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"An Act relating to the teachers’ retirement system; and providing for 
an effective date.”
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M a rc h  15, 1990

To : S ena to r  Pau l F is c h e r .  C h a i r  
M em bers .  Senate HESS C o m m it te e

Re: Senate B i l l  No. 53
" A n  A c t  r e la t in g  to  the te a c h e rs ’ r e t i r e m e n t  system , and  p r o v id i n g  l o r  an e f f e c t i v e  
date ."

N E A - A la s k a  s t r o n g ly  s u p p o r ts  and  e ncou rages  y o u r  fa v o r a b le  :o n s id c r a t io n  o f  SB 53.
E s ta b l is h in g  an  a n n u a l  post r e t i r e m e n t  pens ion  a d ju s tm e n t  is a le g is la 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 ts  6 ,000+ mem bers.

I t  is o u r  u n d e rs ta n d in g  th a t  the  CS f o r  SB 53 w h ic h  w i l l  be b e fo re  the  C o m m it te e  makes th e  . 
a n n u a l  post r e t i r e m e n t  pens ion  a d ju s t m e n t  (P R P A )  reve nu e  n e u t ra l  and  m a y  in  fa c t  show  a s l ig h t  
s a v in g s  f o r  the  state a n d  schoo l d i s t r i c t  e m p lo y e rs  b y  in c re a s in g  e m p lo y e e  c o n t r i b u t i o n s  and  
m a k in g  some p ro s p e c t iv e  changes in  the  b e n e f i t  system.

A s  e v id e n c e d  b y  Sec t ion  1 in  the  CS c u r r e n t  a c t iv e  m em bers  a rc  w i l l i n g  to sha re  in  a p o r t io n  o f  
the  cos t inc rease  in  o rd e r  to  p ro v id e  f o r  an a n n u a l  post r e t i r e m e n t  pen s io n  a d ju s tm e n t  a n d  tha t 
i t  w i l l  be based on sound  a c tu a r ia l  f u n d in g .

P r o v is io n  f o r  an a n n u a l  a d ju s tm e n t  to t h e i r  f i x e d  re t i r e m e n t  in c o m e  w i l l  o b v io u s ly  p ro v id e  some 
h e lp  to  re t i re e s  r e la t iv e  to  the  adve rse  e f f e c t s  o f  i n f la t i o n .  I t  s h o u ld  a lso  be n o ted  th a t  teachers  
in  A la s k a  do  n o t  have access to S o c ia l  S e c u r i t y  o r  a n y  o th e r  s u p p le m e n ta l  b e n e f i t  system e xcep t 
as th e y  a rc  a b le  to p ro v id e  f o r  same on t h e i r  o w n  in i t i a t i v e .

T h e  CS f o r  SB 53 im p ro v e s  and  m akes  the  T R S  a b e t te r  system. A s  such  i t  w i l l  m ake  te a c h in g  in 
A la s k a  m o re  a t t r a c t i v e  as a p ro fe s s io n a l  ca re e r  and s h o u ld  m i t ig a te  some a g a in s t  excessive 
e m p lo y e e  tu rn o v e r .  T h is  c o n t r ib u te s  to th e  o v e ra l l  q u a l i t y  o f  o u r  c o l le c t i v e  e f f o r t  in  p u b l i c  
e d u c a t io n .

In  1986 s im i l a r  le g is la t io n  was passed r e la t iv e  to the P u b l ic  E m p lo y e e ’s R e t i r e m e n t  Sys tem . I t  is 
t im e  to  do  the  same f o r  the  TRS.

cc: S e n a to r  J im  D u n c a n



Probable Components CS forS .BJ? - PRpA

* new - means fo r  people employed a f te r  e ffec t ive  date

1. P R P A
a. ag e  65 a n d  o v e r  t h e  lessor  o f  75% CPI  o r  9%
b. ag e  60-65.  t h e  l es so r  o f  50% CP I  or  6%
c. A d  hoc  P R P A  u p  to  4%

