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HOUSE BI LL NO. 161

"An Act relating to reenploynent of and benefits for retired
teachers and public enployees and to teachers or enployees who
partici pated in retirement i ncentive pr ogr ans and are
subsequent|ly reenployed as a comn ssioner; repealing secs. 5, 7,
and 9, ch. 58, SLA 2001; providing for an effective date by
anendi ng the del ayed effective date for secs. 3, 5 9, and 12,
ch. 57, SLA 2001, and repealing sec. 13, ch. 58, SLA 2001, which
is the delayed effective date for secs. 5, 7, and 9, ch. 58, SLA
2001; and providing for an effective date."

- MOVED CSHB 161(HES) OUT OF COWM TTEE
HOUSE BI LL NO. 13
"An Act relating to reinbursenent of municipal bonds for school
construction; and providing for an effective date."
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SPONSCR( S) : REPRESENTATI VE(S) ELKI NS

02/ 18/ 05 (H) READ THE FI RST Tl ME - REFERRALS

02/ 18/ 05 (H EDU, HES, STA

04/ 05/ 05 (H) EDU AT 11: 00 AM CAPI TOL 106

04/ 05/ 05 (H Moved CSHB 161( EDU) Qut of Conmmittee
04/ 05/ 05 (H M NUTE( EDU)

04/ 06/ 05 (H EDU RPT CS(EDU) 1DP 5NR 1AM

04/ 06/ 05 (H) DP: THQOVAS;

04/ 06/ 05 (H NR GARA, SALMON, GATTO, LYNN, NEUMAN,
04/ 06/ 05 (H) AM W LSON

04/ 07/ 05 (H EDU AT 11: 00 AM CAPI TOL 106

04/ 07/ 05 (H -- Meeting Cancel ed --

04/ 12/ 05 (H) HES AT 3: 00 PM CAPI TOL 106

04/ 12/ 05 (H Heard & Held

04/ 12/ 05 (H) M NUTE( HES)

04/ 14/ 05 (H) HES AT 3:00 PM CAPI TOL 106

BILL: HB 13
SHORT TI TLE: SCHOCL CONSTRUCTI ON BOND RElI MBURSEMENT
SPONSOR( S): REPRESENTATI VE(S) GATTO, GRUENBERG

01/ 10/ 05 (H PREFI LE RELEASED 12/ 30/ 04
01/ 10/ 05 (H READ THE FI RST TI ME - REFERRALS
01/ 10/ 05 (H) EDU, HES, FIN

01/ 25/ 05 (H EDU AT 11: 00 AM CAPI TOL 106
01/ 25/ 05 (H -- Meeting Cancel ed --

02/ 01/ 05 (H) EDU AT 11: 00 AM CAPI TOL 106
02/ 01/ 05 (H Heard & Held

02/ 01/ 05 (H) M NUTE( EDU)

02/ 22/ 05 (H EDU AT 11: 00 AM CAPI TOL 106
02/ 22/ 05 (H -- Meeting Cancel ed --

03/ 03/ 05 (H EDU AT 11: 00 AM CAPI TOL 106
03/ 03/ 05 (H) Moved Qut of Conmttee

03/ 03/ 05 (H M NUTE( EDU)

03/ 04/ 05 (H) EDU RPT 5DP

03/ 04/ 05 (H DP: GARA, GATTO WLSON, THOVAS, NEUNVAN
03/ 15/ 05 (H HES AT 3: 00 PM CAPI TOL 106
03/ 15/ 05 (H) Schedul ed But Not Heard

03/ 22/ 05 (H HES AT 3: 00 PM CAPI TOL 106
03/ 22/ 05 (H <subcomm tt ee neeti ng>

03/ 29/ 05 (H) HES AT 3:00 PM CAPI TOL 106
03/ 29/ 05 (H Heard & Held

03/ 29/ 05 (H) M NUTE( HES)

04/ 05/ 05 (H) HES AT 3:00 PM CAPI TOL 106
04/ 05/ 05 (H Heard & Held

04/ 05/ 05 (H) M NUTE( HES)
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04/ 07/ 05 (H HES AT 3: 30 PM CAPI TOL 106
04/ 07/ 05 (H <Bi || Hearing Postponed>
04/ 14/ 05 (H HES AT 3:00 PM CAPI TOL 106

W TNESS REG STER

M KE TI BBLES, Deputy Conmm ssi oner

O fice of the Conm ssioner

Departnent of Adm nistration

Juneau, Al aska

PCSI TI ON  STATEMENT: Testified on behalf of the departnent
during the hearing on HB 161

REPRESENTATI VE MARY KAPSNER

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Testified on HB 13 in support of the
proposed amendnent .

