em bers" insert “ 11 percent for TRS em ployer and 10 percent for 
PERS em ployers"

["Clarifies that membership 
I of employment

to the system  com m ences for teachers on their first day

p. 15. line 13. A fter "contribution  retirem ent p lan .” Adu "A  teacher becom es a m em ber 
on their first date o f em ploym ent."

C larifies language

p. 32 line 10, insert " ’m em ber contribution accoun t’ m eans the m em ber’s contributions to 
their defined contribution  account plus any accum ulated interest.”

C onceptual revisions to accom m odate overall changes to m edical portion

p.35 line 31. D elete “65 years o f ; gc" and insert "60  m onths pre-M edicare eligible age”

p. 54 line 26. D elete “age 65" and insert “60  m onths pre-M edicare eligible age” 
line 27. D elete ‘ age 6 5 ” and insert "60 m onths pre-M edicare eligible age"

p. 101 line 28. Delete "65 years of age” insert "60 m onths pre-M edicare eligible age”
L-

Allow D epartm ent o f  Labor Instructors to chose betw een PERS or TR S

p. 14 line. 19. Insert "(D ) a full-tim e or part-tim e instructor o f the D epartm ent o f Labor 
and W orkforce D evelopm ent who is a non certificated  em ployee who enters em ploym ent 
covered under AS 25.009 may elect to retain coverage under AS 
29.009.”
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* /V
A M E N D M E N T  _

OFFERED nsr THE HOUSE BY REPRESENTATIVF GkUENBERG

TO: CSSB 141 (FIN)

1 Page 13, follow ing line 11:

2 Insert a n ew  bill section to read:

3 "* Sec. 26. A S 14.25.210(a) is amended to read:

4 (a) A person who knowingly m akes a false statem ent, or falsifies o r  perm its to

5 be falsified any record o f  this plan [SYSTEM], in an attem pt to defraud this plan

6 [SYSTEM], is guilty  o f  a class A m isdem eanor [AND FORFEITS ALL RIGHTS

7 UNDER THIS CHAPTER]."

8
9 Renum ber the follow ing bill sections accordingly.

10

11 Page 29, line 30, follow ing "Fraud.

12 Insert "(a)"

13

14 Page 30, fo llow ing line 1:

15 Insert a new  subsection to read:

16 "(b) In this section, "knowingly" has the m eaning given in AS 11.81.900(a)."

17

18 Page 95, line 29, follow ing "Fraud.":

19 Insert "(a)"

20

21 Page 95, follow ing line 31:

22 Insert a  new  subsection to read:

23 "(b) In this section, "know'ingly" has the m eaning given in AS 11.81.900(a)."

L -1-
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2 Page 105, line 25:

3 D elete "sec. 59"

4 Insert "sec. 60"

5

6 Page 108, line 25:

7 D elete "14.25.210"

8
9 Page 109, line 19:

10 D elete "SEC TIO N S 139 AN D  140"

11 Insert "SEC TIO N S 140 A N D  141”

12

13 Page 109, line 20:

14 D elete "secs. 139 and 140"

15 Insert "secs. 140 and 141"

16

17 Page 109, lines 2 1 - 2 2 :

18 D elete "secs. 139 and 140"

19 Insert "secs. 140 and 141"

20
21 Page 109, line 23:

22 D elete "8 9 -  94, 107, 114, and 131"

23 Insert "90 - 95, 108, 115, and 132"

24

25 Page 109, line 25:

26 D elete "Section 141"

27 Insert "Section 142"

28

29 Page 109, line 26:

30 Delete "secs. 142 and 143"

31 Insert "secs. 143 and 144"

1
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CORRECTION
THE FOLLOWING DOCUMENT(S) 

HAVE BEEN REFILMED TO 
ASSURE LEGIBILITY OR PAGINATION

Ccnti al Microfilm Service.
Deparlenicnt of  Education & Early Development
Siai: of Alaska
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2 Page 105, line 25:

3 D elete "sec. 59"

4 Insert "sec. 60"

5

6 Page l f 8, line 25:

7 Delete "14.25.210"

8
9 Page 109, line 19:

10 Delete "SECTIONS 139 A N D  140"

11 Insert "SECTIONS 140 AND 141"

12

13 Page 109, line 20:

14 Delete "secs. 139 and 140"

15 Insert "secs. 140 and 141"

16

17 Page 109, lines 21 - 22:

18 Delete "secs. 139 and 140"

19 Insert "secs. 140 and 141"

20

21 Page 109, line 23:

22 Delete " 8 9 -9 4 , 107, 114, and 131"

23 Insert "90 - 95, 108, 115. and 132"

24

25 Page 109, line 25:

26 Delete "Section 141"

27 Insert "Section 142"

28

29 Page 109, line 26:

30 Delete "secs. 142 and 143"

31 Insert "secs. 143 and l-'4"

1
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1 •  S ec .59. AS 37.10 .210  is repealed and reenacted  to read:

2 S ec. 37 .10 .210. Alaska Retirement Management Board, (a) T h e  A laska

3 R etirem ent M anagem ent Board is established in the d ep artm en t o f  R evenue. The

4 b o a rd ’s p rim ary  m ission  is to serve as the trustee o f  the assets o f  the s ta te ’s retirem ent

5 system s, the S tate o f  A laska Supplem ental A nnuity  P lan , and the deferred

6 com pensation  program  for state em ployees. C onsisten t w ith standards o f  p rudence,

7 the board has the fiduciary obligation to m anage and invest these assets in  a m anner

8 that is su fficien t to m eet the liabilities and pension obligations o f  the system s, plan,

9 and program . T he board m ay w ith the approval o f  the com m issioner o f  revenue and

10 upon agreem ent w ith the responsible fiduciary, m anage and invest o ther state funds

 so  long as  the activ ity  does not in terfere w ith the b oard ’s prim ary m ission. In m aking

12 investm ents, the board shall exercise the pow ers and duties o f  a fiduciary o f  a state

13 fund und er A S 37.10.071.

14 (b^ T he A laska Retirem ent M anagem ent Board consists o f  eleven  [nine]

15 trustees. T he com m issioner o f  adm inistration and the com m issioner o f  revenue shall

16 serve on the board . T he governor sH ll  appoint five [SE V E N  A D D IT IO N A L ] trustees

17 [W H O  M E E T  TH E ELIG IB ILITY  R EQ U IR EM EN TS FO R  A N  A L A SK A

18 PE R M A N E N T  FU N D  D IV ID EN D  A N D ] w l.j  are p rofessionally  credentialed  o r

19 have recogn ized  com petence in investm ent m anagem ent, finance, banking,

20  econom ics, accounting, pension adm inistration, o r actuarial analysis as follow s:

21 (1) three trustees shall be appointed from the general public: a trustee

z2  appointed  under this paragraph m ay not hold another state office, position , o r

23 em ploym ent and m ay not be a m em ber o r beneficiary  o f  a retirem ent system  m anaged

24 by  the board;

25 (2) one trustee shall be em ployed as a finance o fficer for a political

26  subdiv ision  participating  in the public em ployees’ retirem ent system ; an d

27 (3) one trustee shall be em ployed as a finance o fficer for a political

28 subdiv ision  partic ipating  in the .eachers’ retirem ent system [;].

—̂  29 T w o tru s te e s  sh a ll be m em b ers  o f the  P ub lic  E m ploy  ‘es * R e tire m e n t S ystem  elec ted  by

30 th e  m e m b e rs  o f  the system . F lec tio n s shall be co n d u c ted  by  th e  b e a rd . T h e  two

CSSB 141(FL\) - 4 6 -
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members shall have overlapping terms. At each election, the candidate who receives

the most votes cast in the election is elected to the seat The governor shall fill g 

vacancy in an unexpired elective term bv appointment of a member of the system for 

the period remaining before the next regularly scheduled election held under this 

subsection.

a wo trustees shall be members of the Teachers* Retirement System elected by the 

members of the system. Elections shall be conducted by the board. The two members 

shall have overlapping terms. At each election, the candidate who receives the most

votes cast in the election is elected to the seat The governor shall fill a vacancy in an 

unexpired elective term by appointment of a member of the system for the period 

remaining before the next regularly scheduled election held under this subsection.

[(4) O N E T R U ST E E  SH A L L BE A M E M B E R  OH T H E  P U B L IC  

E M PL O Y E E S’ R E T IR E M E N T  SY STEM ;

(5) O N E  T R U ST E E  SH A LL BE A  M E M B E R  O F T H E  T E A C H E R S ’ 

R E T IR E M E N T  SY ST EM .]

(c) T he trustees[, O T H E R  TH A N  TH E TW O  C O M M ISSIO N E R S,] shall serve 

for staggered term s o f  th ree years and m ay  be reappointed  or elec ted  to the board  for 

a to tal o f  three consecutive term s. A person  w ho has served three consecutive term s 

m ay not be reappointed to  the board fo r at least one year.

(d ) The governor m ay, by  w ritten  notice to the trustee, rem ove an appointed [A] 
trustee for cause A fter a trustee receives w ritten  notice of rem oval, the tru stee  may 
not participate in board business and m ay  not be  counted fo r purposes o f estab lish ing  

a quorum .

(e) A vacancy on the board o f  trustees shall be prom ptly  filled. A person  

filling a vacancy holds office for the balance o f  the unexpired term  o f  the p e rso n ’s 

predecessor, and the balance o f  the unexpired term  served is not included in the three- 

term  lim itation under (c) o f  this section. A vacancy on the board  does not im pair the

CSSB 141(1-IN ) - 4 7 -
N'cw Text Underlined (DELETED TEXT BRACKETED)
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A M E N D M E N T  * *

O FFE R E D  IN THE H O U SE  5Y  R E PR E SE N T A T IV E  C R U EN B E R G

TO : CSSB 141(FIN)

24-L SOO?7\L 12
C raver

4/19/05

1 Page 7, lines 9 - 30:

2 D elete all m aterial.

3

4 R enum ber the follow ing bill sections accordingly.

5

6 Page 8, iines 9 - 10:

7 D elete "calculated under AS 14.25.052,"

8
9 Page 68, line 15, through page 69, line i3:

] 0 D elete all m aterial.