Rel i rees:
- a .  b. o r  c, w h i c h e v e r  is g r e a t e r  

C u r r e n t  ac t iv e :
- a ,  b. o r  c. w h i c h e v e r  is g r e a t e r
• m i n i m a l l y  e l ig ib l e  for  b e i g h t  y ea r s  a f t e r  r e t i r e m e n t

N e w :
* m i n i m a l l y  e l ig i b l e  fo r  b e i gh t  y e a r s  a f t e r  r e t i r e m e n t

2. H e a l t h  In s u r a n c e  P r e m i u m  Cost

R e t i r e e s / C u r r e n t  ac t iv e :
- no c h a n g e

New;
- r e t i r ee  p a y s  p r e m i u m  to ag e  60
- pays 50% b e t w e e n  age  60 a n d  65
• age 65 o r  o v e r ,  fu l l y  p a i d  by  T R S

3. N o r m a l  r e t i r e m e n t  c h a n g e d  f r o m  age  55 to age 60 
E a r l y  r e t i r e m e n t  c h a n g e d  f r o m  age  50 to 55

-  a p p l i e s  to New e m p l o y e e s  on ly

4 .  No c h a n g e s  on 20 a n d  o u t

5. 10% A l a s k a  cost  o f  l i v i n g  d i f f e r e n t i a l  (C O L A )

R c l i r e e s / C u r r e n t  ac t i v e :
- no  c h a n g e

N e » :
- not  a v a i l a b l e  u n t i l  age 65

6. E m p l o y e e  C o n t r i b u t i o n  R a t e

Re t i r ee s :
- no e f f e c t  

C u r r e n t  a c t i v f / N c w :
- ch a n g e s  f r o m  7% to 8.65% on 1 /1/91
* becomes  a b e f o r e  t ax  c o n t r i b u t i o n

7. B e n e f i t  F o r m u l a

F f l i r t t ? :
- no  c h a n g e  

CMf!m. l .BC|i>C/.Newr
- 2 % / y e a r  f o r  f i r s t  20 y ea r s
- 2 1 / 2 % / y c a r  f o r  ea ch  y e a r  ove r  20 y ea r s  w h i c h  is e a r n e d  a f t e r  t h e  e f f e c t i v e  d a t e

( i f  t h e  e f f e c t i v e  d a t e  is 7 ' | / 9 0 .  a t e a c h e r  h a s  on  th a t  d a t e  25 yea r s  of  
c r e d i t e d  se rv i c e ,  t e a c h e s  one  more  y ea r  fo r  a t o t a l  o f  2o. r e t i r e e s  on  7 / 1 /9 1 ;  
f o r m u l a  is 25 yea r s  (S' 2% + one yea r  (S' 2 1 /2%)

8. E l i m i n a t i o n  o f  M i l i t a r y  D o u b l e  D ip

R f » i r f y ? / C n r r f n |  » c t j v f ;
- no c h a n g e

N c " :
• c a n n o t  u se  m i l i t a r y  t i m e  as  c r e d i t e d  se rv i ce  in t h e  T R S  i f  u s i n g  th ose  s a m e  years  
to d r a w  a m i l i t a r y  p en s i o n



LEGISLATIVE AFFAIRS A GEN CY

M E M O R A N D U M  April b , 1990

SUBJECT: Sectional analysis of CSSB 53 (HESS)
(Teachers retirenr'nt system)

TO: Senator Jim Duncan

FROM: Teresa B. Cramer^l^-^'
Legislative Counsel

You have requested a sectional analysis of the above de­
scribed bill.

As a preliminary matter, note that a sectional analysis or 
summary of a bill should not be considered an authoritative 
interpretation of the bill and the bill itself is the best 
statement of its contents.

Section 1 increases the contribution rate for members of the 
Teachers' Retirement System from seven percent to 8.65 per­
cent beginning on January 1, 1991 and directs that contribu­
tions be deducted before federal taxes are computed.

