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CS FOR SPONSOR SUBSTITUTE FOR SENATE HILL NO. 24(FIN)
IN THE LEGISI ATURE OF THE STA TE OF ALASKA

TWENTY-FOURTH LEGISLATURE -FIRST SESSION

RY HIE SENA | E FINANCE COMMITTEE

Offered:
Referred:

Spi)ii.s»r(sl SENATORS TSARY STEVENS, I):ivis, Elton

A BILL

FOR AN ACT ENTITLED

"An At! relating let reemployment of and hcncflis for rclireil teachers and public

employee* and to teachers or employees who participated in retirement incentive

0
programs and are subsequently reeinplovetl as a commissioner; repealing sees. 5, 7, and
9, cli. 58, NLA 2001; providing for an effective date by amending the delayed effective

date for secs. 3, 5, 9. and 12, ch. 57. SLA 2001, and repealin’; sec. 13, ch. 58, SLA 2001,

which is the delayed effective date for secs. 5, 7, and 9, ch. 58, SLA 2001; and pnft idin<
for an effective dale.”

BE IT | NAC TED BY Til LI GISLATI RE OF THE STATE ()] ALASK A:

* Seelion 1 The HiWMilicri law o! int. Stale ol Alaska is amendel by addine a new seciion
to read:

| INDINOS AND INTI NT. (a) Ihe legislature lliuls that provisions of ch. 57. SLA

2001, eh. 58, S| A 200]|tand ch. L\ S| A 2003. that provide for the reemployment ol certain

retired members of the teachers' and public employees’ retirement systems proude a valuable
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tool fur school districts and public employers to manage workforce shortages, especially in
teaching positions and job classes that require specialized knowledge and skills.

(b) The legislature also linds that school districts and public employers must plan to
meet their future 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 this management tool, while
developing plans that address the knowledge, skills, and abilities that need to be transferled or
developed to assure the work can be accomplished when the reemployment provisions
terminate. It is the intent of the legislature that all participation in the retiree reemployment
provisions by employers and reemployed retirees will end o11 July 1, 2000, unless that date is
extended by law.

(c) The legislature also finds that there have been unintended consequences resulting
from implementation of the retiree reemployment provisions, including an increase in the
unfunded liability of the retirement systems and the fa'ijure to realize savings in the health
expenses of the retirement systems as a result of the practice ol some employers of
withdrawing health and medical coverage for rccrnploved retirees. It is the intent of the
legislature that employers that benefit from the irovisions ol the retiree reemployment
provision™ pay any increase in unfunded liability that results to the retirement systems and
ithat employers provide rcemployed retirees with the same health and medical benelits
proMded to otlv’ active employees.

* See. 2. AS 14.2(1.135 is amended by adding a new subsection to read:

(e) If a school district or regional educational attendance area hires a retired

teacher under tiiis section and the retired teacher win) has been rehircd fleets to
continue receiving benefit payments during the period of icempkwment under
\S 14.25.043(b). the employer of a retired teacher who has been rehired under this
section shall provide health and inedkal benelits to the retired teacher who Ins been
rehired, |If the retired teacher has been rchired as a lull-time teacher, the teacher's
employer shall provide the same health and medical benelits to that teacher as the
employer provides to other full-time teachers, ami the teacher may not receive
retirement medical benefits during the period ol reemployment

* See. 3. AS 11.25.04a(a) is amended to read

SNSMt 24 (I'\) —2-
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(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) OR (e) OF THIS SECTION]. The retirement
benefit must be suspended for the entire school year if the teacher is reemploycd as an
active teacher for a period equivalent to a year of service. During the period of
reemployment, [THE MEMBER IS SUBJECT TO AS 14.25.050, AND] deductions

from the member's salary will be made in accordance with AS 14.25.050.

* See. 4. AS 14.25.043fb) is amended to read:
(b) A school district or regional educational attendance area that has adopted a
polic'l that permits the employment of retired teachers in accordance with
AS 1nh 20.135 shall notify the administrator that it is hiring retired teachers under
AS 14.20.135. A teacher who retired under AS 14.25.110(@) and subsequently
becomes an active member under a policy adopted in accordance with AS 14.20.135
may. within 30 days after the date of reemployment, elect to continue receiving benefit
payments during the period of reemployment by filing a waiver of coverage with the
administrator on a form provided by the administrator. An election under this
subsection waives coverage for the period of retanplctyment and is irrevocable during
the period of reemployment. The period of rccmphn'mcnt is considered to end
when this subsection is repealed nr the person slops working. whichever occurs
first. A teacher hired tn wink as a full-time teacher who makes the election to
continue to receive benefit payments nuiv not receive retirement medical benefits
during reemployment hut, instead, shall Ire covered under the medical coverage
provided hv the employer to active teachers. A teacher hired to work as n less
than full-time teacher who makes the election to continue to receive benefit
payments mav conlintie to receive retirement medical benefits. Deductions liom
the member's salaiy may not lie made under Ab 14.2 =00 during the period of
reemplovinenl. and tile member may not receive credited .service for the period ol
leemployment. A member who participated in a reUtvment incentive program under
ch. 26. SLA U=86; ch SI=SI,A [19%P; ch. 6\ SLA 1wD6 eh. 4. I-SSI.LA 1966: or ch.

92. SLA 1967. is not eligible to make an election under this subsection

NSee. 5. AS 14.25 043(e) is amended to read:

CSNL.SNi; 211 n \)
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(c) A member who retired under AS 14.25.110(a) and participated in a
retirement incentive program under ch. 26. SLA 1986: ch. S9. SLA 19S9; ch. 65, SLA
1996; ch. 4, FSSLA 1996; or ch. 92, SLA 1997. who is subsequently reemploycd as a
commissioner and becomes an active member may. within 30 days of the date of
reemployment, elect to continue receiving benefit payments during the period of
reemployment by filing a waiver of coverage with the administrator on a form
provided by the administrator. An election under this subsection waives coverage for
the period of reemployment and is irrevocable during the period of reemployment.
The period of reemployment is considered to end when this subsection is repealed

nr the person stops working, whichever occurs first. A commissioner hired to

work as a full-time em ilnvce wlin makes the election to continue to receive
benefit payments may not receive retirement medical benefits during
reemployment hut, instead, shall he covered under the medical coverage
provided hv the employer to active employees. A commissioner hired to work as
a less than full-time employee who makes the election to continue In receive
benefit payments niiiv continue to receive retirement medical benefits.

Deductions from the member's salary may not be made under AS 14.25.050 during the

period of reemployment, and the member may not receive credited service for the

period of reemployment. A member who makes an election under this subsection |

does not lose the incentive credit provided undei the applicable retirement incentive

plan and is not subject to any related reemployment indebtedness.
* See. 6. AS 14.25.070 is jmended by adding a new subsection to read:

(b) Hach employer of a retired teacher rehired under the authority of
AS 14.20.135 shall make contributions to the unfunded liability of the system on
behalf of that retired kaeher at the rate that the employer is making coniiihuiions to

the unfunded liability of the system for other teaclrrs.