CODY RICE, Staff

to Representative Carl Gatto

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified on HB 13 regarding the proposed
amendnent .

ACTI ON NARRATI VE

CHAI R PEGGY W LSON call ed the House Health, Education and Socia
Services Standing Conmittee neeting to order at 4:36:43 PM
Representatives Kohring, Seaton, G ssna, Gardner, and W]Ison
were present at the call to order. Representatives Anderson and
McGuire were absent.

HB 161- REEMPLOYMENT OF RETI REES

CHAIR WLSON announced that the first order of business was
HOUSE BILL NO 161, "An Act relating to reenploynent of and
benefits for retired teachers and public enployees and to
teachers or enployees who participated in retirement incentive
prograns and are subsequently reenployed as a comr ssioner;
repealing secs. 5, 7, and 9, ch. 58, SLA 2001; providing for an
effective date by anending the delayed effective date for secs.
3, 5 9, and 12, ch. 57, SLA 2001, and repealing sec. 13, ch

58, SLA 2001, which is the delayed effective date for secs. 5,
7, and 9, ch. 58, SLA 2001; and providing for an effective
date."
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4:37:45 PM

REPRESENTATI VE SEATON noved to adopt the conmittee substitute
(CS) for HB 161, Version 24-LS0645\F, Craver, 4/14/05, as a work
draft. There being no objection, Version F was before the
conmittee.

4:38:23 PM

M KE TIBBLES, Deputy Conm ssioner, Ofice of the Conm ssioner
Department of Admi nistration, explained the changes to HB 161,
section by section. He said Section 2 is a new section that
would require enployers of TRS to provide retired teachers the
same health benefits that they provide to other active teachers.
Furthernore, it would prohibit a teacher who has been rehired
fromreceiving health benefits from the retirenment account. I n
ot her words, he explained, an individual com ng back would have
to receive health benefits from the active account, thereby not
allowng a cost shift to the retirenent account. Section 4 is a
conform ng amendnent to Section 2 and requires that the teacher
making an election to continue to receive benefit paynents does
not receive retirenent and nedical benefits during his/her
reenpl oynent.

MR. TIBBLES said Section 5 would require the enployer to nake a
contribution to the retirenent system for each rehired enpl oyee.
That contribution would be nade to the unfunded liability of the
system on behalf of the [rehired] teacher, at the rate the
enpl oyer is making contributions for other teachers. Wth that
amendnent, he explained, there will be no cost to the system

MR. TIBBLES said Section 6 mrrors Section 2, but applies to

PERS. Section 7 inserts several new subsections. Subsecti ons
(f) and (g) would require that a nunicipality adopt a policy
simlar to what is required for the TRS enployers. He
cont i nued:

This policy here, as it's laid out in the statute,
requires that the enployees are separated from service
for at least 30 days. The policy has to describe the
circunstances that constitute the shortage, and the
copy of that resolution and policy needs to be
submtted to the admnistrator of the program - that
woul d be the director of [the Division of] Retirenent
& Benefits - prior to authorizing an individual to
conme back fromretirenent.
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MR TIBBLES, in response to a question from Chair W]Ison,
confirmed that both TRS and PERS enployers will have to adopt a
policy that they have a recruitment problem prior to bringing
sonebody back fromretirenent.

MR. TIBBLES reviewed that Subsection 8 specifies the length of
the recruitnment; it would require an initial recruitnment of 15
days, and if there's fewer than 5 qualified, eligible, and
avai l abl e applicants, then another 15 days of recruitnment nust
take place before it would be allowable to bring sonmeone back
fromretirement.

