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CSSB 53 (HESS)

3JM 19.Q

S T A T E  O F  A L A S K A  

1 9 9 0  L E G I S L A T I V E  S E S S I O N

R E Q U E S T :  '_____________________

F I S C A L  N O T E

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )
 — ------- -  -- J-  Fy~9jO P E R A T I N G T T WFY 91 FY 94
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

CRANTS, CLAIMS

MISCELLANEOUS

t o t a l  O p e r a t i n g

55.5

233.7

333.9 55.9 55.9

C A P I T A L

R e V E n u e

F U N D I N G :  ( T h o u s a n d s  o f  D o l l a r s )

GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 0 0 0 0 0
0 0 0 0 0 0

333.9 55.9 55.9 55.9 55.9 55.9

333.9 55.9 55.9 55.9 55.9 55.9

P O S I T I O N S :

FULL-TIME 1 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

A N A L Y S I S :  ( A t t a c h  a s e p a r a t e  p a q e  i f  n e c e s s a r y )  t h e s e  a d m i n i s t r a t i v e  c o s t s  w i l l  b e

BORNE BY THE TEACHERS' RETIREMENT FUND. THEY WILL NOT IMPACT THE GENERAL FUND.

Please refer to page 2 for a detailed discussion of the administrative costs.

THIS BILL IS ESTIMATED TO SAVE THE STATE S29.1 IN PERSONAL SERVICES COSTS IN FY 91 AND EACH

YEAR THEREAFTER. THIS BILL IS ESTIMATED TO SAVE SCHOOL DISTRICTS SI72.1 IN PERSONAL SERVICES

COSTS IN FY 91 AND EACH YEAR THEREAFTER. .Please refer to page 3 for discussion.

P r e p a r e d  b y : S a n y  Smith, O i r e c ^ i \ ^ ^ t ^ 6 ^ . >• P h o n e :

D i v i s i o n :  Retirement and Benefits'\ . { D a te:

e: »65-^A60

____________________________ _̂_____  - y.p.r^r7

A p p r o v e d  b y  C o m m i s s i  o n e  rT ^ r i n ^ ^ ^ ^ e r ________________ D a t e :

A g e n c y :  D e p a r t m e n t  o f  A d m i n i s t r a t i o n _________________________________/

Z£_

ii

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :  

L e g i s l a t i v e  F i n a n c e  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r  

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

I m p a c t e d  A g e n c y ( i e s )

p o v  1 1 /no

Page _ i  o f  ___
15/6K1/03070^-0/1A2

R e v i s i o n  D a t e : _____________________________

T i t l e : An Act relating to Post Retirement 

Pension Adjustments in TRS

S p o n s o r :  Duncan______________________________

R e q u e s t o r : ___________________________________

A g e n c y  A f f e c t e d :  Administration 

B R U :  Retirement and Benefits

C o m p o n e n t s :  Retirement and Benefits



Committee  Substitute  for Senate  Bill 53 
Fiscal  Note Analysis 

Prepared by Divis ion o f  Ret i rement  & Benefits  
D e p a r tm en t  o f  Adm in is t ra t ion  

March 9, 1990

A n a l y s i s :  Th i s  bill would  establ ish a pre-funded automatic  post  ret irement
pen s io n  ad justment  (PRPA) and several  o the r  cos t  con ta inm en t  measures  
in the Teachers '  Ret irement Systems (TRS). A savings to employers  o f  
$200,000  each year  is es t imated, after  consider ing the costs  for  automated 
s y s t e m s  e n h a n ce m en t s  and  on g o in g  m a in te na nc e .

The  PRPA would be granted from July 1 o f  each year  i f  the Consumer Price 
Index  f o r  Anchorage (CPI-W)  increased during the  pr io r  ca lendar  year.
T h e  bill would also increase the benefi t  formula to encourage  members  who 
accumula te  20 years  o f  membership service to cont inue  teaching.  The cost  
c on ta inm en t  provis ions implemented  by this  bill, would  paral le l  the Publ ic 
E m p lo y e e s  R e t i r em en t  Sys tem.

The  total estimated administ ra tive cost to the divis ion o f  $33.1.9 for FY 91 
is fo r  personal  and contractual services. During  the first year,  a permanent 
programcr /ana lyst  IV  would  develop  the changes to the TRS automated system 
in cooperat ion with j  firm contracted to assist. In  the second and subsequent  
years  the A/P IV would comple te  the project  and provide ongoing 
m ain tenance  for  the automatic  PR PA  system and benefi t  calculat ion systems 
for  both the TRS and the Public Employees Ret i rement  System. Current s taff  
would  not  be able to absorb this increased workload.



C o m m itte e  S u b s titu te  fo r  S e n a te  B ill 53 
A n a ly s is  o f  F in a n c ia l Im p a c t to  th e  R e tire m e n t F u n d  

P re p a re d  by  D iv is io n  o f  R e tire m e n t &  B en e fits  
D e p a r tm e n t o f  A d m in is tr a t io n  

M arch  9, 1990

A n a ly s is :  This bill would d e c re a s e  the s ta te Teachers '  Ret i rement  System (TRS) 
contr ibution rate by 0.05% in FY 91. The  state TRS payroll is estimated to be 
$58,159,258 in FY 91 and remain s table thereafter.

The  state s a v i n g s  of  $29,080  are ca lculated as fol lows:

Depar tment  o f  Education FY 91
estimated salary $ 5 , 6 7 3 , 7 2 9

D e c r e a s e  in TRS rate X 0.05%

T o t a l  s a v i n g s   $  2 ,837

University o f  Alaska FY 91
estimated salary" $ 5 2 , 4 8 5 , 5 2 9

D e c r e a s e  in TRS rate X 0.05%

T o ta l  s a v in g s   $ 26,243

T O T A L  S T A T E  S A V I N G S ... S29.080

In addi t ion  to these state savings, the school  dist ricts '  contr ibut ion rates would 
l ikely d e c r e a s e  by 0.05% in FY 91. The school  districts'  salaries are estimated 
to be S 344,238,828 in FY 91 and remain stable each year  thereafter.

The  school  districts '  s a v i n g s  o f  $ 1 0 3 , 2 7 2  are calculated as follows:
%

Schoo1 district FY 91
estimated salaries $ 3 4 4 , 2 3 8 , 8 2 8

D e c r e a s e  in TRS rate X 0.05%

T O T A L  S C H O O L  D I S T R I C T  SAVINGS. . .  $172.119

Passage o f  this bill will have no measurable  impact  on the TRS unfunded 
liability. It will not affect the TRS funding ratio.



Position Title 
Time Sinus

A n a l y s t / P r o q
Stuff Months

r a m m e r  IV
No. o f Positions Ringe/Step

19A
Bug. Unit

Gfi

P E / F T ____________ 1 2 . 0

Tv:-

Funding Source for Total Cost
Federa l Rece ip ts 1 0 0 2
0 . F. Match 1 0 0 3
General Fund 1 0 0 4
l-A Receipts 1 0 0 6
C1P Rcccipis 1061

Other Jfianhfir:s-..RQtjr.ement 1(134. J R M 2 -

Localion

J u n e a u

Election District

Type o f Expenditure i Amount
1 2 3 I

Sulury 4 0 ,0 3 2
Benefits 1 5 ,4 6 0
Premium Pay l i  Y z  : ' Y f
Other

Total Personal Services • T"TT:::f-JT:TTV.K7
Travel 0
Contractual 3b l)
Commodities ■.................1 0 0 "  '
Equipment ' <?2,2b(J ;
Uther

Total Cost ..........  75', ̂  i

Justification
T h i s  p o s i t i o n  w i l l  b e  r e s p o n s i b l e  f o r  t h e  analysis,' 

d e s i g n ,  p r o g r a m m i n g ,  i m p l e m e n t a t i o n ,  m a i n t e n a n c e ,  a n d  

e n h a n c e m e n t  o f  s y s t e m s  a n d  s u b s y s t e m s  m a n d a t e d  b y  

C S S B  53. T h i s  i n c l u d e s  t r a c k i n g  a n d  o v e r s e e i n g  

c o n t r a c t  a n a l y s t / p r o g r a m m e r  w o r k  d u r i n g  t h e  f i r s t  

y e a r  o f  t h e  d e v e l o p m e n t  e f f o r t ,  c o n t i n u i n g  d e v e l o p ­

m e n t  to c o m p l e t i o n  i n  t h e  s e c o n d  o r  t h i r d  y e a r ,  

i n t e r f a c i n g  a n d  m a i n t a i n i n g  i n t e r f a c e s  o f  t h e  n e w l y  

d e v e l o p e d  s y s t e m s  w i t h  all o t h e r  S t a t e  s y s t e m s  a n d  

o t h e r  s y s t e m s  as  a p p r o p r i a t e ,  a n d  m a i n t a i n i n g  all 

s y s t e m s  d e v e l o p e d  b y  t h i s  p r o j e c t  as t h e y  b e c o m e  

o p e r a t i o n a l .

