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Some Critics Need Remedial Education
B Y  D AV I D  G .  B R O N N E R

It would be boring not to have the freedom of speech our forefathers gave us, or we 
would not have anything to tickle our funny bones from Washington, D.C. to Ala-
bama. U.S. Senator Ted Cruz, a presidential hopeful, enjoys berating Obamacare.  Since 

his wife has left employment with Goldman Sachs, one of the options he is looking at is 
health coverage under Obamacare. Meanwhile, in Alabama, the Alabama Policy Institute 
(API) has published a 49-page study of erroneous, contradictory, flawed nonsense about 
pension plan reform.

The authors of the API study, professors James R. Barth and John Jahera of Auburn 
University, have no apparent background in pension research and did not contact the 
RSA in the writing of this report. While they will have their pension under the current 
benefit plan, they want to propose a “cash balance” pension for future public employees. 
Only two states out of 85 state retirement systems – Kansas and Kentucky – require a cash 
balance plan for new employees. They are touted by the authors when in fact Kentucky is 
one of the worst funded retirement plans in the country at 25.8%! 

It is indeed difficult to stomach the criticism of the RSA program from those that 
have their benefits, but you also need to know that certain four-year Alabama universities 
provide an EXTRA pension to their employees. In fact, the last time I looked, no other 
state does. Other states give university employees a choice between the teacher retirement 
plan in their state OR a TIAA-CREF or VALIC plan. BUT in Alabama, a select few can 
have BOTH.

The API study did have one valid point regarding the lack of reform of the Judicial 
Retirement Fund (JRF), which has a 2016 employer (taxpayer) rate of 40.98% of payroll. In 
comparison, the employer rate for the teachers’ system is 11.94% of payroll and 14.57% for 
state employees. While the Legislature charged current public employees more for their 
pensions and gave lower benefits to future public employees, they did not see fit to address 
JRF costs.

RSA’s three-page analysis of this API study is available on our website at www.rsa-al.
gov, or you can call or write us and we will mail you a copy of our early analysis. ●

PEEHIP Funding Request Cut in Preliminary ETF Budget

Last legislative session, PEEHIP received a significant increase 
in funding for FY15 from $714 per active employee per month 
to $780 per active employee per month. Despite this signifi-

cant increase, PEEHIP still faces likely shortfalls for FY16. The 
Senate Education Trust Fund (ETF) Budget passed the Senate in 
mid-April and holds PEEHIP at 2015 funding levels.  PEEHIP 
requested $800 per active employee per month, but the Senate 
proposed level funding of $780, which would create an estimated 
additional shortfall of $23 million.

The $800 funding request did not fully fund PEEHIP for 
2016. With funding at that level, PEEHIP’s initial estimate was a 
shortfall of $119.3 million, which would be reduced by the new 

Wellness Program. If the final ETF budget remains level and 
does not provide additional funding for PEEHIP, the remaining 
overall shortfall is currently estimated to be $86 million, but 
that amount is subject to change as PEEHIP receives the May 
updated numbers.

PEEHIP staff will monitor the progress of the ETF budget 
over the next few weeks.  If the funding level for PEEHIP remains 
at the current level, the $86 million must be made up from either 
cost-saving measures, benefit reductions, increased out-of-pocket 
costs, payments from the Alabama Retired Education Employees’ 
Health Care Trust, or a combination thereof. ●  

Legislative Praise
SOURCE: CHARLES J. DEAN | AL.COM

I wanted to take a few lines to praise 
not just the action in the state Senate 
approving the first real steps in re-

forming Alabama’s overcrowded prison 
system, but the manner in which the 
Senate worked.

You don’t see a room full of politi-
cians, especially state senators, put their 
politics and egos aside very often and 
sustain an effort to solve a real problem. 
But, that is what the Senate largely did 
last week in passing the prison legis-
lation. Led by Sen. Cam Ward, R-Ala-
baster, the men and women of the body 
debated the legislation in a serious and 
mostly intelligent way. There was a mini-
mum of political grandstanding and red 
meat power plays.

Instead the senators acted like men 
and women sent to Montgomery to 
solve real problems. In this particular 
instance, they did that job, or as I said 
at least made a good first step toward 
solving the problems with our prisons. 
There. I did it. I said something good 
about the Legislature. Maybe with any 
luck I will do it again before the session 
ends in June. We’ll see. ●




