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MINUTES

JOINT INTERIM COMMITTEE ON PUBLIC RETIREMENT & 
SOCIAL SECURITY PROGRAMS



August 20, 2007 




___________________
COMMITTEE MEMBERS PRESENT:  Senators Jimmy Jeffress, Senate Co-Chair; Jim Luker, Senate Vice Chair; Paul Bookout, Steve Bryles, Steve Faris, Barbara Horn and Gene Jeffress; and Representatives Eric Harris, House Co-Chair; Aaron Burkes, House Vice Chair; Toni Bradford, Eddie Cheatham (alternate), Ed Garner, Jim House (alternate), Bruce Maloch, George Overbey, Jr., David Powers (alternate), and Scott Sullivan. 
ALSO PRESENT:  Representatives Bill Abernathy, Tommy Baker, Jerry Brown, David Cook, Eddie Cooper, Monty Davenport, Otis Davis, David Dunn, Marilyn Edwards, Curren Everett, Billy Gaskill, Rick Green, Willie Hardy, Ray Kidd, Buddy Lovell, Mike Patterson, Benny Petrus, Beverly Pyle, Gregg Reep, J.R. Rogers, Lindsley Smith, Randy Stewart, Denny Sumpter, Chris Thyer, Charlotte Wagner, John P. Wells, and Jon Woods; and Senators Jack Critcher, Bill Pritchard, Robert Thompson, and Terry Smith.

Representative Eric Harris, House Co-Chair, called the meeting to order.  
MINUTES - DECEMBER 13, 2006 MEETING  (EXHIBIT C) 
Without objection, the minutes were adopted.  

FINAL STATUS OF BILLS REFERRED TO THE JOINT COMMITTEE ON PUBLIC RETIREMENT AND SOCIAL SEC. PROGRAMS  (EXHIBIT D)

Representative Harris referred committee members to Exhibit D to review the final status of bills referred to the committee.

CONSIDERATION TO ADOPT FOR INTERIM STUDY:  (EXHIBITS E-1 - E-13)
ISP 2007-007 - "requesting a study of possible legislative review of proposed increases in employer contribution rates or grants of additional authority to the ATRS" - Representative Rick Saunders, sponsor  (Exhibit E-1)
ISP 2007-019 - "to allow members of the Arkansas State Highway Employees Retirement System to purchase service credit for police service" - Representative Roy Ragland, sponsor  (Exhibit E-2)  
ISP 2007-021 - "an act to provide that certain city aldermen shall be members of APERS and to allow purchased credited service for certain service of city aldermen" - Representative Tommy Lee Baker, sponsor  (Exhibit E-3)
ISP 2007-022 - "an act concerning retirement benefits under the State Police Retirement System" - Representative Mike Burris, sponsor  (Exhibit E-4)  
ISP 2007-023 - "an act to equalize retiree group health insurance premium costs and to permit state contributions to group health insurance premium costs for participants in the Arkansas Teacher Retirement System who are not state employees" - Representative Steve Harrelson, sponsor  (Exhibit E-5)  
ISP 2007-024 - "an act mandating the participation of nonuniform employees in the Arkansas Public Employees Retirement System" - Representative David Johnson, sponsor  (Exhibit E-6)  
ISP 2007-025 - "an act to allow a member of an alternate retirement plan to elect to transfer to the Arkansas Teacher Retirement System and concerning the membership of the ATRS" - Representative David Johnson, sponsor 
(Exhibit E-7)    
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ISP 2007-027 - "to address disparities in the allowance of purchasing service credit in state retirement systems for members of the armed forces reserves and the Arkansas National Guard" - Representative Randy Stewart, sponsor   (Exhibit E-8)
ISP 2007-029 - "to permit a district judge enrolled as a contributory member in the Arkansas Public Employees Retirement System to receive credit as a contributory member for noncontributory service as a deputy prosecuting attorney" - Representative Tommy Lee Baker, sponsor  (Exhibit E-9)  
ISP 2007-118 - "an act to provide for an interim study of teacher health insurance benefits" - Senator Jimmy Jeffress, sponsor  (Exhibit E-10)
ISP 2007-119 - "an act concerning the ATRS earnings limitation" - Senator Jimmy Jeffress, sponsor  (Exhibit E-11)
ISP 2007-123 - "an act concerning credited service in the Arkansas Judicial Retirement System for service in certain positions" - Senator Henry "Hank" Wilkins, sponsor -  (Exhibit E-12)
ISP 2007-124 - "an act to allow fire and police chiefs to earn extra service credit" - Senator Mary Anne Salmon, sponsor  (Exhibit E-13)
Upon motion by Representative Maloch, and second by Senator Faris, the above interim study proposals were adopted. 