8/6111/030709-0

R e q u e s t  F o r  
N e w  P o s it io n

A g e n c y

IlK IJ
C o m p o n e n i

A d m i n i s t r a t i o n

R e t i r e m e n t  a n d  B e n e f i t s  

R e t i r e m e n t  a n d  B e n e f i t s

Page A of 4 
Revised Dale

F Y  91
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O r i g i n a l  s p o n s o r ( s ) :  S E N .  DUNCAN, Z h a r o f f ,  K e r t t u l a ,  S t u r g u l e w s k i ,  K e l l y ,
U e h l i n g

I N  THE SENATE BY THE HESS COMMITTEE

HOUSE CS FOR CS FOR SENATE B I L L  NO. 5 3  ( H E S S )

I N  THE LEG ISLATU RE OF THE STATE OF ALASKA 

SIXTEENTH LEG ISLATU RE -  SECOND S E S S IO N

A B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  t e a c h e r s *  r e t i r e m e n t  s y s t e m *

a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

3 2  I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1 .  AS 1 4 . 2 5 . 0 5 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  B e g i n n i n g  J a n u a r y  1 ,  1 9 9 1  [ J U L Y  1 ,  1 9 7 0 ] ,  e a c h  t e a c h e r  s h a l l

c o n t r i b u t e  t o  t h e  s y s t e m  a n  a m o u n t  e q u a l  t o  8 . 6 5  [SEVEN!  p e r c e n t  o f  

t h e  t e a c h e r ’ s  b a s e  s a l a r y  a c c r u e d  f r o m  J u l y  1 t o  t h e  f o l l o w i n g

J u n e  3 0 .  T h e  e m p l o y e r  s h a l l  d e d u c t  t h e  c o n t r i b u t i o n  f r o m  t h e  t e a c h ­

e r ' s  s a l a r y  a t  t h e  e n d  o f  e a c h  p a y r o l l  p e r i o d .  T h e  c o n t r i b u t i o n s

s h a l l  b e  d e d u c t e d  f r o m  e m p l o y e e  c o m p e n s a t i o n  b e f o r e  t h e  c o m p u t a t i o n  o f  

a p p l i c a b l e  f e d e r a l  t a r e s  a n d  s h a l l  b e  t r e a t e d  a s  e m p l o y e r  c o n t r i b u ­

t i o n s  u n d e r  2 6  U . S . C .  4 1 4 ( h ) ( 2 ) .

*  S e c .  2 .  AS 1 4 . 2 5 . 0 6 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  I f  a  m e m b e r  f i r s t  j o i n e d  t h e  s e r v i c e  b e f o r e  J u l y  1 ,  1 9 9 0 . 

a n d  h a s  m i l i t a r y  s e r v i c e  o r  A l a s k a  B u r e a u  o f  I n d i a n  A f f a i r s  ( B I A )  

s e r v i c e ,  o r  i f  a  m e m b e r  j o i n e d  t h e  s y s t e m  b e f o r e  J u l y  1 ,  1 9 7 8 ,  a n d  h a s  

c r e d i t a b l e  o u t s i d e  s e r v i c e ,  t h e  m e m b e r  i s  i n d e b t e d  t o  t h e  s y s t e m  a s  

f o l l o w s :

( 1 )  A t  t h e  t i m e  o f  f i r s t  b e c o m i n g  a  m e m b e r  o f  t h e  s y s t e m ,  

t h e  a r r e a r a g e  i n d e b t e d n e s s  i s  s e v e n  p e r c e n t  o f  t h e  b a s e  s a l a r y  m u l t i ­

p l i e d  b y  t h e  t o t a l  n u m b e r  o f  y e a r s  o f  c r e d i t a b l e  o u t s i d e ,  m i l i t a r y ,  

a n d  A l a s k a  B I A  s e r v i c e .  T h e  a d m i n i s t r a t o r  s h a l l  a d d  c o m p o u n d  I n t e r e s t
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e l i g i b l e  t o  c l a i m  t h e  s e r v i c e ,  w h i c h e v e r  i s  l a t e r ,  t o  t h e  d a t e  o f  

p a y m e n t  o r  t h e  d a t e  o f  r e t i r e m e n t ,  w h i c h e v e r  o c c u r s  f i r s t .

( 2 )  I f  a  m e m b e r  t e r m i n a t e s  f r o m  t h e  s y s t e m  a n d  i s  s u b s e ­

q u e n t l y  r e e m p l o y e d  a s  a ,  m e m b e r ,  t h e  a r r e a r a g e  i n d e b t e d n e s s  t o  t h e  

s y s t e m  f o r  o u t s i d e ,  m i l i t a r y ,  o r  A l a s k a  B I A  s e r v i c e  a c c u m u l a t e d  i n  t h e  

i n t e r i m  i s  s e v e n  p e r c e n t  o f  t h e  b a s e  s a l a r y  u p o n  r e e n t e r i n g  m e m b e r s h i p  

s e r v i c e ,  m u l t i p l i e d  b y  t h e  n u m b e r  o f  y e a r s  o f  i n t e r i m  o u t s i d e ,  m i l i ­

t a r y ,  a n d  A l a s k a  3 I A  s e r v i c e .  C o m p o u n d  i n t e r e s t  a t  t h e  r a t e  p r e ­

s c r i b e d  b y  r e g u l a t i o n  s h a l l  b e  a d d e d  t o  t h e  a r r e a r a g e  i n d e b t e d n e s s  

b e g i n n i n g  J u l y  I ,  7 9 6 3 ,  o r  t h e  d a t e  o f  r e e m p l o y m e n t  a s  a  m e m b e r ,  

w h i c h e v e r  i s  l a t e r ,  t o  t h e  d a t e  o f  p a y m e n t  o r  t h e  d a t e  o f  r e t i r e m e n t ,  

w h i c h e v e r  o c c u r s  f i r s t .

*  S e c .  3 .  AS 7 4 . 2 5 . 0 6 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( d )  I f  a  m e m b e r  f i r s t  j o i n e d  t h e  s y s t e m  o n  o r  a f t e r  J u l y  7 ,  

7 9 9 0 ,  a n d  h a s  m i l i t a r y  s e r v i c e  o r  A l a s k a  B I A  s e r v i c e ,  t h e  m e m b e r ' s  

i n d e b t e d n e s s  3 h a l l  b e  d e t e r m i n e d  u n d e r  ( a )  o f  t h i s  s e c t i o n  e x c e p t  t h a t  

t h e  p e r c e n t a g e  m u l t i p l i e r  i s  8 . 6 5  p e r c e n t .

