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Original Sponsors: Buchholdt, Cato Offered: . 3/16/81
and Zharoff Referred; Finance

BY THE HEALTH, EDUCATION &
IN THE HOUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL NO. 118 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the teachers®™ retirement system;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.110(a) is amended by adding a new paragraph to
read:
(Mhas at least 20 years of credited service, the last 10
of which have been membership service.

* Sec. 2. This Act takes effect July 1, 1981.

CSHB 118 (HESS)



: n
FISCAL NOTE

REQUEST .

Title An Act relating to the Teachers' Retirement System
Requested by

<Il. FISCAL DETAIL

Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Labor Services and Elementary & Secondary Education

BRU, Program, or Subproman(s) Affected 02-96-8-01-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCH)

(Note: Ifmore than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86

100  PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EOUIPMENT

600 LAND & STRUCTURES

700  STATE TRS MATCHING 17277 19005 20906 2299.7 2529 7
100  BENEFITS 3124 343.6 378.0 416.8 467.4
TOTAL -0- 2,0401 22441 2,4686 2,7155 2,987.1

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- 2,040.1 22441 24686 2.7155 2.987.1
FEDERAL FUNDS

VETERAN'S FUND

FISH & GAME FUND

HIGHWAY FUND

AIRPORT FUND

CAPITAL FUND

PERS

TRS

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

1. This biV does not affect deferred vested teachers. .

2. Of the 7,300 active teachers, 2,916 teachers have outside service. Of these
with outside service, 2,376 will qualify for retirement under existing
provisions and will not be affected by this bill. The remaining 540 teachers
will be affected by this bill.

3. The total 5present value of the benefits being granted under this bill is
$27,837,558.

4. To fund this bill, the TRS contribution rate must be increased by 1.32%
of covered payroll (the TRS contribution rate is split 50/50 between
the State matching contribution and the school district contribution).

5. Estimate FY82 TRS covered payroll to be $261,775,000, increasing
10% annually.

q W
Iv. DATE  04/29/81 PRF.PARRD BY Paul B. Arnoldt, Director
AGENCY Division of Retirement & Benefifs
Original: Legislative. Finance PHONE 465-4460
CcC: Budget and Management

Prime Sponsor (First Legislator Named)  Representative Buchholdt
Office of the Governor (Keith Specking)



ATTACHMENT

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System)
2. State Contribution Rate to Fund Bill
3. State TRS Matching Rate to Fund Bill
4, School District Rate to Fund Bill
COST ANALYSIS:
Employer Payroll
1. Department of Education $ 4,712,000
2. University of Alaska $ 42,617,000
State TRS Matching $261,775,000

State TRS Regular Budget:
Personal Services
Travel
Contractual
Commodities
Equipment

COST TO STATE IN FY82

All School Districts
TOTAL COST IN FY82

$214,466,000

REMARKS:

Bill/Resolution No. CS HB 118 (HESS)

$261,775,000
.66%
.66%
.66%
Rate Cost  Appropriation
X .66% $ 31.1To Their Budget
X .66% $ 2813 To Their Budget
$ 3124
X .66% $1,727.7 To TRS Match
$ -0- To Personal
$ -0- To Travel
$ -0- To Contractual
$ -0- To Commodities
$ -0- To Equipment
$2,040.1
X .66% $1,415.3
$3,455.4



. REQUEST , |
Bill/Resolution No. CS.House Bill No. 118 (HESS) (Revised)
Title An Act relating to the Teachers' Retirement System

Requested by. Date

n. FISCAL DETAIL o , o , ,
Agency Affected Administration = Division of Retirement & Benefit's
Program Category Affected Labor Services and Elementary & Secondary Education
BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCH)
(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY.81 FY 82 FY 83 FY 84° FY 85 FY 86

J0Q
200
300
400
500
600

700
100

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EOUIPMENT

LAND & STRUCTURES
STATE TRS MATCHING *
BENEFITS

1.900.5
343.6

1.727,7
3124

2,090.6
378.0

7,679.7
467 4

2,799.7
416.8
-0-

TOTAL

FUNDING
GENERAL FUND

2,040.1 2,244.1

(Thousands of Dollars)

-0- 2,040.1

2,244.1 12,468.6

24636 27155 29371

2,7155 2,987.1

FEDERAL FUNDS
VETERAN'S FUND
FISH & GAME FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUND
PERS

TRS

POSITIONS  NONE

FULL TIME

PART TIME

TEMPORARY )