* Sec. 7. AS 39.35.150(b) is amended to read:
(h) A member who ri tired under AS 39.35 370(a; and .subsel]iiently becomes

an active member may. within ™0 days of the date ol reemployment, elect to continue
receiv ing benetit payments during the period of reemployment bv filing an election

with the administrator on a faun provided by the uunimLtrntor. An election under this

iSSSIi 24(FIN) *T-
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subsection waives coverage for the period of reemployment and is irrevocable during
the period of reemployment. The period of reemployment is considered to end
when this subsection is repealed or the person stops working, whichever occurs
first. A member hired to work as a full-time employee who makes the clcctio i to
continue to receive benefit payments may not receive retirement medical benefits
( during reemployment hut, instead, shall be covered under the medical coverage
provided bv the employer to active employees. A member hired to work as a less

I than full-time employee who makes the election to continue to receive benefit

c payments inav continue to receive retirement medical benefits. During the period
IC of reemployment, deductions from the member's salary may not be made under
1 AS 39.35.160 and the member may not receive credited service. A member who
12 participated in a retirement incentive program under ch. 26, SLA 1986; ch. 89. SLA
13 1989; ch. 65. SLA 1996: ch. 4. FSSLA 1996: or ch. 92. SLA 1997, is not eligible to
14 make an election under this subsection unless the member is reemployed as a
15 commissioner.

16 * Sec. 8. AS 39.35.150 is amended by adding new subsections to read:

17 (f) Notwithstanding (b) of this section, a member employed by a political
Ifl subdivision or a public organization may not make the election provided in (b) of this
10 section unless the member's employer has adopted a policy that permits the
21) employment of retired employees in accordance with (g) of this section. The
2) administrator shrill accept the election oi a member subject to this subsection it' the

governing body or ihe person with hiring authority for the political subdivision or

23 public organization certifies that the appointment to the position being lllled by the
24 retired member was the result of the competitive hiring process required under (g) oi
25 this section.

20 () In accordance with this section, a political subdivision or a public
27 organization that has or anticipates having a shoitage of employees qualified for
It particular job classes may. b\ resolution, adopt a policy that permits the employment
21» of employees wno retired under 39.35.370(a). who have been separated from
30 employment for at least 3i) days, and who are qualified for particular job classes. The
3 policy adontcd b\ resolution must describe the circumstances that consiiuue the

5- CNSNSB 24(I'N)
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shortage. The policy must require recruitment procedures similar to the procedure
described in (h) of this section for any position filled by a retired employee under (1)
of this section. If a shortage of qualified employees exists as described in the policy,
the political subdivision or the public organization shall notify the administrator that it
is hiring retired members under (f) of this section and shall provide a copy of the

resolution and policy adopted by the resolution to the administrator of the public
employees' retirement system (AS 39.35).
(h) Notwithstanding (b) of this section, an employer in the executive branch of

state government nr., not allow a member hired to fill a position that requires

recruitment to make the election provided in (b) of this section unless

(1) the employer conducted an initial recruitment for at least 15 days
lor the position to be filled by the member making an election under (b) of this section

that resulted in fewer than five qualified, eligible, and available applicants, including

the retired member; and
(2) the employer then conducted an additional recruitment and the

additional recruitment resulted in fewer than five qualified, eligible, and available

applicants, including the retired member; this additional recruitment period added to

the initial recruitment period must be at least 30 days total.

* Sec. 9. AS 39.35.270 is amended by adding a new subsection to read:

(b) Each employer of a retired member rehired under the authority ot

AS 39.35.150(b) shall make contributions to the unfunded liability of the system on
behalf of that retired member at the rale that the employer is making contributions to

the unfunded liability of the system for that employer's other members.

* See. 10. Section 12. ch. 57. SLA 2001. as amended by sec. 6. ch. 15, SI A 2003, is

mended to read:

Sec, 12 AS 14.20.135. as amended hv see. 2 of this Ac AS 14.25.043(b).

as amended by see. 4 of this Act. 14.25.041(e), added by sec. 3. eh. 15. SI.A 200.1.
mid us amended hv see. 5 of this Act [Ol; THIS 2001 ACTJ; AS 19.35.i20(b)(2).

30.35.150(b). as amended In sec. 4. eli. 15. SLA 2003. imtl hv see. 7 of this Act |Of

THIS 2003 ACTJ, and 30.35.150(c) arc repealed July 1 2009 |2005|.

W See. 11. 'l lie uncodilied law of the State of Alaska enacted in sec. 13, ch. 57. SLA 2001.

&
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is amended lo read:

Sec. 13. REPORT TO LEGISLATURE.

24-L.S0211w

Annually, beginning in 2002 and

ending in 2010 [2006], the administrator of the teachers' retirement system ami the

administrator of the public employeesl retirement system shall

rcporl to the

I legislature by the 30th day of the regular legislative session concerning the effect of

I this Act. as amended, on the retirement systems.

The administrator of the public

employees' retirement system shall include information in the report regarding

the efforts of employers in the executive branch to address the recruitment

difficulties in job classes in which retired members have been rehired.

* Sec. 12.AS 14.25.070(b); AS 39.35.150(f), 39.35.150(g), 39.35.150(h), and39.35.270(b)

are repealed July 1, 2009.

* See. 13.Sections 5, 7. and 9, ch. 58. SLA 2001, are repealed.

* Sec. 14. The unmodified law of the State of Alaska is amended by adding anew section to

lead:

APPLICABILITY OT SECS. 2,4, AND 50F THIS ACT TO RETIRED TEACHERS

MAKING AN ELECTION UNDER AS 14.25.043(b) OR (¢) BEFORE JULY 1 2005. (a) A

retired teacher who was rehired and made an election under AS 14.25.043(b) or (e) before

November 3, 2004. may continue to receive retirement benefits and medical benefits under

AS 14.25.043(b) or (c) from July 1, 2005. through December 31, 2006,

continues to serve in the same position.

if that '\icher

However, on January 1, 2007. the period of

reemployment to which the teacher's original election under AS 14.25.043(b) or (c) applied is

considered terminated.

If the teacher continues as an active teacher, that teacher may not

continue to receive benefit payments while working as an active teacher unless (he employer

rehircs the teacher under AS 14.25.043(b) or (e). as amended bv secs. 4 and 5 of this Act. on

or after January 1, 2007.

(b) A retired teacher who was rehircd and made an election under AS 14.25.043(b) or

(e) on oi after November 3. 2004. may not continue to receive retirement benefits and medical

benefits under AS 14.25.043(bj or (e) al'er June 30. 2()Of.