*  S e c .  4 .  AS 7 4 . 2 5 . 7 0 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  A m e m b e r  w h o  s e r v e d  a s  a n  a c t i v e  m e m b e r  o f  t h e  a r m e d  f o r c e s

o f  t h e  U n i t e d  S t a t e s  m a y  r e c e i v e  c r e d i t e d  s e r v i c e  u n d e r  t h i 3 s y s t e m  u p  

t o  a  m a x i m u m  o f  f i v e  y e a r s  i f  t h e  m e m b e r  r e c e i v e d  a  d i s c h a r g e  u n d e r  

o t h e r  t h a u  d i s h o n o r a b l e  c o n d i t i o n s  a n d  i s  n o t  e n t i t l e d  t o  r e c e i v e  

r e t i r e m e n t  b e n e f i t s  f r o m  t h e  U n i t e d  S t a t e s  g o v e r n m e n t  f o r  t h e  s a m e  

s e r v i c e . E a c h  72 m o n t h s  o f  m i l i t a r y  s e r v i c e  e q u a l s  o n e  s c h o o l  y e a r ,  

a n d  l e s s e r  m i l i t a r y  p e r i o d s  w i l l  b e  d e t e r m i n e d  f o r  c r e d i t  p u r p o s e s  i n  

a  p r o p o r t i o n a t e  r a t i o  t o  a  y e a r .  [TO R E C E IV E  CREDITED SE R V IC E  UNDER 

T H I S  S E C T I O N ,  THE MEMBER MUST HAVE RECEIVED A DISCHARGE OTHER THAN 

D ISH O N O R A B LE .] C r e d i t  f o r  s e r v i c e  i n  t h e  a r m e d  f o r c e s  s h a l l  b e  g r a n t ­

e d  o n l y  i f  t h e  m e m b e r  m a k e s  c o n t r i b u t i o n s  f o r  t h e  s e r v i c e  i n  t h e  s a m e



• ' . .......

m a n n e r  a s  r e q u i r e d  f o r  o u t s i d e  s e r v i c e  u n d e r  AS 1 4 . 2 5 . 0 6 9 .  T h e  m i l i ­

t a r y  s e r v i c e  c r e d i t e d  u n d e r  t h i s  s e c t i o n  s h a l l  b e  i n c l u d e d  i n  t h e  

1 0 - y e a r  l i m i t a t i o n  o f  o u t s i d e  s e r v i c e  a s  s p e c i f i e d  i n  AS 1 4 . 2 5 . 0 6 0 ,  

e x c e p t  i f  e n t r y  i n t o  t h e  a r m e d  f o r c e s  i s  i m m e d i a t e l y  p r e c e d e d  b y  

A l a s k a  m e m b e r s h i p  s e r v i c e  a n d  f o l l o w i n g  d i s c h a r g e  i s  c o n t i n u e d  b y  

A l a s k a  m e m b e r s h i p  s e r v i c e  w i t h i n  o n e  y e a r  t h e r e a f t e r ,  s e r v i c e  m a y  n o t  

b e  c o u n t e d  f o r  p u r p o s e s  o f  d e t e r m i n i n g  t h e  a p p l i c a b i l i t y  o f  t h e  1 0 -  

y e a r  l i m i t a t i o n  o n  o u t s i d e  s e r v i c e .  .

*  S e c .  5 .  AS 1 4 . 2 5 . 1 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  S u b j e c t  t o  AS 1 4 . 2 5 . 1 6 7 ,  a  m e m b e r  i s  e l i g i b l e  f o r  a  n o r m a l  

r e t i r e m e n t  b e n e f i t  i f  t h e  m e m b e r

( 1 )  w a s  f i r s t  h i r e d  b e f o r e  J u l y  1 ,  1 9 7 5 ,  h a s  a t t a i n e d  t h e  

a g e  o f  5 5  y e a r s ,  a n d  h a s  a t  l e a s t  15 y e a r s  o f  c r e d i t e d  s e r v i c e ,  t h e  

l a s t  f i v e  o f  w h i c h  h a v e  b e e n  m e m b e r s h i p  s e r v i c e ?

( 2 )  h a s  a t t a i n e d  t h e  a g e  o f  £>0 [ 5 5 ]  y e a r s  a n d  h a s  a t  l e a s t  

e i g h t  y e a r s  o f  m e m b e r s h i p  s e r v i c e ?

( 3 )  h a s  a t t a i n e d  t h e  a g e  o f  6 0  [ 5 5 ]  y e a r s ,  h a s  a t  l e a s t

f i v e  y e a r s  o f  m e m b e r s h i p  s e r v i c e ,  a n d  h a s  a t  l e a s t  t h r e e  y e a r s  o f

A l a s k a  B I A  s e r v i c e ?

( 4 )  h a s  a t  l e a s t  2 5  y e a r s  o f  c r e d i t e d  s e r v i c e ,  t h e  l a 3 t  

f i v e  o f  w h i c h  h a v e  b e e n  m e m b e r s h i p  s e r v i c e ?

( 5 )  h a s  a t  l e a s t  2 0  y e a r s  o f  m e m b e r s h i p  s e r v i c e ;

( 6 )  h a s  a t  l e a s t  2 0  y e a r s  o f  c o m b i n e d  m e m b e r s h i p  s e r v i c e  

a n d  A l a s k a  B I A  s e r v i c e ,  t h e  l a s t  f i v e  o f  w h i c h  h a v e  b e e n  m e m b e r s h i p  

s e r v i c e ;  o r

( 7 )  h a s  a t  l e a s t  o n e - h a l f  y e a r  o f  m e m b e r s h i p  s e r v i c e  a s  a  

p a r t - t i m e  t e a c h e r  f o r  e a c h  o f  2 0  s c h o o l  y e a r s .

*  S e c .  6 .  AS 1 4 . 2 5 . 1 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  S u b j e c t  t o  AS 1 4 . 2 5 . 1 6 7 ,  a  m e m b e r  i s  e l i g i b l e  f o r  a n  e a r l y
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r e t i r e m e n t  b e n e f i t  u p o n  c o m p l e t i n g  [ANY ONE OF]  t h e  s e r v i c e  r e q u i r e ­

m e n t s  i n  ( a ) ( 1 )  [ ,  ( 2 ) ,  OR ( 3 ) ]  o f  t h i s  s e c t i o n  a n d  a t t a i n i n g  t h e  a g e  

o f  5 0  y e a r s  o r  u p o n  c o m p l e t i n g  t h e  s e r v i c e  r e q u i r e m e n t s  i n  ( a ) ( 2 )  o r

( 3 )  o f  t h i s  s e c t i o n  a n d  a t t a i n i n g  t h e  a g e  o f  5 5  y e a r s .

*  S e c .  7 .  AS 1 4 . 2 5 . 1 1 0 ( d )  i s  a m e n d e d  t o  r e a d :

( d )  T h e  m o n t h l y  a m o u n t  o f  a  r e t i r e m e n t  b e n e f i t  f o r  a  m e m b e r  w h o

h a s  p a i d  t h e  f u l l  a m o u n t  o f  a n y  i n d e b t e d n e s s  i s  o n e - t w e l f t h  [TWO

PERCENT]  o f  t h e  m e m b e r ' s  a v e r a g e  b a s e  s a l a r y  d u r i n g  a n y  t h r e e  s c h o o l

y e a r s  o f  m e m b e r s h i p  s e r v i c e  m u l t i p l i e d  b y

( 1 )  t w o  p e r c e n t  o f  [ T I M E S ]  t h e  y e a r s  o f  c r e d i t e d  s e r v i c e  

e a r n e d  o e f o r e  J u n e  3 0 ,  1 9 9 0 , i n c l u d i n g  c r e d i t e d  f r a c t i o n a l  y e a r s ,  a n d  

t h e  y e a r s  o f  c r e d i t e d  s e r v i c e  t h r o u g h  a  t o t a l  o f  2 0  y e a r s ;  p l u s

( 2 )  cwo a n d  o n e - h a l f  p e r c e n t  o f  t h e  y e a r s  o f  c r e d i t e d  

s e r v i c e  e a r n e d  a f t e r  J u n e  3 0 ,  1 9 9 0 ,  t h a t  a r e  m o r e  t h a n  20  y e a r s  o f  

t o t a l  c r e d i t e d  s e r v i c e  [ D I V I D E D  BY 1 2 .  AN ACTUARIAL ADJUSTMENT MUST 

BE MADE FOR EARLY R E T IR E M E N T ! .

