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Mr-. Speaker:
HEALTH. EDUCATION &
Thi* Committee on SOCIAL SERVICES has had H 11

“"An Act relating to the teachers®™ retirement system; end providing
[ an effective date.”

under consideration and (a majority of the committee) (the committee)
reports it back with *he following recommendations:

( ] do pass [ 1 donot pass

(] do pass with attached amendments(s)

tKk ] same tltl
(¢ ) replace with CS for fjnewt |

and recommends

[ 1 AND attaches a "Letter of Intent” I 1 New Fiscal Note

[ 1 reports It back without recommendation
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8292 Gcmet Street
Juneau, Alaska 99801
March 7, 1981

Representative Donald Clocksin

Chairman

Health, Education & Social Services
Committee

Alaska House rI* Representatives

Pouch VvV, State Capital

Juneau, Alaska 97611

Dear Representative Clocksin:

I an writing yCurge you to take committee action on
House Bill i:0./i18J introduced on 2/5/81 by Representa—
tives 3i;ch3iold*75ato and Zharoff.

As a long tine scnool teacher and administrator | recog—
nise both personal and monetary advantages to school
districts and educators personally through this legis—
lation. The bill anends AS 14.25.110(a)(4) 1in a clean
and straightforward way so that retirement may occur for
teachers after 20 years of credited service the last 10
of which having to be membership service.

Among the advantages of this is the significant probability
that more young teachers will have a chance to enter the
field, and that persons "burning out™ as long time teachers
will be able to plan for a bit earlier retirement. This
s ems to offer strong advantage for children ultimately,
and costs differences would anpe.ar to likely bo offsetting.

I hope that you will suo ort this oieco of legislation,
Reoretentative Clocksin, and cause action to be taken
concerning it this session.
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: OPPOSE HB-.tB AND UKCE YOt MOT TO OUPPORT
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TO: SENATE HEALTH & SOCIAL SERVICES COMMITTEE, ALL MEMBERS
* . FROM? *CATHERINE J. LARSON, SRA BOX 2096 R, ANC 99507 (344-6333)
* * PRESIDENT, ALASKA STATE RETIRED TEACHER®"S ASSOCIATION
. 4

|+
AT IT*"S ANNUAL MEETING OF MARCH 7, 1981, THE ALASKA STATE RETIRED
TEACHER T ASSOCIATION UNANIMOUSLY ENDORSED SB 101 WHICH WOULD GIVE THE
TEACHER"™S RETIREMENT SYSTEM BOARD REGULATORY APPROVAL AND THE RIGHT TO
PROMOLGATE REGULATIONS. THE PERS BOARD ALREADY HAS THESE RIGHTS.
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FROM: CATHERINE J. LARSON, SR POX 7096 R, ANC 99507 (344-6333)
PRESIDENT, ALASKA STATE RETIRED TEACHER®™S ASSOC.

AT IT"S ANNUAL MEETING ON MARCH 7, 1981 THE ALASKA STATE RETIRED TEACHERS
ASSOCIATION ENDORSED HB 163. UE SUPPORT THE NEA ALASKA IN IT"S REQUEST FOR

BINDING ARBITRATION. THIS UILL ENABLE TEACHER-- SCHOOL DISTRICT NEGOTIATIONS
TO BE SETTLED IN A TIMELY MANNER AND WITHOUT DESTRUCTIVE STRIKES.
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THE ACCFT WHICH REPRESENTS 270 COMMUNITY COLLEGE TEACHERS WHO ARE
COVERED UNDER THE TEACHER RETIREMENT SYSTEM, VOTED AT ITS GENERAL
MEMBERSHIP AND EXECUTIVE BOARD MEETINGS TO ENDORSE THE LEGISLATION
C*TLINED IN HBI'18 QUOTE AN Aa RELATING TO THE TEACHERS RETIREMENT
SYSTEMJjAtfi PROVIDING FOR AN EFFEaiVE DATE. UNQUOTE. WF BELIEVE
THAT THE REFORM LEGISLATION IT EQUITABLE IN CREDITING TEACHER
EXPERIENCE A*) MAINTAINS THE INTEGRITY of ALASKA MEMBERSHIP
SERVICE FOR EL1GIBILITY. WE URGE YOUR COMMITTEES) SUPPORT FOR
THIS BILL. THANK YOU.

