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ACTI ON NARRATI VE

9:02:47 AM

CHAIR LINDA MENARD called the Senate State Affairs Standing
Committee neeting to order at 9:02 a.m Senators Paskvan, Meyer,
French, and Menard were present at the call to order.

SB 126- REEMPLOYMENT OF RETI REES; EXEMPT SERVI CE

9:03: 29 AM
CHAI R MENARD announced the consi derati on of SB 126.

G NGER BLAI SDELL, Director, Division of Adm nistrative Services,
Department of Revenue (DOR), said SB 126 contains two distinct
personnel issues. The 2 staff positions in the DOR and the 23
positions in the Department of Natural Resources (DNR) are not

tied to the retiree-rehire provision in the bill. She was asked
in the last hearing if this is a nust-have bill for the
governor. The retiree-rehire provision affects |ocal governnents
and schools, especially in rural Alaska. “The few state
enpl oyees have initiated knowl edge transfer plans so that
associated staff can learn the skills needed to fill that job
one day.” If that provision is not extended, there my be 124
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jobs in schools, courts, local governnments, and state offices
| eft vacant. The individuals my seem |ike they get additiona
i ncone, but their retirenment has been earned and would be paid
whet her they worked in a government position or in the private
sector. A retiree can only be offered the job if there are no
other qualified candidates. The 23 professional oil and gas
positions are at risk for high turnover as their jobs are
tenporary and project-oriented. If a private conpany offered
these individuals simlar pay but with longevity, it wll be a
chal l enge for the state to retain them

9: 06: 52 AM

M5. BLAISDELL said turnover would be unacceptable during the
state’'s efforts in natural gas devel opnent. There is no fisca
impact for that. The risk of losing these professionals is not
one that the state should take. The chief econom st position in
the DOR will probably remain vacant due to |low pay. The person
responsi ble for the revenue forecast also reviews a wde variety
of fiscal systens that inpact Al aska. Leaving this position

vacant will leave the state at a disadvantage in this gl obal
econony. The state conptroller is currently filled. “W can only
hope that this person will remain even though Iike positions in

the private sector are paid 20 to 30 percent nore. Wth the
position turnover rate averaging one per year, the learning
curve is reliant on lower level staff, and the state cannot grow

positively in its cash managenent practices.” It is critical to
pass all three conmponents of SB 126 so the state won't suffer
hi gh turnover and high vacancy. She urged passage of the bill so

that the state can progress in developing a gas pipeline,
conpete in a global econony, educate its children in rural
communities, and adequately staff the courts.

9:08: 49 AM

SENATOR FRENCH said, “W’'re sort of caught in a funny position
where we’ve got these highly valuable state enployees occupying
seni or positions who have served for a long tinme, retired, and
then conme back to fill the job they used to have in state
service; they're blocking the advancenent of |ower enployees.”
That nust be frustrating for the ones being blocked. The 124
j obs can be conpared to 124 leaks in a roof. “Wwen do we fix the
roof? Wien do we ... offer the pay and benefits necessary to
attract people to fill these extrenely inportant jobs, other
t han doubl e di ppers?”

9:10: 07 AM
MS. BLAI SDELL said when she | ast |ooked at this situation there
were 227 waivers, and 123 of them have ternmed out. “Qobviously
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the know edge transfer plan worked.” The jobs were filled with
non-retired people. It is working. It is attrition as the
knowl edge is being passed on and as other qualified candi dates
becone avail able. The know edge transfer plan is key, and the
Division of Personnel is followwng up on it to nake sure that
| oner |evel positions have training.

SENATOR FRENCH said the big question is when does Al aska get out
of this |oop? Wen does Al aska get to a place where the people
working for the state are all regular, fulltinme enployees who
are getting wages and benefits and are paid enough. Wat is the
adm nistration’s plan?

M5. BLAI SDELL said the sunset on this bill is 2012.

CHAIR MENARD asked why the legislature is being asked for
another five years. She suggested a one-year sunset to neke a
statenent that “we want people to be able to clinb the |adder
and to be able to be advanced.” Did it take five years for the
state to drop from200 to 124, or was it just last year?

M5. BLAI SDELL said that was a four-year cycle from 2005 to 2009.
The Anchorage school district began with 45 retirees, and now
they only have 11. That is a positive nove.

9:14: 02 AM
CHAI R MENARD asked if those are with the nmentor prograns.

