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Revision Date:______________________
Title: An Act relating to Post Retirement
Pension Adjustments in TR5______________
Sponsor: Duncan______________________
Requestor:__________________________

Agency Affected: Administration 
BRU: Retirement and Benefits

Components: Retirement and Benefits

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 & STRUCTURES
GRANTS, 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

44.5 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

ANALYSIS: (Attach a separate page if necessary)

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 S172.1 IN PERSONAL SERVICES
COSTS IN FY 91 AND EACH YEAR THEREAFTER. .Please refer to page 3 for discussion.

Prepared by: Sally Smith, Direct
Division: Retirement and Benefits'V

Phone: *65-^60

Approved by Commissi oner:______________
Agency: Department of Administration
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Legislative Sponsor 
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Office of Management and Budget 
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axxer Date:

CAPITAL o o 0 0 0 o
—

REVENUE 0 0 o 0 0 0

FUNDING: (Thousands of Do!' ars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 333.9 55.9 55.9 55.9 55.9 55.9
TOTAL 333.9 55.9 55.9 55.9 55.9 55.9

POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
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Committee Substitute for Senate Bill 53 
Fiscal Note -Analysis 

Prepared by Division of Retirement &  Benefits 
Department of Administration 

March 9, 1990

Analysis: This bill would establish a pre-funded automatic post retirement
pension adjustment (PRPA) and several other cost containment measures 
in the Teachers' Retirement Systems (TRS). A  savings to employers of 
$200,000 each year is estimated, after considering the costs for automated 
systems enhancements and ongoing maintenance.

The PRPA would be granted from July 1 of each year if the Consumer Price 
Index for Anchorage (CPI-W) increased during the prior calendar year.
The bill would also increase the benefit formula to encourage members who 
accumulate 20 years of membership service to continue teaching. The cost 
containment provisions implemented by this bill would parallel the Public 
Employees Retirement System.

The total estimated administrative cost to the division of $333.9 for FY 91 
is for personal and contractual services. During the first year, a permanent 
programer/analyst IV would develop the changes to the TRS automated system 
in cooperation with j  firm contracted to assist. In the second and subsequent 
years the A/P IV would complete the project and provide ongoing 
maintenance for the automatic PRPA system and benefit calculation systems 
for both the TRS and the Public Employees Retirement System. Current staff 
would not be able to absorb this increased workload.



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

Prepared by Division o f Retirement &  Benefits 
Department o f Adm inistration 

March 9, 1990

A n a ly sis : This bill would decrease the state Teachers’ Retirement System (TRS)
contribution rate by 0.05% in FY 91. The state TRS payroll is estimated to be 
$58,159,258 in FY 91 and remain stable thereafter.

The state savings of $29,080 are calri^A» as follows:

Department of Education FY 91
estimated salary $5,6/3,729

Decrease in TRS rate X  0.05%

Total savings  $ 2,837

University of Alaska FY 91
estimated salary' $52,485,529

Decrease in TRS rate X  0.05%

Total savings  $ 26,243

T O T A L  STATE SAVINGS... $29,080

In addition to these state savings, the school districts' contribution rates would 
likely decrease 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' savings of $103,272 are calculated as follows:

School district FY 91
estimated salaries $344,238,828

Decrease in TRS rate X  0.05%

T O T A L  S C H O O L  DISTRICT SAVINGS... $172.119

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



Type o f Expenditure Amount
1 2 3

Salarv 4 0 , 0 3 2 I I P  i f l M I

: x h -

Benefits 1 5 , 4 6 0

Premium Pay
Other

Total Personal Services - 5 ^ 2 ... -
Travel 0
Contractual 3 su
Commodities iuU
Equipment • 2 2 , 2 5 0
Uther

Total Cost y y ,2 i 2
. . . . . .  .. .. ....... . . . ... . ; ......... ......... ..

Funding Source for Total Cost
Federal Receipts 1002
fi. F. Match 1003

General Fund 1004

1-A Receipts 1006

CIP Receipts 1061

Oilier Teachers 1 Retirement 10.M -Z9.212

Justification
This position will be responsible for the analysis, 
design, programming, implementation, maintenance, and 
enhancement of systems and subsystems mandated by 
CSSB 53. This includes tracking and overseeing 
contract analyst/programmer work during the first 
year of the development effort, continuing develop­
ment to completion in the second or third year, 
interfacing and maintaining interfaces of the newly 
developed systems with all other State systems and 
other systems as appropriate, and maintaining all 
systems developed by this project as they become 
operational.

8/6B1/Q30709-0

R e q u e s t  F o r  

N e w  P o s i t i o n

Agency

H K U

Component

Administration

Retirement and Benefits 

Retirement and Benefits
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1990 L E G I S L A T I O N

P O S I T I O N  P A P E R  

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

D i vision Retirement a n d  Benefits Bill N u m b e r  C S  S B  53

Bill Title A n  Act relating to Post Retirement Pension A d j u s t m e n t  to TRS.

Position Statement: Explain briefly what bill does, its impacts and Departments' position,

i.e. a) support, b) do not support, c) neutral or d) oppose.