CHAIR WLSON said there have been reports that sone retirees
don't even clean out their desk, but rather just go on vacation
for a nonth, because they know that they wll be hired back.
She asked, "Wbuld this prevent that?"

MR. TIBBLES replied that the individual retiring would run a
risk [of not getting hired back], because if the recruitnent
period lasts a total of 30 days and the enployer finds a
qualified applicant pool, the retired individual wuld not be
hi red back.

MR. TIBBLES drew attention to subsection (h) and said it applies
solely to the [executive branch of state governnment]; however,
he stated his belief from working with the commttee that the
intent was "to apply that to all PERS nenbers, so that
muni ci palities would have a mninmm |level of recruitnent."” He
said that would be easy to alter with an anmendnent.

4:43:41 PM

REPRESENTATI VE GARDNER noved Conceptual Anendnent [1] to change
Section 7, subsection (h), to include PERS enpl oyers.

4:44: 05 PM

REPRESENTATI VE SEATON suggested inserting "and all other PERS
enpl oyers” on page 4, line 29, after "state governnent".

M KE TIBBLES said he believes that for the sake of consistency,
a bill drafter in Legislative Legal and Research Services would
pr obabl y i nsert "political subdi vi si ons or public
or gani zati ons".
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CHAIR WLSON asked if there was any objection to Conceptua
Amendrent 1. There being no objection, Conceptual Amendnent 1
was adopt ed. In response to Representative Kohring, she
confirmed that Conceptual Amendnent 1 would be in the sponsor's
best interest.

4:44:59 PM

MR. TIBBLES turned to Section 8, which he said would "require
PERS enployers to nmake contributions to the unfunded liability
on behalf of the retired nenber at the rate that that enployer
is making contributions for that enployer's other nenbers.” He
specified that that is different than the section for TRS, which
specifies "that the rate has to be for that enployer's other
menbers. "

CHAIR WLSON predicted that would help in regard to enployee
nor al e.

MR TIBBLES referred to Section 9, which he said would extend

the waiver option until 2008. Section 10, he noted, is in
regard to the report to the |egislature. He said, "Here | also
note that there was an omission in the draft that | believe was
requested by the chair's office, and that is [that] the report,
as we discussed it, would include not only ... TRS ..., but

PERS ..., and in addition, it would require the adm nistration

to detail what actions we're taking to address those hard to
recruit areas."

4:46: 36 PM

REPRESENTATI VE SEATON offered his understanding that the sponsor
of the bill had prepared | anguage. He nentioned page 5, line 24
and said the anendnent should add PERS into the | anguage.

4:47:53 PM

CHAIR WLSON indicated that she would like to take care of the
| anguage conceptually. She said:

So, rather than having this [be] specific,

[ Conceptual Anmendnent 2] wll basically say: "The
adm nistrator of the Public Enployees' Retirenent
System and the PERS and TRS system shall include

information in a report regarding the effects of
enployers in the executive branch to address their
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recruitnment difficulties in job <classes in which
retired nmenbers have been rehired.”

CHAIR WLSON asked if there was any objection to [Conceptua
Amendnent 2]. There being no objection, it was so ordered.

REPRESENTATI VE SEATON clarified that [Conceptual Anmendment 2]
added "the public enployees' retirenent and" before "teachers'
retirement” and made "system' plural, to read "systens", as well
as added the appropriate | anguage after |ine 24.

CHAI R W LSON answer ed yes.

MR. TIBBLES said that the only other change is the conformng
extension of the programto 2008, in Section 14.

4:49: 34 PM

CHAIR WLSON said the legislature won't see a difference in one
year.

4:50: 08 PM
REPRESENTATI VE SEATON said that is a three-year extension, which
would "take it into the next election season.” He suggested it

may be better to nmake it be a two-year extension.

CHAIR WLSON said she thinks three years is a reasonabl e anount
of tine.