M5. BLAI SDELL said she is not sure, but the school district was
able to find enough qualified candidates that it has not had to
request a waiver. She explained the waiver system 1In order to
hire a retired individual there nust be fewer than five
applicants that neet the mninmum qualifications. The job nust be
offered to a qualified, non-retired applicant. It is truly a
|ast choice [to hire a retired applicant]. Oherwise the
position would need to be downgraded to fit the qualifications
of other applicants, or it would be left vacant. That could be a
critical mstake. “So whether they' re using a nentoring program
or whether they're using a know edge-transfer plan or however
each school district or |ocal government or state government is
working to fill those positions, it mght be reclassing jobs so
that |ower-level people can nove in and maybe be reclassed
upward again. It’s a choice of the enployer.”

9:15:43 AM
SENATOR PASKVAN said from an admnistration standpoint this is
an effective tool to bring in and retain the nost qualified
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enpl oyees. “If we have $6 million in retirenent benefits that's
being paid at the sanme time full salaries are being paid, if we

don't allow this, we can save $6 mllion a year in retirenent
expenditures.” Returning to the defined benefit system only
costs $14 mllion. “If we can save $6 million in an instant by
not approving this, then the net effect is ... we can return to
a defined benefit for $8 mllion a year on approximately a $3
billion payroll.” So if this is statistically insignificant, why

isn't $14 million statistically insignificant?

M5. BLAISDELL said if “Sally” retires, she has earned that

income — it'’s her earned retirenent — at any tier. Tier |1l
people are beginning to retire. So Sally will be making, let’s
say, $50,000 per year in retirenent. There wll still be a
vacant position and that will have to be paid. Even if Sally
works at Fred Meyer, she still gets paid that $50,000. And the
state will still pay for the state position.

SENATOR PASKVAN said it is still double dipping. The issue is

“whet her you pay a full salary position and block soneone from
advancing, as Senator French was questioning, and pay from the
retirement system or if you re going to be a full-tine enpl oyee
of the state, that you can’t be part of the system So if the $6
mllion that wants to be paid out now if it’s statistically
insignificant, then $14 mllion for the defined benefit is also
statistically insignificant. That’'s ny point.”

IVB. BLAI SDELL said $6 nmillion and $14 mllion is not
insignificant. It is a small portion of the payroll, but in this
econony any noney is significant. “Does it matter if the person
is receiving a retirenent from an IRA and we hire them to work

for the state?” It shouldn’'t neke a difference. Wether the
state is paying both is a personal choice for the individual
The state would still pay both regardless of who takes the

position. The person who has retired has earned that benefit.

9:19: 46 AM

SENATOR PASKVAN said the question is if a person retires and
then wants to work for the state full time, then he or she can’'t
stay retired.

M5. BLAISDELL said this provision would allow soneone to stay
retired and work for the state. \Wiether there are two people or
one person, it is the sanme anmount of noney. The opportunity to
all ow soneone to stay retired but fill a position that otherw se
woul d be inpossible to fill is an advantage that the state m ght
want to have in its back pocket. It is just howit is perceived.
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CHAI R MENARD said part of the problem is that there are 16, 000
state enpl oyees, and she can't believe that the state can't find
peopl e who want these jobs that aren’t retirees and all ow others
to cone in. She has a bias on the sunset clause. It was five
years and then another five years, and yet there are still a
significant nunber of people. There are many |egislators who are
interested in SB 23, which addresses defined benefits. It ties
into that. She encouraged the governor to | ook at that.

9:22:11 AM

JI M DUNCAN, Business Manager, Al aska State Enpl oyee Associ ati on,
Juneau, said he opposes both sections of SB 126. He opposes
movi ng the DNR and DOR enpl oyees “from Section 9 to Section 14.”
The constitution provides for a nerit system of enploynent.
Putting people into the exenpt service erodes that system “W
need to be very careful ... in putting people into exenpt
service.” There are sonme positions that should be there and are
required to be there by statute. It is OKto put a position into
exenpt service for a specific project for a period of tine. That
statute was constructed very carefully to retain the
constitutional nerit system as nuch as possible. The DNR
positions were hired under subsection 9 of AS39.25.110. That
says that persons enployed in professional capacities to nake a
special inquiry as authorized by the governor may be tenporarily
pl aced in exenpt service. This bill would nove the positions.