SB 53 provides a tremendous opportunity to guarantee teachers that 
retirem ent benefits w ill keep pace with cost-of-living increases, and 
at the same time, guarantee employers o f  a related reduction in 
em p loyer contributions.

This Committee Substitute was developed to provide retired teachers 
with an autom atic, pre-funded, post retirem ent pension adjustment 
(PRPA) and an increased benefit multiplier. Cost containment 
provisions are included to o ff-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 em ployers' contribution 
rate—after 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 could enjoy some 
retirem en t security .

I f  passed , e ffective  January 1, 1991 teachers' contributions would 
increase from 7% to 8.65% o f salary. These contributions %vould be 
w'ith pre-tax, instead o f the current after-tax, dollars. Additionally, 
fo r those teachers first hired after this bill's e ffective  date, the 
fo llow ing provisions would apply:

1 . depending on age, each w ill share in the cost o f 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 (COLA) until age 65. If the retiree is an 
Alaska resident, the COLA is an additional 10% of 
the retirement benefit; and

Page i of 2



Director Sally Smith__________ D ivision Retirement and Benefits

S i g n a t u r e D a t e c >  ____________

7 ̂ oCom m issioner Frank S. Baxter

Signature^  J j

(For more infoimation, call Sioux Plummer 465-2200) Rev. 12/89

Page 2 of 2

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

There are adm inistrative 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, em ployer contributions are made with the 
support o f general fund dollars. Under this legislation the employer 
contribution rate would be REDUCED by .05%, saving an estimated 
$200 thousand each year.

The Department o f Administration and the D ivision o f Retirement 
and B enefits fu lly support this legislation. It responsibly adjusts the 
priorities to ensure an automatic pension adjustment for living cost 
increases. This enhancement sh ou ld . serve w ell to attract and retain 
the b ss i o f  the teaching profession.

APPROVED:



I ' Offered: 3/22/90
Referred: State Affairs and Finance v-'ii "

W  C S

6-018’"

Original sponsor(s)i SEN. DUNCAN, Zharoff, Kerttula, Sturgulewski, Kelly

;

IN THE SENATE

10
11
12
13

14

15

BY THE HESS COMMITTEE

CS FOR SENATE BILL NO. 53 (HESS)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the teachers' retirement system;

and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 14.25.050(a) is amended to read:

(a) Beginning January 1, 1991 [JULY 1, 1970], each teacher shall

contribute to the system an amount equal to 8.65 [SEVEN] percent of 

the teacher's base salary accrued from July 1 to the following 

June 30. The employer shall deduct the contribution from the teach­

er's salary at the end of each payroll period. The contributions

shall be deducted from employee compensation before the computation of

16 applicable federal taxes and shall be treated as employer contribu-

17 tions under 26 U.S.C. 414(h)(2).

18 * Sec. 2. AS 14.25.060(c) is amended to read:

19 (a) If a member first joined the service before July 1, 1990,

20 and has military service or Alaska Bureau of Indian Affairs (BIA)

21 service, or if a member joined the system before July 1, 1978, and has

22 creditable outside service, the member is indebted to the system as

23 follows:

24 (1) At the time of first becoming a member of the system,

25 the arrearage indebtedness is seven percent of the base salary multi-

26 plied by the total number of years of creditable outside, military,

27 and Alaska BIA service. The administrator shall add compound interest

28 at the rate prescribed by regulation to the arrearage indebtedness

29 beginning July 1, 1963, or at the time the member first becomes

SB0053b CSSB 5 3 (HESS)



eligible to claim the service, w h i c h ev e r  is later, to the dat e  of 

payment or the date of retirement, w h i c h e v e r  occurs first.

(2) If a m e m b e r  terminates from the system and is s u b s e­

quently reem p l o y e d as a member, the arrearage indebtedness to the 

sy s t e m  for outside, military, or A l a s k a  B I A  service accumulated in the 

inte r i m  is seven perc e n t  of the base salary u p o n  re entering m e m b e r s hi p  

service, m u l t i p l i e d  by the nu m b e r  of years of interim outside, m i l i­

tary, and A la s k a  B I A  service. Compound interest at the rate p r e­

scribed by r e g u l at i o n  shall be added to the arrearage indebtedness 

b e g i n n i n g  July 1, 1963, or the date of reemployment as a member, 

w h i c h e v e r  is later, to the date of payment or the date of retirement, 

w h i c h e v e r  occurs first.

* Sec. 3. AS 14.25.060 is amended by adding a n e w  subs ec t i o n  to read:

(d) If r m e m b e r  first joined the system on or after July 1, 

1990, and has m i l i t a r y  service or A l a s k a  BI A  service, the member's 

i ndebtedness shall be d e t e r m i n ed  u nder (a) of this section except that 

the p e r c e n t a ge  m u l t i p l i e r  is 8.65 percent.