On July I. 2005. the period ol

reemployment to which the teacher's original election under AS 14.25.043(b) or (e) applied is

i considered terminated. If the teacher continues as an active teacher, that teacher may not

continue to receive benefit payments while working as an active teacher unless the employer

Wuw dicy.f Underlitied

-7-
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rehires the teacher under AS 14.25.043(b) or (e). as amended by secs. 4 and 5 of this ~ct. on
or after July 1, 2005.

(c) This section does not apply to an employer who may be required to provide health
and medical benefits under AS 14.25.043(b), as amended by sec. 4 of this Act. regardless of

whether a teacher receives retirement medical benefits under this section.

* Sec. 15. The uncodified law of the Stale of Alaska is amended by adding a new section to

read:

APPLICABILITY OF SECS. 7 AND 8 OF TIJIIS ACT FOR RETIRED

EMPLOYEES MAKING AN ELECTION UNDER AS 39.35.150(b) OR (e) BEFORE JULY

1 2005. (@) A retired employee who was rehired and made an election under
AS 39.35.150(b) or (e) before November 3, 2004, may continue to receive retirement benefits
and medical benefits under AS 39.35.150(b) or (e) from July 1, 2005, through December 31,
2006, if that employee continues to serve in the same position. Mowever, on January 1 2007,
the period of reemployment to which the employee's original election under AS 39.35.150(b)
or (e) applied is considered terminated, and. as to that employee.

(1) AS 39.35.150(b). as amended by sec. 7 of this Act. or AS 39.35.150(e)
applies; and

(2) if the employee continues as an active member, tliai employee may not
continue to receive benefit payments unless the employer hires the employee as a result of the
competitive hiring process required by the applicable subsection of AS 39.35.150(1). (g). and

(h), added by see. 8 of this Act. on or after January 1, 201)7.

(b) A retired employee who was rehired and made an election under AS 39.35.150(b)

or (el on or after November 3, 2004. may not continue to rccei\e » mlircment benefits and

medical benelits under AS 39.35.150(b) or (e) after June 30, 2005. On July 1 2005 the

period of reemployment to which the employee's original election under AS 39.35.150(b) or
(e) applied is considered terminated, and. as to that employee,

(1) A”™ 3g t5.150(h). jics amended by sec 7 of this Act. or AS 39.35.150(c)
applies: and

(2) if the employee continues & an active member, that employee may not
continue to receive benefit pavmenls whiie an ;ctne member unless the employer hires the

employee as a result of the competilne hiring process required by the applicable subsection ol

-8
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AS 39.35. 50(f), (g). and (h), added by sec. 8 of this Act, on or after January 1, 2007.
(c) This section does not apply to an employer who may be required to provide health
and medical benefits under AS 39.35.150(b). as amended by sec. 7 of this Act, regardless of

whether a member receives retirement medical benefits under this section.

* Sec. 16. The uncodified law of the State of Alaska is amended by adding a new section to

read:
CONDI'l 10NAL RETROACTIVITY. Ifsecs. 2,4 - 10, and 13 of this Act take effect

after July 1, 2005, secs. 2,4- 10. and 13 of this Act are retroactive to July 1 2005.
* Sec. 17. Section 15, ch. 57, SLA 2001, is amended to read:
Sec. 15. Sections 3, 5, 9, and 12 of this Act take effect July 1 2009 [2005].
* Sec. 18. Section 13, ch. 58, SLA 2001, is repealed.
* Sec. 19. Section 3 of this Act takes effect July 1, 2009.
* Sec. 20. Sections 2, 4, 5, 7, and 8 of this Act take effect July 1, 2005.

* Sec. 21. Except as provided in secs. 19 and 20 of this Act, this Act takes effect

immediately under AS 01.10.070(c).

(’SSSSI 21(TIN)
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FISCAL NOTE Y2 s

SENATE FINANCE

Fiscal Note Number: COMMITEE
Bill Version: SB024-DOA-RB-5-2-05

() Publish Date: 5/2/2005

STATE OF ALASKA
2005 LEGISLATIVE SESSION

Dept. Affected: Statewide
Statewide
Statewide

Revision Date/Time (Note if correction): n:)
Title An act relating to reemployment of retired RDU
teachers and public employees.. Component

Sponsor Sen. Gary Stevens
Component No.

Requester Senate Finance

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services 0.0 0.0 0.0 0.0 0.0 0.0

Travel

Contract"al
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( T~

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0.0
Check this box (X) If funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: &Attachase arata palgo it necessary) , _
This bill will extend the Retiree Return to Work Program (HB 242 2001) for retired teachers and public

emplo¥ees who have reemployed under the program Prior to November 3, 2004 until Julj 1,2006. Teachers
or public employees who entered the pro%ram on or after November 3, 2004 but before June 30, 2005 wil'
terminate in th? prior program as of July 1 2005 and must rehire under the new bill provisions.

For the Publ j Employees' and Teachers' Retirement Systems, the actuarial consultant has computed this
legislation to have no effect on empWer 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 program and will act to further assist

Phone 465-4408
Date/Time 5/2/05 12:50 PM

Date 5/2/2005

Prepared by:  Melanie Millhorn. Director
Division Retirement and Benefits

Approvod by: Mike Tibblos, Deputy Commissioner
Agency Department of Administration
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB024-DQA-RB-5-2-05
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

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.

AS 24.08.036 FISCAL NOTES ON BILLS AFFECTING STATE RETIREMENT SYSTEMS, requires an additional analysis
of the long term and short term costs to the state if a bill is adopted, as well as the impact of the hill on the actuarial
soundness of the funds. The annual cost is as indicated above.

Page 2 0f 2
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Amendment Number;

Bill Number:j5gi 4)-., 24-1.5021 N\X.1

Sponsor:CZAMo _Dat€ffL}c6 Craver

Logged In By : pfjirYcU 5/1/6
CJ

AMENDMENT

OFFERED IN THE SENATE BY SENATOR GREEN

TO: CSSSSB24(FIN), Draft Version "X"

Page 7, line 13, through page S, line 7:

Delete all material and insert:

"* Sec. 14. The uncodified law of the State of Alaska is amended by adding a new section

to read:
APPLICABILITY OF SECS. 2,4, AND 50F THIS ACT TO RETIRED TEACHERS

MAKING AN ELECTION UNDER AS 14.25.043(b) OR (¢) BEFORE JULY 1,2005. (a) A

retired teacher who was rehired and made an election under AS 14.25.043(b) or (e) before

November 3, 2004, may continue toreceive retirement benefits and medical benefits under