9:25:48 AM

MR. DUNCAN said there are only two reasons to do that. One
reason would be if they have exceeded the constraints of
subsection 9, and they are no |onger tenporary. These positions
were put in place in the first years of a former adm nistration,
so they have been there for a nunber of years. Tenporary doesn’t
mean four or five years. The collective bargaining agreenent
considers tenporary positions to be less than 12 nonths; it
shoul d becone a permanent position after that. He has been told
that a legal opinion from the attorney general pronpted the
introduction of the bill. So there is currently a violation of
the statute. The second reason to do this legislation now is
that these positions are performng duties that can be perfornmed
in the classified service. There is no longer a special inquiry
or study. For those reasons he opposes this portion of the
| egislation. Statute allows sonme positions to be exenpt for very
good reasons, then when that short-term project is done, those
positions should be noved into classified service or disappear.
He has heard the argunment that the state can't afford to pay
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these people so they need to be in exenpt service to receive
hi gher sal ari es.

9:28:51 AM

MR. DUNCAN said nmanagenent should evaluate the state's current
pay plans. “They should be talking with those of us who
represent nenbers in the classified service to determ ne how we
can adjust our pay plans and our contracts to accommobdate the
needs of those positions.” It should be negotiated as part of
the coll ective bargai ning agreenent. That has not been done, and
that should be the first step.

9:30: 02 AM

MR. DUNCAN guesses that the study has been done and that is why
the change is being made. Exenpt service people can be renoved
easily from political pressure. Regarding the retiree-return
| anguage of SB 126, he opposes it. He is a fornmer |egislator who
worked on this very statute for 24 years, and he was the
commi ssioner of the Departnent of Admnistration when the first
retiree-return program was enacted. The intent was to address a
short-term issue and not to continue the retiree-rehire program
into the future. Back then, there was a serious problem wth
recruitnment in certain job classifications.

9:32: 05 AM
MR. DUNCAN said he was asked how to address that. The program
was proposed by his director. M. Duncan was |less than

ent husi astic about it, but a serious problem needed a quick fix.
He authorized the request to introduce legislation but with the
provision that it would have a three-year sunset. It was never
intended to continue for many years. It served a purpose at that
time. It was intended as a quick fix that would be followed with
an assessnent of the long-term problem with recruitnent. The
state still needs to do that. There has been progress in a
couple of areas, but there have also been sone steps backward.
The erosion of a good pension system in Alaska was a step
backward. It nmade it nore difficult to recruit and retain
people. The state needs to |ook at adequate conpensation and a
good benefit system The retiree-return program restricts the
ability of enployees to advance.

9:34:39 AM

MR. DUNCAN said his union has various classifications to advance
up the career |adder. Enployees should have every opportunity to
advance. The program can be abused. It was to be a short-term
fix while the adm nistration | ooked at the long term
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9:36: 20 AM

BARB ANGAI AK, President, National Education Association (NEA)
Al aska, Bethel, said she started teaching in a small village in
1980. She now teaches in Bethel, which is the district that has
been the biggest beneficiary of being able to hire retirees.
This program has been used for hard-to-fill positions, but the
district also allowed alnost any retiree, admnistrators and
teachers, to cone back into service in any capacity. The
district had a very broad interpretation of what this program
allowed as every teaching position becane eligible. There are

still retired people who have been rehired for positions that
were not hard to fill. Admnistrators were also allowed to
double dip, including the forner superintendent wth “no
advertisenent; no process for trying to find a specific,
narrow y-defined superintendent for the school district.” The
district was having a hard tine trying to fill principal

positions in village schools, but it used the program for all
adm ni strative positions.

9:40: 10 AM

M5. ANGAI AK said that her current superintendent told her that
even if the program continues, he would probably not opt to
participate. It prolongs being able to recruit and train people.
The original intent was good, but it has not solved the problem

9:40: 56 AM

KEVIN BANKS, Director, Dyvision of GOl and Gas, Departnent of
Nat ural Resources (DNR), said 23 of his enployees are under
subsection 9, and that |anguage includes “tenporary or special
inquiry”. It doesn’t say “and”. There is no bar wunder that
subsection to hire permanent enployees. It is a semantic
guestion, “and not necessarily neaningful with respect to what
is actually happening on the ground here. As to the question of
whet her or not these staffers are doing work that classified
enpl oyees should be doing, |’m always surprised when ny words
come back out sonewhere else and from soneone else.” But his
point is that if a person in a position is doing the wirk of a
classified enployee, a classified enployee should have that job.
That is the constitutional direction, and a nerit system is
needed. There are concerns that the constitutional inperative
not be eroded, and he agrees. But these positions cannot be done
by classified enployees. These people are doing work that is
certainly not at the level that he would hope a classified-Ievel
enpl oyee would be expected to do. They are “the point of the
spear” for the division in conducting business with the oil
conpanies. They form the |eadership team They are not
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i npl enenting policy, they are naking it, so they are legally and
importantly hired under subsection 9.