S e c .  8 .  AS 1 4 . 2 5 . 1 1 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( j )  An  a c t u a r i a l  a d j u s t m e n t  m u s t  b e  m a d e  t o  b e n e f i t s  p a y a b l e

u n d e r  ( d )  o f  t h i s  s e c t i o n  f o r  e a r l y  r e t i r e m e n t .

*v S e c .  9 .  AS 1 4 . 2 5 . 1 2 5 ( a )  i 3  a m e n d e d  t o  r e a d :

( a )  S u b j e c t  t o  AS 1 4 . 2 5 . 1 6 7 ,  a  m e m b e r  i s  e l i g i b l e  f o r  a  n o r m a l

r e t i r e m e n t  s a l a r y  a t  a g e  6_0 [ 5 5 ]  w i t h  a t  l e a s t  t w o  y e a r s  m e m b e r s h i p  

s e r v i c e  i f  t h e  m e m b e r  a l s o  i s  e l i g i b l e  f o r  a  n o r m a l  r e t i r e m e n t  b e n e f i t  

u n d e r  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  (AS 3 9 . 3 5 ) .

*  S e c .  1 0 .  AS 1 4 . 2 5 . 1 2 5 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  S u b j e c t  t o  AS 1 4 . 2 5 .  1 6 7 ,  a  m e m b e r  i s  e l i g i b l e  f o r  a n  e a r l y

r e t i r e m e n t  s a l a r y  a t  a g e  5 5  [ 5 0 ]  w i t h  a t  l e a s t  t w o  y e a r s  o f  m e m b e r s h i p

s e r v i c e  i f  t h e  m e m b e r  a l s o  i s  e l i g i b l e  f o r  a n  e a r l y  r e t i r e m e n t  b e n e f i t  

u n d e r  t h e  p u b l i c  e m p l o y e e s '  r e t i r e m e n t  s y s t e m  (AS 3 9 . 3 5 ) .
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*  S e c .  1 1 .  AS 1 4 . 2 5 . 1 4 2 ( a )  I s  a m e n d e d  t o  r e a d :

( a )  W h i l e  r e s i d i n g  i n  t h e  s t a t e ,  a  p e r s o n  r e c e i v i n g  a  b e n e f i t  

u n d e r  t h i s  c h a p t e r  w h o  i s  a t  l e a s t  6 5  y e a r s  o f  a g e  o r  w h o  i s  r e c e i v i n g  

a  d i s a b i l i t y  b e n e f i t  u n d e r  t h i s  c h a p t e r  i s  e n t i t l e d  t o  r e c e i v e  a  

m o n t h l y  c o s t - o f - l i v i n g  [COST OF L I V I N G ]  a l l o w a n c e  i n  a d d i t i o n  t o  t h e  

b a s i c  b e n e f i t .  T h e  a m o u n t  o f  t h i s  a l l o w a n c e  i s  10  p e r c e n t  o f  t h e  

b a s i c  b e n e f i t .

*  S e c .  1 2 .  AS 1 4 . 2 5 . 1 4 3  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

S e c .  7 4 . 2 5 . 1 4 3 .  PO ST RETIREMENT P E N S I O N  ADJUSTMENT. ( a )  O n c e  

e a c h  y e a r ,  t h e  a d m i n i s t r a t o r  s h a l l  i n c r e a s e  b e n e f i t  p a y m e n t s  t o  e l i g i ­

b l e  d i s a b l e d  m e m b e r s ,  t o  p e r s o n s  a g e  6 0  o r  o l d e r  r e c e i v i n g  b e n e f i t s  

u n d e r  t h i s  s y s t e m  i n  t h e  p r e c e d i n g  c a l e n d a r  y e a r ,  a n d  t o  p e r s o n s  w h o  

h a v e  r e c e i v e d  b e n e f i t s  u n d e r  t h i s  s y s t e m  f o r  a t  l e a s t  e i g h t  y e a r s  w h o  

a r e  n o t  o t h e r w i s e  e l i g i b l e  f o r  a n  i n c r e a s e  u n d e r  t h i s  s e c t i o n .

( b )  T h e  i n c r e a s e  i n  b e n e f i t  p a y m e n t s  a p p l i e s  t o  t o t a l  b e n e f i t  

p a y m e n t s  e x c e p t  f o r  t h e  c o s t - o f - l i v i n g  a l l o w a n c e  u n d e r  AS 1 4 . 2 5 . 1 4 2 .  

T h e  a m o u n t  o f  t h e  i n c r e a s e  i s  a  p e r c e n t a g e  o f  t h e  c u r r e n t  b e n e f i t  

e q u a l  t o

( 1 )  t h e  l e s s e r  o f  7 5  p e r c e n t  o f  t h e  i n c r e a s e  i n  t h e  c o s t  o f

l i v i n g  i n  t h e  p r e c e d i n g  c a l e n d a r  y e a r  o r  n i n e  p e r c e n t ,  f o r  r e c i p i e n t s

w h o  o n  J u l y  1 a r e  a t  l e a s t  6 5  y e a r s  o l d  a n d  f o r  m e m b e r s  r e c e i v i n g  

d i s a b i l i t y  b e n e f i t s }  a n d

( 2 )  t h e  l e s s e r  o f  5 0  p e r c e n t  o f  t h e  i n c r e a s e  i n  t h e  c o s t  o f

l i v i n g  i n  t h e  p r e c e d i n g  c a l e n d a r  y e a r  o r  s i x  p e r c e n t ,  f o r  r e c i p i e n t s

w h o  o n  J u l y  1 a r e  a t  l e a s t  6 0  b u t  l e s s  t h a n  6 5  y e a r s  o l d  o r  f o r  r e c i p ­

i e n t s  w h o  o n  J u l y  1 a r e  l e s s  t h a n  6 0  y e a r s  o l d  b u t  w h o  h a v e  r e c e i v e d  

b e n e f i t s  f r o m  t h e  s y s t e m  f o r  a t  l e a s t  e i g h t  y e a r s .

( c )  I f  a  r e c i p i e n t  w a s  n o t  r e c e i v i n g  b e n e f i t s  d u r i n g  t h e  e n t i r e  

p r e c e d i n g  c a l e n d a r  y e a r ,  t h e  i n c r e a s e  i n  b e n e f i t s  u n d e r  t h i s  s e c t i o n
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s h a l l  b e  a d j u s t e d  b y  m u l t i p l y i n g  i t  b y  t h e  f r a c t i o n  w h o s e  n u m e r a t o r  i s  

t h e  n u m b e r  o f  m o n t h s  f o r  w h i c h  b e n e f i t s  w e r e  r e c e i v e d  i n  t h e  p r e c e d i n g  

c a l e n d a r  y e a r  a n d  w h o s e  d e n o m i n a t o r  i s  7 2 .

( d )  I f  a t  t h e  t i m e  o f  f i r s t  r e c e i v i n g  a  r e t i r e m e n t  b e n e f i t ,  a  

m e m b e r  w a s  r e c e i v i n g  a  d i s a b i l i t y  b e n e f i t  u n d e r  t h i s  s y s t e m ,  t h e  

a d m i n i s t r a t o r  s h a l l ,  a t  t h e  t i m e  t h e  m e m b e r  i s  a p p o i n t e d  t o  r e t i r e ­

m e n t ,  i n c r e a s e  t h e  r e t i r e m e n t  b e n e f i t  b y  a  p e r c e n t a g e  e q u a l  t o  t h e  

t o t a l  c u m u l a t i v e  p e r c e n t a g e  i n c r e a s e  t h a t  h a s  b e e n  a p p l i e d  t o  t h e  

m e m b e r ' s  d i s a b i l i t y  b e n e f i t  u n d e r  t h i s  s e c t i o n .