* Sec. 4. AS 14.25.100(a) is amended to read:

(a) A  m e m b e r  who served as an active me m b er  of the armed forces

of the U n i t e d  States m a y  receive credited service u n d e r  this system up 

to a m a x i m u m  of five years if the me m b e r  received a discharge under 

h o n o r a b l e  conditions and is not entitled to receive retirement b e n e­

fits from the U n i t e d  States government for the same s e r v i c e . E ach 12 

months of m il i t a r y  service equals one school year, and lesser m il itary 

periods w i l l  be d e t e r m i n e d  for credit purposes in a proportionate

ratio to a year. [TO R E CE I V E  CREDITED SERVICE U N D E R  THIS SECTION, THE

M E M B E R  M U S T  H A V E  R E C E I V E D  A  DIS C H A R G E  O T H E R  T HAN DISHONORABLE.] 

Credit for service in the a rmed forces shall be granted only if the 

m e m b e r  makes contributions for the service in the same m an n e r  as

C S S B  5 3 (HESS) -2- S B 0 0 5 3 b



required for outside service u n d e r  AS 14.25.060. T h e  m i l i t a r y  service 

credited u nder this section shall be included in the 10-year l i m i t a­

tion of outside service as specified in AS 14.25.060, except if entry 

into the armed forces is immediately p r e ceded by A l a s k a  m e m b e r s h i p  

service and following discharge is continued by A l a s k a  m e m b e r s h i p  

service w i t h i n  one y e a r  thereafter, service ma y  not be counted for 

purposes of d e t e r mining the applicability of the 10-year l i mitation on 

outside service.

* Sec. 5. AS 14.25.110(a) is amended to read:

(a) Subject to AS 14.25.167, a m e m b e r  is eligible for a normal 

retirement benefit if the mem b e r

(1) was first h ired before July 1, 1975, has att lined the 

age of 55 years, and has at least 15 years of credited ser-ice, the 

last five of w h i c h  have bee n  m e mbership service;

(2) has attained the age of 6() [55] years and has at least

eight years of m e m b e r s h i p  service;

(3) has attained the age of 60 [55] years, has at least

five years of membe r sh i p  service, and has at least three years of

A l a s k a  BI A  service;

(4) has at least 25 years of credited service, the last

five of w h i c h  have b e e n  memb e r s h i p service;

(5) has at least 20 years of m em b e r s h i p  service;

(6) has at least 20 years of combined m e m b e r s h i p  service

and A l a s k a  BIA  service, the last five of w h i c h  have  b e e n  m e m b e r s h i p

service; or

(7) has at least one-half yea r  of m e mb e r s h i p  serv i c e  as a

part-time teacher for eac h of 20 school years.

* Sec. 6. AS 14.25.110(b) is amended to read:

(b) Subject to AS 14.25.167, a m e m b e r  is e l i gible for an early

S B 0 0 5 3 b  -3- C S S B  5 3 (HESS)



retirement benefit u p o n  completing [ANY ONE OF] the service r e q u i r e­

ments in (a)(1) [, (2), OR (3)] of this section and a t taining the age 

of 50 years or u p o n  completing the service requirements in (a)(2) or

(3) of this sect i o n  and attaining the age of 55 y e a r s .

* Sec. 7. AS 14.25.110(d) is amended to read:

(d) The m o n t h l y  amount of a retirement benefit for a m e m b e r  who

has p aid the full amount of any indebtedness is o n e - t w e l f t h  [TWO

PERCENT] of the membe r ' s  average base salary during any three school 

years of m e m b er s h i p  service mu ltiplied by

(1) two percent of [TIMES] the years of credited service

earned before June 30. 1 9 9 0 , including credited fractional years, and 

the years of credited service through a total of 20 years; plus

(2) two and one-half percent of the years of credited 

service earned after June 30, 1990, that are more than 20 years of 

total credited service [DIVIDED BY 12. A N  A C T U A R I A L A D J U S T M E N T  MUS T  

BE MAD E  FOR E ARLY R E T I R E M E N T ] .

* Sec. 8. AS 14.25.110 is amended by adding a new subsec t i o n  to read:

(j ) A n  actuarial adjustment must be made to benefits payable

under (d) of this section for early retirement.

* Sec. 9. AS 14.25.125(a) is amended to read:

(a) Subject to AS 14.25.167, a me m b e r  is eligible for a normal

retirement salary at age 60 [55] wit h  at least two years m e mb e r s h i p

service if the me m b e r  also is eligible for a normal retirement benefit 

under the public employees' retirement system (AS 39.35).

* Sec. 10. AS 14.25.125(b) is amended to read:

(b) Subject to A S  14.25.167, a member is eligible for an early

retirement salary at age 55 [50] with at least two years of m e m b e r s h i p

service if the m e m b e r  also is eligible for an early retirement benefit 

under the public employees' retirement system (AS 39.35).

C S S B  5 3 ( H E S S ) -4- S B 0 0 5 3 b



* Sec. 11. AS 14.25.142(a) is amend e d  to read:

(a) W hile r e s i d i n g  in the state, a p e r s o n  r e c eiving a benefit 

u n d e r  this chap t e r  who is at least 65 years of age or who is receiving 

a disability benefit u n d e r  this chapter is entitled to receive a 

monthly cost-of-living [COST OF LIVING] allowance in ad d i t i o n  to the 

basic benefit. The amount of this allowance is 10 percent of the 

basic benefit.