4:50: 52 PM

REPRESENTATI VE GARDNER of fered her understanding that the intent

is to "allow for enployers to fill their needs with retired

people, while elimnating an adverse inpact to ... PERS and TRS
" She asked, "If we extend this and the terns sonmewhat

change, what happens to people who are currently retired/rehired

enpl oyees? Do their enployers start paying into ... PERS and

TRS ... at the end of the original sunset date?"

MR. TIBBLES responded that several provisions will take effect

with the effective date, including the health provisions and the
contributions to the past service rate, and the sunset extension
woul d allow those individuals to continue on the program until
the end of that period.

REPRESENTATI VE GARDNER said, "So, their ternms change, sonmewhat."
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CHAI R W LSON responded in the affirmative.
4:52: 06 PM

CHAIR WLSON indicated that the |egislature does not want abuses
to the system but rather wants "people to be looking in areas
and seeing if they can start doing things that wll nake a
difference, so that there are people that could fill this area."

REPRESENTATI VE GARDNER suggested that the |egislature has
reduced the incentive to the enployer. She expl ai ned, "They
could rehire sonebody and not have to pay into PERS and TRS - it
could be a cost savings for them - and we've taken that el enent
away, while allow ng the waiver for real need."

CHAIR WLSON said the |egislature cannot keep doing things that
will rmake the retirenment system worse

4:53: 05 PM

REPRESENTATI VE SEATON pointed out that the enployers would be
saving the nornmal retirenent rate contribution that they would
be making. He offered further details. He stated for the
record, "W haven't elimnated all the economc incentive for
enpl oyers of hiring..."

REPRESENTATI VE GARDNER asked, "Wy shouldn't we do that?"
4:54: 07 PM

CHAIR WLSON said one reason is "they're not getting any nore
benefits fromthe retirement system and so we cannot force them
to do sonething when they're not getting extra benefits."

REPRESENTATI VE SEATON said Chair WIson is talking about the
contribution of the enployee, and he clarified that he and
Representative Gardner were talking about the enployer saving
"the normal cost rate contribution into the retirenment plan.”
He noted that the bill would be heard next in the House State
Affairs Standing Conmittee, and he suggested that this issue be
t aken up there.

4:54:59 PM

HOUSE HES COW TTEE - 8- April 14, 2005



REPRESENTATI VE SEATON asked if there is any possibility that
enployees wll think that they are grandfathered into the
programif the sunset date is |eft open.

MR. TIBBLES said that the Division of Retirenment & Benefits sent
out a letter notifying all individuals on the program that they
woul d stop receiving their pension benefits on the sunset date
of the enployees, thus the issue is clear to those involved. He
said it would be all right to nmake it <clearer in statute;
however, he said he thinks the division has done a sufficient
job in notifying all the enpl oyers and enpl oyees invol ved.

4:56: 54 PM

REPRESENTATI VE SEATON noved to report CSHB 161, Version 24-
LS0645\F, Craver, 4/14/05, as anmended, out of conmttee wth
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 161(HES) was reported out of
comittee.

HB 13- SCHOOL CONSTRUCTI ON BOND REI MBURSEMENT

CHAIR WLSON announced that the final order of business was
HOUSE BILL NO 13, "An Act relating to reinbursenment of
muni ci pal bonds for school construction; and providing for an
effective date."

4:58:11 PM

REPRESENTATI VE KOHRI NG expressed appreciation that the bill is
bei ng heard.

4:59: 04 PM

REPRESENTATI VE ClI SSNA rem nded the commttee that [Amendnent 1,
| abel ed 24-LS0062\F.2, M schel, 3/31/05] was left pending from
the prior hearing. Amendrent 1, [which Representative Ci ssnha
had presented on behal f of Representative Mary Kapsner], read as
fol |l ows:

Page 1, line 1, followi ng "Act":
Insert "relating to the school construction grant
fund; "

Page 1, following line 3:

I nsert new bill sections to read:
"* Section 1. AS 14.11.008(a) is anended to read:
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(a) In order to receive a grant wunder this
chapter or an appropriation under AS 37.05.560, a
di strict mnust

(1) Dbe

(A a rural educational attendance area;

(B) a nunicipal school district and, as of
June 30 of the previous fiscal year, have a popul ation
of less than 1, 000; or