( e )  W h e n  c o m p u t i n g  a  d e a t h  b e n e f i t  u n d e r  AS 7 4 . 2 5 . 7 5 5 ,  1 4 . 2 5 . -  

1 5 7 ,  o r  1 4 . 2 5 . 1 6 0  o r  a  s u r v i v o r ' s  b e n e f i t  u n d e r  AS 1 4 . 2 5 . 1 6 2 ,  7 4 . 2 5 . -  

1 6 4 ,  o r  1 4 . 2 5 . 1 6 7 ,  a d j u s t m e n t s  g r a n t e d  c o  t h e  d e c e a s e d  m e m b e r  o r  

s u r v i v o r  u n d e r  t h i s  s e c t i o n  s h a l l  b e  i n c l u d e d  i n  t h e  c o m p u t a t i o n .

( f )  A n  i n c r e a s e  i n  b e n e f i t  p a y m e n t s  u n d e r  t h i s  s e c t i o n  i s  e f f e c ­

t i v e  J u l y  1 o f  e a c h  y e a r  a n d  i s  b a s e d  o n  t h e  p e r c e n t a g e  i n c r e a s e  i n

t h e  c o n s u m e r  p r i c e  i n d e x  f o r  u r b a n  w a g e  e a r n e r s  a n d  c l e r i c a l  w o r k e r s  

f o r  A n c h o r a g e ,  A l a s k a  d u r i n g  t h e  p r e v i o u s  c a l e n d a r  y e a r  a s  d e t e r m i n e d  

b y  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  L a b o r ,  B u r e a u  o f  L a b o r  S t a t i s t i c s .

+ S e c .  1 3 .  AS 1 4 . 2 5 . 1 6 8 ( a )  i s  a m e n d e d  t o  r e r a d :

( a )  E x c e p t  a s  p r o v i d e d  i n  ( c )  o f  t h i s  s e c t i o n ,  t h e  f o l l o w i n g

p e r s o n s  a r e  e n t i t l e d  t o  m a j o r  m e d i c a l  i n s u r a n c e  c o v e r a g e  i f  a  b e n e f i t

r e c i p i e n t  e l e c t s  c o v e r a g e  u n d e r  t h i s  s e c t i o n :

( 1 )  a  p e r s o n  r e c e i v i n g  a  m o n t h l y  b e n e f i t  f r o m  t h e  s y s t e m ;

( 2 )  t h e  s p o u s e  o f  a  p e r s o n  r e c e i v i n g  a  m o n t h l y  b e n e f i t  f r o m  

t h e  s y s t e m ;

( 3 )  a  n a t u r a l  o r  a d o p t e d  c h i l d  o f  a  p e r s o n  r e c e i v i n g  a

m o n t h l y  b e n e f i t ,  i f  t h e  c h i l d  i s  a  d e p e n d e n t  c h i l d  a 3 d e f i n e d  i n

AS 1 4 . 2 5 . 2 2 0 .

*  S e c .  1 4 .  AS 1 4 . 2 5 . 1 6 8 ( b )  i s  a m e n d e d  t o  r e a d :
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( b )  A f t e r  a n  e l e c t i o n  o f  c o v e r a g e  u n d e r  TEXCEPT AS PROVIDED I N

(c) OF] this section, major medical insurance coverage takes effect on
/

t h e  s a m e  d a t e  a s  r e t i r e m e n t  b e n e f i t s  b e g i n  a n d  s t o p s  w h e n  t h e  m e m b e r  

[ R E T I R E D  PERSON] o r  s u r v i v o r  i s  n o  l o n g e r  e l i g i b l e  t o  r e c e i v e  a  m o n t h ­

l y  b e n e f i t .  T h e  c o v e r a g e  f o r  p e r s o n s  [OVER] a g e  6 5  o r  o l d e r  i s  t h e  

s a m e  a s  t h a t  a v a i l a b l e  f o r  p e r s o n s  u n d e r  a g e  6 5 .  T h e  b e n e f i t s  p a y a b l e  

t o  t h o s e  p e r s o n s  a g e  6 5  o r  o l d e r  s u p p l e m e n t  a n y  b e n e f i t s  p r o v i d e d  

u n d e r  t h e  f e d e r a l  o l d  a g e ,  s u r v i v o r s  a n d  d i s a b i l i t y  i n s u r a n c e  p r o g r a m .

*  S e c .  1 5 .  AS 1 4 . 2 5 . 1 6 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( d )  A  b e n e f i t  r e c i p i e n t  m a y  e l e c t  m a j o r  m e d i c a l  i n s u r a n c e  c o v e r ­

a g e  i n  a c c o r d a n c e  w i t h  r e g u l a t i o n s  a n d  u n d e r  t h e  f o l l o w i n g  c o n d i t i o n s :

( 1 )  a  p e r s o n  w h o  i s  y o u n g e r  t h a n  6 0  y e a r s  o f  a g e  m u s t  p a y  

a n  a m o u n t  e q u a l  t o  t h e  f u l l  m o n t h l y  g r o u p  p r e m i u m  f o r  r e t i r e e  m a j o r  

m e d i c a l  i n s u r a n c e  c o v e r a g e ;

( 2 )  a  p e r s o n  w h o  i s  a t  l e a s t  6 0  y e a r s  o f  a g e  b u t  i s  y o u n g e r

t h a n  6 5  y e a r s  o f  a g e  m u s t  p a y  a n  a m o u n t  e q u a l  t o  o n e - h a l f  o f  t h e  f u l l

m o n t h l y  g r o u p  p r e m i u m  f o r  r e t i r e e  m a j o r  m e d i c a l  i n s u r a n c e  c o v e r a g e *

( 3 )  a  d i s a b l e d  m e m b e r  o r  a  p e r s o n  6 5  y e a r s  o f  a g e  o r  o l d e r  

I s  n o t  r e q u i r e d  t o  m a k e  p r e m i u m  p a y m e n t s .

*  S e c .  1 6 .  A P P L I C A B I L I T Y .  T h i s  A c t ,  o t h e r  t h a n  s e c s .  1 ,  7 ,  8 ,  a n d  1 2 ,  

a p p l i e s  o n l y  t o  m e m b e r s  f i r s t  h i r e d  u n d e r  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m  

o n  o r  a f t e r  J u l y  1 ,  1 9 9 0 .  C h a n g e s  i n  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m  

e n a c t e d  i n  t h i s  A c t  t h a t  r e q u i r e  a  r e d u c t i o n  i n  b e n e f i t s  t o  m e m b e r s  o f  t h e  

r e t i r e m e n t  s y s t e m  a p p l y  o n l y  t o  m e m b e r s  w h o  a r e  f i r s t  h i r e d  u n d e r  t h e  

r e t i r e m e n t  s y s t e m  a f t e r  J u n e  3 0 ,  1 9 9 0 .  S e c t i o n s  1 ,  7 ,  8 ,  a n d  12 o f  t h i s  

A c t  a p p l y  t o  a l l  m e m b e r s  o f  t h e  t e a c h e r s '  r e t i r e m e n t  s y s t e m  r e g a r d l e s s  o f  

t h e  d a t e  o f  h i r e .

*  S e c .  1 7 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 9 0 .



N E A
AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

R e s p e c t f u l l y  s u b m i t t e d ,

B ob  M a n n e r s  

E x e c u t i v e  D i r e c t o r

D o n  O b c r g  

P r e s i d e n t

c c : S e n a t o r  J im  D u n c a n

N E A - A la s k a  s t r o n g ly  s u p p o r t s  a n d  e n c o u r a g e s  y o u r  f a v o r a b l e  c o n s i d e r a t i o n  o f  SB  53 .