AS 14.25.043(b) or (e) from July 1, 2005, through December 31, 2006, if that teacher

continues to serve in the same position. However, on Janua y 1, 2007, the period of

reemployment to which the teacher's original election under AS 14.25.043(b) or (e) applied is

considered terminated. If the teacher continues as an active teacher, that teacher may not

continue to receive benefit payments while working as an active teacher unless the employer
rehires the teacher under AS 14.25.043(b) or (c), as amended by secs. 4 and 5 of this Act, on
or after January 1, 2007.
(b) A retired teacher who was rehired and m.. e an election under AS 14.25.043(b) or
(e) on or after November 3. 2004, may not continue to receive retirement benefits and medical
benefits under AS 14.25.043(b) or (e) after June 30, 2005. On July 1, 2005, the period of
reemployment to which the teacher's original election under AS 14.25.043(b) or (c) applied is

considered terminated. If the teacher continues as an active teacher, that teacher may not
continue to receive benefit payments while working as an active teacher unless the employer

rehircs the teacher under AS 14.25.043(b) or (e), as amended by secs. 4 and 5 of this Act, on

or after July 1,2005.
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(c) This section does not apply to an employer who may be required to provide health
and medical benefits under AS 14.25.043(b), as amended by sec. 4 of this Act,regardlessof
whether a teacher receives retirement medical benefits under this section.
* Sec. 15. The uncodified law of the State of Alaska is amended by adding a ne ,v section to

read:
APPLICABILITY OF SEC. 7 OF THIS ACT FOR RETIRED EMPLOYEES

MAKING AN ELECTION UNDER AS 39.35.150(b) OR (¢) BEFORE JULY 1,2005. (a) A

retired employee who was rehired and made an election under AS 39.35.150(b) or (e) before

November 3, 2004, may continue to receive retirement benefits and medical benefits under

AS 39.35.150(b) or (e) from July 1, 2005, through December 31, 2006, if that employee

continues to serve in the same position. However, on January 1, 2007, the period of

reemployment to which the employee's original election under AS 39.35.150(b) or (e) applied

is considered terminated, and, as to that employee,

(1) AS 39.35.150(b), as amended by sec. 7 of this Act, or AS 39.35.150(e)
applies: and
(2) if the employee continues as an active member, that employee may not

continue to receive benefit payments unless the employer hires the employee as a result of the
competitive hiring process required by the applicable subsection of AS 39.35.150(f). (g), and
(h), added by sec. 8 of this Act, on or after January 1,2007.

(b) A retired employee who was rehired and made an election under AS 39.35.150(b)

or (e) on or after November 3, 2004, may not continue to receive retirement benefits and

medical benefits under AS 39.35.150(b) or (e) after June 30, 2005. On July 1, 2005, the

period of reemployment to which the employee's original election under AS 39.35.150(b)or
(e) applied is considered terminated, and, as to that employee,

(1) AS 39.35.150(b), as amended by sec. 7 of this Act, or AS 39.35.150(e)

applies; and

(2) if the employee continues as an active member, that employee nme> not
continue to receive benefit payments while an active member unless the employer hires the
employee as a result of the competitive hiring process required by the applicable subsection of
AS 39.35.150(0, (&= and (h), added by sec. 8 of this Act, on or after January 1, 2007.

(c) This section does not apply to an employer who may be required to provide health
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and medical benefits under AS 39.35.150(b), as amended by sec. 7 of this Act, regardless of

whether a member receives retirement medical benefits under this section.’

1
2
3
4 Page 8, following line 15:

5 Insert a new bill section to read:

6'* See. 20. Sections 2, 4, 5, and 7 of this Act take effect July 1, 2005."

7
8 Renumber the following bill sections accordingly.
9

10 Page 8. line 16:

n Delete "sec. 19"

12 Insert "secs. 19 and 20"
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CS FOR SPONSOR SUHSTITUTE FOR SENATE RILL NO. 24(FIN)
IN THE LEGISLATURE OF THE STAIE OF ALASKA

TWENTY-FOURTH LEGISLATURE -FIRST SESSION

HV Til)SENATE FINANCE COMMITTEE

Offered:
Referred:

SponsorS): SENATORS GARY STEVENS, l):ivis. Elton

A RILL

FOR AN ACT EM U LEI)
"An Atl relating to reemployment <« and benefits lor retired teachers and public
employees and to teachers or employees who participated in retirement incentive
programs and are subsequently rcemplnyed a* a commissioner; repealing sees. 5, 7, and
L eh. %S, SLA 20(11; providing for an effecti\c dale In amending the delayed elfeelive
date for sees. 3, 5, ™\ and 12. eh. 57, SLA 2(101, and repealing sue. 13, eh. 5N, SLA 2001,

which is the delayed effective date for sees. 5, 7, and O, eh. 5N, SLA 2001; and providing
for an effective date."
I11: IT F.NAt TED IA THE LEGISLATURE 01 HIE STATE Of ALASKA:

* Seenon 1 Hie uncodified law d! the Slate jbf Alaska is amended by addmy a new .section

to read
[ INULINGS AND IN I!'NT. i.n Ilie %n.slahir) nnds that provisions of eh. 57. SI. A

20(M. Ch. Fit SI A 2001. and eh. 15. SLA 200L ilitn prOvi.dtr lor the iccmpla~ffLnt of certain

retiree! members of the teachers' and public employees' retirement systems provide a valuable

cssssn24(FiN)
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tool lor school districts and public employers to manage workforce shortages, especially in

leaching positions and job classes that require specialized knowledge and skills.

(b) The legislature also finds that school districts and public employers must plan to

meet their future 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 this management tool, while
developing plans that address the knowledge, skills, and abilities that need to be transferred or
developed to assure the work can be accomplished when the reemployment provisions

terminate. It is the intent of the legislature that all participation in the retiree reemployment

provisions by employeis and reemploved retirees will end on July 1 2009. unless that date is

extended by law.
(c) The legislature also linds that there have been unintended consequences resulting

from implementation of the retiree reemployment provisions, including an increase in the

unfunded liability of the retirement systems and the failure to realize savings in the health

expenses of the retirement systems as a result of the practice of some employers o

withdrawing health and medical coverage for reemploved retirees. It is the intent of the

legislature that employers that benefit from the provisions of lire retiree reemployment

provisions pay any increase in unfunded liability that results to the retirement systems and

that employers provide reemploved retitces with the same health and imdical benelits

| provided to other active employees.

* Sec. 2. AS 14.20.135 is amended by adding a new subsection to read:

(e) If u school district or regional educational attendance area hires a retired
teacher under this section and the retired teacher who has been relmed elects to
continue receiving benefit pavments during the period of reemployment under
AS 14.25.043(h). the employer of a retiied teacher who has been rehired under this
section shali provide health and medical benelits to the retired teacher who has been
rehired. If the rciircd teacher has been rehirc-d as a full-time teacher, the teacher’s

employer shall provide the same health and medical benelits to that teacher as the

employer provides other iul'-iime teachers, and the teacher may not receive

retirement medical benelits during the period of reemployment.

flSec. 3. AS 14.25.043(a) is amended to read;

C'SSS.SH 24(1 IN)
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(a) If a retired member again beaomes an active member, benefit payments
may not be made during the period of reemployment [UNLESS THE TEACHER
MAKES AN ELECTION UNDER (b) OR (e) OF THIS SECTION]. The retirement
benefit must be suspended for the entire school year if the teacher is reemploycd as an
active teacher for a period equivalent to a year of service. During the period of
reemployment. [THE MEMBER IS SUBJEC TTO AS 14.25.050. AND] deductions
from the member's salary will be made in accordance with AS 14.25.050.