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1)

I
1. This is a revised Fiscal Note and supersedes the Fiscal Note for "CS House Bill
No. 118 (HESS)" dated 04/29/81.
2. This bill does not affect deferred vested teachers. , o
3. Of the 7,300 teachers, 2,916 teachers have outside service. Under the provisions
of this bill, the impact would be equivalent to approximately 480 full-time teachers
retiring three years earlier. As a result of the psychological stimulus provided in
the bill, there would be an additional estimated impact equivalent to 540 full-time
teachers retiring one year earlier under existing statutory provisions,
4. The total present value of the benefits being granted under this bill is $27,837,558.
5. To fund this bill, theTRS contribution rate must be increased by 1.32% of covered
Ba}/,roll (the TRS contribution rate is sp,llt 50/50 between the State matching contri-
ution and the school district contribution). . .
6. Estimate F! 82 TRS covered payroll to be $261,775,000, increasing 10% annually.

IV. DATE 05/26/81 PREPARED BY Paul B. Arnoldt, Pirector, £
AGENCY Division of Retirement & Benefits
Original: Legislative Finance PHONE 465-4460

cc: Budget and Management .
Prime Sponsor (First Legislator Named) Representative Buchholdt

Office of the Governor (Keith Specking)



ATTACHMENT

CS HB 118 (HESS)
Bill/Resolution No. REVISED

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System) = $261,775,000
2. State Contribution Rate to Fund Bill = .66%
3. State TRS Matching Rate to Fund Bill = .66%
4. School District Rate to Fund Bill = .66%
COST ANALYSIS:
Employer Pa.yrol 1 Rate Cost  Appropriation
1. Department of Education $ 4712000 X .66% $ 311 To Their Budget
2. University of Alaska $ 42,617,000 X .66% $ 2813 To Their Budget
$ 3124
3. State TRS Matching $261,775,000 X .66% $1,727.7 To TRS Match
4, State TRS Regular Budget:
Personal Services $ -0- To Personal
Travel $ -0- To Travel
Coni *actual $ -0- To Contractual
Commodities $ -0- To Commodities
Equipment $ -0- To Equipment
COST TO STATE IN FY82 $2,040.1
5. All School Districts $214,466,000 X .66% $1,415.3
TOTAL COST IN FY82 $3,455.4

REMARKS:

6/SBS/D1



OVERVIEW OF CSHB-11S

1. Prior to 1578 teachers coming into Alaska were required
to claim and were indebted to the TRS for outside service.
Although these people had to pay into the fund that contri—
bution did not count towards their twenty (20) years required
to retire.

2. Since 1978 the law has been changed so that teachers
coming into the system are not required to claim outside
service and if they do claim it they must pay the full
actuarial costs. Therefore KE 118 does not apply to these
people..

3. This bill affects 540 teachers who have been in the
system since before 1978.

4. The bill would save the TRS fund 110 Million over the
period of benefits for these individuals because they would
retire at 40% of a lower salary instead of 50% of a higher
salary. The figures used below arCconservative and the
original salary based on the fiscal note.

20 Year Retiree 25 Year Retiree
$37,000 estimated average.salary $51,900
.40% % rate ".50%

$14,800 Annual benefit paid $25,950

y 30 yrs * Life expectancy X ""25 yrs
$444,000 Pay-out to age 75 $648,750

X 540 Max # persons affected ¢ "X "Th40

$239,760,000 . . $350,325,000

The estimated difference of $110,565,000 is, by far, more
than the fund would receive into the system in five years of
additional service.

5. The law, as written at this time, 1is discriminatory to
those 540 teachers and unconstitutional.

6. Passage of this law would therefore, save the fund money
over a period of years and circumvent a possible court case
challenging the discrimanation factor of forcing those members
to pay into the fund and not allow it to count towards their
20 years.

