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May 2, 1<K78
Steve Cowper, Chairman
House Finance Committee
Alaska State Legislature
Dear Representative Cowper: RE: HB 820 (as amended)

HB 820, reoently reported by the House HESS Committee, with a 60 years age
limitation, 1is sorely marginal because it neither adequately nor fairly applies
to an optimum range of deserving TRS retirees.

Age alone is not a satisfactory criterion, as is illustrated by the following
substandard circumstances— i.e., HB 820 as amended allows any 60 year old retiree
with the following "minimum levels" of creditable service to be entitled to the
pension adjustment provisions...

(1) with 15 years of creditable service

(@) " 8 years of membership service

@ - 5years of membership service & 3 yearsof BIA Alaska service
@ " 20 years of membership service

G) ¢ 20 years of membership service,including BIlAAlaskaservice

..to repeat, any of the above minimum levels of service would entitle the 60 year
oId retiree to the pension adjustment provisions in HB 820.

Not one of the above 5 examples achieves an exemplary level of service! The 60 years-
of-age criterion with those substandard levels of service does not compare satisfacto—
rily withthe examples of other deserving TRS retirees between 50and 60 years of

age whose teaching careers extended over 25, 30, ormore years of service.

Noteworthy cases of retirees who would bo disqualified by the 60 years/age-only
limitation are too numerous to be exceptional.. For example:

Case 01: The retiree who at 56 with 27 years (23 in Alaska) of creditableservice
will not be eligible for pension adjustment for 4 years.

Case 02: The retiree who at age 55 with 31 years (27 in Alaska) of creditable
service will not be eligible for pension adjustment for 5 years.

Case 03: The retiree who nt ago 54 with 30 years (23 in Alaska) of ere*, itablo
service will not be eligible for pension adjustment for 6 years.

Case 04: The retiree who at age 53 ie now on "disability” due to heart problem
and who meanwhile would be eligible for the pension adjustments under
HB 820- but will be actually disqualified from such pension adjustments
at the earlior event--upon (1) acquiring 25 years of creditable service
or upon reaching age 55.

By contrast:

Case "A\" The 60 years-old retiree with only 8 yearn of membership (in Alaska)
service who becomes eligible on 7/1/7B for any declared pension adjust-
thoreafter.

Case "BV The 60 years-old retiree with only 15 yoor3 (5 in Alaska) of creditable
service who ia eligible on 7/1/78 for any declared pension adjustment.
«

Note: It seems especially unfortunate that these occasional disability cases,
often coincidental with age and stress, will all be converted to "normal
retirement” 3tatus no later than age 55- also disqualified thereafter for
eligibility under HB 820"s pension adjustment provisions.

We earnestly contend that to discriminate among deserving retirees under the pressure
of limited funds requires a more adequate and fairer means qualifying retirees
for the benefits to be granted.

Therefore, at the point on page 02, line 9, of the House HESS Corr-Jttee $ amending
insertion (for the word "teachers™) we urge that the following language be substi—
tuted:

.""those persons receiving disability or survivor benefits and to any
other member currently receiving retirement benefits whose age is 50 years
or older or whose creditable years of service total at least 25 years,
provided further that the total sum of each such member"s combined age
and number of creditable years of service shall be at least 75 years".



In applying the amending language which we request, the basic requirements will
become: (for example)

(1) retiree with 25 years® creditable service + 50 years age = 75
(2) retiree with 20 years” " " + 55 " " =75
(3) retiree with 15 years’ " " + 60 " " =75

- . all of which seems to be in harmony with the need to base eligibility for
the benefits being granted on broader, wider criteria- i.e., (@) age and (b)
service.

Younger retirees in their mid-40"s who qualify for 20 years"™ membership service
retirement may not be entitled to HB 820"s provisions— noting, our (ASRTA) retired
teachers organization has never supported the 20 years"™ retirement eligibility.

Also, a number of TRS members with prior 20 years™ military service pensions
(age 20 to 40 in military service) will become qualified after 20 years" TRS
membership service at age 60 (age 40 to 60 in teaching service) for HB 820°s
pension adjustment provisions— allowable but paradoxical- while other, better
qualified TRS retirees (whose retirement credentials are more impressive, whose
fund contributions were greater) but whose ages are less than 60- thereby dis—
qualifying them from the pension adjustment provisions of HB 820.

As a 2nd change, noting the extremes between lower and higher salaried persons,
as well as the limited availability of funds, we farther propose that there be
a built-in ceiling for pension adjustment amounts, based on one of the two
following options:

Option Kl: . . ."that the maximum amount of any pension adjustment increase
received by any retiree shall be limited to no more than 25 %
greater than the median (average) amount of all such benefit
increases being granted".