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

(b) A school district or regional educational attendance area that has adopted a

policy that permits the employment of retired teachers in accordance with

AS 14.20.135 shall notify the administrator that it is hiring retired teachers tinder
AS 14.20.135. A teacher who retired under AS 14.25.110(a) and subsequently
becomes an active member under a policy adopted in accordance with AS 14.20.135
may. within 30 days alter tin date of reemployment, elect to continue receiving benefit
payments during the pcnod ol reemployment by filing a waiter of coverage with the
administrator on a form provided In the administrator. An election under this
suDseciion waives coverage for the period of reemplovmenl and is irrevocable during
the period of reemployment. The period of reemployment is considered to end
when this subsection is repealed or the person slops working. whichever occurs
first. A teacher hired tn work as a full-time teacher wim makes the election In

continue to receive benefit payments nmv nut receive retirement medical benefits

during reemployment hut, instead, shall he covered under the medical coytutag*

provided hv the employer In active teachers. A teacher hired to work as a less

than ['till-tinie teacher who makes the election to continue to receive benefit
payments inav continue to receive retirement medical benefits. [|)cductinns limn
the member's salar\ may not be made under AS 14,25.U50 during the period ot
reemployment, and the member may not recci\e credited service for the period o!

reemployment. A member who participated in a retirement incentive program under
eh. 20. SEA 180, ch. SP; SI. \ }<W=; enh 05. SI A 1‘>%, eh. 4. I SSI.A 1‘mo. or eh

02. SIA 1 is not eligible to make an election under this subsection.

See. 5. AS 34.25 043(e) is amended lo read

-3- ( S.sssl)] 2-hl INI
w Trx t Jim-a r.c.t: wwck£Etk:j;
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(c)
retirement incentive program under eh. 26. SLA 1986; ch. 89. SL.A 1989; ch. 65. SLA

1996; ch. 4. FSSLA 1996; or ch. 92, SLA 1997. who is subsequently reemployed as a
commissioner and becomes an active member may, within 30 days of the date of

reemployment, elect to continue receiving benefit payments during the period of

reemployment by filing a aiver of coverage with the administrator on a form

provided by the administrator. An election under this subsection waives coverage for
the period of reemployment and is irrevocable during the period of reemployment.

The period of reemployment is considered to end when this subsection is repealed

or the person stops working, whichever occurs first. A commissioner hired to

work as a full-time employee who makes the election to continue to receive

benefit payments mav not receive retirement medical benefits durian

reemployment hut, instead, shall he covered under the medical coverage
provided hv the employer to active employees. A commissioner hired to work as
a less than full-time employee who makes the election to continue to receive

benefit payments mav continue to receive retirement medical benefits.

Deductions from the member's salarv may not be made under AS 14.25.650 during the

period of reemplovment, and the member may not recehe credited service for the

period of reemployment A member who makes an election under this subsection

does not lose the incentive credit provided under the applicable retirement incentive

plan and is not subject to any related reemplovment indebtedness.

* Sec. 6. AS 14.2\U70 is amended bv adding a new subsection to rend:

<) bach empkner ol a rctitfd teacher rehircd under the* authority oi
\S 14.20,1'3 shall make enntttbuiions to the untunded liability of the system on
behalf of that relired teacher at the rate that the employer is making lontrihutions to

the imnmded liability of the system lor other teacher*.

* Sec. 7. AS '9.35.150th; is amended to read:

(h) A member who rc'ircd under AS 39.35.->70ta) and subsequently become,
an acti\e member may. within 31 daws oi the date of reemplovment. elect to continue
receiving benefit payments during the period ol reemployment In nl ng an election

with the administrator on a lorm pro\ dcd In the administrator. An elii turn under this

f s>vs|t Z4(HN) .
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A member who retired under AS 14.25.110(a) and participated in a
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subsection waives coverage for the period of reemployment and is irrevocable during
the period of reemployment. The period of rccmnlovment is considered to end
when this subsection is repealed or the person stops working. whichever occurs
first. A member hired to work as a full-time employee who makes the election to
continue to receive benefit payments mav not receive retirement medical benefits
during reemployment but, instead, shall he covered under the medical coverage
provided hv the employer to active employees. A member hired to work as a less
than full-time employee who makes the election <0 continue to receive benefit
payments may continue to receive retirement medical benefits. During the period
of reemployment, deductions from the member's salary may not be made under
AS 39.35.160 and the member may not receive credited service. A member who
participated in a retirement incentive program under ch. 26. SLA 19S6; ch. 89. SLA
1989; ch. 65. SLA 1996: ch. 4, FSSLA 1996; or ch. 92, SLA 1997. is not eligible to
make an election under this subsection unless the member is reemploved as a
commissioner.
* Sec. 8. AS 39.35.150 is amended by udding new subsections to read:

@ Notwithstanding (b) of this section, a member employed by a political
subdivision or a public organization may not make the election provided in (b) of this
section unless the member's employer has adopted a policy that permits the
employment of retired employees in accordance with (g) of this section, ‘lie
administrator shall accept the ejection of a member subject to this subsection if the
governing body or the person with hiring authority for the political subdivision or
public organization certifies that the appointment to the position being lllled lay the
retired member was the result ol the competitive hiring pioeess required under (g) of
this section.

<g) In accordance with this section, a political subdivision or a public
organization that has or anticipates haung a shortage ot employees qualified lor
particular mb classes may. b\ resolution, adopt a policy that permits the employment
ol employees who retired under \S '‘1.35.570(a). who have been separated from
employment lor at least 30 days, and who are qualified lor particular 10b classes. |hc

policy adopted by resolution nni.t deseiibe the ciieumstanccs that constitute the

5 <SSSSH 2-MriNi
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Marriage. fhe policy must require recruitment procedures similar to the procedure
described in (h) of this section for any position filled by a retired employee under (f)
of this section. If a shortage of qualified employees exists as described in the policy,
the political subdivision or the public organizat on shall notify the administrator that it
is hiring retired members under (i) of this section and shall provide a copy of the

resolution and policy adopted by the resolution to the administrator of tin public

employees' retirement system (AS 39.35).

(h) Notwithstanding (b) of this section, an employer in the executive branch of

state government may not allow a member hired to fill a position that requires
recruitment to make the election provided in (b) of this section unless

(1) the employer conducted an initial recruitment for at least 15 days
for the position to be filled by the member making an election under (b) of this section
that resulted in fewer than live qualified, cligil le, and available applicants, including

the retired member; and
(2) the employer then eonduc ed an additional recruitment and the

additional recruitment resulted in fewer than live qualified, eligible, and available

applicants, including the retired member: this additional recruitment period added to
the initial recruitment period must be at least 30 days total.

