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FISCAL NOTE IvlAV 9 2005
• SENATE FINANCE

ST A TE O F  A LA SK A Fiscal Note Num ber: 2 COMMITEE
2005 L E G IS L A T IV E  SESSION Bill Version: CSHL 161(STA)

(H) Publish Date: 5 /3 /2005

Revision D ale/Time (Note if correction): n:)________________________ Dept. Affected: S ta tew ide
Title An ac t  relating to reem ploym ent of retired________ RDU S ta tew id e
________________ te a c h e r s  a n d  public em p lo y e e s . . .__________________C o m p o n en t  S ta tew ide
S p o n s o r  R ep .  Elkins________________________________________  ____________
R e q u e s te r  H ou se  S ta te  Affairs________________________________C o m p o n en t  No.

Expenditures/Revenues________________________________(Thousands of Dollars)
Note: A m o un ts  d o  no t  include inflation u n le ss  o therw ise  no ted  below.
OPERATING EXPENDITURES FY 2006 FY 20 07 FY 2008 FY 2009 FY 2010 FY 2011
P erson a l  S e rv ices  
Travel 
Contractual 
Supplies 
E quipment 
Land & S truc tures  
G ran ts  & Claims 
M iscellaneous

0.0 0.0 0.0 0.0 0.0 0.0

TOTAt. O PER A TING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES____________ |____________________________________    |_________ _________

CHANGE IN RE V EN U ES ( ) | | | I I I  I

FUND S O U R C E ________________________    (T h o u s an d s  of Dollars)
1002 Federa l  R ece ip ts
1003 G F Match
1004 GF
1005 G F/Program  R ece ip ts  
1037 GF/Mental Health
O ther  (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY2005) c o s t :  0.0
C h e c k  th i s  b o x  (X) if f u n d in g  for th i s  bill is in c lu d e d  in th e  G o v e r n o r ’s  FY 20 06  b u d g e t  p r o p o s  

POSITIONS
Full-time
Part-time
Tem porary

ANALYSIS: (Attach a separate paqe i f  necessary)
This bill will extend the Retiree Return to Work Program (HB 242 2001) for retired teachers and public 
employees who have ieemployed under the program prior to November 3, 2004 until December 31, 2006. 
Teachers or public employees who entered the program on or after November 3, 2004 but before June 30, 
2005 will terminate in the prior program as of July 1, 2005 and must rehire under the now bill provisions.

For (he Public Employees' and Teachers' Retirement Systems, the actuarial consultant has computed this 
legislation to have no effect on employer contribution rates until the number of members electing the waiver 
reaches 500 and 100 respectively. With the new sideboards provided by this bill, it is anticipated there will be 
fewer participants in the future. The bill also requires employers to make contributions to both systems based 
on the rehired retiree's wage at the rate prescribed by the actuary to pay the unfunded liability of the systems. 
This requirement will exceed any liability derived from the progiam and will act to further assist

P rep a re d  by: M elan ie  Millhorn. Director___________________________________________  P h o n e  4GG-4408
Division R e tirem en t  a n d  Benefits D ate/T im e 5/2 /05 4 :10  PM

Approved by: Mike Tibbies,  Depuly C om m issioner_________________________________  D a le  5 /2 /2005
Agoncy D ep a r tm en t  of Administration________________________________________
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STATE OF ALASKA HILL NO. CSHB16KSTA)
2005 LEGISLATIVE SESSION

in the reduction of the underfunded status of the two retirement funds.

In the original version of the retiree rehire program some employers withdrew active health benefits to rehired 
retirees in order to further lower their personnel services costs. This resulted in a cost shift to the retiree 
health plan and a failure to realize the expected savings to the health expenses of the systems. This bill 
addresses this unintended consequence by requiring employers to provide the same health benefits to rehired 
retirees as are provided to active employees, thereby ensuring the expected savings are achieved.
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REPRESENTATIVE ELKINS
Sponsor Statement 

House Bill 161
House Bill 161 is an "An Act relating to reemployment of and benefits for retired teachers and 
public employees and to teachers or employees who participated in retirement incentive programs 
and are subsequently reemployed as a commissioner: repealing secs. 5,7, and 9, ch. 58, 
SLA2001; providing for an effective date by amending the delayed effective date for secs. 3, 5, 9, 
and 12, ch.57, SLA2001, and repealing sec. 13, ch. 58, SLA 2001, which is the delayed effective 
date for sec. 5, 7, and 9, ch.58, SLA 2001; and providing for an effective date."