Secs. 2 and 3 change the contribution rate by which members 
of the Teachers' Retirement System first hired on or after 
July 1, 1990, may buy in military service or Alaska Bureau 
of Indian Affairs service from seven percent to 8.65 per­
cent.

Sec. b requires that a member have received an honorable 
discharge to be entitled to claim military service in TRS. 
The section also prohibits a member from receiving TRS re­
tirement benefits for military service for which the m*mber 
is entitled to receive retirement benefits from the United 
States government.

Secs. 5 and 6 change the retirement age for members of TRS. 
Eligibility for normal retirement is changed from 55 years 
to 60 years, and eligibility for early retirement is changed 
from 50 years to 55 years.

At’Cl
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Sec. 7 increases the multiplier for computing certain bene- 
fits payable to TRS members. Benefits for years of service 
greater than 20 which were earned after July 1, 1990, will 
be figured by multiplying by two and one-half percent in­
stead of by two percent. Benefits for all service earned 
before July 1, 1990, and for that part of the benefits that 
are figured on fewer than 20 years of service are figured at 
two percent.

Sec. 8 restores language to AS 14.25.110 that was removed 
from AS 14.25.110(d) by sec. 7.

Secs. 9 and 10 repeat the changes in eligibility for normal 
and early retirement made by secs. 5 and 6. AS 14.25.125 is 
the section that grants members eligible to retire under the 
Public Employees' Retirement System the right to retire under 
TRS with only two years of membership service in TRS.

Sec. 11 limits eligibility for the cost-of-living allowance 
(COLA) to retired members of TRS who are state residents and 
at least 65 years of age or disabled. The COLA is currently 
payable to retirees of any age who are living in the state.

Sec. 12 changes the post retirement pension adjustment 
(PRPA) statute to parallel the provisions of PERS, found at 
AS 39.35.475. Subsection (a) makes the PRPA mandatory if 
the cost of living, as determined under (f) of the section, 
has increased during the previous calendar year and limits 
eligibility to receive the PRPA. Subsections (b) and (c) 
set out the formula for determining the amount of the PRPA 
and for figuring fractional benefits for those not retired 
for the full year. Subsection (d) retains the amount of 
PRPA's granted while a member was receiving disability bene­
fits for the member’s retirement benefit. Subsection (e) 
includes adjustments granted to deceased members or 
survivors when figuring death benefits or survivor's bene­
fits under TRS.

Secs. 13 - 15 change eligibility for major medical insurance 
coverage. Under sec. 15, benefit recipients who choose to 
be covered and who are younger than 60 must pay the full 
cost of the insurance premium, benefit recipients between 
the ages of 60 and 65 must pay one-half the cost, and dis­
abled members and persons 65 years of age or older receive 
coverage without paying for the premium.
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Sec. 16 applies the changes that reduce the value of TRS 
benefits or limit eligibility for TRS benefits to employees
first hired on or after the effective date of the Act. The
increase in the contribution rate and the corresponding
increase in benefit calculations, including the post
retirement pension adjustment, apply to all employees.

Sec. 17 gives the Act an effective date of. July 1 , 1990.

If I may be of further assistance, please advise.

TC:mi
wkmi6/069



1990 LEG ISLAT ION  
POSIT ION  PAPER 

D E P A R T M E N T  OF A D M IN IS T R A T IO N

D iv is ion  Retirement and Benefits________________ Bi l l  N um be r CS SB 53
Bill T i t le  An Act relating to Post Retirement Pension Adjustment: to TRS.

Position Statement: E xp la in  b r i e f l y  w h a t  b i l l  does, its im pac ts  and D epar tm en ts ' pos it ion ,
i.e. a) support, b) do not support, c) neutral or d) oppose.

SB  53  provides a tremendous opportunity to guarantee teachers that 
retirement benefits will keep pace with cost -o f - l iv ing increases, and 
at the same time, guarantee employers o f  a related reduction in 
em p loy e r  contr ibu t ions .