11

12 Renum ber the follow ing bill sections accordingly.

13

14 Page 72, lines 5 - 6:

15 D elete "calculated under AS 39.35 *62,"

16

17 Page 105, line 23:

18 D elete "sec. 59"

19 Insert "sec. 57"

20

21 Page 108, line 21, follow ing "14.25.047,":

22 Insert "14.25.050(a),"

23

l -1-



1 Page 109, line 19:

2 D elete “SE C T IO N S 139 A N D  140"

3 Insert "SE C T IO N S 135 A N D  136"

4

5 Page 109, line 20:

6 D elete "secs. 139 and 140“

7 Insert "sees. 135 and 136"

8
9 Page 109, lines 21 - 22:

10 D elete "secs. 139 and 140"

J 1 Insert "secs. 135 and 136"

12

13 Page 109. line 23.

14 D elete "Sections 11, 12, 14, 15, 20, 89 - 94, 107. 114, and 131"

15 Insert "Sections 6, 10, 12, 13, 1 8 .85  -9 0 , 103, 110, and 127"

16

17 Page 109, line 25:

18 D elete "Section. 141"

19 Insert "Section  137"

20
21 Page 109, line 26:

22 D elete "secs. 142 and 143"

23 Insert, "secs. 138 and i3 9"

24'LS0637\L.
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Alaska State Legislature

State Capitol. Room 103
Juneau. AK 99802
Phone: 465-2689
Fax: 465-3472
TV,I Free (800) 665-2689
RepresenU>tive_i,au!_Seaton@legis.state.:ik.us

345 W. Sterling Highway 
Suite 102P' 

Homer, AK 99603 
Phone: 235-2921 

Fax: 235-4008

R e p r e s e n t a t i v e  Paul Seaton
District 35

Amendments that need to be considered
1. E stab lish es  a flooi fo r em p lo y er c o n tr ib u tio n s  a t  11%  fo r T R S  a n d  10%  fo r P E P S

p.8 line 10. Delete “ less than” and insert “ the lesser o f ’
line 11 after “active m em bers” insert “ 11 oercent for TRS em ployer and 10 percent for PERS em ployers’ 

)*.><<Uc#r£^Oarifies lan g uage

J  p 32 line 10, insert m em ber contribution  accoun t’ m eans the m em ber s contribu tions to their defined 
i W d l  contribution account plus any change in m arket value.”



M r l %
• v A r t l IA d .  * )/\ o  |t t A C . J ) .  

Amendment G ^ p f ^ (

Page 32, line 10:

Insert
“ (3) ‘m em ber contribution  account’ m eans the m em ber’s contributions to their defined 
contribu tion  account plus any change in m arket value and any accum ulated interest.”

- fV rn .  PV 5 F  / y / *   ̂ ^
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O FFn RED rN THE HOUSE 3 Y  R E PR E SE N T A T IV E  SEATON

TO: CSSB 141(FIN)

1 Page 2, follow ing line 4:

2 Insert a new  bill section to  read:

3 "* Section  1. The uncndified law  o f  the State o f  A laska is am ended by adding a new

4 section to read:

5 LEG ISLA TIV E IN TEN T R EG A R D IN G  RETIREE H EA LTH  C A RE CO ST

6 S A V P 'G S  IN SECS. 33 AND 121. It is the intent o f  the leg islature for the division o f

7 retirem ent and benefits to im plem ent by regulation cost-saving m easures appropriate to

8 current and fiiture retirees in the heaPh care system . This includes using m anufacturer's

9 rebates, co -pay levels, and m ulti-tiered co-paym ent structures; m andating  the use o f  generic

10 drugs; determ ining the type o f  drug classes in a form ulary; d ispensing  fees; m andating or

11 providing incentives for mail order pharm aceuticals; using a reduction  in the average

12 w holesale price, providing case m anagem ent services for certain users o f  pharm aceuticals;

13 cappin* *he num ber o f prescriptions filled each m onth; and restric ting  the num ber o f  refills

14 that users can have at one tim e."

15

16 Page 2, line 5:

17 D elete "Section 1"

18 Insert "Sec. 2"

19

20 Renum ber the follow ing bill sections accordingly.

21
22 Page 26, line 3, through page 28, line 19:

23 Delete all material and insert:

L - 1-
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"Sec. 14.25.470. R e tire m e n t, (a) In order to obtain  . tedical benefits under 

AS 14.25.480 a m em ber m ust retire directly from  the plan. A m em ber is elig ible to

retire from the plan if  the m em ber has been an active m em ber for at least 12 m onths

before application for retirem ent and

(1) the m em ber has at least 30 years o f  service; or

(2) the m em ber reaches the norm al retirem ent age and has at least 10 

years o f service.

(b) The norm al retirem ent age is 60 m onths less than the age set for M edicare 

eligibility at the tim e the m em ber retires.

(c) A m em ber m ust apply to the adm inistrator for appointm ent to retirem ent. 

A pplication shall be m ade on form s and in the m anner prescribed by the adm inistrator.

(d) A m em ber who continues in the em ploy o f  the em ployer after reaching 

normal retirem ent age shall continue to participate in the plan and to  have 

contributions allocated to the m em ber's account.

Sec. 14.25.480. M ed ica l benefits, (a) The m edical benefits available to 

eligible persons are access to the retiree m ajor m edical plan Access to ihe retiree 

m ajor m edical plan m eans that an eligible person m ay not be denied medical coverage 

except for failure to pay the required premium.

(b) The follow ing persons are eligible for the retiree m ajor m edical plan 

provided under this s. iion and m ay elect coverage under it:

(1) a m em ber w ith it least 30 years o f  service and who retires directly

from the plan;

(2) the surv iving  spouse o f  a m em ber who elected coverage under (I ) 

o f this subsection;

(3) a m em ber w ho reaches the norm al retirem ent age as provided in 

AS 14.25.470, has at least 10 years o f  service, and retires directly  from the plan;

(4) the surviving spouse o f  a m em ber who elected coverage uni r (3) 

o f this subsection.

(c) Retiree m<- ;or m edical plan coverage elected  by an eligible m em ber under 

this section covers the eligible m em ber, the spouse o f  the eligible m ember, and the 

dependent children o f  the eligible member.

-2-



1 (d) R etiree m ajor medical plan coverage elected by the surviving spouse o f  an

2 eligible m em ber under this section covers the surviving spouse and th e  dependent

3 children o f  the eligible m em ber who arc dependent on the surviving spouse.

4 (e) A person other than an eligible m em ber is not eligible for coverage if,

5 during the tim e the eligible m em ber was an active m em ber, the person w as

6 (1) not married to the m em ber; or

7 (2) not a dependent child o f  the m em ber.

8 ( 0  M ajor medical coverage takes effect on the f r s i  day o f  the month

9 follow ing the date o f  the election and stops w hen the person who e lects  co \crage

10 under (b) o f 'h i s  section dies or fails to m ake a required prem ium  paym ent.

11 (g) The ''overage for persons who are eligible for M edicare is the sam e as that

12 available for persons who are not yet elig ible for M edicare. The benefits payable to

13 those M edicare eligible persons supplem ent any benefits provided under the M edicare

14 program .

15 (h) The m edical and optional insurance prem ium s owed by the person who

16 elects coverage under (b) o f  this section shall be deducted from the health

17 reim bursem ent arrangem ent. If the am ount o f  the health reim bursem ent arrangem ent

18 becom es insufficient to pay the prem ium s, the person who elects coverage under (b) o f

19 this section shall pay the prem ium s directly.

20  (i) The adm inistrator shall set on an annual basis separate retiree health

21 coverage prem ium s for participants who are M edicare eligible and for participants

22 who are not yet M edicare eligible. An increase in the prem ium  am ount m ay not

23 exceed five percentage points annually. A participant’s share o f  the applicable

24 prem ium  shall be determ ined according to (j) and (k) o f  this section,

25 (j) Participants who have not attained norm al retirem ent age are required to

26 pay the full am ount o f  the applicable m edical health coverage prem ium .

27 (k) Participants who have attained norm al retirem ent age are eligible for a

28 subsidy applicable to the cost o f  the applicable prem ium . The subsidy percentage

29 applicable to the cost o f  prem ium s payable by the participant is 30 percent if  the

30 m em ber had 10 years o f  service; for each additional year o f service after the m ember's

31 10th year o f  service, the discount increases by three percentage points; how ever, the

24-LS0637\L.7
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1 m axim um  discount is 90 percent i f  the m em ber has >0 or m ore years o f  service. The

2 applicable subsidy percentage shall be applied to the subsidy base to determ ine the

3 dollar am ount o f  the subsidy w hich is applied against the cost o f  the prem ium .

4 (/) Participants who are elig ible for M edicare will use the subsidy  base for

5 M edicare-eligible prem ium s. Participants who arc not yet elig ible for M edicare will

6 use the subsidy base for non-M edicare eligible prem ium s.

7 (m ) The subsidy base for M edicare-eligible participants w ill be the same as

8 the prem ium  am ount for M edicare-eligible participants in the first year o f  th is  plan and

9 the subsidy base for non-M edicare eligible participants will be the sam e as the

10 prem ium  am ount for non-M edicare eligible participants in the first year o f  this plan.

] 1 Each subsidy base will increase five percent each year or the rate at w hich the actual

12 prem ium  am ount increases for the corresponding aged participants, w hichever is less.

13 (n) The eligibility for retiree m r :or m edical coverage for an alternate payee

14 under a qualified dom estic relations order shall be determ ined based on th e  e l i g i b i l i t y
15 o f the m em ber to elect coverage. The alternate payee shall pay the full monthly

16 prem ium  for retiree m ajor m edical coverage.

17 (o) The adm inistrator shall establish m onthly group prem ium s for retiree

18 m ajor m edical coverage. N othing in AS 14.25.310 - 14.25.590 guaran tees a person

19 who elects coverage under (b) o f  th is section a m onthly group prem ium  ra te  for retiree

20 m ajor m edical coverage other than Ok  prem ium  in effect for the m onth  in which the

21 prem ium  is due for coverage for that m onth.

22 (p) A m em ber is elig ible to apply for reim bursem ent from the health

23 reim bursem ent arrangem ent plan after a m inim um  o f 10 years o f  service and does not

24 have to retire directly  from the system.

25 (q) In this section.