Eugene G. Kubina, President
Alaska Federation of Teachers
P.0. Bo>c 1665

Valdez, Alaska 99686
(907)835-2663
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CS FOR HOUSE BILL NO. 118 (HESS
. IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION'
A BILL
For an Act entitled: "An Act relating to the teachers' retirement system;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.110(a) is amended by adding a new paragraph to
read:
(7) has at least 20 years of credited service, the last 10
of which have been membership service.
* Sec. 2. This Act takes effect July 1, 1981,

-1 - PCHR Iljj/urcc”



Members of the House HESS Committee

House bill #118 1is designed to. eliminate the inequities now
inherent in the present teacher retirement.law. a case in point:

Teacher A began teaching, in.Alaska in 1961 for-a starting
salary of $3,000. She paid into the fund at the mandatory
employee contribution rate each year until she retired 1in
1981. She retired with 20 years of service an began receiving
full benefits according to retirement fund law at this time.
(]
Teacher B began teaching in Minnesota in 1961. Five years
later, she moved to Alaska, bought into the Alaska Teacher
Retirement System and paid all reinstatement and arrearage
fees plus interest for the years of service in Minnesota.
(Payment for outside service is mandatory) However, Teacher
B must teach twenty-five years before being eligible for
retirement with full benefits.

Obviously, there is an inequity here and the law is not just as
presently written.

Some persons have expressed fear that a 20 year retirement bill

would not be actuarially sound. According to our figures, however
this fear is unfounded. In fact, it can be noted that a 20 year
retirement would actually save the system money. Ultimately, *

a teacher being able to retire with 20 years service will be less
costly to the fund, as opposed to a teacher who must teach for

25 years.

In further consideration for passage of HB 118, another actuary
condition should be contemplated. For example, the average life
span (according to Metropolitan Life Insurance actuary table for
men and women) 1is seventy-five years. Because of this 1long life
expectancy, it is more reasonable from a fiscal viewpoint to
allow a 20 year retiree to draw upon the fund for a period of

30 years at 40% (based upon the current formula for determining

pension benefits) than to have a 25 year retiree draw for 25
years at 50%



The following illustration bears out this point:

20 Year Retiree 25 Year Retiree

$37,000 (estimated average salary $51,900
.40% % rate .50%

m3$raT78"00 Annual benefit paid $25,950

X 30 yrs eLife expectancy X 25 yrs
$444,000 Pay-out to age 75 $M8775U

X 540 # persons affected X 540 -
$239,760,000 Total cost to fund $350,325,000

The estimated difference of $110,565,000 1is, by far, more
.than the fund would recieve into the system in five years of

additional service.

In other areas, there are cases where employers find it
financially sound to encourage employees to retire early.

An employer could hire two beginning teachers for what is now

being paid one teacher with twenty plus years of service.

In reality, many-teachers will not use the option of becoming
twenty year retirees. Some cannot afford to retire; others
are very comfortable and wish to teach far beyond the minimum
years of service required for retirement. They have reached
the top of the salary scale and greatly enhance their benefits

by remaining within the system.



JERMAIN, DUNNAGAN & OWENS

WILLIAM K. JERMAIN ATTORNEYS AT LAW
g:ﬁgtg? S'ODWEN?GAN SOl WEST FIREWCED LANE,SUITE 201 Telephone
' ANCHORAGE, ALASKA S9503 Area Code 907
RANDALL O.SIMPSON
HOWARD S -TRICKEY 276-6532
JAN HART OcYOUNS »n
ASSOCIATE : March 31, 1981
GAIL ROY FRATIES
OF COUNSCL

Alaska Federation of Teachers
Local No. 1175

600 West 41st Avenue
Anchorage, AK .99503

Dear Sirs and Mesdames:

In response to your request regarding AS 14.25.110(a)(4),
this firm is pleased to state the following preliminary opinion
after initial research of Alaska Statutes and case law:

The statute, by requiring greater years of service
of teachers who began their careers outside Alaska,
unjustifiably denies a benefit on the basis of the
exercise of a fundamental constitutional right, and
therefore violates the United States and Alaska
Constitutions.

Analysis: The effect of the statute is to deny to
teachers who began their teaching careers outside Alaska the
right to full retirement benefits after 20 years of credite"d
service, 1including five years of membership service. Teachers
who move to Alaska must teach at least 25 years of credited
service, of which the last five must be "membership service"”
in Alaska schools, while teachers who begin their careers 1in
Alaska, and continue to teach for 20 years, may retire with
full benefits after 20 years "membership service."” Thus, a
teacher who works five years 1in Wisconsin, moves to Alaska,
buys into the Teachers Retirement, system for the five years,
must then teach a total of 20 years in Alaska. If a teacher
begins work in Alaska the same day, and continues thereafter 1in

Alaska, he or she will be eligible for full benefits five
years earlier.