This Commit tee  Substitute was developed to provide retired teachers 
with an automatic ,  pre -funded , post retirement pension adjustment 
( P R P A )  and an increased benefit multiplier. Cos t  containment 
provisions are included to off -set the pre-funding expense.

The  current ad hoc PRPA  was established on a pay -as -you-go basis. 
Every time an ad hoc PRPA  is issued, the system's unfunded liability 
is increased, which ,  in turn, increases the employers' contribution 
r a t e -a f t e r  the fact. The most important aspect o f  this bill is that it 
provides for prefunding the PRPAs .  The funding o f  future PRPAs  
would be incorporated into the plan, with monies set aside in 
advance . Employer  contribution rates would no longer have to 
"react" to a pension adjustment, and retirees cou ld  enjoy some 
re t i rement secur i ty .

I f  passed, effective January 1, 1991 teachers' contributions would 
increase from 7 %  to 8 .6 5%  o f  salary. These contributions would be 
with pre-tax, instead o f  the current after-tax, dol lars.  Additionally , 
for those teachers first hired after this bil l ’s effective date, the 
fo l lowing provisions would apply:

1. depending on age. each will share in the cost of the health
premium after retirement. (For  those already 
hired, the premium is fully paid) ;

2 .  none will be eligible for the Alaska cost o f  living
allowance ( C O L A )  until age 65 .  I f  the retiree is an 
Alaska resident, the C O L A  is an additional 10% of 
the retirement benefit; and



CS SB  53 Position Paper

3 .  normal retirement age will be 60  instead o f  55 .

There are administrative costs to implement the provisions o f  the 
bill. These costs would be funded by an appropriation from the 
Teachers ’ Retirement System; no general fund monies are needed.
On the other hand, employer contributions are made with the 
support o f  general fund dollars. Under this legislation the employer  
contribution rate would be R E D U C E D  by .0 5% ,  saving an estimated 
$ 2 0 0  thousand each year.

The Department o f  Administration and the Div is ion o f  Retirement 
and Benefits fu l ly support this legislation. It responsibly adjusts the 
priorities to ensure an automatic pension adjustment for living cost  
increases. This  enhancement should serve well  to attract and retain 
the best o f  the teaching profession.

A P P R O V E D :

Director Sallv Smith____________ Div is ion Retirement and Benefits

S igna tu re
/

(For m o re  in fo rm a t io n ,  ca ll  S ioux  P lu m m e r  465*2200) Rev. 12/S9
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FISCAL NOTE 
REQUEST:

STATE OF ALASKA B i l l  V e rs ion :  cssb S3 (hess )
1990 LEGISLATIVE SESSION Pub l i sh  Date: 3 / 2 6 / 9 0

Revision Date:_____________________  Agency Affected: Administration
T i t l e :  An Act relating to Post Retirement 3RU: Retirement and Benefits______
Pension Adjustments in TRS_____________
Sponsor: Ouncan_____________________ Components: Retirement and Benefits
Requestor:_________________________  _______________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
CRANTS, CLAIMS
MISCELLANEOUS

55.5 55.5 55.5 55.5 55.5 55.5
0 0 0 0 0 0

233.7 .3 .3 .3 .3 .3
.2 .1 .1 .1 .1 .1

<f4.5 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 333.9 55.9 55.9 55.9 55.9 55.9

CAPITAL
REVENUE

FUNDING: (Thousands of Dollars)
CENERAL 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 5S.9
333.9 55.9 55.9 55.9 55.9 55.9

POSITIONS:
FULL-TIME 1 1 1 I 1 1 1
PART-TIME 0 0 0 I 0 0 0
TEMPORARY 0 0 0 1 0 0 0

ANALYSIS: (Attach a separate page if necessary) these administrative costs will be" *
BORNE BY THE TEACHERS' RETIREMENT FUND. THEY WILL NOT IMPACT THE CENERAL FUND.