26 ( I )  "health reim bursem ent arrangem ent" m eans the p lan estab lir .ed in

27 A S 39.30.300;

28 (2) "retires directly from the plan" m eans that the m em ber has been an

29 active m em ber for at least 12 consecutive m onths im m ediately before the tim e that the

30 m em ber applies to the adm inistrator for appointm ent to retirem ent and that the

3 1 m em ber continues as an active m em ber up through the day before the day the member
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1 is appointed to retirem ent."

2
3 Page 35, line 31, following ""norm al retirem ent age"";

4 Delete "m eans 65 years o f  age"

5 Insen "m eans 60 m onths less than the age set for M edicare elig ibility  at the time 'he

6 m em ber retires"

7

8 Page 58, lines 19 - 20:

9 Delete "within five years after the date o f  termination"

10

11 Page 58, line 21, following "trust":

12 Delete ", w ithout interest or other adjustm ent."

13 Insert "with interest. The prior period o f  em ploym ent w ith a participating employer

14 shall be credited towards eligibility  for m edical benefits."

15

16 Page 58, line 24. following "plan":

17 In s e r t", except m em bers do not have to retire directly from  the system "

18

19 Page 92, line 1. through page 94, line 18:

20 Delete all m aterial a n i  insert:

21 "Sec. 39.35.870. R e tire m e n t, (a) In order to obtain  m edical benefits under

22 AS 39.35.880 an active m em ber m ust retire directly from the plan. A member is

23 eligible to retire from he plan if  the m em ber has been an active m em ber for at least 12

24 m onths before application for retirem ent and

25 (1) the m em ber has at least 30 years o f  m em bersh ip  service; or

26 (2) the m em ber reaches the normal retirem ent age and has at least 10

27 years o f  m em bership service.

28 (b) The normal retirem ent age is 60 m onths less than the age set for M edicare

29 eligibility at the time the m em ber retires.

30 (c) A m em ber m ust apply to the adm inistrator for appointm ent to retirement.

31 A pplication shall be m ade on forms and in the m anner prescribed by the adm inistrator.



1 (d) A m em ber who continues in the em ploy o f  the em ployer after reaching

2 normal retirem ent age shall continue to participate in the plan and to have

3 contributions allocated to the m em ber’s account.

4 Sec. 39.35.880. M edical benefits, (a) The m edical benefits available to

5 eligible persons are access to the retiree m ajor m edical plan. A ccess to  the retiree

6 m ajor m edical plan m eans that an eligible person m ay not be denied m edical coverage

7 except for failure to pay the required prem ium .

8 (b) The fo llow ing persons are eligible for the retiree m ajor m edical insurance

9 plan provided under th is section and m ay elect coverage under it:

10 (1) a m em ber with at least 30 years o f service and who retires directly

11 from the plan;

12 (2) the surviving spouse o f  a m em ber who elected  coverage under (1)

13 o f this subsection;

14 (3) a m em ber who reaches the norm al retirem ent age as provided in

15 AS 39.35.860, has at least 10 years o f  service, and retires d irectly  from the plan;

16 (4) the surviving spouse o f a m em ber who elected  coverage under (3)

17 o f  this subsection.

18 (c) Retiree m ajor m edical plan coverage elected by an eligible m em ber under

19 this section covers the eligible member, the spouse o f  the eligible m em ber, and the

20 dependent children o f  the qualified member.

21 (d) Retiree m ajor m edical plan coverage elected by the surviving spouse o f  an

22 eligible m em ber under th is section covers the surviving spouse and the dependent

23 children o f  the eligible m em ber who are dependent on the surv iving spouse.

24 (e) A person o ther than an eligible m em ber is not eligible for coverage if,

25 during the tim e the elig ib le m em ber was an active m em ber, the person was

26 (1) not m arried to the m em ber; or

27 (2) not a dependent child o f  the m em ber.

28 (0  M ajor m edical coverage takes effect on the first day o f  the month

29 following the date o f  the election and stops w uen the person who elects coverage

30 under (b) o f  this section dies or fails to m ake a required prem ium  paym ent.

31 ( g )  The coverage for persons who are eligible for M edicare is the sam e as that

24-LS0637NL.7
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1 available for persons w ho are not yet elig ible fo r M edicare. The benefits payable to

2 those M edicare eligible persons supplem ent any  benefits provided under th e  M edicare

3 program .

4 (h) The m edical and optional insurance prem ium s owed by the person who

5 elects coverage under (b) o f  this section shall be deducted from the health

6 reim bursem ent arrangem ent. If the am ount o f  the health  reim bursem ent arrangem ent

7 becom es insufficient to pay the prem ium s, the person w ho elects coverage under (b) o f

8 this section shall pay the prem ium s directly.

9 (i) The adm inistrator shall set on an annual basis separate retiree  health

10 coverage prem ium s for participants who arc M edicare eligible and for participants

11 who are not yet M edicare eligible. An increase in the prem ium  am ount m ay not

12 exceed five percentage points annually. A participant's share o f  the applicable

13 prem ium  shall be determ ined according to (j) and (k) o f  this section.

14 (j) Participants who have not attained norm al retirem ent age are required to

15 pay the full am ount o f  the applicable m edical health  coverage prem ium .

16 (k) Participants who have attained norm al retirem ent age are elig ib le for a

17 subsidy applicable to the cost o f  the applicable prem ium . The subsidy percentage

18 applicable to the cost o f  prem ium s payable by the participant is 30 percent if  the

19 m em ber had 10 years o f  service; for each additional year o f  service after the m em ber’s

20 10th year o f  service, the discount increases by three percentage points; how ever, the

21 m axim um  discount is 90 percent if  the m em ber has 30 or m ore years o f  service. The

22 applicable subsidy percentage shall be applied to the subsidy base to determ ine the

23 dollar am ount o f  the subsidy that is applied against the cost o f  the prem ium .

24 (/) Participants who are eligible for M edicare will use the subsidy base for

25 M edicare-eligible prem ium s. Participants who are not yet eligible for M edicare will

26 use the subsidy base for non-M edicare eligible prem ium s.

27 (m ) The subsidy base for M edicare-eligible participants will be the sam e as

28 the prem ium  am ount for M edicare-eligible participants in the first year o f  th is plan and

29 the subsidy base for non-M edicare eligible participants will be the sam e as the

30 prem ium  am ount for non-M edicare-eligible participants in the first year o f  this plan.

31 Each subsidy base will increase five percent each year or the rate at which the actual

24-LS0637\L.7
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1 prem ium  am ount increases for the corresponding aged participants, w hichever is less.

2 (n) T he eligibility for retiree m ajor m edical coverage for an alterna te  payee

3 under a qualified  dom estic relations order shall be determ ined based on th e  eligibility

4 o f  the m em ber to elect coverage. The alternate payee shall pay the full m onthly

5 prem ium  for retiree m ajor medical coverage

6 (o) T he adm inistrator shall establish  the monthly group prem ium s for retiree

7 m ajor m edical coverage. N othing in AS 39.35.700 - 39.35.895 guaran tees a person

8 w ho elects coverage under (b) o f  th is section a m onthly group prem ium  rate for retiree

9 m ajor m edical coverage other than the prem ium  in effect for the m onth  in which the

1C prem ium  is due for coverage for that m onth.

11 (p ) A m em ber is elig ible to apply for reim bursem ent from the health

12 reim bursem ent a r r  ngement plan after a m inim um  o f 10 years o f  service and  does not

13 have to retire  d irectly  from the system .

14 (q) In th is section,

15 (1) "health reim bursem ent arrangem ent" m eans the plan established in

16 AS 39.30.300;

17 (2) "retires directly from the plan ' m eans that the m em ber has been an

18 active m em ber for at least 12 consecutive m onths im m ediately before the tim e that the

19 m em ber applies to the adm inistrator for appointm ent to retirem ent and that the

20 m em ber continues as an active m em ber up through the day before the day the m ember

21 is appointed  to retirem ent."

22

23 Page 101, line 28. follow ing ""normal retirem ent age"";

24 Delete "m eans 65 years o f  age"

25 Insert " m eans 60 m onths less than the age set for M edicare elig ibility  at the tim e the

26 m em ber retires"

27

28 Page 105, line 23:

29 D elete "sec. 60"

30 Insert "sec. 61"

31
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1 Page 107, following line 30:

2 Insert a new b 'll section to read:

3 "* Sec. 140. The uncodified law o f  the State o f  Alaska is am ended by adding a new  section

4 to read:

5 R EPO R T TO TH E LE G ISL A T U R E  BY THE D IV ISIO N  O F  R E T IR E M E N T  AND

6 BENEFITS. The division o f  retirement and benefits will provide an annual report to the

7 legislature regarding the cost savings m easures it has implemented by jgulation a . oescribed

8 in sec. 1 o f  this Act."

9

10 Renumber the following bill sections accordingly.

11

12 Page 109, line 19:

13 Delete "SECTIONS 139 A N D  140"

14 Insert "SECTIONS 141 A N D  142"

15

16 Page 109, line 20:

17 Delete "secs. 139 and 140"

18 Insert "secs. 141 and 142"

19

20 Page 109, lines 21 - 22:

21 Delete "secs. 139 and 140"

22 Insert "secs. 141 and 142"

23

24 Page 109, line 23:

25 Delete "Sections 11, 12, 14. 15 ,20 , 89 - 94, 107, 114, and 131"

26 Insert "Sections 12, 13, 15. 16, 21, 90 - 95, 108, 115, and 132"

27

28 Page 109, line 25:

29 Delete "Section 141"

30 Insert "Section 143"

31
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f  Currently  TRS em ployees contribute 8.65% of salary, em ployers  contribute 14.28% of 
salary 
= 22.93

Currently  PERS em ployees contribute: 6.5/7.5% PERS “other". 7.5% Policc/fire and 
9.6%  school district o f  salary, employers contribute 13.24% o f  salary 
= between 19.74 and 22.84

U nder SB 141 all em ployees contribute 8%, employers contribute 4 .5%  to DC account 
and 3.5% to the medical component 
=16

Under am endm ent num ber 4 all em ployees contribute 8%, em ployers contribute 4 .5% to 
the individual’s D C account. Employers contribute 5 .75%  to the T R S medical 
com ponent and 5.5% to the PERS medical component.
= between 18 and 18.25

/^Conceptual Amendment increasing 1.75% contribution to major medical in 
SB 141 to 3.75% for TRS employees and 3.5% for PERS employees

p. 82, line 8 delete “ 1.75” and insert “3.5” 
p. 16, line 10 delete “ 1.75” and insert'3 .7 5



The employee contribution rate in SB 141 is currently 8%. Amendment num ber I inci eases the employee 
contribution rate for TRS from 8% to 11%, and for PERS, from 8% to 10%. The em plcver  contribution rate 
going to a m em ber’s Defined Contribution account in SB ’ rl is 4 .5%  for both PERS anc TRS. A m en '4 lent 
num ber 1 increases this to 5 .25%  for TR S and it remains the same for PERS.