(O a municipal school district that
operates schools on a mlitary reservati on; and

(2) provide a percentage share of the
project cost, as determ ned under (b) or (c) of this

section; a [. A] district shall provide the required
participating share within three years after the date
that the appropriation bill funding the grant is
passed by the | egislature.
*  Sec. 2. AS 14.11.008(a) is repealed and
reenacted to read:
(a) In order to receive a grant wunder this

chapter or an appropriation under AS 37.05.560, a
district nmust provide a percentage share of the
project cost, as determ ned under (b) or (c) of this

section. A district shall provide the required
participating share within three years after the date
that the appropriation bill funding the grant is

passed by the | egislature.
* Sec. 3. AS 14.11.008 is anmended by adding a new
subsection to read:

(9) Grant funds provided to a nunicipal school
district under (a)(1)(C of this section may only be
used for the costs of school construction or nmajor
mai ntenance for a school located on a mlitary
reservation

* Sec. 4. AS 14.11.011(a) is amended to read:

(a) A municipality that is a school district or
a regional educational attendance area eligible under
AS 14.11.008(a) may submt a request to the departnent
for a grant under this chapter.

*  Sec. 5. AS 14.11.011(a) is repealed and
reenacted to read:

(a) A municipality that is a school district or
a regional educational attendance area may submt a
request to the departnent for a grant wunder this
chapter."”

Page 5, lines 13 - 16:
Delete all material and insert:
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"* Sec. 7. AS 14.11.008(g) is repeal ed.

* Sec. 8. The uncodified law of the State of
Al aska i s anended by adding a new section to read:
RETROACTI VI TY. [f, wunder sec. 9 of this Act,

secs. 1, 3, 4, and 6 of this Act take effect, they are
retroactive to January 1, 2005.

* Sec. 9. The wuncodified law of the State of
Al aska is anended by adding a new section to read:

CONTI NGENT EFFECT. Sections 1 - 7 of this Act
take effect only if, at the first regular session or
at a special sessi on, the Twenty-Fourth Al aska
Legislature passes a bill appropriating an anount
equal to or nore than $100,000,000 to the school
construction gr ant fund under AS 14.11. 008 -
14.11. 011, as anended by secs. 1, 3, and 4 of this
Act, and that bill beconmes |law not |ater than Cctober
1, 2005.

* Sec. 10. If, under section 9 of this Act, secs.
2, 5 and 7 of this Act take effect, they take effect
July 1, 2006.

* Sec. 11. Except as provided in sec. 10 of this
Act, this Act takes effect i mredi ately under
AS 01.10.070(c)."

REPRESENTATI VE CI SSNA pointed out that Representative Kapsner
was in the audience and invited her to speak concerning the
amendment .

5:00:14 PM

REPRESENTATI VE MARY KAPSNER, Al aska State Legislature, addressed
Amendnent 1. She stated that the anmendnent attenpts to "bring
parity to the bill." She explained that a couple of years ago,
the legislature passed a bond package and the overall bill tries
to piggyback on that bond package. She said it was expected
that that the entire bond package would equal $500 nillion;

however, it turned out to be $728-%$729 nillion. O that,
approximately one fourth went to rural schools - $154 mllion.
She said, "W still have $441 mllion out there on the books in

terms of school construction and predomnately that's in rural
Al aska. "

REPRESENTATI VE KAPSNER said there have been |awsuits regarding
the parity and disparity in the allocation of funds to rural
school s; because rural schools are not bondable, they rely on
the legislature to nake appropriations to them Amendment 1
would provide an extra $100 mllion to rural schools, which
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would bring nore parity to the situation and allow the court to
recognize that there are people within the legislature who
recogni ze the disparity between urban and rural funding.

REPRESENTATI VE KAPSNER offered her understanding that an
anendnent to Amendnent 1 has been suggested, which would provide
$100 mllion per year for three years for rural construction.