* Sec. 9. AS 39.35.270 is amended by adding a new lubseciinn to read:

(bi Each emplover ol a retiied member rehiroJ under the autiioritv of

AS .36.35 150(b) shall make contributions to Il e unumded liability of the *\stefli on
behalf of that retired member at the rale that the emplover is making contributions to
the unlundcd liability o! the system tor that cmpluvu's other members.

* Sec. 10. Section 12. ch. 57. SI A 2001. as amended by sec. 6. eh, 15, SI \ 200\ is

mended to read:

Sec. 12. AS 14.20.135. as amended hv see. 2 of this Act: 14.27.04 D).

as amen(led bv sec. 4 of this Act. 14.25 043(e). added by sec, 3. ch. 15 SI.\ 2003.

and as amended by sec. 5 nf this Act [Of 1111s* 200.3 At 1]: AS 36.3:.12b(bit2)

36.35.150(b). as amended bv sec. cli. 15. SI.A 2003. arid bv see. 7 »!' this Act [OP

THIS 2003 \(’I |. mid 36 3S.|5(I(el are repealed July 1. 2006 [2005].

* See. 11. | he nneodilicd law ol the State of Alaska enacted !n sec. 13. ch. 57. SI A 2oo0l

SSSSM 24(MNi
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is amended to read:
Sec. 13. REPORT TO LEGISLATURE. Annually, beginning in 2002 and

ending in 2010 12006], the administrator of the teachers' retirement system and the
administrator of the public employees' retirement system shall report to the
legislature by the 30th day of the regular legislative session concerning the effect of
this Act. as amended, on the retirement systems. The administrator of the public
employeesl retirement system shall include information in the report regarding
the efforts of employers in the executive branch to address the recruitment

difficulties in job classes in which retired members have been rehired.

* Sec. 12. AS 14.25.070(b): AS 39.35.150(f). 39.35.150(g), 39.35.150(h), and 39.35.270(b)

arc repealed July 1. .2009.
* Sec. 13. Sections 5, 7, and 9. ch. 58' SLA 2001, arc repealed.

* Sec. 14. The uncodifitd law of the State of Alaska is amended by adding a new section to

read:
APPLICABILITY OP SECS. 2. 4. AND 50P 1111S ACT TO RETIRED TEACHERS

MAKING AN ELECTION UNDER AS 14.25.043(b) OR (c) BEI ORI JULY 1 2005. (a) A
retired teacher who was rchired and made tin election under \S 14 25.043(01 or (e) before
Novemher3, 2004, ma> continue to receive retirement benefits and medical benelits under

AS 14.25.043(bi or (e) from July }m2005, through Dceeniher31 2006. if that teacher

continues to serve in the same position However, on January 1 2007. tin. period ol

leeniplovment to which the teacher's original election under AS 14.25.043(bl or (e» applied is

considered terminated. It the teacher continues as an active teacher, that .tRicher may not

eominue to receive beneli' payments while working us an active teacher unless the employer

rehires the teacher tuulei AS 14.25.043(b) or (c). as amended hv secs. 4 and 5 of this Act. on

or al ter January 1 3.0C7.
(bj A retired teacher who wa- rehired and made an election under AS 14.25.043(b) or

(e) on or alter November 3. 2004. mav not eon'inue to receive retirement benefits and medical

benelits under AS 14.2>.04 Oh) oail tel alter June 30, 20H5 (Jp July 1, 2005, the period of

reemplovment to winch the teacher's original election under AS 14.25.043(b) or (e) applied is

considered terminated, It the teacher continues as .in active teacher, that teacher nitty not

continue to receive benefit payments while working as an active teacher unless the emplmer

7. (>S.sSH 2.UFIN)
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rehires the teacher under AS 14.25.043(b) or (e), as amended by secs. 4 and 5 of this A t. on

or after July 1, 2005.

(c) This section docs not apply to an employer who may be required to provide health
and medical benefits under AS 14.25.043(b), as amended by sec. 4 of this Act. regardless of
whether a teacher receives retirement medical benefits under this section.

* See. IS. The uncodified law of the State of Alaska is amended by adding a new section to
read:

APPLICABILITY OF SECS. 7 AND 8 OF THIS ACT FOR RETIRED
EMPLOYEES MAKING AN ELECTION UNDER AS 39.35.150(b) OR (e) BEFORE JULY
1, 2005. (@) A retired employee who was rehired and made an election under

1 AS 39.35.150(b) or (e) before November 3, 2004, may continue to receive retirement benefits
i and medical benefits under AS 39.35.150(b) or (e) from July 1, 2005, through December 31,

13 2006, if that employee continues to serve in the same position. However, on January 1, 2007.

14 lie period of reemployment to which the employee's original election under AS 39.35.1 50(b)
15 ir (c) applied is considered terminated, and, as to that employee.

16 (1) AS 39.35.150(b). as amended by sec. 7 of this Act, or AS 39.35.150(e)
17 ipplies: and

18 (2) if the employee continues as an active member, that employee may not
19 ontinue to receive benefit payments unless the employer hires the employee as a result of the

20 ompclitive hiring process required bv the applicable subsection ol AS 39.35.1a0(f), (g). and

21 In. added by sec. 8 of this Act. on or alter January . 2007.

11 (b) A retired employee who was rehircd and made an election under AS 39.35.150(b)

23 r (e) on or alter Novembers, 2004. may not continue to receive retirement benelits and

24 iulLul benefits under AS 39.35.150(b) or (e) after June 30. 2005. On July 1, 2005. the j

25 eriod of reemployment to which the employee's original election under AS 39.35.150(b) or

26 | applied is considered terminated, and. as to that emphnce,

27 (1) AS 39.3.vI50(b). as amended by sec. 7 of this Act. or \S 39.55 150(e)

28 iplics: and

2'> (..) if the employee continues as art active member that employee may not

30 mimic to receive benefit payments while an active member unless the employer hires the

d Ipluvec as a rc-mit oi the* compeiinve luring, process required b> the applicable subsection of
>SSSH2-I(riNi -5
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AS 39.35.150(1), (g), and (h), added by see. 8 of this Act. on or after January 1, 2007.

(c) This section does not apply to an employer who may be required to provide health

and medical benefits under AS 39.35.150(b), as amended by sec. 7 of this Act. regardless of

whether a member receives retirement medical benefits under ihis section.

* See. 16. The uncodified la\v of the State of Alaska is amended by adding a new section to

read:

CONDITIONAL RETROACTIVITY.

If secs. 2, 4-10, and 13 of this Act take effect

after July 1, 2005. secs. 2, 4 - 10, and 13 of this Act are retroactive to July 1 2005.

* See. 17. Section 15, ch. 57, SLA 2001, is amended to read:

Sec. 15. Sections 3, 5, 9. and 12 of this Act take eflect July 1 2009 [2005].

* Sec. 18. Section 13, ch. 58. SLA 2001. !S repealed.