TRS
p. 15 line 18. Delete “e igh t” and insert “eleven”, 
p. 16. line 8. Delete “4 .5” , and insert “5.25"

PERS
p.81 line 17. Delete “eight" and insert “ ten".

Amendment Number 1. C hanges to contribution  rates.

Amendment Number 2. Changes to vesting schedule.

In SB 141 a member vests fully in their Defined Contribution account after 5 years on a gradated scale 
r .c .em cn iing  25% each year with 0% for the first year. Amendment num ber 2 changes the vesting schedule so 
that a m em ber is fully vested after three years. The m em ber vests in 50% o f  the em ployer contribution after 1 
full year o f  service, 75%  after two years and the full amount after 3 years.

TRS
p. 18. line 12. Delete “five” insert “three” delete lines 15-17 insert;
(1) 50% with one year o f  service ‘
(2) 75% with two years of service '
(3) 100% with three years o f  service .

PERS
p.81 line 10 delete "five” , insert "three” delete lines 13-15, insert;
(1) 50% with one year o f  service
(2) 75% with two years o f  service
(3) 100% with three years o f  service

•

Amendment Number 3. Changes to investment options.

In SB i 41 a member is given a series o f  eleven different investment options with varying degrees o f  risk. 
Amendment number 3 requires a m em ber 's  account to be deposited in one account managed by the AR M  
board.

p. 18. Delete lines 18-31. Insert language to require only one investment option managed by the ARM  
board.



Amendment number 4. C hanges to m edical plan.

To become eligible for medical coverage under SB 141 you must be M edicare eligible with at least 10 years of 
service, o r  o f  any age with 25 years o f  service for police/fire and 30 for all others. If you terminate employment 
before M edicare eligible age but have fulfilled the m inim um  .crvice requirement, you will receive access-only 
to the medical plan but will be required to pay the full premium. At Medicare eligible age the m em ber receives 
a percentage subsidy o f the prem ium  based on the years o f  service ranging from 70% for 10 years o f  service to 
90%  for 30+ years of service. Retirees and their dependents are eligible, however, a different prem ium  will be 
established for a single m em ber from that o f  a m em ber with dependents.

Am endment num ber 4  .uhstitutes the language from HB 238 regarding the medical plan d iscussed extensively 
in committee, which provides medical coverage for members 60  months pre-M edicare eligible age.

Delete p. 26 line 3 to page 28 line 1, and p. 28 lines 12-19. Insert medical language provided and 
am ended as necessary for drafting purposes. Corresponding medical language for PERS is found on 
p.92 line 20 through p.93 line 27.

M inor changes will have to be made throughout the bill to make SB 141 congruent with the inserted 
language from HB 238

Amendment number 5. Changes to the Alaska Retirement Management Board.

SB 141 consolidates the PERS, TRS and ASPIB boards and creates a 9-m cm ber board-wfth full!fiduciary 
responsibility of the fund. Two o f  the 9 members must be active or retired PERS o r TRS employees. All 
members are appointed by tnc governor. Am endment num ber 5 requires that nom inees for PERS and TRS 
representatives be chosen from a list o f  no less than 3, and no more than 5 candidates put forth by the 
appropriate bargaining units. In SB <41, term lengths are 3 years, and limits m embers to 3 terms. Amendment 
num ber 5 changes the term lengths to 6 years, and limits members to a total o f  2 terms. Am endm ent number 5 
also ensures that the terms for the 2 finance officers and the two system representatives are staggered by 3 
years.

p. 46  line 30. After “system ;” insert, “The m em ber shall be selected from no less than three and no more
than five nominees put forward by the appropriate bargaining units.”
p.46 line 31. After “system.” Insert “The m em ber shall be selected from no less *han three and no more
than five nominees put forward by the appropriate bargaining units.”
p. 47 line 2. After “ terms o f ’ delete “ three” and insert “six” . After “total o f ’ delete “three" and insert 
“two” . Line 4. insert “full” between “consecutive” and “ term s” .

p. 105 line 26. After “AS 39.05.055(7)." Insert, “ Upon establishment o f  the board one finance officer 
will be appointed to a three year term and one finance officer will be appointed to A six year tern, one 
PERS/TRS m em ber representative will be appointed to a three year term and the o ther PERS/TRS 
m em ber representative will be appointed to a six year term.”

Amendment number^ Changes to Health Reimbursement Arrangement (HRA).

In SB 141 if an individual terminates employment before reaching the 10-ycar requirement for medical 
eligibility and does not com e back to work within 5 years, they forfeit the accumulated balance of their HRA. If 
the m em ber leaves employment and com es back within the 5 years, their HRA is reinstated at the account 
balance when they terminated employment. Amendment num ber 6 reinstates a m em ber’s account with 
accumulated interest regardless o f  the num ber o f  years that have elapsed between em ploym ent periods. It also



allows a m em ber to vest in their HR A after 10 years o f  service without retiring directly from the system. 
However, the m em ber cannot access their HRA until they rea^h the age 60 months prior to becom ing Medicare 
eligible, or have 30 years o f  service.

p. 58 line 16. Delete “ AS 14.25.470" insert “(b) o f  this section” . Delete p. 58 line 16 starting at ‘or” 
through line 21 ending at “adjustm ent” . Insert “If  a person resumes em ploym ent the balance o f their 
account is restored plus any accumulated interest.”

Insen  line 22, (b) A m em ber has access to theii Health Reimbursement A m ingem ent after 10 years of 
se rv c e ,  whether or not they retire directly from the system. Howevei, the m em ber is not allowed to 
draw from that account until they reach the age 60 months pre-Medicare eligible, or any age with 30 
years o f  service as defined in AS 14.25.470.

*Note: al! changes in the T R S section should be reflected in the subsequent PERS section.



Changes to CSSB 141 to be incorporated in a House 
State Affairs CS

Requires the Aiaska Retirement Board to evaluate the plan's projected liabilities 
annually

p. 3 line 12. Insert “ (e) A report o f  the valuation o f  the p lan’s projected liabilities.” 

Establishes a floor for employer contributions at 11 % for TRS and 10% for PERS

p.8 line 10. Delete “ less than” and insert “ the lesser o f ’
line 11 after “active m em bers” insert “ 11 percent for TRS em ployer and 10 percent for 
PERS em ployers”

Clarifies that membership to the system commences for teachers on their first day 
of employment

p. 15. line i3. After “contribution retirement plan.” Add "A teacher becomes a member 
on their first date of em ployment.”

Clarifies language

p. 32 line 10, inser* “ ’m em ber contribution account’ means the m em b er’s contributions to 
their defined contribution account plus any accumulated interest.”

Conceptual revisions to accommodate overall changes to medical portion

p.35 line 31. Delete "65 years of age’’ and insert “60 months pre-Medieare eligible age"

p. 54 line 26. Delete "age 65” and insert ‘60 months pre-Medicare eligible age” 
line 27. Delete “age 65” and insert “60 months pre-Medicare eligible age”

p. 101 line 28. Delete “65 years of age” insert “60 months pi ,-M edicare eligible age”

Allow Department of Labor Instructors to chose between PERS or TRS

p. 14 line. 19. Insert “(D) a full-time or part-time instructor o f the Department of Labor 
and Workforce Development who is a non certificated employee who enters employment 
covered under AS 25.009 may elect to retain coverage under AS 29.009.”
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CHANGES TO MEDICAL COVERAGE

Major Medical TRS p. 26 line 5 to p. 29 line 4, PERS p. 93 line 15 to p. 96 line 14. Amendment # 19 
-Allow access to medical plan 60-month pre-Medicare eligible
-Cost share both pre-M edicare and post-Mcdicare medical on a scale o f  30%  subsidy for 10 years of 
service incrementing 3% for each additional year o f  service till 30  years or 90%  subsidy.
-Increase em ployer contribution to 3.75%  for TRS and 3.5% for PERS to pay for m ajor medical TRS p.16 
line 12, PERS p. 83 line 22. Amendment #20
-Internet language; that the division implement all cost saving measures possible to the health care plan 
and report annually to the legislature those changes, p. 2 lines 5-16. Amendment #19

HRA p 59 line 2 0 -  p. 60 line 3. Amendmeni #19
-Individual has access to their HRA after 10 years o f  service without retiring directly from the system 
once they hit normal retirement age. If they leave em ployment w'ithout accum ulating  10 years of service, 
they may com e back regardless of how much time elapses between the two em ploym ent ’periods. When 
they return to active em ployment, their HRA will be reinstated at the am ount it was when they last 
terminated em ploym ent plus any additional accumulated interest.

CHANGES T O  T H E  A R M  BOARD

-Increase the PERS/TRS representatives from one to two from each em ployee group (4 total PERS/TRS 
representatives). This decreases the members from the general public from 3 to 1. p. 47 lines 11-15. 
Amendment #6
-PERS/TRS representatives will be elected from their employee groups, p. 47 line 24 to p. 4t line 13. 
Amendment #16
-Each m em ber can serve no more than 2 six-year terms. Terms will be offset by 3 years. | . 107 line 30. p 
108 line 4. Amendmeni #5

CHANGES T O  EX ISTIN G  TE1RS

-Repealed increase in employee contribution for current em ployees A m endm ent #17
-Establishes a floor for em ployer contributions at 11 % for TRS and 10% for PERS TRS p. 8 line 2-3, PERS
p. 72 line 16. Amendment #9
-A person who com m its fraud with respect to their benefits is guilty of a class A misdemeanor but DOES 
NOT forfeit all rights to any future benefits (for current and future em ployees/retirees) p. 97 line 25-28. 
Amendment # i4

OTHER

- Department o f  Labor instructors who were previously in TRS will remain in TRS regardless of weather 
or not the instructor position -equircs a teaching certificate, p. 14 lines 16-20. p. 80 lines 26-31. Amendment #13



To be eligible for medical coverage under SB 141 you must be age M edicare eligible with at 
least 10 years o f  service, o r  any age with 25 years o f  service for police/fire and 30 years for all 
others. If you terminate em ployment before age Medicare eligible age but have fulfilled the 
m inimum service requirement, you receive access-only to the medical plan but are required to 
pay the full premium. At Medicare eligible age the m em ber receives a percentage subsidy of the 
prem ium  based on the years of service ranging from 70% for 10 years o f  service to 90% for 30+ 
years of service. Retirees and their dependents are eligible, however, a different premium will be 
established for a single m em ber from that o f  a m em ber with dependents.

