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House Bill 277

The fiscal impact of this legislation is difficult to quantify for the following reasons:

1.

The Teachers’ Retirement System (TRS) is funded with rates charged against the salaries of
active members (certificated teachers and administrators), and earnings from fund
investments. Teachers currently pay 8.65% and employers pay 12% of salary into TRS.

The State of Alaska employs only approximately 100 of the 9,300 active TRS members. The
rest of the members are employed by Alaska school districts. Therefore, the fiscal impact of
any legislation falls on school districts, not the State of Alaska. Since a fiscal note reflects
the cost of legislation to state government, even legislation with a high cost to TRS could
show minimal fiscal note impact.

Currently, when a retired TRS member returns to TRS covered employment, the member’s
retirement benefit is suspended until the member again retires. Under this legislation, the
benefit would no longer be suspended, so the meraber would receive a TRS retirement check
and a TRS employer paycheck. System demographics indicate that relatively few TRS
retirees currently return to employment covered by TRS. If this were to continue, our
actuaries have estimated that the legislation would only increase TRS rates by approximately
0.01 percent of payroll. If this were the case, the long-term employer contribution rate of 12
percent of payroll would be adequate to fund the System.

However, relieving the penalty for retired members to come back to work may increase the
number who choose to do so. We asked our actuaries to quantify the possible impact if this
occurs.

Our actuaries focused on the portion of the population for whom the legislation produces a
measurable cost increase — members who earn 20 years of service before otherwise becoming
eligible for retirement. We found that for these members, retiring when they first achieve 20
years of service, returning to work for two years and then re-retiring increases the liability
associated with their benefits by about 10%. If half of the members elect to do this, we
estimate that the annual cost increase would be approximately 0.75% of total TRS payroll.
The cost increase is roughly proportional to the assumptions. For example, if all employees
who attain 20 years before other retirement eligibility return to work for 2 years, the cost
increase should be about 1.5% of payroll. Moreover, if the period of return is doubled, so is
the cost.
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