* Sec. 19. Section 3 of this Act takes effect July 1, 009.

* Sec. 20. Sections 2. 4. 5, 7. anc£s)of this Act take effect July 1 2005.

* Sec. 21. Lxcept as provided in secs.

immediately under AS 01.10.070(0.

AW 71=st Villorlined

19 and 20 of this Act. this Act takes effect

IPELETED TEST UKACEEIL'D]
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CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 24(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE -FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS GARY STEVENS, Davis, Elton

A BILL
FOR AN ACT ENTITLED

"An Act relating to reemployment of and benefits for retired teachers and public

employees and to teachers or employees who participated in retirement incentive

3 j programs and are subsequently reemployed as a commissioner; repealing secs. 5, 7, and

4 ]9 ch. 58 SLA 2001; providing for an effective date by amending 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."
8 DBE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

The uncodified law of the Stale of Alaska is amended by adding a new section

o * Section .

10  to read:

n FINDINGS AND INTENT, (a) The legislature finds that provisions of ch. 57. SLA
12 2001, ch. 58, SLA 2001, and ch. 15, SLA 2003, that provide for the reemployment of certain
13  rclired members of the teachers’ and public employees’ retirement systems provide a valuable

- CSSSSItP i FIN)
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tool for school districts and public employers to manage workforce shortages, ¢ pccially in

teaching positions and job classes that require specialized knowledge and skills.

(b) The legis ature also finds that school districts and public employers must plan to

meet their future 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 this management tool, while
developing plans that address the knowledge, skills, and abilities that need to be transferred or
developed to assure the work can be accomplished when the reemployment provisions
It is the intent of the legislature that all participation in the retiree reemployment

terminate.
provisions by employers and rcemployed retirees will end on July 1, 2009, unless that date is

extended by law.

(c)

from implementation of the retiree reemployment provisions, including an increase in the

The legislature also finds that there have been unintended consequences resulting

unfunded liability of the retirement systems and the failure to realize savings in the health

expenses of the retirement systems as a result of the practice of some employers ol

withdrawing health and medical coverage for rcemployed retirees. It is the intent of the

legislature that employers that benefit from the provisions of the retiree reemployment

provisions pay any increase in unfunded liability that results to the retirement systems and

that employers provide rcemployed retirees with the same health and medical benefits

provided to other active employees.

* Sec, 2. AS 14.20.135 is amended by adding a new subsection to read:

(c) If a school district or regional educational attendance area hires a iclired
teacher under this section and the retired teacher who has been rehired elects to
continue receiving benefit payments during the period of reemployment under
AS 14.25.043(b), the employer of a retired teacher who has been rehired under this
section shall provide health and medical benefits to the renred teacher who lias been
relured. If the retired teacher has been rehired as a full-time teacher, the teacher's
employer shall provide the same health and medical benefits to that teacher as the

employer provides to other full-time teachers, and the teacher may not receive
retirement medical benefits during the period of reemployment.

* Sec. 3. AS 14.25.043(a) is amended to read:

2

SSSSB 24(FIN)
Undurliiu.'d (DEIETEC TEXT LRACKETED)
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(a) If a retired member again becomes an active member, benefit payments
may not be made during the period of reemployment [UNLESS TIIE TEACHER
MAKES AN ELECTION UNDER (b) OR (c) OF THIS SECTION]. The retirement
benefit must be suspended for the entire school year if the teacher is rccmploycd as an
active teacher for a period equivalent to a year of service. During the period of

reemployment, [THE MEMBER IS SUBJECT TO AS 14.25.050, AND] deductions

from the member's salary will be made in accordance with AS 14.25.050,

* Sec. 4. AS 14.25.043(b) is amended to read:
(b) A school district or regional educational attendance area that has adopted a

policy that permits the employment of retired teachers in accordance with

AS 14.20.135 shall notify the administrator that it is hiring retired teachers under
AS 14.20.135. A teacher who retired under AS 14.25.110(a) and subsequently
becomes an active member under a policy adopted in accordance with AS 14.20.135
may, within 30 days after the date of reemployment, elect to continue receiving benefit

payments during the period of reemployment by filing a waiver of coverage with the

administrator on a form provided by the administrator. An election under this

subsection waives coverage for the period of reemployment and is irrevocable during

the period of reemployment. The period of reemployment is considered to end

when this subsection is repealed or the person stops working, whichever occurs

first. A teacher hired to work as a full-time teacher who makes the election to

continue to receive benefit payments mav not receive retirement medical benefits
dnrinu reemployment hut, instead, shall he covered under the medical coverage

provided hv the employer to active teachers. A teacher hired to work :is a less

than full-time teacher who makes the election to continue to receive benefit

payments mav continue to receive retirement medical benefits. Deductions from
the member's salary may not be made under AS 14.25.050 uuring the period of
reemployment, and the member may not receive credited service for the period of

reemployment. A menber who participated in a retirement incentive program under
tli. 26, SLA 1086, ch. 89, SLA 1080; ch. 65, SLA 19%; ch. 4, FSSLA 1996; or ch.
92. SLA 1907, is not eligible to make an election under this subsection.

* Sec. 5. AS 14.25.043(e) is amended to read:

-3- CSSSSIt 24(KIN)
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(e) A member who retired under AS 14.25.110(a) and participated m a

1

2 retirement incentive program under ch. 26, SLA 1986; ch. 89, SLA 1989; ch. 65, SLA
3 1996; ch. 4, FSSLA 1996; orch. 92, SLA 1997, who is subsequently reemployed as a
4 commissioner and becomes an active member may, within 30 days of the date of
5 reemployment, elect to continue receiving benefit payments during the period of
6 reemployment by filing a waiver of coverage with the administrator on a form
7 provided by the administrator. An electior, under this subsection waives coverage for
S the period of reemployment and is irrevocable during the period of reemployment.
9 The period of reemployment is considered to end when this subsection is repealed
10 or the person stops working, whichever occurs first. A commissioner hired to
1 work as a full-time employee who makes the election to continue to receive
12 benefit payments may not receive retirement medical benefits during
13 reemployment hut, instead, shall be covered under the medical coverage
14 provided hv the emplover to active employees. A commissioner hired to work as
15 a less than full-time employee who makes the election to continue to receive
16 benefit payments may continue to receive retirement medical benefits.
17 Deductions from the member's salary may not be made under AS 14.25.050 during the
IS period of reemployment, and the member may not receive credited service for the
19 period of reemployment. A member who makes an election under this subsection
20 does not lose the incentive credit provided under the applicable retirement incentive
21 plan and is not subject to any related reemployment indebtedness.

in * See. 6. AS 14.25.070 is amended by adding a new subsection to read:

23 (b) Each employer of a retired teacher rchired under the authority of
24 AS 14.20.135 shall make contributions to the unfunded liability of the system on
25 behalf of that retired teacher at the rale that the employer is making contributions to
26 the unfunded liability of the system for other teachers.