Slate Affairs changed the medical portion of SB 141 to reflect the work we have been doing in 
com mittee on a defined dollar medical plan. In a 2004 survey of em ployees and employers by 
Mercer Human Resources Consulting, medical benefits were identified as the most important 
clement of a retirement plan. In the amendment incorporated to SB 141 an employee is eligible 
for medical benefits when they retire directly from the system with 30 years of service or at 
normal retirement age with 10 years of service. Before normal retirement age a retiree has 
accer to a medical plan and pays the full premium amount set by the board. Once a retiree 
reaches normal retirement age, 60 months before Medicare eligible age (currently 60) they 
receive a percentage subsidy to their premium based on their years o f  service. The retiree and 
the system share the rising cost of health care. The subsidy ranges from 90%  of the premium for 
30+ ye j . employees to 30%  benefit for 10-year em ployees and increases incrementally with each 
additional year o f  service. Once a retiree reaches Medicare eligible age (currently 65) their 
prem ium  amount drops by approximately 50%.

In addition to access to a medical plan, retirees have a Health Reimbursement Account (HRA) 
that their em ployer has contributed 2% of the em ployer group salary into over the course of their 
employment. The HRA is automatically used to pay the remaining portion of the premium for 
the medical plan after the subsidy is applied, or any qualified medical expenses. In SB 141 if an 
individual terminates em ployment before reaching the 10-year requirement for medical 
eligibility and does not com e back to work within 5 years, they forfeit the accumulated balance 
o f their HRA. If the m em ber leaves employment and comes back within the 5 years, their HRA 
is reinstated at the account balance when they terminated employment. House State Affairs 
am ended SB 141 to increase member accessibility to their HRA. The HRA is accessible to a 
m em ber after 10 years of service at the age 60 months pre-Medicare eligible regardless of if they 
retire directly from the system. If they leave em ployment without accumulating 10 years of 
service, they m ay com e back regardless of how much time elapses between the two employment 
periods. When they return to active employment, their HRA will be reinstated at the amount it 
w'as when they last trrm inated  employment plus any additional accumulated interest.

Changes to medical coverage



Changes to the Alaska Retirement Management Board

SB 141 consolidates the PERS, TRS and ASP1B boards and creates a 9 -m em bcr board with full 
fiduciary responsibility o f  the fund. Tw o o f  the 9 members must be active or retired PERS or 
TRS employees. All m embers are appointed by the governor. House State Affairs am ended SB 
141 to ini.:ease in the PERS/TRS representatives from 2 to 4 (thereby decreasing the m em ber’s 
from the general public from 3 to 1) and requires that PERS/TRS representatives are elected by 
their employee groups. In SB 141, term lengths are 3 years, limited to 3 terms. House State 
Affairs changed the term lengths to 6 years and limited m embers to a total o f  2 consecutive 
terms. House State Affairs also ensuicd that the terms for the 2 finance officers and the four 
system lepresentatives are staggered by 3 years so as not to have a complete turnover o f  one 
m em ber group at any given time.

Change, to existing tiers

House State Affairs repealed the increase in employee contribution for current employees. It 
also established a floor on em ployer contributions at 11% for TRS and 10% for PERS. A change 
made to SB 141 by House State Affairs was to ensure that a person who com mits fraud (in 
relation to their retirement benefits) does not forfeit their rights to any future benefits. Currently 
the TRS and PERS statues are different, on one they forfeit their benefits and on the other they 
do not.

Other

House State Affairs am ended SB 141 to place Department o f  Labor instructors in TRS if they 
were formerly a TR S m em ber regardless o f  if the instructor position requires a teaching 
certificate. Otherwise, the instructor will be a PERS member.



Understanding PERS/TRS
Presentation to the House State Affairs 

Committee
March 22, 2005

Definition of Terms



PERS/TRS -  Public Employees Retirement System/Teachers 
Retirement System

Defined benefit plan -  The benefits paid to an employee are 
based upon a formula set in law and is N O T  determined by 
the account balance. The benefit the retiree receives is 
guaranteed, regardless of if the contributions made by 
him/her or on his/her behalf are enough to fund the benefits.

Defined contribution plan -  A plan in which a m em ber and 
their em ployer contribute a fixed amount into the system. 
That am ount collects interest and the retiree’s benefit is the 
amount o f  m oney in the account at retirement or termination 
(similar to 401k programs).

Actuarial -  Statistical calculation o f  future costs and benefits 
based on adopted assumptions.

Past Service Cost -  The payment needed to account for the amount of 
benefits that were not collected because the adopted assumptions about 
the future were not correct.

Past Service Cost Rate -  An actuarial determination o f  the yearly cost 
rate charged on total salary needed to pay off the Past Service Cost over 
a specified num ber o f years.

Unfunded Liability -  The sum of the actuarially computed payments that 
will be required to be made for benefits that were not accounted for in 
Normal Cost Rate collections (unfunded liability = past service cost).

Present Dollar Value of Unfunded Liability -  Amount needed to be 
deposited today into a separate account that would grow with projected 
interest in order to be able to make the payments over time as they 
became due. This original deposit and interest would be completely used 
up whc the liability was paid off.



Gross Normal Cost rate -  The total percentage o f  salary needed to pay 
for future benefits o f  retiree (M em ber Normal Cost Rate + Em ployer 
Normal Cost Rate).

M em ber Normal Cost Rate-  The percentage o f  salary an employee 
contributes to paying for their future retirement benefits.

M em ber contribution rate -  The percentage o f salary an employee 
contributes towards paying the actuarial computed rate.

Em ployer Normal Cost Rate -  The percentage o f  salary an em ployer 
contributes towards paying the em ployee’s projected future retirement 
benefits.

Actuarial Computed Rate - The percentage of salary, calculated by the 
actuary based on a set o f  assumptions that would be needed to pay the 
unfunded liability and the future benefits o f  the retiree minus the 
em ployee’s contribution to tncse benefits.

Health Reimbursement Account -  An em ployer paid account that 
reimburses em ployees for medical expenses up to the deposited dollar 
amount.



Potential and anticipated 
variables that can create 

additional unfunded liability

M ortality  R ate

Assumptions:

-1984 table
-1994 baseline table (adopted in 2002, 
added 2.5 years per person)
-2000 baseline table (set forward to 2004) -  
how many more years and how much more 
money per year will this add?



Medical inflation rate
7.5% - what does increase or 
decrease of 2% do to the 
unfunded liability?

A utomatic Cost O f  L iv inu  Adjustment (C O LA ) -  
Co la  was established in 1961 to encourage Alaskans 
to stay in Alaska. A  2004 court decision required 
A laska Cost O f  L iv ing  Adjustments to be distributed 
to all system members outside o f A laska i f  the cost o f 
liv ing  in their community equals or exceeds 
Anchorage Alaska.

Ad  Hoc P R P A  -W hen there has been an increase in 
the cost o f ,ving and when the fund permits, the 
a d m ir is tr  >r may increase benefits to cover that 
increase in cost o f living. This means that whenever 
the fund is doing well it probably w ill not collect 
additional dollars to help smooth out leaner times but 
pay that as unfunded benefits._____________________



Legislation Impacting the System’s Solvency

Retirement Incentive Program -  A  program 
established to encourage employees to retire early 
so employers would be able to hire lower wage 
employees in their stead. R IP  increased the 
unfunded liab ility  because employees were 
collecting benefits when all the money to pay for 
those benefits had not been paid into the system.

Legislation Impacting the System’s Solvency

Re-hire o f  retiree ’ s -  H B  161/SB24/ SB31. 
A llo w in g  retirees to be hired back w ithout 
contributing  to the retirement system creates 
add itiona l unfunded lia b ility  to the system. 
Each add itiona l re-h ire ’ s em ployer does not 
pay the past service cost rate associated w ith 
the em p loyee ’s wages. T h is  adds to the 
unfunded lia b ility  fo r the system.



Low ering  vestin g requirements fo r po lice/fire  
-  HB 40. Low  ̂ ring the number o f  years o f  
serv ice an em ployee has to contribute to the 
system before rece iv ing  benefits. Therefore 
they are essentia lly  co lle cting  benefits that 
have not been paid fo r in advance, adding 
extra burden to the unfunded liab ility .

Legislation Impacting the System ’s Solvency

Overview of PERS/TRS -  the 
problem

Presentation to House State 
Affairs Committee -  3/22/05

14



Unfunded Liability: Pu/eent of 
Total

The system is 
cjrrent'v 69.5% 
funded, however new 
figures increasing the 
unfunded liability will 
be out by the end of 
March.

■ Unfunde 
d
Liablity 
5b 

□ Funded 
Liability 
11.4b



Valuta.- Results
1.5(e) Ac tuaria l P ro jec tions -  Effect o f Econom ic Scenarios (continued)
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F in a n c ia l S u m m ary
Projections at Calculated Rate - TRS
Contribution Rates

hhhH I--

I Population Increase 
2%

M U

Fiscal Year Ending
I  Population Incrsase 

1%
□ Population Increase 0%

Sink prwfetad by M o o r  Munwt R o u n a  and D m u tJ) U  R ct.ru in u  A h tn d iu

Unfunded Liability Comparison
The 5b represents 
how much would 
have to be put in an 
account today to pay 
for future obligations. 
The 15.6b represents 
the total of all the 
payments over 25 
years that will have to 
be made.