_Or_

Option ff2: . . ."that the declared percentage (up to 4 %) of such pension
adjustment to be granted 3hall be uppliod only to a maximum limit
not exceoding the initial $20,000 amount of any retiree®s retire—
ment benefit per annum.

The more optimum "option" above should be chosen- noting that #1 above may be,
over time, more flexible and responsive to inflation- whereas //2 above may be
somewhat easier to implement.

Whether higher salaried administrative personnel (public school or U. of Alaska)
have a right to expect a full 4 % pension adjustment to bo applied to their entire
annual retirement benefit amounts which may range upwards to comparatively high
levels— may be a sensitive issue. Considering again the (1) limitation of funds
and (2) the possible magnitude of some retirement benefit amounts— our consensus
is— we think not!

Thereforo, it is fitting to implement the seemingly sound idea of an interim
coiling level whereby the limited funds available can be distributed more widely
and effectively so A3 to render relief against inflation-caused 10S3 of jxirchasing
power— particularly to that portion of the retirees® incomes more directly connect—
ed with baBio economic noeds.

tolile wo appreciate any effort and intent to constructively refer HB 820 onward
tn the legislative process, the 60 year/age-only limitation seems ill-advised,
as carefull study of the applied circumstances will indicate. We view the nge-
only criterion as being dysfunctional in that it oreatea a disparity involving
"age" and "'service"."

In summary, we respectfully contend that these circumstances warrant the two basic
changes recommended heroin- namely:

(1) Inclusion of both age and service criteria in the eligibility require—
ments for HB 820"s pension adjustment provisions

(2) Inclusion of a built-in ceiling {%) limit or a limited portion (maximum)
to which only the declared percentage of pension adjustment would be
applied.

Respectfully., / . [N

cc: Cftge—#. Bar¥, €EhaiFman Stanley M. Knedlik, Chairman Legislative
House HIIISS Committee Alaska State Retired Teachers Association

Robt, Van Houte, NEA-Alaska Central Alaska Retired Teach A iati
Mary Carle, President - ASRTA entra aska Retired Teachers Association

Catherine Larson, President - CARTA
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Dear Mt Parr, Chaiman: e éﬁﬁéﬂﬂmn

| urge the HESS Committee Mentes to favorably report HB 820 as an
immegliate and viable mears of providing a perennial system of funding
post-retirement pension adjustments in step with increases in the
coBt-of-living for TRS retirees.

The potential of HB 820's proposal can be best illustrated by the
funding that would have been provided in 1977 if it had been in
operation, when the State's and the Employlng Scnool Districts' res-
pective contribution levels were lowered to 643 # each. The o
comoined differentials (oelow 7 3 of 57 %each, _totalln% more than
Lis aﬁphed (times) to the TRS Payroll of approximately #215,000,000
would have Frowded more than #2,000,000 for the honus account fund
to be established—an amount substantial enough, with the investment
returns, to have paid a 4 9 pension adjustment for all TRS retirees
for 3 or 4 years.

That is a persuasive possibility, and our membership of the Alaska
State Retired Teachers Association strongly su8x1rta ad Urges your
favorable consideration of this measure, H8 820,

Chaiman - |¢ i%%teigse
o STt Refred, Tepche Aol



April 6, 1978
(Ijﬁgislative Beard of Retirement Benefits analysis and recommendations

House Bill No. 820
g?eFBo% endorses the attached fiscal note as its fiscal analysis

ggepgggrgeﬁd%gvh%%%a{%%grnendat|on, by a majority vote, that H 820



" THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL : NOTE.
EFIPHesolutAnn t08t2f9 .
Requested by. — Dae
v

Admmlstratlon - DIV*SIOH of Retirement and Benefits
Cate or gnremen% Benefl E 2
o%et Reque if(») Atfected  Teachers1" Retlremen ystem

EXPENDITURES  (Thousands of Dollars)
YR KO & K& 8

%B PERSOJNAL SERVICES 102
e us
AU AeSTRUCTURES 09
gl:Ei\ll CLAIMS ETC 1%2 211% 2331 2§951/. 28%8
TOTAL 0 255 zé%ﬁ 238‘% 3155~ 3470
FUNDING  (Thousands of Dollars)
%EHEBAI_W 23710 2007 2868 3155 470
OTHER (Specify)
TRS . 285
POSITIONS
il -
'IEE O%%ERY G iios.

IIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section 110
1 Efst%aste FY 7 covered TRS payroll to be $214,000000, with estimated annual increase

2. Combined employer contribution rat nd ate Match not. at 13r of payroll hased
on new actu nXl assumption adopte TF% E&oaré1 Py

3 Increase in combined TRS State Match and employer contribution rate would be .182

4. Administrative costs as attached.

V. DATE WOUR______ FRERNREP BY — RolidiGn & Mefrement—t-Benefits
E)Crlglnal Leglsé?tglﬁ Finance PHONE 465—4460 il

rMe Sponsor ?Egrsﬁ egislator Named) Representative Cowper
Office ol the Goverfor (Keith Specking)



ATTACHMENT

Bill/Resolution No. HB 820

ASSUMPTIONS:

A W N

Estimated FY79 Payroll (Total System) $214,000,000
State Contribution Rate to Fund Bill .09 %
State TRS Matching Rate to Fund Bill .09 %
School District Rate to Fund Bill .09 %

COST ANALYSIS:

Employer Payroll Rate Cost Appropriation
1. Department of Education $ 5,800,000 X .09 % $ 5,220 To Their Budget
2. University of Alaska $ 43,500,000 X .09 % $ 39,150 To Their Budget
| 44,370
3. State TRS Matching $214,000,000 X .09 % $192,600 To TRS Match
4. State TRS Regular Budget:
Personal Services $ 10,190 lo Personal Services
Travel $ To Travel
Contra;tqal $ 17,500 To Contractual
Commodltles $ To Commodities
Equipment $ .800 To Equipment
COST TO"STATE IN FY79 $265,460
5. All School Districts $164,700,000 X .09 %  $1j18 , 230
TOTAL COST IN FY79 $413,690

REMARKS:

1. Personal Services --one temporary Retirement & Benefits Specialist - 6 man months.
Monthly Salary - $1,551 x 6 $ 9,306
Benefits at 9.5% $ 884

$10,190
2. Contractual Services - $17,500 for initial EDP systems design and development of

PRPA analysis and calculation programs.

Equipment - Desk, chair, calculator, etc. = $ 800
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PMS REP CHARLES PARR
CHAIRMAN HESS COMMITTEE

AS A RETIRED TEACHER | SUPPORT HB820. AS A REASONABLE AND
AFFORDABLE ANSWER TO THE INCREASING COST OF LIVING HB866 IS
LONG AND CUMBERSOME. | SUGGEST Ii NOT BE PASSED OUl OF HESS

COMMITTEE TILL FURTHER STUDY IS DONE AND PROPER PEVISIONS
ARF. MADE.

CATHERINE LARSON
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0005? NL ANCHORAGE AIAiISKft p? "M-i M 34 )7 ftST
PMS THE HESS COM-VITTEE PEP CHAP!.IE ?AL°, CHAIPMAN
JIIN i . 1 - .t
THE FCLLOVINS MISERS OF THE ALASKA ™"TATE AND CEN"T"."AL ALASKA
N, W7 “ —*  Htf*.- e>*-m W =
SETTRED TFftCHENS %®3S<CIfr IONS IN WORKSHO <= Tfinfty UROE YOU*
SUPPORT HR8?0 TC ALLOW A iETHOD FOR FUNDING % <O0ST BTT"EVENT
PE-310 N ftr USEVENT. VS 3ELIEVS HB86? NEF E TO BF AMENDED
BECAUSE OF Op.JECTIONA.3LE FEATOPES. I STATEMc” 17 (u) aS m
ACCURftL 130 PAYMENT OF TECHER PENSIONS, ftS WELL AS IN OTHER
factions payment of disability survivors and ”~ousec stfosifS,
? DO NOT SUPPORT THIS BILL AS IT STAINinp NOV. WE SUPPORT PO%h
HOUSE PII.L ScOB AND 63S.
"0 SULLICAN. CATHY LARSON, F"7JANCES PAY, ALICE THO -SON
SEATRICE vCDONALD, WABY CARLS, THELMA KNOWLES, EVELYN VSACH,
ROBERT VEACH, JOHN REVOLINSKI, HELEN ERICKSON,
LEAH PSTrR50N STAN3EPY, EARGO BPITCH, JOSEPHINE LACHANCE,

MAY*- ELLE GERMAN, HELEN JSLEY, TYNE HFftHKEfcO, JOAN MCKINNON,

CORA KENDALL, R"TH HUDSON, ZETTY SUTHERJ.ANR
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