* Sec. 12. AS 14.25.143 is r e p ealed and ree n a c te d  to read:

Sec. 14.25.143. P O S T  R E T I R E ME N T  PENSION ADJUSTMENT. (a) Once 

e ach year, the a d m i n i s t r a t or  shall increase benefit payme n ts  to e l i g i­

ble disabled members, to persons age 60 or older rec e i v i n g  benefits 

u nder this system in the pre c e d i n g  calendar year, and to persons who 

have received benefits under this system for at least eight years who 

are not otherwise eligible for an increase u nder this section.

(b) The increase in benefit payments applies to total benefit 

payments except for the cost-of - l i v i ng  allowance u n d e r  AS 14.25.142. 

The amount of the increase is a p e rc e n t a g e  of the current benefit 

equal to

(1) the lesser of 75 percent of the increase in the cost of 

living in the p r e c e d i n g  calendar y ear or nine percent, for recipients 

who on July 1 are at least 65 years old and for members receiving 

disability benefits; and

(2) the lesser of 50 percent of the increase in the cost of 

living in the p r e c e d i n g  calendar y e a r  or six percent, for recipients 

w ho on July 1 are at least 60 but less than 65 years old or for r e c i p­

ients who on July 1 are less than 60 years old but wh o have received 

benefits from the system for at least eight years.

(c) If a recipient was not rece i v i n g  benefits during the entire 

preceding calendar year, the increase in benefits u n d e r  this section

SB 0 0 5 3 b  -5- C S S B  5 3 ( H E S S )



1 shall be adjusted by m u l t i p l y i n g  it by the f r a ction whose n um e r a t o r  is

2 the nu m b er  of months for w h i c h  benefits were received in the p r e c ed i n g

3 c a l endar yea r and w h o s e  de n o m i na t o r  is 12.

4 (d) If at the time of first re c ei v i n g  a retirement benefit, a

5 m e m b e r  was r e c eiving a disab i li t y  benefit u nd e r  this system, the

6 a dm i n i s t r a to r  shall, at the time the m e m b e r  is app o i n t ed  to retire-

7 ment, increase the re tirement benefit by a perce n t a ge  equal to the

8 total cumulative perc e n t ag e  increase that has b e e n  a p p l ie d  to the

9 member's disab i l i t y  benefit u n d e r  this section.

10 (e) W hen com p u t in g  a d e a t h  benefit u n d e r  AS 14.25.155, 14.25.-

11 157, or 14.25.160 or a survivor's benefit u n d e r  AS 14.25.162, 14.25.-

12 164, or 14.25.167, adjustments grant e d  to the d e c e a s e d  m e m b e r  or

13 s u r vivor u n d e r  this sect i on  shall be i n c luded in the computation.

14 (f) A n  increase in benefit payments u n d e r  this s e c t i on  is effec-

15 t i v e  J u l y  1 of e a c h  y e a r  a n d  is b a s e d  o n  t he p e r c e n t a g e  i n c r e a s e  in

16 the consumer p rice index for u r b a n  wag e earners and clerical workers

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

18 by the United States Department of Labor, Bur e a u  of Labor Statistics.

19 * Sec. 13. AS 14.25.168(a) is amended to read:

20 (a) Except as pr o v i d e d  in (c) of this section, the following

21 persons are e n t itled to m a j o r  medi c a l  insurance coverage if a benefit

22 r ec i p i ent elects coverage u n d e r  this s e c t i o n :

23 (1) a p e r s o n  r e c eiving a mont h l y  benefit from the system;

24 (2) the spouse of a p e r s o n  rec ei v i n g  a m o n t h l y  benefit from

25 the system;

26 (3) a natural or adopted child of a p e r s o n  r e c e i v i n g  a

27 mont h l y  benefit, if the child is a dependent child as d e f i n ed  in

28 AS 14.25.220.

29 * Sec. 14. AS 14.25.168(b) is amended to read:

C S S B  5 3 ( H E S S ) S B 0 0 5 3 b



(b) A ft e r  an e l e c t io n  of coverage u nder [EXCEPT AS P R O V I D E D  IN

(c) OF] this section, m ajor medical insurance coverage takes effect on 

the same date as retirement benefits b e g i n  and stops w h e n  the me m b e r  

[RETIRED PERSON] or survivor is no longer eligible to receive a m o n t h­

ly benefit. The coverage for persons [OVER] age 65 or older is the 

same as that available for persons u nder age 65. The benefits payable 

to those persons age 65 or older supplement any benefits provided 

u n d e r  the federal old age, survivors and d isability insurance program.

* Sec. 15. AS 14.25.168 is amended by adding a n e w  su bsection to read:

(d) A  benefit recipient may elect m a j o r  medical insurance c o v e r­

age in accordance w i t h  regulations and u n de r  the following conditions:

(1) a p e r s o n  who is youn g e r  tha n  60 years of age must pay 

an amount equal to the full monthly group p r e mi u m  for retiree major 

medi c a l  insurance coverage;

(2) a pe r s o n  who is at least 60 years of age but is younger

than 65 years of age must pay an amount equal to one-half of the full

m o n t h l y  group p r e m i u m  for retiree m a j o r  medical insurance coverage;

(3) a disabled m e m b e r  or a pe r s o n  65 years of age or older 

is not required to m a k e  prem iu m  payments.