REPRESENTATI VE KAPSNER noted that Representative Kohring has
menti oned the overcrowdi ng of schools. She revealed that in her
district, one rural school in the village of Kipnuk is currently
at 323 percent capacity, while the |east crowded school in her
district is at 155 percent. By 2012, she said, the expectation
is that the | owest nunber will be at 227 percent capacity.

REPRESENTATI VE KAPSNER, in response to a question from Chair
W lson, confirned it's true that of all the various popul ations
in Alaska, the Native population is growing at a faster rate
than any other. She said that while the Mtanuska-Susitna (Mat-
Su) area is facing a lot of population growmh because of
immgration, rural Al askan villages are |osing nenbers who | eave
the villages. Even so, she explained the Native population
growt h thus: "W do |ove babies and we keep on having them™
She noted that in general in Al askan villages, one-third to one-
hal f of the population is in elenentary school and high school.

5:04: 16 PM

REPRESENTATI VE GARDNER comented that the additional $100
mllion still wouldn't be adequate if the need is for over $400
mllion.

REPRESENTATI VE KAPSNER said that it would be a step in the right
direction, and "an acknow edgnent that there hasn't been
parity.” She noted that a lot of the rural schools that
currently need funding were built during the Bureau of |Indian
Affairs' oversight of education and sone of the schools have yet
to receive a state-funded school buil ding.

5:05:35 PM
REPRESENTATI VE Cl SSNA restated her notion to adopt Amendnent 1.

5:05:57 PM
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REPRESENTATI VE KOHRI NG restated his objection [from 4/05/05] for
di scussi on purposes. He said he would like to hear if the
sponsor approves of Amendnent 1.

CODY RICE, Staff to Representative Carl Gatto, Alaska State
Legi sl ature, co-sponsor of HB 13, responded:

| would caution the commttee to be careful about
speaki ng about parity on the record because [the state

is] involved in current litigation. And | think I'd
be loath to say that the commttee's action on this
amendnent is necessarily i ndi cative of t he

| egislature's feelings on whether or not there is
educational parity. That's ny feeling.

REPRESENTATI VE KOHRI NG asked M. Rice if the anendnent 1is
conpatible wth the |legislation and does not need to be
addressed in a separate bill.

MR RICE replied, "Representative Gatto's opinion is he would
like the bill to nove."

REPRESENTATI VE KOHRI NG renmoved his objection to Arendnent 1.

5:07:13 PM

REPRESENTATI VE SEATON objected for discussion purposes. He
coommented that Amendnent 1 would add a new Section 1 to the
bill. He asked, "Is this a new section and the existing

sections are just renunbered?”
MR RICE replied affirmatively.
REPRESENTATI VE SEATON wi t hdrew hi s obj ecti on.
5:08: 39 PM
REPRESENTATI VE CI SSNA noved to adopt a conceptual anendnent to
Amendnent 1, as follows [the page and |ine nunbers correspond to
t he nunbers on Amendnent 1]:
On page 2, line 25:
After "$100, 000, 000"

I nsert "per year for three years”

CHAIR WLSON objected to the conceptual anmendnment to Anmendnent
1. She said that if [the commttee] is not careful, the bond
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will be so expensive that the state cannot neet the bond debt
rei mbursenent requirenent.

5:10: 25 PM

MR RICE stated his belief that the commttee could not nake
such an amendnent because it would bind the future | egislature.

REPRESENTATI VE SEATON renarked, "W've got an estimate that HB
13 is going to be [a] $200-$250 mllion possible bond debt, and
" m not sure that |ooking back at the old bond issue is where we
shoul d be."

5:11:19 PM

REPRESENTATIVE CISSNA wthdrew the conceptual anmendnent to
Amendnent 1.

CHAIR WLSON asked if there were any further objections to
Amendnent 1. There being none, Anendnent 1 was adopt ed.

REPRESENTATI VE KOHRI NG noved to report HB 13, as anended, out of
committee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 13(HES) was
reported from the House Health, Education and Social Services
St andi ng Comm ttee.

ADJ QURNVENT
There being no further business before the conmttee, the House

Heal t h, Education and Social Services Standing Commttee neeting
was adjourned at 5:12:12 PM

HOUSE HES COW TTEE -14- April 14, 2005