ACCFT RALPH MCGRATH PRESIDENT LOCAL 2404

3231

«
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REPRESENTATIVES®" BYLSMA, METCALFE AND MEMBERS OF MOUSE HESS COMMI FTrE

FRO I. ANNE BABSKI, SRA BOX 1525, ANC.99507? 345-0580

AS A MEMBER OF THE TEACHERS RETIREMENT SYSTEM, I AM.UNALTERABLY GPPO-m rn
M 1tf£ SPONSORED rr T.EPRESENTIVI*VES 1*UCHHOLDT , CATO, AND ZHAROFF FULL

ArTEK ONLY 20 YEr,r:j WITH ONLY 10 2F THOSE IN ALASKA WOULD BF A
TOTALLY IRRESPONSIBLE ACTION AND WOULD JEOP ARDIZE THE TRS FUND *



Members of the House HESS Committee

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

Teacher A began teaching 1in Alaska in 1961 for a starting
salary of $8,000. She paid into the fund at the mandatory
employee contribution rate each year until she retired in
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 1is 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 (accoiding t> Metropolitan Life Insurance actuary table for
men and women) 1is seventy-five years. Because of this long 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 W0l (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 . 507,
$14,800 Annual benefit paid Srrrsse
X 30 yrs Life expectancy V' 25 yrs
$M/S7000 Pay-out to age 75 $51T7"30
X 540 persons affected X 540
?2T79 5760,000 Total cost to fur.d §$3:7.323.000

The estimated difference of $110,565,000 is, 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 net 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.



FISCAL NOTE

. REQUEST
Bill/Resolution Wo. House Bill No. 118
Title An Act Relating to the Teacher?' Retirement System
Requested by Date

Il. FISCAL DETAIL
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected Labor Services and Uementary & Secondary Education

BRU, Program, or Subprogram(s) Affected 02-96-8-01-01-02 (TRS) 02-11-6-02-01-00 (TRS NATCH)

(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
200  TRAVF.T.
300 CONTRACTUAL
400 COMMODITIES
500 EOUIPMF.NT
600 LAND & STRUCTURES
700  STATE TRS MATCHING 1,727.7 1.900.5 2.090.6  ?.?*9 7 7
100  BENEFITS TP 343.6  378.0 dIS 8  457.
TOTAL -U- 287t 22041 2,468.6 2.715.5 2,987.1

FUNDING  (Thousands of Dollars)

GENERAL FUND -0- 2,040.1 2,244.1 2,468.6 2.71p 5 2.987.1
FEDERAL FUNDS

VETERAN®S FUND

FISH & GAME FUND

HIGHWAY FUND

AIRPORT FUNO

CAPITAL FUND

PERS

TRS

POS|T|ONS None

NALYSIS (See Fiscal Note Preparation Instructions, Section 117)

A

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
S$27.837.558.

4, To fund this bill, the TRS contribution rate must be incr ed by 1.32X
of covered payroll (the TRS contribution rate is split gO?%ﬁ between
the State matching contribution and the school district contribution.

5. Estimate FY 82 TRS covered payroll to be $.%1 ,775,000, increasing 10X

annua Ily.
IV. DATE . 3/11/81 PREPARED BY
.. . . . AGENCY!
Original Le8|slat|ve Finance PHONE . 465-4460
oc; udget and Management

Primie Sponsor (First Legislator Named)  representative Bucrholdt
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 .662

3. State TRS Matching Rate to Fund Bill .6

4. School District Rate to Fund Bill 685

COST ANALYSIS:

Employer Payrol 1 Rate
l Department of Education $ 4,712,000 X .662
2. University of Alaska $ 42,617,000 X  .662
3. State TRS Matching $261,775,000 X .662

4. State TRS Regular Budget:
Personal Services
Travel
Contractual
Commodities
ft Equipment

COST TO STATE IN FY82

5. All School Districts $$214,446,000 X _662

TOTAL COST IN FY82

REMARKS:

Cost

281.3
$ 312.4

$1,727.7

Appropriation

To
To

To

To
To
To
To
To

Their Budget
Their Budget

TRS Match

Personal
Travel
Contractual
Commodities
Equipment
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