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FISCAL NOTE
S T A T E  O F  A L A SK A  Fiscal Note Number: J _________________
2001 L E G IS L A T IV E  S E S S IO N  Bill Version: HB 242_____________

(H) Publish D ate: 4/17/01_______________

Revision D ate/Time (N ote if correction):__________________________ Dept. Affected:__________ Adm inistration________
Title: "An Act relating to reem ploym ent of and___________BRU: C entralized Admin. S erv ices______
__________________ m edical benefits c f PE R S  & TRS m em b ers..."  C om ponent:_____________ Retirem en t & Benefits
Sponsor; R ep resen ta tive  Kott______________________________ _______________________________________________
R equester: H ouse S ta te  Affairs_______________________________C om ponent N um ber: 64

E x p e n d itu re s /R e v e n u es_________________________________ (Thousands of Dollars)____________________
Note: A m ounts do no t include inflation un less o therw ise noted  below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY ?nn< FY 2005 FY 2006 FY 2007

P ersona l S erv ices 41.0 41 .0 41.0 41 .0 41.0 41.0

Travel
C ontractual 50.0 15.0 15,0 15.0 15.0 15.0

S upplies
Equipm ent
Land & S tructu res
G rants & Claim s
M iscellaneous

TOTAL O PERA TII'G 91.0 56.0 56.0 56.0 56.0 56.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (  )

FUND SO URCE_______________________    (T housands of Dollars)
1002 F ederal R eceip ts
1003 G F Match
1004 GF
1005 G F/Program  R eceip ts 
1037 GF/M ental H ealth 
O ther (PE R S .T R S .JR S) 91.0 56.0 56.0 56.0 56.0 56.0

TOTAL 91.0 56.0 56.0 56.0 56 J 56.0

E stim a te  of a n y  c u r r e n t y e a r  (FY2001) c o s t :  0 .0

C h eck  th is  b o x  (X) if fu n d in g  fo r th is  bill is in c lu d ed  in th e  G o v e rn o r 's  FY 2002 b u d g e t p ro p o s a l:  

POSITIONS
Full-time 1 1 1 1 1 1
Part-tim e
Tem porary

ANALYSIS: (Attach a separate pope if necessary)

This legislation will allow certain  re t irees  w ho re turn  to p e rm a n e n t  em ploym ent  the  option to elect w h e th e r  to cont inue  receiving a  
re t i rement benefit  (and  forego  additional re tirement benefit accrual)  or to receive additional re tirement benefit a c c n 'a l  (and  su s p e n d  
receiving a  re t i rement benefit). Additional m e m b e r  counse ling  an d  educa t ion  will b e  n e c e s s a ry  to a s s i s t  reem plo yed  ret irees  in their 
selection. A R etirem ent a n d  Benefits Technic ian  position will be  n eo d e d  to a ss i s t  with m e m b e r  counse l ing .  Contrac tua l  co s ts  are  
included for co m pute r  p rogramm ing to incorpora te c h a n g e s  to the law an d  to  co ver  the publication of educa t iona l  materia ls

P rep ared  by: 
Division

A pproved by: 
A gency

(Rev2/rr?ooi owe)

Guy Bell. Director P n o n e  465-4471
R etirem ent & Benefits D ate/T im e 04/13/01

Jim D uncan, C om m issioner D ate 4/13/01
D epartm ent of Administration
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HB 242 FN#1 -  C o n ti nued (A c tu a r ia l Cost)

This legislation has three basic components:

1. Retiree Return Incentive
2. improvements to Tier II Medical Benefits to address employee attraction and 

retention
3. Simplification of Geographic Differential language

1. Retiree Return Incentive

The retiree return incentive removes a disincentive for retirees to return to full time 
employment. Currently, a retiree who wishes to return to permanent public 
employment must forego retirement benefit payments during their period of return. 
The change we piopose would allow the retiree to continue receiving benefit 
payments after returning to public employment. To keep this cost-neutral, an 
employee would not accrue additional retirement credit during the period of return. 
This provision will have no actuarial impact.