Present Total 
Value Value 

over 
25yrs

2C



Actual dollar value of increase in past service 
cost payments

Dollars

TRS
-■-PERS

Fiscal Year
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Com parison o f  changes to SB  141 in House State A ffa ir s  and House F inance

HSTA SB 141 A m endm ents H FIN H B 141
C hanges to existing tiers
Current em ployer contribution 
rate

Floor of 11 % TRS employers 
and 10% PERS employers
P. 8 line 2, p. 72 line 16

Current employee contribution Repealed
Board members -Increases the PERS and TRS 

members from 2 to 4 
-PERS & TRS members are 
elected by their m em ber groups
p. line 24 -  p.48 line 5

Board terms -each member serves no more 
than 2 consecutive 6 years 
terms. Terms staggered by 3 
years, p. 48 lines 6-9

-each m em ber serves no more 
than 2 consecutive 4 year 
terms. Staggering o f terms in 
determined by the governor.
P. 106 lines 20-22

C reating a new DC account
Employee Contribution Rate 8%  p. 15 line 20. p.82 line 31 8%
Employer Contributor! Rate (to 
DC pension account)

4.5% p. 16 line 10. p. 83 line 20 4.5%

Total employer contribution 
rate

4.5% to DC pension accoi nt; 
2% to HRA, 3.5 PERS + 3.75 
TRS to medical = 10.25% TR S, 
10% PERS

4.5% to DC pension account, 
2% to HRA, 1.75% to medical 
= 8.25%

M edical Benefits
Medical eligibility

|
30 years o f  service access only 
until normal retirement age or 
retire directly from the system 
with 10 years o f  service, age 
60-months pre-Medicare 
eligible, p .26 lines 5-18, p.93 lines 
15-28

25 years o f  service police/fire, 
30 years o f  service “o ther” any 
age receive access to the 
system. 10 years of service 
receive medical benefits at age 
65. p .92 Hues 27-28



Medical benefits package -At age 60 months pre- 
Medicare receive a subsidy 
based on years o f  service, 30% 
for 10 years increasing by 3% 
for each additional year until 30 
years o f  service, o r  90%.
-health care inflation is shared 
by retiree and system. Subsidy 
is calculated from a subsidy 
base that increases by no more 
than 5% annually 
•when retiree becomes age 
Medicare eligible, their 
premium amount and subsidy 
base decrease by aprox. Vi 
p .26 line 19 - p .28 line 15, p .93 line 
29 -  p . 95 line 25

-At age 65 retiree receives a 
subsidy based on years o f  
service, 70% for 10-14 years, 
75% for 15-19 years, 80%  for 
20-24 years, 85% 25-29 years 
and 10% 30+ years. 
p.25 line 1 0 -2 7  line 26 
p.92 line 25 -  p.94 line 21

Employer contribution required 
for medical benefits

3.75% TRS, 3.5% PERS 
p. 16 line 12, p.83 line 22

1.75%
p. 15 line 17, p.83 line 1

HRA, m em ber access An employee has access to 
their HRA plus accumulated 
interest at normal retirement 
age after 10 years o f  service. 
Any amount o f  time may pass 
between em ployment periods to 
fulfill vesting requirements, 
p. 28 lines 25 -  27 + p . 59 lines 20 
- 2 7

An employee has access to 
their HRA when they become 
eligible for medical benefits. If 
an employee leaves 
employment for more than 10 
years, their HRA account will 
be terminated. If they reinstate 
employment within 10 years 
the balance will be restored 
from when they were 
terminated without accrued 
interest or adjustments. 
p. 58 lines 7-15

HRA em ployer contribution 
amount

2% p . 59 line 15 3% p .58 line 2

Penalty for fraud Removed Me existing language 
that a person who knowingly _ L



makes a false statement 
“forfeits all rights under this 
chapter. Language confirms to 
PERS AS 39.35.670 
p. 13 lines 5-8, p.97 lines 25-28

D O L  instructors Allow D O L  instructors to 
remain in TRS if they were 
previously a TRS m em ber
p. 14 lines 16-20, p.80lines 26-31

Deleted.

Legislative intent -Intent language in Sec. 1 states 
that R&B implement by 
regulation cost-saving 
measures in the retiree health 
c i ' r r '  system (cites examples) 
p. 2 line 5-16
-Requires annual report to 
legislature by R&B on 
implementation o f  cost saving 
measures/;. HO lines 11-14

Deleted.



PERS (Alternative)

8% employee and 5% employer contribution = 13% in DC account
Projected Benefits -  Rate o f Return 8.25%

F E M A L E
N um ber o f 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $71,410 $3,892 69%
20 $253,745 $9,589 92%
30 $689,604 $18,069 118%

M A L E
Num ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $71,410 $4,219 75%
20 $253,745 $10,395 99%
30 $689,604 $19,588 128%

A ssum ptions:
Beginning Salary 32,000
Defined Contribution pension account percentage 13%
Anchorage CPI 3.73%
Real rate o f  interest 4 .52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Employer contribution to DC account 5%
Employer contribution to Medical Plan 2.5%
Employer contribution to HRA 2.5%
Total Employer contribution 10 %
24 year average employer contribution 10.9% - 11.1%
5 year average employer contribution 10.8% - 11.5%

Prepared by the office o f Rep. Paul Seaton using model provided by Professor Richard Solie



Projected V alues for H ealth R eim bursem ent A ccounts

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



THE FOLLOWING DOCUMENT(S) 
HAVE BEEN REFILMED TO 

ASSURE LEGIBILITY OR PAGINATION

Central Microfilm Services
Departement of Education & Early Development
State of Alaska



PERS (Alternative)

8% employee and 5% employer contribution = 13% in PC  account
Projected Benefits -  Rate o f Return 8.25%

F E M A L E
Number of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $71,410 $3,892 69%
20 I  -53,745 $9,589 92%
30 $689,604 $18,069 118%

M A L E
Number of 
years worked

D C account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $71,410 $4,219 75%
20 $253,745 $10,395 99%
30 $6u9,604 $19,588 128%

A ssum ptions:
Beginning Salary 32,000
Defined Contribution pension account percentage 13%
Anchorage CPI 3.73%
Real rate of interest 4 .52%
Salary increase 3%
Based on 2000 mortality tabic (M ercer’s projections are based on a 1994 mortality table)

Employer contribution to DC account 5%
Employer contribution to Medical Plan 2.5%
Employer contribution to HRA 2.5%
Total Employer contribution 10 %
24 year average employer contribution 10.9% - 11.1%
5 year average employer contribution 10.8% - 11.5%

Prepared by the office o f Rep. Paul Seaton using model provided by Professor Richard Solie



TRS (Alternative)

8% employee and 5% em ployer contribution = 13% in DC account
Projected Benefits -  Rate of Return 8.25%

F E M A L E
N um ber of 
years worked

D C account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded comparer' :o current DB 
plan

10 $83,769 $4,566 69%
20 $ 2 9 7 /  >8 $11,248 92%
30 $808,948 $21,196 114%

M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared  to current DB 
plan

10 $83,769 $4,949 75%
20 $297,658 $12,194 99%
30 $808,948 $22,978 123%

A ssu m p tion s :
Beginning Salary 37.538
Defined Contribution pension account percentage 13%
Anchorage CPI 3.73%
Real rate o f  interest 4.52%
Salary increase 2%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Employer contribution to DC account 5%
Employer contribution to Medical Plan 2.5%
Employer contribution to HRA 2.5%
Total Employer contribution 10.5%
24 year average employer contribution 10.9% - 11.1%
5 year average employer contribution 10.8% - 11.5%

Prepared by the office o f  Rep. Paid Seaton using model provided by Professor Richard Solie



P rojected V alues for H ealth R eim bursem ent A ccounts

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



*

Sum m ary Of State Affairs PERS/TRS Bill

Changes to Existing Tier
-Equal employee and employer contributions. The employee will contribute l/ i  o f the 
Actuarially Com puted Rate with a ceiling o f 13% for PERS and 14% for TRS. The employer 
will contribute '/i the Actuarially Computed Rate with a floor o f  10% for PERS and 11% for 
TRS.

-Preferred d ru g  list. Retirees will be required to use the provider 's  preferred drug list whenever 
available. If a com parable drug is not available on the provider’s preferred drug list, the retiree’s 
medical plan will pay for the non-formulary medication. However, if the choice is due to 
preference, the retiree must pay the difference between the generic/formulary version and the 
brand name one. T! is does not change any co-pay requirements.

-Definition of ad hoc Post Retirement Pension Adjustment (PRPA). The conditions upon 
which the administrator may distribute an ad hoc PRPA (a 4% increase in pension payment due 
to a rise in the cost of living) are a) when the administrator determines there is an increase in the 
cost of living and b )  when the financial condition o f  the retirement fund permits. This bill 
defines the “ financial condition o f  the retirement fund” as 100% funded, or the present value of 
all the m em ber benefits accrued by members in the system ( i n  o t h e r  w o r d s  n o  o u t s t a n d i n g  

u n f u n d e d  p a s t  s e n d e e  c o s t  l i a b i l i t y ) .

Creating a Defined Contribution (DC) tier
-E m p lo yee  contribution. Employee contributes 10% under PERS and 11% under TRS to their 
DC account.

-Employer contribution. Employer contributes 10% under PERS and 11% under TRS to the 
em ployee’s retirement. That contribution is broken out for PERS into 3.5%- for medical, 1% for 
a Health Reimbursement Account (HRA) and 5.5% to retiree’s DC account. That contribution is 
broken out for TRS into 3.75% for medical, 1.5% for a Health Reimbursement Account (HRA) 
and 5.75% to a retiree’s DC account.

-Base S a la ry  Only. Employee has a one-time choice to contribute based on a) their basic pay 
only (excluding bonuses, cost differentials, etc) or b) on their total salary. The base used for 
calculating the em ployer’s contribution will reflect the em ployee’s choice.

-Vesting. Employee is immediately vested in both (heir portion of their DC account and their 
employers (excluding employer medical and HRA contributions).

-Investment options. The employee may choose between several investment options put forth 
by the PERS/TRS board with varying degrees o f  risk. It is the intent of this legislation to offer 
the S tale’s Supplemental Annuity Plan as a framework for management and member investment 
options of the defined contribution retirement fund



-Roll o v e r  f ro m  one qua lif ied  p lan  to an o th e r .  A terminated em ployee 's  D C  account can be 
rolled over into a qualified plan. A new hire can roll over an account from a previous 
em ployer’s qualified plan into their State DC account. No additional em ployer m atching liability 
is attributed to any roll over.