This scheme is affected by the requirement, prior to
1978, that teachers moving to Alaska were compelled to "buy
into" the System by paying reinstatement, arrearages, and
interest for each year taught outside Alaska.



Alaska Federation of Teachers -2- March 31, 1981

The Supreme Court.of Alaska announced in State v.
Wylie, 516 P2d 142 (AK 1973) that it recognized that the freedom
to travel throughout the United States uninhibited by statutes,
rules or regulations which unreasonably burden or restrict
this movement is a fundamental right under the United States
Constitution. " (T)he right to interstate travel is itself a
fundamental right and any classification which serves to
penalize the exercise of that right must be subjected to strict
judicial scrutiny. State v. Wylie at p.147. /State v. Wylie
concerned a durational residency requirement for state
employment. The Supreme Court noted that although "there is
no constitutional right to employment by the state, the. state
may not deny a benefit to a person on a basis that infringes
his constitutionally protected interests.”™ State v. Wylie at
p.1l46. And, though the state has no duty to provide employ—
ment, 1t may r.ot restrict the opportunity for it on the basis
of an invidious distinction between classes of citizens.
State regulation of public employment must accord with the
Fourteenth Amendment. State v. Wylie at p.146, citing Purdy &
Fitzpatrick v. State, 71 Cal 2d 566, 79 Cal Rptr 77, 455 P2d
645, 657 (CA 1969). Ultimately, the Supreme Court concluded
that the state may not limit public employment to new residents
as a means of saving money, or of reducing unemployment and
"upgrading Alaska®™s human resources.”™ These 1interests were not
so substantial®., so compelling, that they necessitated
burdening the constitutionally protected right to travel.

More recently, in William v. Zobel, Op 2170 (AK 1980)
and in Hicklin v. Orbeck,"565 P2d 159 (AK 1977), the Alaska
Supreme Court rejected the imposition of durational residency
requirements under a more .relaxed test than "strict scrutiny.”

Hicklin concerned the Alaska Hire law, and in affirming Wylie
tl.e Court noted: "

"The state also suggests that our scrutiny should be
less strict because Alaska Hire does not bar nonresidents
from employment, but merely gives a preference to

residents. But as long as there are available Alaska
residents, it is a bar to those who cannot meet the
residency standards. Be it bar or preference, the

appellants (have been penalized). 565 P2d 166.
And in "Zobel 1" the Court stated that:

"When a law conditions the receipt of some right
or benefit upon a period of residency, we will balance



Alaska Federation of Teachers -3- March 31, 1981

r J
the importance of the denial of the right or benefit
against those legitimate government objectives which
make it justifiable to classify people on the basis of
their length of residency.” Williams v. Zobel,
supra at p.13.

The Supreme Court has long rejected the state"s
interest in saving money as a justification for limiting the
benefit of public employment to a classification of persons.
This 1s the- only legitimate state purpose that might be
advanced in support of the present disparity in the Teachers
Retirement System. ITf it could not, under the above cases,
support disparate treatment in hire, it certainly cannot
support disparate treatment in conditions of employment -
particularly when they so severely penalize past exercise of a
fundamental constitutional right.

If you have any further questions in this regard,
please do not hesitate to contact this office.

Very truly yours,

JERMAIN, DUNNAGAN & OWENS

William K. Jermain
KK/jk

Enclosures



n. FISCAL DETAIL -
Agency Affected Administration - Division of Retirement & Benefits
Program Category Affected Labor Services and Elementary & Secondary Education ~
BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCH)
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES * (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86
100 PERSONAL SERVICES..
2000 TRAVEL
300 CONTRACTUAL
400 COMMODITTE.S
500 EOUTPMENT

600 LAND & STRUCTURES f

700  STATE TRS MATCHING 1,727.7 1,900.5 2,090.6 2,299.7 ? 670 7

100 BENEFITS 312.4 3436 378.0 415 R 457.4
TOTAL -U- 2,040.1 2,244.1 2 468.6 2,7155 20987.1

FUNDING .(Thousands of Dollars)

EDERAL FUNDS ’ . Yy
VETERAN'S FUND -
FISH & GAME FUND
HIGHWAY FUND
Alk.ORT FUND * °
CAPITAL FUND
PERS °
TRS *

POSITIONS None

G UN
F U
U

FULL TIME |
PART TIME j #
TEMPORARY

. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. This bill does not affect deferred vested teachers.

