


STATE OF ALASKA
1992 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. SB 425

Revision Dale:___________________________________________
Titie: A n act re q u ir in g  (hat th e s la te pay  1 / 2 of th e  TRS 
 annual em ployer contributions.____________________

S p o n s o r_______ Duncan_________________________________
R equestor Senate HESS C om m ittee________________

E x p e n d itu re s /R e v e n u es : (T h o u san d s  o f D ollars)

D ep artm en t A f feet e d : A d mi n is lrn lion
BRU: R etirem ent a n d  Benefits

C om ponent: Retirem en t an d  Benefits

C O M PO N E N T  SERIAL N O . (A

OPERATING FY 93 FY94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 35.693.9 36.764.7 37867.7 39.003.7 40.173.8 41.379.0
1RAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 35,693.9 36,764.7 37867.7 39,003.7 40,173.8 41,379.0

C A PiT A L 0 0 0 0 0 0

R EV EN U E 0 0 0 0 0 0

FU N D IN G : (T h o u sa n d s  o f d o lla rs)
GENERAL FUND 35.693.9 36.764.7 37867.7 39.003.7 40.173.8 41379.0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 35,693.9 ?o,764.7 37,867.7 39,003.7 40,173.8 41379.0

P O S IT IO N S
FULL-TIME: 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0 0
TEM PO RA RY : 0 0 0 0 0 0

E stim ate o f cu rren t y e a r im p a c t:_________Zero

ANALYSIS: (a tta ch  a s e p a ra te  p a ge  if necessary .)

See A tta c h e d

P rep ared  By: G ary  Bader ^ Phone: 465-4470
Division: R etirem ent a n d  Benefits_______________ l]__________ . Date: February 21.1992

A p p ro v ed b v C o m m issio n e r: N an cv B ea rU sera  Date:
Agency:_________D e p a rtm e n t o f  A d m in is tra tio n
D is trib u tio n  (by  p rep a re r): L eg isla tive  F inance, L eg isla tive  S ponso r, R equesto r, OM B & Im p ac ted  A gency(ies).
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S en a te  B ill 425
* A n a ly s is  o f  F isc a l Im p lic a t io n s  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 e n e f its  
D e p a r tm e n t  o f  A d m in is t r a t io n  

F e b ru a ry  2 1 , 1992

A n a ly s is :  T h is  b ill w o u ld  re e s ta b lish  th e  re q u ire m e n t fo r  th e  s ta te  to  fu n d  1/2 o f  th e  a n n u a l
e m p lo y e r  c o n tr ib u t io n s  to  th e  T e a c h e rs ’ R e t i r e m e n t  S y s te m . T h is  w o u ld  p la c e  an a d d itio n a l 
fo rm u la  fu n d e d  p ro g ra m  in  th e  D e p a r tm e n t o f  A d m in is tr a t io n . T h e  re q u ire m e n t fo r  a " s ta te  
m a tc h "  o f  e m p lo y e r  c o n tr ib u tio n s  e x is te d  in the  T R S  p r io r  to  1987 .

T he TRS e m p lo y e r c o n tr ib u tio n  ra te  for FY 93 is 15.69%. W e e stim a te  the  TRS sa la ries to be $454,988,695 in 
1Y 93 a n d  to increase  b y  3% each  y ea r thereafter.

T he g en era l fu n d  cost to the  s ta te  for FY 93 is e s tim a ted  to be  $35,693.9 ca lcu la ted  as follow s:

FY 93 e s tim a te d  TRS sa la ries .... $454,988,695
TIM ES... 1 / 2  o f  the  FY 93 TRS em p lo y e r ra te  (15.69%) 7.845%

FY 93 TRS S ta te  M atch... $35,693,863

A s lo n g  a s  the a p p ro p ria tio n s  a re  m ad e  to fu lly  fu n d  th is ob lig a tio n , th is b ill is no t ex p ec ted  to im p ac t the 
u n fu n d e d  liab ilities  o r  the  fu n d in g  ra tio  of th e  TRS.
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FISCAL NO T E

STATE OF A L A S K A

1992 LEGISLATIVE SESSION

BILL NO.