-T ra n s fe r  o f  em ployees in a n  ex isting  t ie r  to a defined  co n tr ib u t io n  tier.  All non-vcstcd 
current tier employees have un until 90 days from the effective date o f  this legislation to transfer 
to a defined contribution plan. This is a one-time transfer and all em ployees will be required to 
sign a docum ent confirming that they understand the implications o f their transfer. Upon 
transfer the employee will bring with them into the new system the dollar am ount they and their 
em ployer contributed towards their pension to be placed in their DC account. They will also 
bring with them the dollar amount from their em ployer’s contribution to their medical benefits 
necessary to buy the accumulated years of service under the new DC plan. The em ployee’s 
years of service will count towards their medical benefit requirements under the DC plan.

-S ta te  a id e  to P a s t  Serv ice  C ost. The state will create the Past Service Offset Account 
(PSCOA), a separate fund to pay the past service cost rate associated with all em ployees under 
the defined contribution tier. This account will pay the individual em ployer’s past service cost 
rate associated with their DC tier em ployees (new hires and transfers) up to the average past 
service cost rate for all members. For TRS the payment amount from the PSCO A  is equal to the 
past service cost rate and for PERS the individual past serv’^e cost rates are based 011 employer 
history.

M edical co m p o n en ts  o f  Defined C o n tr ib u tio n  tier

-E ligib ility  re q u ire m e n t  fo r  m edical. A retiree must retire directly from the system to be 
eligible for medical benefits, either at the age of 60 with 10 years of service or 30 years o f  
service. The m em ber must be em ployed in the system a minimum of 12 continuous months 
before retiring. M em ber’s dependents (spouse and eligible children) are eligible for medical 
benefits. If a retiree dies, m em ber’s dependents arc still eligible.

-E ar ly  R e tire m e n t .  A retiree who has satisfied 30 years o f  service but has not yet reached 60 
will receive access only to a the medical plan.

-N orm al R e tirem en t.  Normal retirement is at the age o f  60 whereupon the retiree is granted 
access to a medical plan and a subsidy to pay the premium for that plan depending on their years 
of service. The subsidy amount begins at 30%  for 10 years of service and increases 
incrementally by 3% for each additional year o f  service until 30 years, o r  a 90%  subsidy.

-M ed ica re  Eligible. Upon becoming eligible for Medicare (age 65), the retiree’s plan will 
remain the same, however their prem ium  is reduced. The same percentage o f  state subsidy based 
on years o f  service applies.

-H ealth  R e im b u rs e m e n t  A cco u n t (H R A ). A HRA is established for each m em ber to help pay 
for premiums, co-pays, deductibles and any other applicable health care expenses the m em ber or 
their dependents may have. The em ployer will contribute 1 % o f the em ployee’s salary to their 
HRA for PERS and 1.5% lor TRS.

2



Changes to Current Tiers Under the Proposed Bills
Bills SB 141 HB 177 and HB State Affairs Bill

170

Prescription drug 
Changes

None None Requires retirees to 
purchase prescription 
drugs from a preferred 
drug list unless 
otherwise 
recommended

Employee 
Contribution Rates

One-half the NCR1 set at 
an increase of .5% every 
year until the employer 
contribution rate reaches 
'/i the NCR.

HB 177- One-half 
the amount 
needed to fund the 
system (ACR)2 
with a maximum 
increase o f 5% 
per yeur. 
Police/fire 
contribute 
additional 1%

One-half the amount 
needed to fund the 
system (ACR) caped 
at 13% for PERS5 and 
14% for T RS4. 
Maximum increase of 
5% per year.

Employer 
Contribution Rales

No mo>e than 5 %  increase 
in PSC5 rate per year.
Not less than the 
difference between the 
NCR and the employee 
contribution.

No more than 5 %  

increase in PSC 
rate per year

No more than 5% 
increase in PSC rate 
per year. One-half the 
NCR with a floor at 
10% PERS. 11% TRS

Ad hoc PRPA’s Places limiting conditions 
on ad hoc PRPA’s'

None Places limiting 
conditions on ad hoc 
PRPA’s

PERS/TRS Board Eliminates PERS & TRS 
Board and ASPIB .
Creates new ARMS Board 
with fiduciary 
responsibility only, and 
designates other aspects of 
current boards.

HB 170. Changes 
the requirements 
for members of 
the PERS & TRS
Boards.

None

COLA Repeal COLA" None None
Refunded re-hires No longer allow re­

instating past employees 
at current tier status. A 
past employee who has 
cashed out of the system 
cannot buy back that time, 
vest and collect benefits.

None None

1 NCR -  Normal Cost Rate
2 ACR - Actuarial Com puted Rate
5 PERS -  Public Employees Retirement System
4 TRS -  T eacher's Retirem ent System
5 PSC - Past Service Cost
6 PRPA -  Post Retirem ent Pension Adjustment
7 ASPIB -  Alaska Slate Pension Investment Board
'  ARM -  Alaska Retirem ent Management
9 COLA -  Cost o f  living adjustment
Prepared by the Office c f Rep. Paul Seaton 3/29/2005 1 of 1



PERS Aide to Communities From Past 
Service Cost Offset Account: Actual Dollar

Value
Millions o f dollars

6 0 0

Tier IV
A  A  A  A  A  A  A  A  a -  A  A  A  A

Existing Tiers

Total PSC Payments

Total Employer PSC 
Payments After 
State Aide

Valuation Year



Aid To Communitines From Past Service Offset Account
Actual Dollar Value

Valuation Year PSC State Aide Until B lended Rote Total PSC Paymnets Total Employer PSC Payments After State Aide
2005 59,854,472 61.024,000 1,169,528.32
2006 74,216,999 146,707,000 72,490,000.62
2007 88,999,019 238.945,000 149,945,980.60
2008 104,493,323 280,279,000 175,785,677.45
2009 120,568,676 295 088,000 174,519,324.47
2010 137.353,683 310,344,000 172,990,317.09
2011 154,783,006 326,448,000 171,664,994.14
2012 172.841,421 343,250,000 170,408,579 13
2013 191,780,849 360,869,000 169.088,151. uj
2014 211,311,021 379,348,000 168,036,979.32
2015 231,514,256 398,753,000 167,238,741.40
2016 252,484,282 418,799,000 166,314,717.88
2017 274,195,360 4 9̂,709,000 135,513,640.43
2018 296,674,517 461,776,000 165,101,482.84
2019 319,821,065 484,879,000 165,057,935.50
2020 343,579,788 509,151,000 165,571,211.62
2021 368,075,67b 534,694,030 166,618,323.77



«

1 Current PERS Tier Current PERS Tier State AITairs DC Senate BUI 141 • DC House Bill 191 - DC
l/I I TRS Tier 1 DB II/ I I I  & TRS Tier II PERS/TRS Bill

j Plan DB Plan

PERS employee 
contribution rate

6.75% other 
7.5% Police/firc 
9 6% school district

6.75 or 7.5% other 
7.5% Police/fire 
9.6% school district

10% all members 8% all members 
voluntary % up to IRS 
limit

8% other 
police/fire 8.5%>

TRS employee 
contribution rate

8.65% 8.65% 1 1 % all members 8% all members 10% all members

Vesting 5 years PERS 8 years TRS
5 years PERS 8 years TRS

Employee is 
immediately vested 
in both employee 
and employer 
contribution

Immediate for employee 
contributions

Fully vested in employer 
contributions after 5 years 
(graduated scale o f  
25%/yr)

Employee is immediately 
vested in both employee 
and employer contribution 
(however employer 
contribution is grad'tated)

Retirement Age 55 normal -  50 early 
30 "others"20 police/fire 
20 teachers

60 normal -  55 early 
30 "others"
20 police/fire 
20 teachers

Any age Any age Any age

PERS & TRS Benefit 
Formula

2% up to 2.5% 
multiplier per year DB 
multiplier X years of 
service X high 3 year 
average salary

2% up to 2.5%j 
multiplier per year DR 
multiplier X years o f 
service X high 3 (TRS) 
or 5 (PERS) year 
average salary

20% PERS (includes 
1%. for HRA & 3.5% 
for medical)
22% TRS (includes 
1.5% for HRA & 
3.75% for 
medical)

16% per year to a DC 
account and investment 
earnings (includes 1% for 
HRA & 3.5%' for 
medical)

5 yr graduated vesting 
scale o f 25% increase per 
year)

HRA - 1% average salary 
of employee subgroup up 
to $500 annual limit

16% after five years o f 
service - before 5 years a 
percentage o f the 
employer contribution is 
distributed at ( 1“ yr 0%, 
2nd yr 25%. 3,dyr 5 0 % .4 ,h 
y r7 5 % .5 d,yr+ 100%)

Medical Do not have to retire 
directly fiom the system 
to be service or age 
eligible for medical 
coverage

Medical plan premium 
paid by retirement 
system for all retirees 
and dependents.

Except Tier 11 retirees

Do not have to retire 
directly from the system 
to be service or age 
eligible for medical 
coverage

Must have 10 years of 
service for system-paid 
coverage over age tiO.

Employees with less 
than 10  years pay full

Must retire directly 
from the system with 
either
60 years adjusted to 
the change in 
mortality rate when 
adopted w/ 10 years 
of service 

OR
30 years service 

Early retirees -

Must retire directly from 
the at age
65 w/ 10 years o f service 

OR
25 yrs police/fire 
30 yrs other

Access to medical 
coverage with one year of 
active service prior to 
retirement and age 65 
with 10 years of service.

Must retire directly from 
the system at age 
65 w/ 10 years o f service 

OR
25 yrs police/fire 
30 yrs other

Access to medical 
coverage with one year o f 
active service prior to 
retirement and age 65 
with 10 years o f service.

Prepared by the Office of Rep. Paul Seaton 3/24/2005 loO



Current PERS Tier 
I / l l  TRS ie r lD B  
Plan

Current PERS Tier 
I I / I I I  & TRS Tier II 
DB Plan

State Affairs DC 
PERS/TRS BUI

Senate E ill 141 - DC House BiU 191 - DC

and survivors pay full 
premium under age 60.

premium for access to 
coverage.

