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Good Morning.  My name is Valerie Kenny and I am currently the president of ASEA/AFSCME Local 52.  I live in Anchorage and am a constituent of Senator Cathy Giessel.  I am speaking today in my role as president as a representative of over 8,000 Public Employees who work both for the state of Alaska and for the local municipalities.

Passage of SB 121 is our organizations number one political goal.  With this legislation, we are seeking to fix Alaska’s Retirement System.  We are seeking to fix the retirement system for the benefit of the state, local municipalities and for our local school districts.  We are also seeking to fix the retirement system for the employees who work for these public employers.


 SB 121 is the most recent attempt to reinstitute a traditional pension system for our public employees.  This bill represents a new strategy of returning to a defined benefit system involving shared risk for the employees and employers by providing a pension option for public employees.  This new system will be known as Tier 5.  Risks will be shared and the benefits enjoyed by both employers and employees.  

It is our goal to reinstate defined benefit option without additional costs to employers.  We think we can reach this goal in SB 121.

[bookmark: _GoBack]SB 121 would allow employees to choose between a defined benefit and a defined contribution option.  Current employees in the defined contribution have no choice but to join the Defined contribution plan.  SB 121 would expand that option to include a defined benefit retirement option which would be known as Tier 5.  The option is called Tier 5 because it is less of a benefit than was offered in Tier 3, the prior pension system.  SB 121 will asked the public employee to pay more from their paycheck to receive this Tier 5 benefit.  Current Tier 3 employees pay a percentage of their paycheck for this pension.  Tier 5 employees of the future will pay more for that same pension benefit.  The additional % of pay will be used to make Tier 5 cost neutral for the employer.

Buck Consulting has told this committee that switching for Tier 4 to Tier 5 actually saves money for the employers.  (Buck has concluded that switching from Defined Contribution to Defined Benefit saves the employer about $6.2 million annually.)  This additional cost savings will also be used to make the new retirement system, Tier 5, cost neutral.  It is our opinion that these additional contributions to the retirement system will eliminate any concern that the new Tier 5 will not pay for itself from regular contributions from both employees and employers.



Most of the unknown cost in a future defined benefit system will arise from the increasing cost of health care.  We believe that SB 121 will reduce or eliminate that future risk by shifting some of the cost to the employee for premium payments and by having the employee wait until they are Medicare eligible to receive system provided health care.

Retirees will pay full premium until Medicare eligibility unless they retired with 30 years of service.  That means no longer will the employee be able to receive health care coverage upon retirement after only 5 or 10 years of service.  To receive this benefit, the employee will have to work a full 30 year career with an Alaskan Public Employer.  Short of that, the employee must pay the full premium until they reach Medicare eligible age.   

SB 121 would save the employer money my holding off health insurance until the employee is Medicare eligible and by requiring the employee to pay a portion of their health insurance premium.  SB 121 retains many of the benefits provided by Tiers 3 at a cheaper cost for the employer.  This is the way that the new Tier 5 retirement system saves money for the employer and makes this new system “Revenue Neutral”.

Thank you for your time and for consideration of SB 121.  I encourage you to pass this legislation on the Senate Finance Committee.
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