The Act states that the legislature finds that the reemployment of certain retired members of the 
teacher's and public employees' retirement systems provide a valuable tool for school districts and 
public employers to manage workforce shortages. The legislature further finds that school districts 
and public employers must plan to meet their workforce needs without reliance on retired workers. 
In extending the termination date of the reemployment provisions, it is the intent of the legislature 
to allow school districts and public employers to continue to use the management tool, while 
developing plans that address the knowledge, shills and abilities that need to be transferred or 
developed to assure that work can be accomplished when the reemployment provisions terminate.

It is the intent of the legislature that all participation in the retiree reemployments program will 
end on July 1, 2008, unless extended by law. In addition, the legislature intends that employers 
that benefit from the provisions of the retiree reemployment provisions pay any increase in 
unfunded liability to the retirement systems and that they provide retirees with the same health 
and medical benefits as other active members.

The Act allows PERS  & TRS retirees who were rehired before November 3. 2004 to continue to 
receive their retirement and medical be .efits from July 1, 2005 through December 21, 2006, if 
they continue to serve in the same position. However, on January 1, 2007, the period of 
reemployment to which the retiree's originally applied is considered terminated. These retirees 
may apply once again for rehire if they so desire.

All employers desiring to hire a retiree must perform the following:
1 Conduct a recruitment of at least 15 days that resulted in fewer than five qualified, 

eligible, and available applicants, including the retired member.
2. The employer must then conduct an additional recruitment period that again results in 

fewer than five qualified applicants including the retired member. Both periods must 
be at least 30 days total.

3. The retiree must have been retired more than 30 days.

Each employer of a retired member rehired under provisions of the Act, shall make contributions 
to the unfunded liability of the system on behalf of the retired member at the same rate the 
employers is making for that employer’s other members.

Coffman Cove * Hollis * Kelchikan * Meyers Chuck * Snxman * Thorne Bay



CS MB 161(STA)
Summary o f Provisions

Insert new sections AS 14.20.135(e) and amends AS 14.25.043(b) and AS 39.35.150(b) 
(Sections 2, 4, 5 and 6)

Requires a PERS or TRS employer to provide the same health insurance to a 
retiree that is rehircd as provided to all other members.

Also requires a retired member to suspend their retirement health coverage i f 
returning to ..ork.

Provision w ill restrict an employer from achieving a cost savings by shifting 
health care costs from the employer’s active health insurance to the retirement 
system.

Amends bill language in AS 14.25.070 and AS 39.35.270 (Sections 5 and 8)
Requires employers to contribute to the retirement system for rehircd retirees at 
the same past service rate they contribute to the unfunded liability o f the system 
for other members.

Provision w ill ensure there is no additional cost to the system.

Insert new section AS 39.35.150(f) and (g) (Section 7)
Requires political subdivisions or public organizations to adopt a policy by 
resolution prior to rehiring retired members. Policy must include a period o f 
separation from employment for at least 30 days for retirees and a description of 
the circumstances that constitute the shortage o f employees qualified for 
particular job classes.

Insert new section AS 39.35.150(h) (Section 7)
Requires the State o f Alaska and other PERS employers (political subdivisions or 
public organizations) to recruit for a minimum 30 days and result in an applicant 
pool o f fewer than five qualified, eligible, and available applicants.

Amends uncodified law enacted in section 13, ch. 57, SLA 2001
Requires the administrator o f the PERS system to include information in the 
annual report to the Legislature regarding the efforts o f employers in the 
executive branch to address the recruitment difficulties in job classes in which 
retired members have been rehired.

Adds additional uncodified law (Sections 14 and 15)
Those individuals who were rehired prior to November 3. 2004 are authorized to 
continue to receive their retirement benefits until December 31, 2006 or until they 
separate from service. However, if a retiree was rehircd on a full-time basis prior



to November 3, 2004 and the employer failed to provide active health insurance, 
the employee is not authorized to continue to receive retirement health insurance 
as their primary coverage. A ll employers w ill be required to provide their rehired 
employees health and medical benefits offered to their other employees.

The period o f reemployment for those individuals who were rehircd after 
November 3, 2004 w ill be terminated June 30, 2005. Employees in this category 
may continue to work but would suspend retirement benefits as long as they 
remained employed. Employees may reenter the program only by satisfying all 
the new requirements in this bill.

Amends sunset date in Section 15, ch. 57, SLA 2001 (Section 17)
Authorizes the rehire o f retirees as long as they meet all the requirements in this 
act until July 1, 2008. Unless extended by law, all individuals rehircd who elect 
to continue receiving retirement benefits, must by July 1, 2008 (1) decide to 
continue working, accrue additional benefits, resume paying into the system and 
suspend their retirement benefits or (2 ) separate from service and continue to 
receive their retirement benefits.



MB 161 
Talking Points

MB 161 provides a management tool to our school districts, state, and our 
municipalities to fil l those positions where they are unable to find qualified 
candidates.