E s t a b l i s h i n g  a n  a n n u a l  p o s t  r e t i r e m e n t  p e n s i o n  a d j u s t m e n t  is a  l e g i s l a t i v e  p r i o r i t y  o f  N E A -A la s k a  

a n d  i t s  6 ,0 0 0 +  m e m b e r s .

I t  is  o u r  u n d e r s t a n d i n g  t h a t  t h e  CS f o r  SB  53  w h ic h  w i l l  b e  b e f o r e  t h e  C o m m i t t e e  m a k e s  th e  . 

a n n u a l  p o s t  r e t i r e m e n t  p e n s io n  a d j u s t m e n t  ( P R P A )  r e v e n u e  n e u t r a l  a n d  m a y  in  f a c t  s h o w  a  s l ig h t  

s a v i n g s  f o r  t h e  s t a t e  a n d  s c h o o l  d i s t r i c t  e m p lo y e r s  b y  i n c r e a s i n g  e m p lo y e e  c o n t r i b u t i o n s  a n d  

m a k in g  s o m e  p r o s p e c t i v e  c h a n g e s  in  t h e  b e n e f i t  s y s te m .

A s  e v i d e n c e d  b y  S e c t io n  1 in  t h e  C S  c u r r e n t  a c t i v e  m e m b e r s  a r e  w i l l i n g  to  s h a r e  in  a  p o r t i o n  o f  

th e  c o s t  i n c r e a s e  in  o r d e r  to  p r o v i d e  f o r  a n  a n n u a l  p o s t  r e t i r e m e n t  p e n s i o n  a d j u s t m e n t  a n d  th a t  

i t  w i l l  b e  b a s e d  o n  s o u n d  a c t u a r i a l  f u n d i n g .

P r o v i s i o n  f o r  a n  a n n u a l  a d j u s t m e n t  to  t h e i r  f i x e d  r e t i r e m e n t  in c o m e  w i l l  o b v i o u s l y  p r o v id e  som e  

h e lp  to  r e t i r e e s  r e l a t i v e  to  t h e  a d v e r s e  e f f e c t s  o f  i n f l a t i o n .  I t  s h o u ld  a l s o  b e  n o t e d  t h a t  t e a c h e r s  

in  A la s k a  d o  n o t  h a v e  a c c e s s  to  S o c ia l  S e c u r i t y  o r  a n y  o t h e r  s u p p l e m e n t a l  b e n e f i t  s y s te m  e x c e p t  

a s  t h e y  a r c  a b le  to  p r o v id e  f o r  s a m e  o n  t h e i r  o w n  i n i t i a t i v e .

T h e  C S  f o r  SB  53 im p r o v e s  a n d  m a k e s  t h e  T R S  a  b e t t e r  s y s te m . A s s u c h  i t  w i l l  m a k e  t e a c h in g  in  

A l a s k a  m o r e  a t t r a c t i v e  a s  a  p r o f e s s i o n a l  c a r e e r  a n d  s h o u ld  m i t ig a t e  s o m e  a g a i n s t  e x c e s s iv e  

e m p lo y e e  t u r n o v e r .  T h i s  c o n t r i b u t e s  to  t h e  o v e r a l l  q u a l i t y  o f  o u r  c o l l e c t i v e  e f f o r t  in  p u b l i c  

e d u c a t i o n .

In  1 986  s i m i l a r  l e g i s l a t i o n  w a s  p a s s e d  r e l a t i v e  to  t h e  P u b l i c  E m p lo y e e ’s R e t i r e m e n t  S y s te m . It is 

t im e  to  d o  t h e  s a m e  f o r  t h e  T R S .

S e n a to r  P a u l  F i s c h e r ,  C h a i r  

M e m b e r s ,  S e n a t e  H E S S  C o m m i t t e e

S e n a te  B il l  N o . 5 3

"A n  A c t  r e l a t i n g  to  t h e  t e a c h e r s ’ r e t i r e m e n t  s y s te m , a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  

d a te ."

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f

JUNEAU OFFICE FAIRBANKS REGIONAL OFFICE

’.05 MUNICIPAL WAV. SUrTE 302 2118 CUSHMAN STREET
JUNEAU. ALASKA 90801 FAIRBANKS. ALASKA 99701

(9071 586-3090 (907) 456-4435

M a r c h  15, 1 990

ANCHORAGE REGIONAL OFFICE

1411 W. 33RD AVENUE 
ANCHORAGE. ALASKA 99503 

(907) 274-0536



. ' , , 1 1  |  i  ■* new - means for people employed af ter  effective date

Probafrk Cgmiuuii

I. P R P A
a . ag e  65 a n d  o v e r th e  le sso r o f  75% C P I o r 9%
b. age  60-65. th e  le sso r o f  50% C P I o r 6%
c. A d hoc P R PA  up  to  4%

R etiree s :
- a , b . o r c , w h ic h e v e r  is g re a te r  

C u r re n t a c tiv e :

- a , b, o r c . w h ic h e v e r  is g re a te r

• m in im a lly  e l ig ib le  f o r  b e ig h t y ea rs  a f t e r  r e t i r e m e n t
New:

- m in im a lly  e l ig ib le  fo r  b e ig h t y ea rs  a f t e r  r e t i r e m e n t

2. H e a lth  In su ra n c e  P re m iu m  C ost

R e t i r e e s /C u r re n t  a c t iv e :

• no ch ang e

- re t i r e e  p a y s  p re m iu m  to  ag e  60
- p ay s  50% b e tw een  ag e  60  an d  65
- age 65 o r  o v e r , fu l ly  p a id  by T R S

3. N o rm a l r e t i r e m e n t c h a n g e d  f ro m  ag e  55 to  age 60 
E a r ly  re t i r e m e n t  ch an g ed  f ro m  ag e  50 to 55

-  a p p lie s  to  New em p lo yees  o n ly

4 . No ch an g e s  on 20 and  o u t

5. 10% A la sk a  co st o f  l iv in g  d i f f e r e n t i a l  (C O L A )

R e ti re e s /C u r re n t  a c tiv e :

- no ch ange
New:

- not available until age 65

6. Employee Contribution Rate

R e tire e s :

- no  e f f e c t  
C u r re n t a c tiv e /N ew :

- ch ang es  f ro m  7% to  8.65%  on 1 /1 /91
- becom es a  b e fo re  ta x  c o n t r ib u t io n

7. B e n e f i t  F o rm u la

B.tiiLm;

-  no  ch an g e  
C u r re n t a c f» c /N c w :

- 2 % /y e a r  f o r  f i r s t  20 y e a rs
- 2 1 /2 % /y c a r  f o r  e a ch  y e a r  o v e r  20 y e a rs  w h ic h  is e a rn e d  a f t e r  th e  e f f e c t iv e  d a te

( i f  th e  e f f e c t iv e  d a te  is 7 /1 /9 0 . a te a c h e r  has on th a t  d a te  25 y ea rs  o f  

c re d i te d  se rv ic e , te a c h e s  o ne  m o re  y e a r fo r  a to ta l o f  26. r e t i r e e s  on  7 /1 /9 1 ; 
fo rm u la  is 25 y e a rs  @ 2% + one  y ea r @  2 1/2% )

8. E lim in a tio n  o f  M ili ta ry  D o ub le  D ip

R e t ir e e s /C u r re n t a c tiv e ;
- no ch ang e

- c a n n o t use  m i l i t a r y  t im e  as  c re d i te d  s e rv ic e  in  th e  T R S  i f  u s in g  tho se  sam e  y e a rs  
to  d ra w  a m i l i t a r y  p en s io n
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M E M O R A N D U M A p r i l  4 ,  1 9 9 0

S U B J E C T :

TO:

FROM:

S e c t i o n a l  a n a l y s i s  o f  CSSB 5 3  (H E S S )  
( T e a c h e r s '  r e t i r e m e n t  s y s t e m )

S e n a t o r  J i m  D u n c a n

T e r e s a  B .  C r a m e r ’””̂ - ^ " '
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a  s e c t i o n a l  a n a l y s i s  o f  t h e  a b o v e  d e ­
s c r i b e d  b i l l .