* Sec. 16. APPLICABILITY. This Act, other than secs. 1, 7, 8, and 12, 

applies only to members first hired under the teachers' retirement system 

cn or a fter July 1, 1990. Changes in the teachers' retirement system 

enacted in this Act that require a reduction in benefits to members of the 

retirement system apply only to members who are first h i r e d  u n d e r the 

r etirement system after June 30, 1990. Sections 1, 7, 8, and 12 of this 

Act apply to all members of the teachers' retirement system regardless of 

the date of hire.

* Sec. 17. This Act takes effect July 1, 1990.
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SU B JE C T :  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 )

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

FROM: T e r e s a  B .  C r a m e r r " $ ^ 3 - '
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 ' 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  T R S .  
E l i g i b i l i t y  f o r  n o r m a l  r £ - 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 .
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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  2 0  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  
(P R P A )  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  PR PA .  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 h o  a r e  y o u n g e r  t h a n  60  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  6 0  a n d  65  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 .
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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 .

TC : m i  
w k m i 6 / 0 6 9



  . j m
Components

* n e w  - m e a n s  for people employed after effective date

I. P R P A

a. age 65 and over the lessor of 7 5 %  CPI or 9 %

b. age 60-65. the lessor of 5 0 %  C P I  or 6 %

c. A d  hoc P R P A  up to 4 %

Retirees:

- a. b, or c, whichever is greater 

Current active:

- a, b, or c, whichever is greater

- minimally eligible for b eight years after retirement
New:

- minimally eligible for b eight years after retirement

2. Health Insurance P r e m i u m  Cost

Retirees/Current active:

- no change
New:

- retiree pays p r e m i u m  to age 60

- pays 5 0 %  between age 60 :n d  65

* age 65 or over, fully paid by T R S

3. N o r m a l  retirement changed from age 55 to age 60 

Early retirement changed from age 50 to 55

- applies to N e w  employees only

4. N o  changes on 20 and out

5. 1 0 %  Alaska cost of living differential ( C O L A )

Retirees/Current active:

- no change
New:

- not available until age 65

6. E m p loyee Contribution Rate 

Retirees:

- no effect 
Current active/New:

- changes f ro m  7 %  to 8.65% on 1/1/91

- becomes a before tax contribution

7. Benefit Formula

Retirees:

- no change 
Current active/New:

- 2%/year for first 20 years

- 2 1/2%/vcar for each year over 20 years which is earned after the effective date

(if the effective date is 7/1/90, a teacher has on that date 25 years of 

credited service, teaches one more year for a Mai of 26, retirees on 7/1/91; 
formula is 25 years @  2 %  + one year @  2 1/2%.

8. Elimination of Military Double Dip

Retirees/Current active:

- no change
New:

- cannot use military time as credited service in the T R S  if using those same years 
to d r a w  a military pension

■■■[■mum ■ ■ i i w i i w i



1990 LEGISLATION 
POSITION PAPER 

DEPARTMENT OF ADMINISTRATION

D iv ision  Retirement and Benefits____________ .Bill N um ber CS SB 53

Bill T itle  An Act relating to Post Retirement Pension Adjustm ent to TRS.

Position  Statem ent: Explain briefly what  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 ce  w ith  c o s t-o f- liv in g  in c re a se s , and 
p.t th e  sam e  tim e , g u a ra n tee  e m p lo y e rs  o f  a re la te d  re d u c tio n  in 
e m p lo y e r  c o n tr ib u t io n s .

T h is  C o m m itte e  S u b s titu te  w as d e v e lo p e d  to  p ro v id e  re tire d  te ac h 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 ire m e n t p e n s io n  a d ju s tm e n t 
(P R P A ) and  an  in c re a se d  b e n e f it m u ltip lie r . C o s t co n ta in m en t 
p ro v is io n s  a re  in c lu d e d  to  o ff -se t th e  p re -fu n d in g  e x 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  b asis . 
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  
ra te - -a f te r  th e  fa c t. T he  m o st im p o rta n t a sp ec 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  th e  P R P A s. T h e  fu n d in g  o f  fu tu re  P R P A s 
w o u ld  b e  in c o rp o ra te d  in to  the  p la n , w ith  m o n ie s  se t a sid e  in  
a d v a n c e . E m p lo y e r  c o n tr ib u tio n  ra te s  w ou ld  n o  lo n g e r  h ave  to 
" re a c t"  to  a  p e n s io n  a d ju s tm en 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  Ja n u a ry  1, 1991 te a c h e rs ' c o n tr ib u tio n s  w ou ld  
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  th e  c u rre n t a fte r- ta x , d o lla rs . A d d itio n a lly , 
fo r  th o se  te ac h e rs  f ir s t  h ire d  a fte r  th is  b ill 's  e f fe c tiv e  d a te , the  
fo l lo w in g  p ro v is io n s  w o u ld  ap p ly :

1 . d e p en d in g  on  ag e , each  w ill share  in  the  c o s t o f  the  h ealth
p re m iu m  a fte r  re tire m e n t. (F o r  th o se  a lread y  
h ired , the  p re m iu m  is  fu lly  p a id );

2 .  n o n e  w ill be  e lig ib le  fo r  the  A lask 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%  o f 
th e  r e t ir e m e n t b e n e f it;  an d
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3 . 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  c o 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 s ts  w o u ld  be fu n d ed  by  an  a p p ro p ria 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 a n d , e m p lo y e r  c o 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  the  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 a ted  
$ 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  an d  the  D iv is io n  o f  R e tire m en t 
a n d  B e n e fits  fu lly  su p p o rt th is  le g is la tio n . I t  re sp 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 sh 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  th e  te a c h in g  p ro fe s s io n .