9:44:10 AM
MR. BANKS said the question is why he wants to make them part of
“14”. It wll denonstrate to these staff that they need not be

concerned that in performng their functions they are “not
subject to some rule that could be interpreted as M. Duncan
would have us do.” By hiring a comercial analyst as a
commercial analyst or a petroleum geophysicist as a petroleum
geophysi ci st, because of the skills they bring to the job and
because of the requirements of that position, they can be
assured that they wll be retained even when they give
unpal atable advice. It is a commtnent to these enployees that
they can take unconfortable stands under pressure regarding the
i ndustry. “Under ‘9 perhaps there is nore potential for ... a
kind of |oophole that | think M. Duncan should be concerned
about, but under ‘14 and by identifying very particular
positions within the division we can avoid that.”

9:46: 03 AM
SENATOR FRENCH sai d he has an enornous anount of respect for the
work of M. Banks and his staff, but he takes issue with the

interpretation of the word “special” in subsection 9. “I take
the word ‘special’ to nean not regular, and therefore | believe
that ‘special’ <carries a strong connotation of tenporary.”

Exploiting that word to capture long-term enployees is not
appropriate. Maybe he is agreeing with M. Banks that the
enpl oyees “should be pushed down into subsection 14,” but he
wanted to express his views on the definition of “special”

9:47:11 AM
CHAI R MENARD suggest ed separating the provisions into two bills.

SENATOR PASKVAN said that is worthy of consideration.

SENATOR FRENCH said the conmttee doesn’'t have the power to
split the bill in two; it can only delete sections. “W can’t
suddenly create a new bill.”

CHAI R MENARD suggested a one-year sunset.

SENATOR MEYER asked if anyone oversees the retiree rehires to
make sure the programisn’t abused. One position is a custodi an

in Ketchikan, and there surely nust be qualified people that
could fill that position as well as for the admnistrative
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assistant, executive secretary, and student service director
positions on the |ist.

NI CKI NEAL, Director, Personnel and Labor Relations, Departnent
of Adm nistration, said the executive branch oversees it, and
she personally approves the appointnents of retiree rehires in
the classified service of the executive branch. There first nust
be a 30-day open recruitnment. If there are fewer than five
qualified applicants, she will entertain a request to appoint a
retiree, but she needs to be shown why any other qualified
applicant cannot learn to perform the duties by the end of the
probati onary period. Since 2005, there have been two instances
where there was another applicant that nmet the qualifications
when she allowed the hiring of the retiree. It was denonstrated
that the other applicant couldn’'t learn the duties within the
probationary period. There were only two cases after HB 161,
which put strict sideboards on the program It is very, very
rare that there are other applicants in the pool.

SENATOR MEYER said there is technical expertise needed for the
positions in Kevin Banks' office where others would not be
qualified, so he can see why this option is very inportant and
likely necessary. But he is afraid it nay be abused. A one-year
extension m ght be a good conprom se.

9:52: 44 AM

M5. NEAL said one year will give tinme for planning. In ternms of
what the admnistration is doing to increase recruitnment and
retention, the DOA will be issuing an intent-to-award. “W did a

request for proposal for a state-wide salary survey. For nmany,
many years we've internally aligned for the purposes of setting

salaries in the classified service.” In sonme areas the state has
fallen well below the market. She expects that the salary survey
Wil be conplete by next fall, and DOA will prepare to seek any

fundi ng necessary to inplenent the survey results.

SENATOR FRENCH said he |ooked at the jobs that are filled by
retirees. Alaska has a 10 percent unenploynent rate. There

should be Alaskans who would be interested in filling those
posi tions, including admnistrative assistant |, nmechani c,
correctional superintendent |, food service, and others. How

aggressively does the state recruit for these positions once
t hey have been filled? Are there ads being run? They have crumy

benefits, in his opinion, but decent salaries. He suggested
inserting |anguage that requires advertising these jobs on an
ongoing basis. It would give the |abor representatives sone

confort. That is one way to find out if there are people
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interested in these jobs. It would be unconfortable for the
enpl oyee to know that his or her job is being advertised, *“but
that’s the point.” The point is to phase this out.

CHAI R MENARD asked for | anguage.

SENATOR FRENCH sai d he woul d need | egal hel p.

SENATOR MEYER suggested creating a commttee substitute.

SENATOR FRENCH said he will probably prepare an anendnent.

SB 126 was hel d over.

9:57: 08 AM
The neeting was adjourned at 9:57 a.m

SENATE STA COW TTEE -11- March 26, 2009