2. Of the 7,300 active teachers, 2,916 teachers have outside Service. Of these
with outside service, 2,376 will qualify for retirement under existing
provisions and will not be affected by this bill. The remaining 540 teachers
will be affected by this bill.

3. The total present value of the benefits being granted under this bill is
$27,837,558.

4. To fund this bill, the TRS contribution rate must be increased by 1.32%
of covered payroll (the TRS contribution rate is split 50/50 between
the State matching contribution and the school district contribution.

5. Estimaltle FY 82 TRS covered payroll to he $261,775,000, increasing 10%
annually.



Introduced: 2/5/81
Referred: Health,Education &
Social Services and Finance

1 TN THE HOUSE BY BUCHHOLDT,CATO AND ZHAROFF
2 HOUSE BILL NO. 118

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the teachers”™ retirement system;

7 and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 14.25.110(a)(4) is amended to read:
10 4) has at least 20 [25] years of credited service, the last
n 10 [FIVE] of which have been membership service;
2

* Sec. 2. This Act takes effect July 1, 1981.
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v 7T, . THE LEGISLATURE OF THE STATE OF ALASKA Page 10f 2
TWELFTH LEGISLATURE

FISCAL NOTE

|, REQUEST
Bill/Resolution No. House Bill No. 118
Title An Act Relating to the Teachersl Retirement .-ivstpm
Requested by Date.

n. FISCAL DETAIL . , o , :
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Labor Services and Elementary & Secondary Education

BRU, Program, or Subprogram(s) Affected 0Z-96-B-t)I-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCHT

(Note: If more than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86

100 PERSONAT. SERVTOES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

s00 EOUIPMENT

600 LAND & STRUCTURES

700  STATE TRS MATCHING 1,727.7  1.900.5 2,090.6  2,2.99.7. 7
100  BENEFITS 312.4 343.6  378.0 416 8 457.4
TOTAL _U- 20401 2024471 24686  2,7155 2,987.1

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- 2,040.1 2,244.1 2,468.6 2,7155 2,987.1

FEDERAL FUNDS
VETERAN'S FUND
FISH & GAME FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUND
PERS

TRS

POSITIONS None

FULL TIME
PART TIME
TEMPORARY

[11. ANALYSIS (See Fiscal Note Preparation Instructions, Section Il)

1. This bill does not affect deferred vested teachers. . .

2. Of the 7,300 active teachers, 2,916 teachers have outside Service. Of these
with outside service, 2,376 will qualify for retirement under existing
provisions and will not be affected by this bill. The remaining 540 teachers
will be affected by this Dbill. . . R

3. The total %resent value of the benefits being granted under this bill is
$27,837,558. - .

4. To fund this bill, the TRS contribution rate must be increased by 1.32%
of covered payroll (the TRS contribution rate is split 50/50 between
the State matching contribution and the school district contribution.

5. Estimate FY 82 TRS covered payroll to he $261,775,000, increasing 10%

annually.
Mz,
IV. DATE  3/11/81 PREPARED BY Paul B. Arnoldt.-Director, .
AGENCY Division of Retirement &.Benefits.
Original: Legislative Finance PHONE 465-4460
cc: Budget and Management

Prime Sponsor (First Legislator Named)  Representative Buchholdt
Office of the Governor (Keith specking)



ATTACHMENT

Bill/Resolution No. HB 118

ASSUMPTIONS:
1. Estimated FY82 Payroll (Total System) = $261,775,000
2. State Contribution Rate to Fund Bill = .66%
3. State TRS Matching Rate to Fund Bill = -66%
4. School District Rate to Fund Bill = .66%
COST ANALYSIS:
Employer Pa.yrol 1 Rate Cost  Appropriation
1. Department of Education $ 4712000 X 66% $ 311 To Their Budget
2. University of Alaska $ 42,617,000 X .66% 281.3 To Their Budget
$ 3124
3. State TRS Matching $261,775000 X .66%  $1,727.7 To TRS Match
4. State TRS Regular Budget:
Personal Services $ -0- To Personal
Travel $ -0- To Travel
Contractual $ -0-  To Contractual
Commodities $ -0-  To Commodities
Equipment $ -0-  To Equipment
COST TO STATE IN FY82 $2,,040.1
5. All School Districts i3] $1,415.3
TOTAL COST IN FY82 $3,455.4