A s  a  p r e l i m i n a r y  m a t t e r ,  n o t e  t h a t  a  s e c t i o n a l  a n a l y s i s  o r  
s u m m a r y  o f  a  b i l l  s h o u l d  n o t  b e  c o n s i d e r e d  a n  a u t h o r i t a t i v e  
i n t e r p r e t a t i o n  o f  t h e  b i l l  a n d  t h e  b i l l  i t s e l f  i s  t h e  b e s t  
s t a t e m e n t  o f  i t s  c o n t e n t s .

S e c t i o n  1 i n c r e a s e s  t h e  c o n t r i b u t i o n  r a t e  f o r  m e m b e r s  o f  t h e  
T e a c h e r s 1 R e t i r e m e n t  S y s t e m  f r o m  s e v e n  p e r c e n t  t o  8 . 6 5  p e r ­
c e n t  b e g i n n i n g  o n  J a n u a r y  1 ,  1 9 9 1  a n d  d i r e c t s  t h a t  c o n t r i b u ­
t i o n s  b e  d e d u c t e d  b e f o r e  f e d e r a l  t a x e s  a r e  c o m p u t e d .

S e c s .  2 a n d  3 c h a n g e  t h e  c o n t r i b u t i o n  r a t e  b y  w h i c h  m e m b e r s  
o f  t h e  T e a c h e r s 1 R e t i r e m e n t  S y s t e m  f i r s t  h i r e d  o n  o r  a f t e r  
J u l y  1 ,  1 9 9 0 ,  m a y  b u y  i n  m i l i t a r y  s e r v i c e  o r  A l a s k a  B u r e a u  
o f  I n d i a n  A f f a i r s  s e r v i c e  f r o m  s e v e n  p e r c e n t  t o  8 . 6 5  p e r ­
c e n t .

S e c .  4 r e q u i r e s  t h a t  a  m e m b e r  h a v e  r e c e i v e d  a n  h o n o r a b l e  
d i s c h a r g e  t o  b e  e n t i t l e d  t o  c l a i m  m i l i t a r y  s e r v i c e  i n  T R S .  
T h e  s e c t i o n  a l s o  p r o h i b i t s  a  m e m b e r  f r o m  r e c e i v i n g  TRS r e ­
t i r e m e n t  b e n e f i t s  f o r  m i l i t a r y  s e r v i c e  f o r  w h i c h  t h e  m e m b e r  
i s  e n t i t l e d  t o  r e c e i v e  r e t i r e m e n t  b e n e f i t s  f r o m  t h e  U n i t e d  
S t a t e s  g o v e r n m e n t .

S e c s ♦ 5 a n d  6 c h a n g e  t h e  r e t i r e m e n t  a g e  f o r  m e m b e r s  o f  TR S.  
E l i g i b i l i t y  f o r  n o r m a l  r e t i r e m e n t  i s  c h a n g e d  f r o m  5 5  y e a r s  
t o  6 0  y e a r s ,  a n d  e l i g i b i l i t y  f o r  e a r l y  r e t i r e m e n t  i s  c h a n g e d  
f r o m  5 0  y e a r s  t o  5 5  y e a r s .



S e c .  7 i n c r e a s e s  t h e  m u l t i p l i e r  f o r  c o m p u t i n g  c e r t a i n  b e n e -  
f i t s  p a y a b l e  t o  TRS m e m b e r s .  B e n e f i t s  f o r  y e a r s  o f  s e r v i c e  
g r e a t e r  t h a n  20  w h i c h  w e r e  e a r n e d  a f t e r  J u l y  1 ,  1 9 9 0 ,  w i l l  
b e  f i g u r e d  b y  m u l t i p l y i n g  b y  t w o  a n d  o n e - h a l f  p e r c e n t  i n ­
s t e a d  o f  b y  t w o  p e r c e n t .  B e n e f i t s  f o r  a l l  s e r v i c e  e a r n e d  
b e f o r e  J u l y  1 ,  1 9 9 0 ,  a n d  f o r  t h a t  p a r t  o f  t h e  b e n e f i t s  t h a t  
a r e  f i g u r e d  o n  f e w e r  t h a n  2 0  y e a r s  o f  s e r v i c e  a r e  f i g u r e d  a t  
t w o  p e r c e n t .

S e c .  8 r e s t o r e s  l a n g u a g e  t o  AS 1 4 . 2 5 . 1 1 0  t h a t  w a s  r e m o v e d  
f r o m  AS 1 4 . 2 5 . 1 1 0 ( d )  b y  s e c .  7 .

S e c s .  9 a n d  10 r e p e a t  t h e  c h a n g e s  i n  e l i g i b i l i t y  f o r  n o r m a l  
a n d  e a r l y  r e t i r e m e n t  m a d e  b y  s e c s .  5 a n d  6 .  AS 1 4 . 2 5 . 1 2 5  i s  
t h e  s e c t i o n  t h a t  g r a n t s  m e m b e r s  e l i g i b l e  t o  r e t i r e  u n d e r  t h e  
P u b l i c  E m p l o y e e s '  R e t i r e m e n t  S y s t e m  t h e  r i g h t  t o  r e t i r e  u n d e r  
TRS w i t h  o n l y  t w o  y e a r s  o f  m e m b e r s h i p  s e r v i c e  i n  T R S .

S e c .  11 l i m i t s  e l i g i b i l i t y  f o r  t h e  c o s t - o f - l i v i n g  a l l o w a n c e  
(COLA) t o  r e t i r e d  m e m b e r s  o f  TRS w h o  a r e  s t a t e  r e s i d e n t s  a n d  
a t  l e a s t  6 5  y e a r s  o f  a g e  o r  d i s a b l e d .  T h e  COLA i s  c u r r e n t l y  
p a y a b l e  t o  r e t i r e e s  o f  a n y  a g e  w h o  a r e  l i v i n g  i n  t h e  s t a t e .

S e c .  12 c h a n g e s  t h e  p o s t  r e t i r e m e n t  p e n s i o n  a d j u s t m e n t  
(PRPA )  s t a t u t e  t o  p a r a l l e l  t h e  p r o v i s i o n s  o f  P E R S ,  f o u n d  a t  
AS 3 9 . 3 5 . 4 7 5 .  S u b s e c t i o n  ( a )  m a k e s  t h e  PRPA m a n d a t o r y  i f  
t h e  c o s t  o f  l i v i n g ,  a s  d e t e r m i n e d  u n d e r  ( f )  o f  t h e  s e c t i o n ,  
h a s  i n c r e a s e d  d u r i n g  t h e  p r e v i o u s  c a l e n d a r  y e a r  a n d  l i m i t s  
e l i g i b i l i t y  t o  r e c e i v e  t h e  P R P A .  S u b s e c t i o n s  ( b )  a n d  ( c )  
s e t  o u t  t h e  f o r m u l a  f o r  d e t e r m i n i n g  t h e  a m o u n t  o f  t h e  PRPA 
a n d  f o r  f i g u r i n g  f r a c t i o n a l  b e n e f i t s  f o r  t h o s e  n o t  r e t i r e d  
f o r  t h e  f u l l  y e a r .  S u b s e c t i o n  ( d )  r e t a i n s  t h e  a m o u n t  o f  
P R P A ' s  g r a n t e d  w h i l e  a  m e m b e r  w a s  r e c e i v i n g  d i s a b i l i t y  b e n e ­
f i t s  f o r  t h e  m e m b e r ' s  r e t i r e m e n t  b e n e f i t .  S u b s e c t i o n  ( e )  
i n c l u d e s  a d j u s t m e n t s  g r a n t e d  t o  d e c e a s e d  m e m b e r s  o r  
s u r v i v o r s  w h e n  f i g u r i n g  d e a t h  b e n e f i t s  o r  s u r v i v o r ' s  b e n e ­
f i t s  u n d e r  T R S .