Revision D a t e : _______________________________________
Title: An Act requiring the state to oav one-half of the.
employer contribution under the TRS.__________________
Sponsor: Senator Duncan____________________________

Department Affected: Education 
BRU: K-12 .SUPP0H_____________
Component: Foundation Program

Requestor: IS) HESS COMPONENT SERIAL NO. 1 4 1

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SU PPL IE S
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERAT ING 0 0 0 0 0 0

CAPITAL

REVENUE ' 
FUND SO U RC E :

FUNDING : (Thousands o Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
FUND SO U RC E :
TOTAL 0 0 0 0 0 0

POSIT IONS :
FULL-TIME
PART-TIME
TEM PORARY

Estimate o f current year impact:.
ANALYSIS : (Attach a separate page if necessary.)

The Department of Administration, Division of Retirement and Benefits has established the 1^93 
costs of this Legislation to be $35,693.9.

Prepared by: Duane Guilev_______________________
Division: _EducatiQti.Tinance._and Support Services

Approved by Commissioner: 
Agency: .Education_______

Phone: 465-2865 
Date: 3-7-92

Jerry C.ovgy.
Date: 3-9-92

Pistribubon (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/PBR, Gov. Legis. Ole., A Impacted Agency(ies).
Rev 10/07/91 Page____ ot



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  E D U C A T I O N

Division Educational Finance and Support Services Bill Number HB 425______

Bill Title An Act requiring the state to pay one-half of the employer contribution under 
the T R S .____________________________________________________________

Sponsor Senator Duncan_____________________________________________________

Position Statement: Explain briefly what the bill does, its impacts and Department's 
position, i.e., a) support, b) do not support, c) neutral ord) oppose.

The requirement fora state match of employer contributions existed in the Teachers’ 
Retirement System (TR S) prior to 1987.

This legislation would revert back to the old system where additional burden is placed 
on the state to fund one-half of the annual employer contribution to the T R S  and to 
provide the administrative oversight at the state level.

While this would provide relief to school districts in excess of the increased cost, 
reestablishing such a divisive mechanism for funding this retirement system is not 
supported by the Department of Education..Funds expended in support of local 
education should continue to be recorded at the .local level in order to maintain a 
defensible equalized funding plan- Each district through the negotiation process 
indirectly controls the benefit cost.

A P P R O V E D :

ion Educational Finance and Support Services

Date 3-10-92

Commissioner/Deputv Jerry Covev/Karen R. Crane

Signature ’ ✓ Date 3-10-92
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COMMII 11 1 S:

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

P.O. Box V J iin i.a u , A i.a s k a  *>9811-3100

(907) 465-4766

M E M O R A N D U M

TO: Senator Arliss Sturgulewski, Chair
, Education, and Social Services Committee

FROM: tmcarr

DATE: February 26, 1992

SUBJECT: Hearing, Senate Bills 425 and 426.

I request that you schedule a hearing for Senate Bills 425 and 426, 
"relating to the state paying one-half of the employer contribution and 
making an appropriation to the teachers' retirement system, and providing 
for an effective date," for a hearing in the Senate FIESS committee at your 
earliest convenience.

Senate Bills 425 and 426 will reduce the cost of operations for Alaska 
school districts. These bilis call for a return to the old method of paying 
teachers' retirement system obligations. The employers' obligation is to 
be paid one-half by the school district and one-half by the state.

The foundation program and the school districts share of the contribution 
to the retirement system were changed five years ago. Since those 
changes to the foundation program and the retirement system five years 
of inflation have eaten away at the $60,000 base instructional unit value. 
In addition, the teachers' retirement system contribution rate increased 
from 7% of the base salary to 8.65% in January of 1990, and the employer 
(school district) rate has increased from 15.16% to 19.65% causing 
further problems for school district finances.

I thank you in advance for your favorable consideration of this request.

D istrict C
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SB 425 Split TRS contribution with State
A A S B  P o s i t i o n

The Association of Alaska School Boards (AASB) supports SB 425, "An 
Act requiring the state to pay one-half of the employer contribution under 
the teachers’ retirement system (TRS)."