STATUS OF STATE-SUPPORTED RETIREMENT SYSTEMS:
Highway Employees Retirement System 
Mr. Larry Dickerson, Executive Secretary, reported that the June 2006 actuarial report shows a return of 12.35%, above the actuarial assumption of 8%.  The funding status in 2006 was 96.5% and is expected to close the gap to 98% in 2007.  The system fell behind on S&P equities, which were up 20.6 % (system was at 16.4%).  In the first quarter of the year, the system was over-weighted in energy stocks causing the stocks to be depressed.  Mr. Dickerson stated that actuarially the system is doing well and he is very comfortable with the portfolio.
Local Police and Fire Retirement System
Mr. David Clark, Executive Director, reported the system's June 30, 2007, portfolio was up 4.84% with an increase of 14.78% over last year.  The system has $772 million in assets ($52 million increase) and is 91% funded.  LOPFI has 10,700 active members, 2,400 retired members, and pays out $2 million per month to retirees and survivors.   
Teacher Retirement System
Mr. Paul Doane, Executive Director, reported the return on the system's portfolio was 17% and valued at $11.5 billion as of June 30, 2007.  He stated the bulk of the system's portfolio (45%) is in domestic stocks but feels it should be more diversified.  There are 347 districts in the fund, 86,500 active members, 26,000 retirees, and a total distribution of $550 million.  Mr. Doane stated that the funding ratio as of June 2006 was 80.2%.      
Public Employees Retirement System
Ms. Gail Stone, Executive Director, reported the system's rate of return was 18.01%, with a top rate of 20% on domestic equities; 7.11% on fixed incomes; 25.11% on international stocks; and 15.62% on alternatives, such as real estate and timberland.  At the end of May 2007, the system was valued at over $6 billion but fell to $5.985 billion by the end of June 2007.  Due to an increase in retirees, the required employer contribution rate will drop between 11-11.25% with the final percentage to be determined after careful analysis by the actuary and submitted to the board at the November meeting.  The system's unfunded liability is currently 89%.  Ms. Stone also said the APERS board ratified maintaining the 18% contribution rate for district judges for at least one year. The combined normal cost of the benefits and the unfunded liability is 38.26% of payroll.
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State Police Retirement System
Ms. Gail Stone, Executive Secretary, reported the system is meeting performance with a 17.2% total return for the fiscal year (above the 7.34% assumed actuarial rate) and a 5-year return of 11.4%.  The system closed out with a market value in excess of $250 million and the funded status is 75.77%.   The insurance premium tax transfer is $3.6 million.  
Judicial Retirement System
Ms. Gail Stone, Executive Director, reported the system's rate of return was 14.41% and valued at $170 million at the end of the fiscal year.  The funding status has improved to 98.1%, up from 90% in 2005.   
DISCUSSION OF ACT 802 OF 2007  (EXHIBIT G)
"pertaining to benefits, credited service, eligibility requirements, employee and employer contributions, and the administration of the Arkansas Local Police and Fire Ret. System".  Representative Eric Harris, Sponsor, said this will be an interim study group of legislators and interested parties that will meet a later date to discuss these issues.  
REPORT ON THE ARKANSAS FIRE AND POLICE PENSION GUARANTEE FUND - DECEMBER, 2006 (EXHIBIT H) 
Mr. David Clark, Executive Director, Local Police and Fire Retirement System, said the purpose of the Guarantee Fund is to provide financial assistance to the closed police and fire pension funds in the state and the most recent distribution of money was to nine locations in the amount of $580,458.    
CONSULTING ACTUARY CONTRACT  (EXHIBIT I)
Mr. Jody Carreiro, Actuary, requested the committee's consideration to renew the consulting actuary contract for the period beginning July 1, 2007 [increase of $2,000 (2%) for the next biennium].  
Upon motion by Representative Harris, and second by Representative Sullivan, the consulting actuary contract was renewed for the next biennium beginning July 1, 2007.


There being no further business, the meeting adjourned at 2:30 p.m.
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