REMARKS:



) r S W
THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTF. 3

|. REQUEST
Bill/Resolution No. House Bill No. v9 .
Title Authorizing the Alaska Federation of Teachers tn parfiripatP in t-Hp T.bsl

Requested by _Date

n. FISCAL DETAIL o , - , ,
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Lahor Services and Elementary & Secondary Education

BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-02 (TRS) 02-11-8-02-01-00 (TRS MATCHX

(Note: Ifmere than one budget component is affected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENJITURES  (Thousands of Dollars)

FY 81 . FY 82 FY 83 FY 84 FY 85 FY 86

100 PERSONAT. SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EOUIPMENT
600 LAND & STRUCTURES
700  STATE TRS MATCHING -0- 2.7 2.9 3.0 3.2 3.4
100  BENEFITS
TOTAL -0- 2.7 2.9 3.0 312 3.4

FUNDING  (Thousands of Do! lars)

GENERAL FUND -0- 2.7 2.9 3.0 3.2 3.4
FEDERAL FUNDS :
VETERAN'S FUND

FISH & GAME FUND

HIGHWAY FUND

AIRPORT FUND

CAPITAL FUND

PERS

TRS

POSITIONS  None

FULL TIME
PART TIME
TEMPORARY

I11. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)
1. One former employee (M. Peters) and one current employee (G. Kubina) of the
Alaska Federation of Teachers (AFT) would currently be affected by this bill.

2. Based upon Attorney General's Opinion dated 10/28/75 (attached), a]l retroactive
contributions for former employee M. Peters and service prior to the effective
date of this Act (7/1/81) for G. Kubina must be paid by the AFT or the employee.

3. Our actuary estimates that the cost to the State (TRS State Matching Funds) for
subsidizing AFT's participation in TRS (one employee—future service) would be
approximately $2.7 per year increasing at 6% for each year of future service.

TV DATE 3/9/81 prepared RY Paul B. Arnnldt., Director— 7 >ri
AGENCY Division of Retirement A Benefits

Original: Legislative Finance PHONE 465-4460

cc: Budget and Management

arime Sponsor (First Legislator Named) Representative Cato and 0*Connell
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You have, asked whether the State of Alaska 1is
statutorily obligated to pay a share of the retirement
contributions for National Education Association (NEA)

employees. The answer is, yes.

AS 1*1.25.0*15 extended coverage of Teacher
Retirement System (TRS) .to employees of the NEA. The
provision calls for retroactive payments of all cont—
ributions to TRS by NEA or the employee. However, 80*15
does not modify the manner of contribution required
after participation in TRS commences. In the absence
of neither specific statutory language nor a strong showing
of legislative intent, the manner of future contributions
must be governed by AS 1*1.25.050, .070 and .080. Section
050 calls for a contribution of 7% of base salary by the
"teacher™. Sections 070 and 080 provide for equally-shared
payments by the "employer™ and the State of Alaska of the
amount in excess of the teachers” 7% contribution required

to support TRS benefits.

AS 14.25.220 defines the operative terms of TRS.
However, all definitions in 8220 are subject to the phrase
"unless the.context otherwiseerequires . . . " Thus, the
definition of "teacher”™ (&220(15)) and "employer™ (8220(*1))
are not to be read 1in the narrow out-of-context fashion.
Under the required contextual reading of "teacherj, ”"teacher
contributions™ under #050 means NEA-employee contributions..
The broader definition of teacher is further buttressed
by the deference given to the TRS administrator > deter —
minations 1in a "case 1in doubt." Similarly, because
"employer" carries a contextual meaning, 8070 "employer
contributions™ must be read as NEA contributions, even though
NEA is not specifically listed as an employer.

While it is clear that NEA as an employer must
contribute, NEA ™S contribution is limited to the amount set
In 8070. The remaining portion Is required to be contributed
by the State under 8080. No alternative conclusion is ap-—
parent in TRS as amended. The presumption that NEA would
contribute the total amount required in excess of the
teacher ® contribution (that Is, the sum of 88070 and 080)
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was raised during consideration of HB 573 am S (the pre—
cursor to the Act granting coverage to NEA employees.)
However, the legislature apparently did not accede to
that presumption. A plain reading of TRS mandates ap—
plicability of &8 050, 070, and 080. As a result, the
State must contribute the same percentage share to the
TRS for NEA-employees as for other covered personnel.