H i s t o r y

Prior to 1987 school districts (employer) and the State contributed equal 
portions to the State TRS. In 1987 the Legislature decided to require the 
State's contribution be assumed by school districts. At that time schooi 
district’s were receiving a $60,000 instructional unit. The combined 
employer/state contribution had decreased from FY88 to FY91, and 
school districts had the budgetary latitude to absorb the additional 
expense without adversely impacting the instructional program.

In 1992 school districts continue to receive the same $60,000 
instructional unit, yet the employer contribution rate has increased to 
15.69% ($71.4 million overall for the retirement system) for FY93. The 
projected TRS employer contribution rate is expected to increase to over 
19%. The fiscal impact of the TRS assessment directly effects classroom 
instruction.

S t a t e  r e t i r e m e n t  p r o g r a m

Alaska's TRS is a state program that requires some state responsibility. 
The current instructional unit ($60,000) cannot absorb the loss of buying 
power over the past five years, and the increased costs of operating the 
instructional program, and the ever increasing assessment for the TRS. 
(The increase alone for TRS contributions from FY92 to FY93 is 
estimated at $15 million!)

AASB believes the employer responsibility for TRS should be shared 
equally by the school district and the state. To continue the current 
method of contribution will divert millions of dollars targeted for 
classroom instruction and operations to pay.for the State-mandated 
retirement program.

AASB requests your careful and favorable consideration of SB 425 and 
its companion appropriation bill SB 426.

2/92
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S B  4 2 5  A N D  S B  426

N E A  A l a s k a  e n t h u s i a s t i c a l l y  s u p p o r t s  t h e  p a s s a g e  o f  SB  
4 2 5  t o  r e q u i r e  t h e  s t a t e  t o  p a y  o n e - h a l f  of t h e  e m p l o y e r  
c o n t r i b u t i o n  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 tem. T h i s  
c h a n g e  in  t h e  l a w  w i l l  m a k e  T R S  c o s t  s h a r i n g  t h e  s a m e  a s  it 
w a s  p r i o r  to  1987.

T h e  p u b l i c  s c h o o l s  o f  A l a s k a  a r e  e x p e r i e n c i n g  
d i f f i c u l t y  a d j u s t i n g  b u d g e t s  t o  m e e t  t h e  i n s t r u c t i o n a l  n e e d s  
o f  s t u d e n t s ,  t o  i m p l e m e n t  m o r e  r e g u l a t i o n s  a n d  m a n d a t e s  
r e q u i r i n g  g r e a t e r  s e r v i c e  t o  s t u d e n t s  a n d  t o  f u n d  t h e  
i n c r e a s e d  c o s t  o f  o p e r a t i n g  t h e  sc h o o l s .  I t  is e s t i m a t e d  
t h a t  S B  4 2 5  w i l l  h a v e  t h e  e f f e c t  o f  p r o v i d i n g  $ 3 5 . 7  m i l l i o n  
m o r e  f r o m  t h e  f o u n d a t i o n  p r o g r a m  in F Y  93 f o r  p r o g r a m  
s u p p o r t .  S B  425 w i l l  r e q u i r e  t h a t  h a l f  of t h e  a n n u a l  
e m p l o y e r  c o n t r i b u t i o n  t o  T R S  w i l l  b e  s h a r e d  b y  s t a t e  
g o v e r n m e n t  a t  a t i m e  w h e n  A l a s k a ' s  s c h o o l s  a r e  in n e e d  of  
a d d i t i o n a l  f u n d i n g  in o r d e r  t o  p r o v i d e  an  a d e q u a t e  e d u c a t i o n  
p r o g r a m  f o r  c h i l d r e n .

S B  4 2 5  a n d  t h e  a c c o m p a n y i n g  a p p r o p r i a t i o n ,  S B  4 2 6  w i l l  
p r o v i d e  s c h o o l  d i s t r i c t s  s o m e  r e l i e f  at t h i s  c r i t i c a l  time. 
W e  r e s p e c t f u l l y  u r g e  p a s s a g e  o f  S B  425 aha/ S B  426.

S i n c e r e l y ,

V e r n o n  M a r s h a l l  
E x e c u t i v e  D i r e c t o r

D o n  O b e r g  
P r e s i d e n t
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