2. Improvements to Tier II Medical Benefits to address employee attraction and 
retention.

Currently, regardless of their length of service, Tier II retirees are not eligible for 
system paid medical coverage until age 60, at which point the retirement system 
pays half the cost. With the change proposed in this legislation, a Tier II peace 
officer or teacher with 25 years of such service, or a general public employee with 
30 years of service, will qualify for system p:ovided and paid medical coverage. In 
addition, any retiree over the age of 60 will receive system provided and paid 
medical coverage. This change will increase PERS and TRS employer rates a 
modest 0.17% of payroll.

3. Simplification of Geographic Differential language

This change will not have an impact on employer rates. Our actuarial firm does not 
consider the current geographic differential law when calculating retirement system 
liability. Instead, they use current total salary (including any geographic differential) 
and project it forward to the expected retirement date to calculated system 
liabilities. That methodology won’t change as a result of this legislation.

For some Tier II members, the system will have a larger retirement benefit liability 
than would occur in the absence of this legislation. However, the amount of that 
liability cannot be predicted and it will depend on each member's total employment 
history.
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A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIES
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TO: HB 242

Page 1, following line 10:

Insert a new bill section to read:

"* Sec. 2. AS 14.25.040(a) is amended to read:

(a) Unless a teacher or member has elected to participate in the optional 

university retirement program under AS 14.40.661 - 14.40.799 [OR HAS FILED AN 

ELECTION UNDER AS 14.25.043(b)], a teacher or member contracting for service 

with a participating employer is subject to this chapter."

Renumber the following bill sections accordingly.

Page 3, following line 2:

Insert a new bill section to read:

"* Sec. 4. AS 14.25.043(a) is amended to read:

(a) If  a retired member again becomes an active member, benefit payments 

may not be made during the period of reemployment [UNLESS THE TEACHER 

MAKES AN ELECTION UNDER (b) OF THIS SECTION). The retirement benefit 

must be suspended for the entire school year i f  the teacher is reemployed as an active 

teacher for a period equivalent to a year o f service. During the period of 

reemployment, deductions from the member’s salary will be made in accordance with 

AS 14.25.050. Upon subsequent retirement, the retired member is entitled to receive 

an additional benefit based on the credited service and the average base salary during 

the period of reemployment in accordance with AS 14.25.110."

Renumber the following bill sections accordingly.
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2 Page 4, following line 30:

3 Insert a new bill section to read:

4 "*Scc. 8 . AS 39.35.150(a) is amended to read:

5 (a) If a  retired employee subsequently becomes an active member, benefit

6 payments may not be made during the period of re-employment [UNLESS THE

7 MEMBER MAKES AN ELECTION UNDER fb) OF THIS SECTION], During the

8 period of rc-employment, deductions from the employee's salary shall be made in

9 accordance with AS 39.35.160. Upon subsequent retirement, the retired employee is

1 o entitled to reccive an additional pension based on the credited service and the average

1 ] monthly compensation earned during the period of re-employment in accordance with

12 AS 39.35.370."

13

14 Renumber the following bill sections accordingly.

15

] 6 Page 5, following line 27:

17 Insert a new bill section to read:

18 "* Sec. 11. AS 14.25.043(b), 14.25.043(c'l; AS 39.35.120(bX2), 39.35.150(b), and

19 39.35.150(c) are repealed."

20

21 Renumber the following bill sections accordingly.

22

23 Page 5, line 30:

24 Delete "sec. 10"

25 "sec. 15"

26

27 Page 6, line I:

28 Delete "secs. 1 - 3"

29 Insert "sees. 1,3, and 5"

30

31 Page 6, line 3:
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 1-------------- Delete “sec. 10'------------------------------------------------------------------------------------------

2 Insert "sec. 15”

3

4 Page 6, line 4:

5 Delete "secs. 4 - 7”

6 Insert "secs. 6, 7, 9, and 10"

7
8 Page 6, following line 5:

9 Insert a new bill section to read: \J?

10 "* Sec. 13. Sections 2,4 . 8, and 11 of this Act take effect July 1 ,200/."

11
12 Renumber the following bill sections accordingly.

13
14 Page 6, line 6:

15 Delete "Section 8"

16 Insert "Section 12"

17

18 Page 6, line 7:

19 Delete "sec. 9"

20 Insert "secs. 13 and 14"
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