While there has been criticism about the past use o f the rehire o f retirees, there are 
also some great successes. Qualified teachers have been put in the classroom. 
Many o f our school districts have successful used this tool to hire teachers when 
recruitment efforts have failed. In addition, the stcte has certain job 
classifications that are extremely difficu lt to fill. Several examples o f successes 
are (1) nursing positions. The Dept, o f Health and Social Services recruited 34 
days to fill a nurse position. There were no qualified, eligible and available 
individuals so the Dept, brought someone back after 3 years o f retirement. We 
now have a qualified nurse in one o f our Pioneer Homes serving our seniors. A 
similar success can be told about a Children’s services manager position. 
Recruiting a range 21 with minimum qualifications o f a master’s degree and four 
years professional social work experience serving children at risk is challenging. 
After receiving no qualified applicants, the Department rehircd an individual to 
fill the important public need. Other examples can be found in the areas o f 
biologists, engineers and higher-ranking public safety officers.

The problem with the original bill is that there were no sideboards to ensure all 
the hires were in positions where they really needed to bring someone back from 
retirement. In addition, the program ended up costing the retirement system and 
prevented qualified individuals from advancing their career to higher level 
positions.

This bill addresses those concerns. First, it requires all employers to contribute 
the same rate to the unfunded liability for those rehired as all other employees. It 
also prevents employers from shifting their health care costs to the retirement 
system by not funding employee health insurance. Second, the bill places tough 
requirements in place to make sure the program meets its original intention. 
Employers w ill be required to pass a resolution detailing their recruitment 
difficulties and offering a competitive recruitment for at least 30 days. I f a 
qualified applicant pool exists, a new candidate must be chosen over a retiree.

The program going forward:
Individuals hired prior to November 3, 2004 w ill be allowed to remain in 

the program until December 31, 2006. Senate State Affairs Committee offered a 
one-year extension. This bill would add an additional 6 months so vacancies will 
not occur in the middle o f the commercial fishing season or construction season.
The provision w ill also help address the State’s potential liability caused by the 
information provided to participants that they could remain in the program as long 
as they remained employed.



Individuals hired on or after November 3, 2004 w ill be allowed to remain 
in the program until June 30, 2005 as proposed in the original enabling 
legislation. These individuals were notified that the program is scheduled to 
sunset June 30, 2005. These individuals may remain employed past that date; 
however, they must suspend their retirement benefits until they separate from 
service.

Individuals hired on or after July 1 , 2005 w ill have to meet the new 
requirements in this bill restricted to those positic. where remiitment efforts 
have been unsuccessful.



CS House Bill 161(STA)

Legal Issue Period of reemployment Approval process Pension Benefit Health Benefit
(upon conclusion of periocJ of reemployment, employee may continue to work, suspending 
retirement benefits and continuo to pay into retirement system or separate from service and 

attempt to return under now requirements)

Retirees rehired prior to 
11/03/04

Potential Liability - Many 
were informed that they 
may jmain on the 
iprogram until they 
separate from service.

Period of reemployment is 
terminated December 31, 2006

Employees already enrolled. 
To continue past period of 
reemployement, employee 
must separate from service, al 
applicant must be cons'dered 
through competitive 
recruitment and recruitment 
difficulty must be proven.

Retiree rehire 
continues to receive 
pension benefit until 
December 31, 2006.

July 1,2005 all 
employers will be 
required to provide active 
health insurance to 
rehired retirees. 
Employees will continue 
to have coordinated 
benefits until December 
31, 2006.

Retirees rehired on or after 
11/03/04

Letter sent to all employer 
and employee 
participants that program 
would end July 1, 2005. 
New partic.Dants were 
advised anil sent letters 
confirming sunset date.

Period of reemployment is 
terminated June 30, 2005.

Employees already enrolled. 
To continue past period of 
reemployement, employee 
must separate from service, all 
applicant must be considered 
through competitive 
recruitment and recruitment 
difficulty must be proven.

Retiree rehire 
continues to receive 
pension benefit until 
June 30, 2005.

Employees will continue 
to receive retirement 
health insurance until 
June 30, 2005.

Retirees rehired on or after 
July 1, 2005

i

Program is continued until July 
1,2008.

To be eligible, employee must 
separate from service, all 
applicant must be considered 
through competitive 
recruitment and recruitment 
difficulty must be proven.

Retiree rehire 
continues to receive ; 
pension benefit until 
employee separates 
from service or 
erogram sunsets.

|f

Employers are required 
to provide same 
coverage to retirees 
rehired as all other 
employees. Retirement 
health insurance is 
suspended until 
employee separates 
rom '■"r, ice.