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

THIS BILL IS ESTIMATED TO SAVE THE STATE 529.1 IN PERSONAL SERVICES COSTS IN FY 91 AND EACH
YEAR THEREAFTER. THIS BILL IS E5TIMATED TO SAVE SCHOOL DISTRICTS S172.5 IN PERSONAL SERVICES
COSTS IN FY 91 AND EACH YEAR THEREAFTER. .Please refer to page 3 for discussion.

Prepared by: Saiiv Smith. Pirect\?AcJcc^.^Nviv„ , r Phone: <>65-*<.60__________
Division: Retirement and Benefits V n \ *~ Da t6 : ^

Approved by Commissi one Date:____________ _________
Agency: Department of Administ rat ion ~  / /

Di s t r ibu t ion (by preparer ) :  
Legi s l a t i ve Finance 
Legi s l a t ive Sponsor 
Reauestor 
Office of Management and Budget
Impacted Agency(ies) Page j __ of j*___

! 5 / 6K l / 0 3 0 rC i * - 0 / n 2



C o m m it te e  S u bs t i tu te  fo r  Senate B i l l  53 
F isca l N o te  A n a ly s is  

P repared  b y  D iv is io n  o f  R e t i re m e n t  &. B e n e f i ts
D e p a r tm e n t  o f  A d m in i s t r a t i o n

M a rc h  9, 1990

A n a l y s i s :  T h is  b i l l  w o u ld  e s ta b l is h  a p rc - fu n d c d  a u to m a t ic  pos t re t i rem en t
p e n s io n  a d ju s tm e n t  ( P R P A )  and severa l  o th e r  c o s t  c o n ta in m e n t  measures
in  the  Teachers ' R e t ire m e n t Systems (T R S ).  A  sa v in g s  to  e m p lo y e rs  o f  
S 2 0 0 .0 0 0  each y e a r  is e s t im a te d ,  a f te r  c o n s id e r in g  the  costs f o r  automated 
s y s te m s  e n h a n c e m e n ts  and  o n g o in g  m a in te n a n c e .

T h e  P R P A  w o u ld  be g ran ted  f ro m  Ju ly  1 o f  each y e a r  i f  the C on sum e r  Price  
In d e x  f o r  A n c h o ra g e  ( C P I - W )  increased d u r in g  the  p r i o r  c a le n d a r  year.
T h e  b i l l  w o u ld  a lso  increase  the b e n e f i t  fo rm u la  to  enco u rag e  m em bers  w h o
a c c u m u la te  20  years  o f  m e m b e rs h ip  se rv ice  to c o n t in u e  teach ing .  The cos t 
c o n ta in m e n t  p ro v is io n s  im p le m e n te d  b y  th is  b i l l  w o u ld  p a ra l le l  the  P u b l ic  
E m p lo y e e s  R e t i r e m e n t  S y s te m .

T h e  to ta l  es t im a ted  a d m in is t ra t iv e  cost to the  d iv is io n  o f  S333.9  f o r  F Y  91
is f o r  pe rsona l and c o n t ra c tu a l  serv ices . D u r in g  the  f i r s t  yea r ,  a perm anent
p ro g ra m c r /a n a ly s t  I V  w o u ld  d e v e lo p  the changes  to  the  T R S  autom ated  sys te m  
in  c o o p e ra t io n  w i t h  a f i r m  co n tra c te d  to assist. In  the  second  and subsequent 
ye a rs  the A /P  I V  w o u ld  c o m p le te  the p ro je c t  and p ro v id e  o n g o in g  
m a in te n a n c e  f o r  the a u to m a t ic  P R P A  sys te m  and b e n e f i t  c a lc u la t io n  systems 
f o r  b o th  the T R S  and the P u b l ic  E m p lo y e e s  R e t i re m e n t  Sys tem . C urren t s ta f f
w o u ld  n o t  be ab le  to absorb  th is  increased  w o rk lo a d .

page 2 of



Committee Substitute for Senate Bill 53 
Analysis  o f  Financial Impact to the Retirement Fund 

Prepared by Division o f  Retirement &  Benefits 
Department o f  Administrat ion  

March 9, 1990

Ana ly s is :  T h is  b i l l  w o u ld  dec rea se  the state T ea che rs '  R e t i re m e n t  S ys tem  (T R S )
c o n t r ib u t io n  rate by  0 .05%  in  F Y  91. T he  state T R S  p a y ro l l  is estimated  to be 
S58.159.25S  in  F Y  91 and rem ain  s tab le  the rea fte r .