APPROVED:

D irector Sally Smith__________D ivision Retirem ent and Benefits

S igna tu re

Commiss:

S ignature

F ran k s. Baxter

q b

(For more information, call Sioux Plummer 465-2200) Rev. 12/89



T he p ro je c te d  c o s t o f  an au to m atic  p re -fu n d e d  P R P A  is 6.66% o f  
te a c h e r  c o m p en sa tio n . T h e  FY  91 co st o f  the  P R PA  is e s tim a ted  to  be 
$ 3 ,8 7 3 ,4 0 6  fo r  th e  s ta te  and $ 2 2 ,9 2 6 ,3 0 6  fo r  the  sch o o l d is tr ic ts  (a  
c o p y  o f  th e  c u rre n t f isc a l n o te  is a tta ch ed ). I t is c lea r  th a t the 
c u rre n t p ro v is io n  is too  co s tly  fo r  c o n s id e ra tio n  by the  
a d m in is tra t io n  o r th e  le g is la tu re .

T h e  re so lu tio n  to  th is  p ro b lem  lies  in o ffe rin g  so m e  o ffse ttin g  co st 
c o n ta in m e n t m e a su re s  w h ich  w ill se rv e  tw o  p u rp o se s : 1) h e lp  to  
m ak e  the  T R S  m o re  re sp o n s iv e  to  th e  c u rre n t n eed s  o f  the  e m p lo y e rs  
by  in s titu tin g  a m o re  c o s t e ffe c tiv e  sy stem ; and  2 ) o ffse t som e o r all 
o f  the  co s t o f  the  P R P A .

E ach  so lu tio n  is  e x p re ssed  in  e s tim a te d  p e rc e n ta g e  im p a c t on the  T R S  
ra te  an d  in  th e  e s tim a te d  d o lla r  co st.

A u to m a tic  P R P A ...
T h is  P R P A  w ou ld  be g ra n te d , 
s im ila r  th e  P E R S  ex ce p t fo r  an 
8 y e a r  p e rio d  vs a  5 y e a r  p e rio d . 

R e tire e  p a r tic ip a tio n  in  m e d ic a l c o s ts ... 
N o rm a l re tire m e n t a t ag e  6 0 ...
10%  C O L A  a fte r  age  65...
A d d itio n a l 1 .6 5 %  e m p lo y e e  p re - ta x  

c o n t r ib u t io n . . .
Im p ro v e d  b e n e f it  fo rm u la  1 ....

2%  fo r  f ir s t  20  years  
2 -1 /2 %  fo r  a ll y ears  o v e r  20  y ears  

N o  m ilita ry  d o u b le  d ip p in g ...

T o ta l n e t sav ings o f  b ill...

+ 6 .33%

-4 .0 4 %
-1 .7 2 %
-0 .2 6 %

-1 .6 0 %
+ 1.25%

-0 .0 1 %

- 0 . 0 5 %

T h is  w o u ld  re s u lt  in  a  n e t sav in g s  to  the  s ta te  o f  $ 2 9 ,0 8 0  and to  the  
sc h o o l d is tr ic ts  o f  $ 1 7 2 ,1 2 0 .

A p p r o v e d _____________
F ran k  S. B ax te r, C PA  
C o m m is s io n e r

D isapp roved

TR S A u to m atic  PR PA
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AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION

A N C H O R A G E  R E G I O N A L  OFFICE J U N E A U  OFFICE FAIRBANKS R E G I O N A L  OFFICE

1411 W. 33RD AVENUE 
ANCHORAGE. ALASKA 99503 

(907) 274-0536

105 MUNICIPAL WAY. SUITE 302 
JUNEAU ALASKA 99801 

(907) 586-3090

2118 CUSHMAN STREET 
FAIRBANKS. ALASKA 99701 

(907) 456-4435

M a r c h  15 , 1 990

T o : S e n a t o 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

R e : S e n a t e  B il l  N o . 53

"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 ."

N E A - A la s k a  s t r o n g l y  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  C S  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 c  w i l l i n g  to  s h a r e  in  a  p o r t i o n  o f  

t h 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 io n  a d j u s t m e n t  a n d  t h 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 io u s l y  p r o v id e  so m e  

h e lp  to  r e t i r e e s  r e l a t i v e  to  th 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 l e  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 la 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 i g 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  1986  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  th 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 . I t is 

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

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



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 :

I
P u b l i s h  D a t e :  ' i f ? ? . 1 9 $FISCAL NOTE

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

T i t l e :  An Act relating to Post

S p o n s o r :  Duncan 

R e q u e s t o r : ______

Retirement Pension Adjustment in TRS

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

BRU: Retirement and Benefits_________________________

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

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 )

O P E R A T I N G FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES 18.6 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND & STRUCTURES 0 0 0 0 0 0

CRANTS, CLAIMS 0 0 0 0 0 0

MISCELLANEOUS 0 0 0 0 0 0

T O T A L  O P E R A T I N G 18.6 0 0 0 0 0

C A P I T A L 0 0 0 0 0 0

R E V E N U E 0 0 0 0 0 0

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

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 103A 18.6 0 0 0 0 0

TOTAL 18.6 0 0 0 0 0

P O S I T I O N S :

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 1 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 g e  i f  n e c e s s a r y )

See page 2 for fiscal note analysis.