Access to system, no 
subsidy till age 60 
adjusted
Retirees over 60 
adjusted- Access to 
defined dollar 
medical with subsidy 
depending on length 
o f se? vice.

Retries over 
Medicare eligible 
age -  Access to 
medical with a 
reduced premium 
and percent subsidy 
based on years of 
service

Reimbursed for 
qualified medical 
expenses from HRA.

or at any age after (1) 25 
years for peace 
officer/firefighter, or (2 ) 
30 years for all others

Retiree and survivors Day 
full premium until 
Medicare eligible

After Medicare eligible, 
retiree shares cost based 
on years o f service.

Reimbursed for qualified 
medical expenses from 
HRA

or at any age after (1) 25 
years for peace 
officer/firefighter, or (2 ) 
30 years for all others

Retiree and survivors pay 
full premium until 
Medicare eligible

After Medicare eligible, 
retiree shares cost based 
on years of service.

Reimbursed for qualified 
medical expenses from 
HRA.

Employer Normal Cost 
R ate PERS

Current Normal Cost 
Rate 13.24%

20 year average 10.86'#

Current Normal Cost 
Rate 13.24% (8.68% 
medial, rest pension)

20 year average 10.86%

10% (3.5%' medical, 
1%HRA)

8.25% (3.5% pension, 
3.75% medical, \%  max 
$500 HRA)

8% w/ following 
conditions -  151 yr 0%, 2nd 
yr 25%. 3,d yr 50%. 4lh yr 
75%, 5yr+ 100%

E m ployer N orm al Cost 
R ate TRS

Current Normal Cost 
Rate 13.24%

20 year average 11.16%

Current Normal Cost 
Rate 13.24%
(9.07% medical, rest 
pension)
20 year average 11.16%

11% (3.75% 
medical, 1.5% HRA)

8.25% (3.5% pension, 
3.75% medical. 1% HRA)

8.75% w/ following 
conditions -  I” yr 0%. 2nd 
yr 25%, 3,d 50%, 4lh yr 
75%, 5yr+ 100%

Risk Employer bears all the 
risk

Employer bears all the 
risk

Employer risk is 
minimal, employee 
bears investment risk

Employer risk is minimal, 
employee bears 
investment risk

Employer risk is minimal, 
employee bears 
investment risk

Salary  only All salary (including 
overtime, bonuses, etc)

All salary (including 
overtime, bonuses, etc)

Employee option 
jase salary or total 
salary

Unknown Base salary only

Roll Over Accepts rollover from 3oes not accept roll to ll over accepted Roll over accepted from Docs not accept roll over

Prepared by the Office of Rep. Paul Seaton 3/24/2005 2of3



—  —“--------------------------- Current PERS Tier Current PERS Tier State Affairs DC Senate BUI 141 • DC House Bill 191 • DC
l/I I TRS Tier I DB II/U I &  TRS Tier II PERS/TRS Bill
Plan DB Plan

qualified programs over from qualified 
programs nor can you 
rollover into a qualified 
r ogram

from qualified 
programs and you 
can roll over into a 
qualified program

qualified programs and 
you can roll over into a 
qualified program

from qualified programs 
but you rollover into a 
qualified program

Investm ent O ptions ASPIB manages 
investments

ASPIB manages 
investments

ASPIB manages 
investments similar 
to SBS

Participant controls 
investments and lias 
access to a range of 
investment options from 
the ARM Board ARM has 
all fiduciary
responsibility. Managed 
similar lo SBS

ASPIB manages 
investments

State F inancial H elp N/A N/A Past Service Cost 
Offset Account 
2.681 billion

69.5 million lo 
compensate 5% increase 
in employer costs FY05 
-FY06 (for school 
districts this is inc. in the 
BSA)

None

T ransfe r o f  em ployee 
to a DC plan

1

N/A N/A Allows the transfer 
o f current, non­
vested employees to 
a DC account within 
90 days from the 
enactment o f 
legislation

None None

Prepared by the Office of Rep. Paul Seaton 3/24/2005 3of3
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TR S J 
FIB 23JFProjected Benefits -  R ate o f  Return 8.25%

F E M A L E
Number of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB

$98,267 $5,356 81:2% 
107.34% 
138.93%'

$349,176 $13,195
*948.959 $24,864

M A L E
Number of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $98,267 $5,806 88.02%
20 $349,176 $14,304 116.37%,
30 $948,959 $26,954 150.61%

A ssum ptions:
Beginning Salary 37,538
Defined Contribution pension account percentage 15.25%
Anchorage CPI 3.73%
Real rale o f  interest 4.52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections arc based on a 1994 mortality table)

Prepaied by the office of Rep. Paul Seaton using model provided by Professor Richard Solie



TR S  
H B 238 Projected B enefits -  Rate o f Return 6.25%

F E M A L E
Num ber of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $88,937 $3,999 60.62%
20 $282,592 $8,809 71.66%
30 $678,771 $14,671 81.97%

M A L E
Num ber of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $88,937 $4,428 67.12%
20 $282,592 $9,754 79.35%
30 $678,771 $16,245 90.77%

A ssum ptions:
Beginning Salary 37,538
Defined Contribution pension account percentage 15.25%
Anchorage CPI 3.73%
Real rate o f  interest 2.52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Prepared by the office of Rep. Paul Seaton using model provided by Professor Richard Solie



PERS
HB 238 Projected Benefits -  Rate of Return 8.25%

F E M A L E
Num ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $79,650 $4,341 77.2%
20 $283,023 $10,695 102.06%
30 $769,174 $20,153 132.09%

M A L E
Num ber t f 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $79,650 $4,706 83.69%
20 $283,023 $11,594 110.64%
30 $769,174 $21,848 143.2%

A ssum ptions:
Beginning Salary 32,000
Defined Contribution pension account percentage 14.5%
Anchorage CPI 3.73%
Real rate of interest 4.52%
Salary increase 3%
Based on 2000 mortality table (M ercer's projections arc based on a 1994 mortality laMc)

Prepared by ihe office of Rep. Paul Seaton using model provided by Professor Richard Solie 3



PERS
HB 238 Projected Benefits -  Rate of Return 6.25%

F E M A L E
N um ber o f 
years worked

D C account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $72,087 $3,241 57.64%
20 $229,053 $7,140 68.14%
30 $550,174 $11,892 77.94%

M A L E
Num ber o f  
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

%  funded com pared to current DB 
plan

10 $72,087 $3,589 63.82%
20 $229,053 $7,906 75.45%
30 $550,174 $13,167 86.3%

A ssu m p tion s :
Beginning Salary 32,000
Defined Contribution pension account percentage 14.5%
A nchorage CPI 3.73%
Real rate o f  interest 2.52%
Salary increase 3%
Based on 2000  mortality table (M ercer’s projections are based on a 1994 mortality table)

Prepared by the office of Rep. Paul Seaton using model provided bv Professor Richard Solie



PERS
SB 141 Projected Benefits -  Rate o f Return 8.25%

F E M A L E
Num ber o f  
years woi k^d

DC account 
lump sum at 
termination

Beginning 
annuit ’ in 
2004 dollars

% funded compared to current DB 
plan

10 $68,664 $3,742 66.5%-
20 $243,985 $9,220 87.99%. K

30 $663,081 $17,374 113.87% r J

M A L E
Num ber of 
years worked

DC account 
lump sum  at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared lo current DB 
plan

10 $68,664 $4,057 72.15%.
20 $243,985 $9,995 95.38%
30 $663,081 $18,834 i 23.45%

A ssum ptions:
Beginning Salary 32,000
Defined Contribution pension account percentage 12.5'*
Anchorage CPI 3.73%
Real rale e. interest 4.52%
Salary increase 3%
Based on 2000 mortality table (M ercer 's  projections arc based on a 1994 mortality table)

Prepared by the office of Rep. Paul Seaton using model provided by Professor Richard Solie



TRS
SB 141 Projected B enefits -  Rate o f Return 6.25%

F E M A L E ]

N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $72,899 $3,278 49.69%
20 $231,632 $7,221 58.74%
30 $556,370 $ 12,026 67.19%

M A L E
N um ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $72,899 $3,629 55.02%
20 $231,632 $7,995 65.04%
30 $556,370 $13,316 74.40%

A ssu m p tio n s :
Beginning Salary 37.538
Defined Contribution pension account percentage 12.5%
Anchorage CPI 3.73%
Real rate o f  interest 2.52%
Salary increase 39?
Based on 2000 mortality table (M ercer’s projections are based on a 1994 mortality table)

Prepared by the office of Rep. Paul Seaton using model provided by Professor Richard Solie



1 Projected Benefits -  Rate o f  Return 8.25%

F E M A L E
Num ber of 
years worked

D C account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

%  funded com pared to current DB 
plan

10 80,547 4,390 66.55%
20 286,210 10816 87.99%
30 777,835 20,380 113.87%

M A L E
N um ber o f  
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared lo current DB 
plan

10 80,547 4,759 72.15%
20 286,210 11,725 95.38%
30 777,835 22,094 123.45%

A ssum ptions:
Beginning Salary 37,538
Defined Contribution pension account percentage 12.5'7 
Anchorage CPI 3 .7 3$
Real rate o f  interest 4 52%
Salary increase 3 $
Based on 2000 mortality table (M ercer 's  projections are based on a 1994 mortality table)

Prepared by the office of Rep. Paul Seaton using model provided by Professor Richard Solie



PERS
SB 141 Projected Benefits -  Rate of Return 6.25%

F E M A L E
Num ber of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded com pared to current DB 
plan

10 $62,144 $2,794 49.6%
20 $197,460 $6,155 58.74%
30 $474,288 $10,251 67.19%

M A L E
Number of 
years worked

DC account 
lump sum at 
termination

Beginning 
annuity in 
2004 dollars

% funded compared to current DB 
plan

10 $62,144 $3,094 55.02%
20 $197,460 $6,816 65.04%
30 $474,288 $11,351 74.4%.

A ssum ptions:
Beginning Salary 32,000
Defined Contribution pension account percentage 12.5%
Anchorage CPI 3.73%
Real rate of interest 2.52%
Salary increase 3%
Based on 2000 mortality table (M ercer’s projections arc based on a 1994 mortality table)

Prepared hy the office of Rep. Paul Seaton using model provided by Professor Richard Solie