T h e  state s a v i n g s  o f  S 2 9 ,080  are c a lc u la te d  as fo l lo w s :

D e p a r tm e n t  o f  E d uca t io n  F Y  91
estimated salary $ 5 , 6 7 3 , 7 2 9

D e c r e a s e  in TR S rate X  0 .05%

T o t a l  s a v in g s   S 2 ,83 7

U n iv e rs i t y  o f  A la s k a  F Y  91
estimated salary $ 5 2 , 4 8 5 , 5 2 9

D e c r e a s e  in T R S  rate X  0 .0 5 %

T o t a 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 ... $ 2 9 . 0 8 0

In  a d d i t io n  to these state sav ings , the schoo l d is t r ic ts '  c o n t r ib u t io n  rates w o u ld  
l i k e l y  d e c r e a s e  by  0 .05%  in FY  91 . T h e  schoo l d is t r ic ts '  sa la ries  arc est im ated  
to be S 5-i-J.238.82S in  F Y  91 and rem ain  stable  each year the rea fte r .

T h e  sch oo l d is t r ic ts '  s a v i n g s  o f  $ 1 0 3 , 2 7 2  arc c a lc u la te d  as fo l lo w s :
%

S choo l d is t r ic t  F Y  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 . 0 5 ^

T O T A L  S C H O O L  D I S T R I C T  S A V IN G S . . .  $ 1 7 2 ,1 1 9

Passage o f  th is  b i l l  w i l l  have no m easurab le  im p a c t  on the T R S  u n fu nd e d  
l i a b i l i t y .  I t  w i l l  not a f fe c t  the T R S  fu n d in g  ra t io .

page 3 of 4



Position Tille 
Time Status

PE/FT

Analyst/Programmer IV
Staff Months

1 2 . 0

No . o f  Positions Range/Step 19A liarg. Unit
GO

Funding Source fur Total Cost
Federal Receipts I 0 0 2
C, F. Match 1003
Cicncral Fund 1004
I A  Receipts 10 06
C IP  Receipts 1 0 6 !
Oilier T e a che rs'  R e t i r e m e n t  10.14

Locat ion
Juneau

Flection District
4

Type o f  Expenditure Amount
1 2 3

Salary 4 0 , 0 3 2
Benefits 15,480
Premium Pay
Oilier

Total Personal Services b5,512
Travel 0
Contractual 3 5 0
Commodit ies TDD
equipment • Z 2 . 2 5 U
Uthcr

Total Cost / y yZLd

.7-3,212.

Justification
This pos i t ion will be responsible for the ana lys i s ,  
design, programming, implementation, maintenance, ant 
enhancement of systems and subsystems mandated by 
CSSB 53. This includes tracking and overseeing 
cont rac t  analyst/programmer work during the f i r s t  
year of  the development e f f o r t ,  continuing develop­
ment to completion in the second or t h i rd  year ,  
i n t e r f ac ing  and maintaining i n ter faces  of the newly 
developed sys.ems with a l l  other State systems and 
other systems as appropr ia te ,  and maintaining al l  
systems developed by th i s  pro j ec t  as they become 
ope ra t i ona l .

B / 6 B l / 0 3 n 7 0 9 - 0

Request For 
New Position

A g e n c y

HiUJ

C o m p o n e n i

Administrat ion
Retirement and Benefi ts 
Retirement and Benefi ts