THIS BILL IS ESTIMATED TO COST THE DEPARTMENT OF EDUCATION(DOE) AND THE UNIVERSITY OF ALASKA 

(U OF A) 53,873.A IN INCREASED PERSONAL SERVICES FOR FY 91 AND EACH YEAR THEREAFTER. THIS BILL 

IS ESTIMATED TO COST SCHOOL DISTRICTS $22,926.3 IN INCREASED PERSONAL SERVICES FOR FY 91 AND 

EACH YEAR THEREAFTER.

Please refer to page 3 for a detailed discussion of thesecosts.

P r e p a r e d  by: Sally Smith, Director

D i v i s i o n :  Retirement and Bene

jlscussion or these co:

en4 ts

P h o n e : ___

Date:/<s;

165-AA70

A p p r o v e d  b y  C o m m i s s i o n e r  _________________

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

D a t e :
/

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 l  

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

—  F i s c a l  N o t e  SB 53 / A d m i n s t r a t i o n  “

o f  4
-876K2/0127CT*9/2

Dow. 1 1 / 0 0
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Senate Bill S3 

Fiscal Note Analysis 
Prepared by Division of  Retirement  & Benefits 

D epar tm ent  o f  Admin is t ra t ion  
December 20, 1989

A n a l y s i s :  This  bill  would establ ish a post  ret i rement  pension adjustment
in the Teachers '  Ret i rement  Systems (TRS) which automatical ly 
would be granted from July 1 of  each year i f  the Consumer Price 
Index for  Anchorage  (CPI-W) increased during the previous calendar  
year. This provision would be effective for  all active members , 
inact ive members ,  and retired members  o f  the TRS.

The total estimated administrative cost to the division of  $18.6 for FY 91 
is for personal  services costs  to hire a nonpermancnt  DP Analyst 
Programer IV for  a period o f  five months. This programer would be 
required to implement  necessary changes to the TRS automated 
system. Current  s taff  would not be able to absorb this increased 
w o r k l o a d .

■ : ' / -
m tS - m

■ . .

page 2 o f 4



S en a te  B ill 53
R e tire m en t F u n d

P rep a red  by  D iv is io n  o f R e tire m en t &  B en efits  
D e p a r tm e n t o f  A d m in is tra tio n  

Ja n u a ry  4, 1990

A n a ly s is :  To fund this bill the state Teachers'  Retirement  System (TRS) the
contribution rate would increase by 6 .66% in FY  90. The state TRS payroll
is es timated to be $58,159,258 in FY 90 and remain ctable thereafter.

The stale cost o f  $3,873,406 is calculated as follows:

Department  of  Education FY 91 
estimated salary $ 5 , 6 7 3 , 7 2 9

Increase in TRS rate X 6 .66%

Tota l  cost . $ 3 7 7 , 8 7 0

University of  Alaska FY 91
estimated salary $ 5 2 , 4 8 5 , 5 2 9

Increase in TRS rate X 6 . 6 6 %

Total  cost . 3 . 4 9 5 . 5 3 6

T O T A L  S TA TE COST...  $ 3 , 8 7 3 ,* .  J 6

In addit ion to these stale costs,  the school dist ricts’ contr ibution rates would 
also be estimated to increase by 6 .66% in FY 91. The  school districts' salaries 
arc estimated to be $ 344,238,828 in FY 91 and remain stable each year 
t h e r e a f t e r .

The school districts'  cost of  $ 2 2 , 9 2 6 , 3 0 6  is calculated as follows:

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

Increase in TRS rate X 6 .66%

T O T A L  S C H O O L  DISTRIC T COST...  $ 2 2 , 9 2 6 , 3 0 6

Passage o f  this bill will result in an increase in the TRS unfunded liability of  
$225,000,000. It will also result in a decrease in the TRS funding ratio of  
10.87%. page 3 o f  4
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No. of Positions Range/StepPosition Title
A n a l y s t / P r o g r a m m e r  IV

Staff Months

5 . 0
Time Status Location Election District

F T  N o n p e r m

Type of Expenditure

Benefits

Premium Pay

Other

Total Personal Services
Travel

Contractual

Commodities

Equipment

Uiher

Total Cost

Amount

J M 2 £L
Funding Source f; Total Cost

Federal Receipts 1002

G. F. Match

General Fund

I-A Receipts

C1P Receipts

Other T R S  1 0 3 4 1 8 , 6 2 0

Justification

T h i s  p o s i t i o n  w o u l d  p r o v i d e  t h e  e f f o r t  f o r  t h e  

a n a l y s i s ,  d e s i g n ,  t e s t i n g  a n d  d e b u g g i n g  o f  t h e  

n e c e s s a r y  e n h a n c e m e n t s  to  t h e  T R S  c o m p u t e r  s y s t e m .