S e c s .  13 -  15  c h a n g e  e l i g i b i l i t y  f o r  m a j o r  m e d i c a l  i n s u r a n c e  
c o v e r a g e .  U n d e r  s e c .  1 5 ,  b e n e f i t  r e c i p i e n t s  w h o  c h o o s e  t o  
b e  c o v e r e d  a n d  w ho  a r e  y o u n g e r  t h a n  6 0  m u s t  p a y  t h e  f u l l  
c o s t  o f  t h e  i n s u r a n c e  p r e m i u m ,  b e n e f i t  r e c i p i e n t s  b e t w e e n  
t h e  a g e s  o f  60  a n d  6 5  m u s t  p a y  o n e - h a l f  t h e  c o s t ,  a n d  d i s ­
a b l e d  m e m b e r s  a n d  p e r s o n s  6 5  y e a r s  o f  a g e  o r  o l d e r  r e c e i v e  
c o v e r a g e  w i t h o u t  p a y i n g  f o r  t h e  p r e m i u m .



P a g e  3
A p r i l - 4 ,  1 9 9 0

S e c .  16  a p p l i e s  t h e  c h a n g e s  t h a t  r e d u c e  t h e  v a l u e  o f  TRS 
b e n e f i t s  o r  l i m i t  e l i g i b i l i t y  f o r  TRS b e n e f i t s  t o  e m p l o y e e s
f i r s t  h i r e d  o n  o r  a f t e r  t h e  e f f e c t i v e  d a t e  o f  t h e  A c t .  T h e
i n c r e a s e  i n  t h e  c o n t r i b u t i o n  r a t e  a n d  t h e  c o r r e s p o n d i n g
i n c r e a s e  i n  b e n e f i t  c a l c u l a t i o n s ,  i n c l u d i n g  t h e  p o s t
r e t i r e m e n t  p e n s i o n  a d j u s t m e n t ,  a p p l y  t o  a l l  e m p l o y e e s .

S e c .  17 g i v e s  t h e  A c t  a n  e f f e c t i v e  d a t e  o f  J u l y  1 ,  1 9 9 0 .

I f  I  m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

T C : m i  
w k m i 6 / 0 6 9



1990 LEG ISLA TIO N  
P O S IT IO N  PAPER 

D E P A R T M E N T  O F  A D M IN IS T R A T IO N

D iv is io n  R e tirem en t a n d  Benefits______________ B ill N u m b e r  CS SB 53

B ill T i t le  A n  A ct re la tin g  to  P o s t R e tirem en t P en sio n  A d ju s tm e n t to  TRS.

P o s it io n  S ta te m e n t: Explain br iefly wha t  bill does, its impacts and Departments '  position,
Le. a) support,  b) do not  support, c) neutral or d) oppose.

SB 53  p ro v id e s  a  tre m e n d o u s  o p p o rtu n ity  to  g u a ra n te e  te ac h e rs  th a t 
r e t i r e m e n t  b e n e f its  w ill  k e e p  p a c e  w ith  c o s t-o f - l iv in g  in c re a se s , and  
a t  th e  s a m e  tim e , g u a ra n te e  em p lo y e rs  o f  a r e la te d  re d u c tio n  in 
e m p lo y e r  c o n t r ib u t io n s .

T h is  C o m m itte e  S u b s ti tu te  w a s  d e v e lo p e d  to  p ro v id e  re tire d  teach e rs  
w ith  a n  a u to m a tic ,  p re - fu n d e d , p o s t  re t i r e m e n t  p e n s io n  a d ju s tm e n t 
(P R P A ) an d  an  in c re a se d  b e n e f it  m u ltip lie r . C o s t c o n ta in m e n t 
p ro v is io n s  a re  in c lu d e d  to  o f f -s e t  the  p re - fu n d in g  ex p en se .

T h e  c u r re n t  ad  h o c  P R P A  w as e s ta b lish e d  on a  p a y -a s -y o u -g o  basis . 
E v e ry  tim e  an  ad h o c  P R P A  is  is su e d , the  sy s te m 's  u n fu n d ed  liab ility  
is  in c re a s e d , w h ic h , in  tu rn , in c re a se s  th e  e m p lo y e rs ' c o n tr ib u tio n  
r a te —a f te r  th e  fa c t. T h e  m o s t im p o rta n t a sp e c t o f  th is  b ill is th a t it 
p ro v id e s  fo r  p re fu n d in g  the  P R P A s . T h e  fu n d in g  o f  fu tu re  PR PA s 
w o u ld  b e  in c o rp o ra te d  in to  th e  p la n , w ith  m o n ie s  se t a s id e  in 
a d v a n c e . E m p lo y e r  c r - t r ib u t io n  ra te s  w o u ld  n o  lo n g e r  have  to 
" re a c t"  to  a  p e n s io n  a d ju s tm e n t, an d  re tire e s  c o u ld  e n jo y  som e 
r e t i r e m e n t  s e c u r i ty .

I f  p a s s e d , e f fe c t iv e  J a n u a ry  1, 1991 te a c h e rs ’ c o n tr ib u tio n s  w ould  
in c re a s e  fro m  7%  to  8 .65%  o f  sa la ry . T h ese  c o n tr ib u tio n s  w ou ld  be 
w ith  p re - ta x , in s te a d  o f  the  c u rre n t a f te r- ta x , d o lla r s .  A d d itio n a lly , 
fo r  th o se  te a c h e rs  f ir s t  h ire d  a f te r  th is  b ill 's  e f fe c t iv e  d a te , the  
fo l lo w in g  p ro v is io n s  w o u ld  a p p ly :

1. d e p e n d in g  on ag e , each  w ill sh are  in  the  c o s t o f  the health
p re m iu m  a f te r  re tire m e n t. (F o r  th o se  a lre ad y  
h ire d , the  p re m iu m  is fu lly  p a id );

2 . none  w ill be e lig ib le  fo r the A la sk a  c o s t o f  liv ing
a llo w an ce  (C O L A ) u n til age 6 5 . I f  the re tire e  is an 
A la sk a  re s id en t, the  C O L A  is an  ad d itio n a l 10%  of 
th e  re t i r e m e n t  b e n e f it;  and



n o rm a l re tire m e n t age  w ill be 60 in s te a d  o f  55

T h e re  a re  a d m in is tra tiv e  co s ts  to  im p le m e n t th e  p ro v is io n s  o f  the 
b ill. T h e se  co sts  w o u ld  b e  fu nded  by  an a p p ro p r ia tio n  fro m  the  
T e a c h e rs ’ R e tire m e n t S y s tem ; no  g e n e ra l fu n d  m o n ie s  a re  n eed ed .
O n th e  o th e r h an d , e m p lo y e r  co n tr ib u tio n s  a re  m ad e  w ith  the  
s u p p o r t  o f  g e n e ra l fu n d  d o lla rs . U n d e r th is  le g is la tio n  th e  em p lo y e r 
c o n tr ib u tio n  ra te  w o u ld  be R E D U C E D  by .05% , sav in g  an e s tim ated  
$ 2 0 0  th o u sa n d  e a c h  y e a r .

T h e  D e p a r tm e n t o f  A d m in is tra tio n  and  the  D iv is io n  o f  R e tire m e n t 
a n d  B e n e f its  fu lly  su p p o rt th is  leg is la tio n . I t  re s p o n s ib ly  a d ju s ts  the  
p r io r i t ie s  to  e n su re  an  a u to m a tic  p e n s io n  a d ju s tm e n t fo r  liv in g  c o s t 
in c re a s e s . T h is  e n h a n c e m e n t s h o u ld . se rv e  w e ll to  a ttra c t  an d  re ta in  
th e  b e s t  o f  the  te a c h in g  p ro fe ss io n .

APPROVED:

D ire c to r  Sallv  Sm ith D iv is io n

S ig n a tu r e ai
F r a n k s .  Baxter
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