It w o u l d  a l s o  be r e s p o n s i b l e  f o r  t h e  i n itial 

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

t o  t h e  c u r r e n t  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  

( P R P A )  s y s t e m  a n d  its i n t e r f a c e s  to  t h e  P E R S ,  T R S ,  

I B C S ,  E I S  a n d  A K S A S  s y s t e m s .

8 /6 K 2 / 0 1 2 7 0 2 -9

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

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

Agency

BRU

Component

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 ^ of

4
Revised Date

j F Y  9 1



R E Q U E S T ;
FISCAL NOTE . 1> K

II':

Revision Date: ___________________   Agp.np.vAfS»n»M! U n i v e r s i t y  o f  A l a s k a

Tide : A n  A c t  R e l a t i n g  t o  P o s t  R e t i r e 3 R y . U A A , U A r , U A S

m e n t  P e n s i o n  A d j u s t m e n t  i n  T R S

Sponsor: D u n c a n ___________ _

Requestor:_________________________________________

H e l l  r e m e n t . a n d  s e n e T T t s  '

EXPENDITURES/REVENUES? (Thousands of Dollars)

OPERA TIN G F Y  91 F Y  92 F Y  93 F Y  94 F Y  95 F Y  96

PERSONAL SERVICES 3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5

TRAVEL

CONTRACTUAL
SUPPLIES

EQUIPMENT
LAND & STRUCTURES i

GRANTS. CLAIMS _  . . . .  )
MISCELLANEOUS i -  1

TO T A L  O PERA TIN G 3 ,4 9 5  . 51 3 , 4 9 5 . 5  |3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5

C A P I T A L

,3
REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 3 , 4 9 5 . 5  3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5 . 5 3 , 4 9 5  . 5 3 , 4 9 5 . 5

FEDERAL FUNDS . - ____ 1
OTHER f
TOTAL r 3 . a q ^  n  3 . n o s  5 .3 - .A 3 _ 5 .J5 3 . 4  9 S LA  - - 3  . l a L A J 3 . a q 5 R

P O S I T I O N S :

FULL-TIME

PART-TIME 1
TEMPORARY

1 MBM

ANALYSIS : (Attach a separate page if necessary)
S e e  p a g e  2 f o r  f i s c a l  n o t e  a n a l y s i s .

T h i s  b i l l  i s  e s t i m a t e d  t o  c o s t  t h e  U n i v e r s i t y  o f  A l a s k a  ( U  o f  A )  

$ 3 , 4 3 5 . 5  i n  i n c r e a s e d  p e r s o n a l  s e r v i c e s  f o r  F Y 9 1  a n d  e a c h  y e a r  

t h e r e a f t e r .

P l e a s e  r e f e r  t o  p a g e  2 f o r  a d e t a i l e d  d i s c u s s i o n  o f  t h e s e  c o s t s .

Prepared b y : M a  r_s.h,4 , ..SiLLhJiasri   p h o n e : 4 7 4 - 7 5 9 3 ___________

Division : S t a t e w i d e  B u d g e t  O f f i c e  ^ — ■>, y ate. 2 / 6 / 9 0 _______________

Approved by CoMrii.&Mof: B r i a n  R o g e r s  

Agency: U n i v e r s i t y  o f  A l a s k a " " ' T T
Dato: 2 / 6 / 9 0

' Legislative Finance 

Requestor
Office of Management and Budget ^
ImpactedAgency(ies) ( J & / Q ? % — —  of —



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

University of Alaska 
February 6, 1990

Analysis: This bill would establish a post retirement pension adjustment in the Teachers' 
Retirement Systems (TRS) which automatically would be granted from July 1 o f each year 
i f  the Consumer Price Index for Anchorage (CPI-W) increased during the previous 
calendar year. This provision would be effective for all active members, inactive members, 
and retired members o f the TRS.

To fund this bill the state Teachers' Retirement System (TRS) the contribution rate would 
increase by 6.66% in FY90.

The state cost o f  $3,495,536 is calculated as follows:

University o f Alaska FY91 estimated salary $52,485,529

Increase in TRS rate x 6.66%



February 6, 1990 University of Alaska
Fairbanks, Alaska 99775-5260

The Honorable Jim Duncan
Room 119
Capitol
P. O. Box V
Juneau, Alaska 99811

RE: Fiscal Note for Senate Bill 53

Dear Senator Duncan:

Enclosed is a copy of the University's fiscal note for Senate Bill 53 . The University 
expects the fiscal impact to be $3 ,495.5 for the proposed legislation.

I f  you have any questions about the note, please do not hesitate to contact me or Marsha 
Hubbard, Director o f Statewide Budget at 474 -7593 .

Sincerely,

Brhrn Rogers \J ■
Vice President for Finance

BR:kap

Enclosure

cc: Alison Elgee, Division Director for Office of Management & Budget 
Gina Spartz, Administrative Assistant for Legislative Finance Division