27 * Sec. 7. AS 39.35.150fb) is amended to read:
A member who retired under AS 39.35.370(a) and subsequently becomes

28 (b)

29 an active member may, within 30 d; >f the date of reemployment, elect to continue
30 receiving benefit payments during the period of reemployment by filing an election
31 with the administrator on a form provided by the administrator. An election under this

o
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subsection waives coverage for the period of reemployment and is irrevocable during

the period of reemployment. The period of reemployment is considered to end

when this subsection is repealed or the person stops working, whichever occurs
first. A member hired to work as a full-time employee who makes the election to
continue to receive benefit payments may not receive retirement medical benefits
during reemplovment but, instead, shall be covered under the medical coverage
provided hv the employer to active employees. A member hired to work as a less
than full-time employee who makes the election to continue to receive benefit
payments may continue to receive retirement medical benefits. During the period

of reemployment, deductions from the member’s salary may not be made under

AS 39.35.160 and the member may not receive credited service. A member who

participated in a retirement incentive program under ch. 26, SLA 1986; ch. S9, SLA
1989; ch. 65, SLA 1996; ch. 4, FSSLA 1996; or ch. 92, SLA 1997, is not eligible to

make an election under this subsection unless the member is reemployed as a

commissioner.

* Sec. 8. AS 39.35.150 is amended by adding new subsections to read:
(f) Notwithstanding (b) of this section, a member employed by a political

subdivision or a public organization may not make the election provided in (b) of this

section unless the member's employer has adopted a policy that permits the

employment of retired employees in accordance with (g) of this section. The
administrator shall accept the election of a member subject to this subsection ;f the
governing body or the person with hiring authority for the political subdivision or
public organization certifies that the appointment to the position being filled by the
retired member was the result of the competitive hiring process required under (g) of

this section.

(gl In accordance with this section, a political subdivision or a public
organization that has or anticipates having a shonagL of employees qualified for
particular job classes may, by resolution, adopt a policy that permits the employment
of employees who retired under AS 39.35.37li(a), wht have been separated from
employment for at least 30 days, and who arc qualified for particular fob classes. The

policy adopted by resolution must describe the circumstances that constitute the

5 CSSSSIt .| (FIN)
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shortage. The policy must require recruitment proceduies similar to the procedure

described in (h) of this section for any position filled by a retired employee under (f)
of this section. If a shortage of qualified employees exists as described in the policy,
the political subdivision or the public organization shall notify the administrator that it
is hiring retired members under (f) of this section and shall provide a copy of the
resolution and policy adopted by the resolution to the administrator of the public
employees' retirement system (AS 39.35).

(h) Notwithstanding (b) of this section, an employer in the executive branch of
state government may not allow a member hired to fill a position that requires
recruitment to make the election provided in (b) of this section unless

(1) the employer conducted an initial recruitment for at least 15 days
for the position to be filled by the member making an election under (b) of this section
that resulted in fewer than five qualified, eligible, and available applicants, including
the retired member; and

(2) the employer then conducted an additional recruitment and the

additional recruitment resulted in fewer than rive qualified, eligible, and available
applicants, including the retired member; this additional recruitment period added to

the initial recruitment period must be at least 30 days total.
* Sec. 9. AS 39.35.270 is amended by adding a new subsection to read:
(b) Each employer of a retired member rchired under the authority of
AS 39.35.150(b) shall make contributions to the unfunded liability of the system on
behalf of that retired member at the rate that the employer is making contributions to
the unfunded liability of the system for that employer's other members.

* Sec. 10. Section 12, ch. 57, SLA 2001, as amended by sec. 6, ch. 15, SLA 2003, is

amended to read:
Sec. 12. AS 14.20.135. as amended hv see. 2 of this Act: AS 14.25.043(b),

as amended by sec. 4 of this Act, 14.25.043(e). added by sec. 3. ch. 15 SLA 2003.
and as amended by sec. 5 of this Act [OF THIS 2003 ACT]; AS 39.35.120(b)(2),
39.35.150(b). as amended by sec. 4.cli. 15. SLA 2003. and by sec. 7of this Act |()F
THIS 2003 ACT], and 39.35.150(c) are repealed July 1. 2009 [2005],

* Sec. 11 The uncodified law of the State of Alaska enacted in sec. 13, eh. 57 SLA 2001,

of|-
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is amended to read:

2 See. 13. REPORT TO LEGISLATURE. Annually, beginning in 2002 and
3 ending in 201(1 [2006], the administrator of the teachers' retirement system and the
4 administrator of (he public employees' retirement system shall report to the
5 legislature by the 30th day of the regular legislative session concerning the effect of
6 this Act, as amended, on the retirement systems. The administrator of the public
7 employees' retirement system shall include information in the report regarding
8 the efforts of employers in the executive branch to address the recruitment
9 difficulties in job classes in which retired members have been rehired.

10

1 are repealed July 1, 2009.

12 * Sec. 13. Sections 5, 7. and 9, ch. 58, SLA 2001. arc repealed.

13 * Sec. 14. The uncoditied law of the State of Alaska is amended by adding a new section to
14  read:

15 j VVAIVLR OF APPLIirAP.I1 PIY OF SECS. 2. 4, AND 5 OF THIS ACT TO
16 RETIRED TEACHERS WHO MADE AN ELECTION UNDER AS 14.25043(b) OR te)

17 BEFORE NOVEMBER 3. 2004. AND CONDITIONS APPLICABLE TO SERVICE FROM

IS JULY 1 2005. THROUGH DECEMBER 31,2006. From July 1, 2005, through

December 31. 2006? the amendments made toAS 14.20.135 utul AS14.25.043 by secs. 2. 4.

19
20 and 5 of this Act do not apply to a retired member who was rehired and made an election
21 | under AS 14.25.043(b) or (c) before No\ember3, 2004, if that person continues to serve in

22 s the same position. This section applies, notwithstanding the requirement ot AS 14.25.043(a)

23 that lie suspension of retirement henetits expires at the end of a school year. However, this

24  section docs not apply to employers who are required to provide health and medical henetits

25 under AS 14.20.135(e), added bv sec. 2 ol ‘'his Act. regaidle.xs ol whether a teacher receives

26 retirement medical henetits under this section

27 *Set. 15. The urivodificd law of the State tif Alaska is amended In adding a new section to

28 rlad:
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2005, THROUGH DECEMBER 31, 2006. From July 1, 2005. through December 31, 2006.
the amendment made to AS 39.35.150(b) by see. 7 of this Act docs not apply to a retired
employee who was rehircd and made an election under AS 39.35.150(b) or (c) before
November 3, 2004, if that person continues to serve in the same position. However, this
section docs not apply to employers who are required to provide health and medical benefits
under AS 39.35.150(b), as amended by see. 7 of this Act, regardless of whether a member
receives retirement medical benefits under this section.

* Sec. 16. The uncodificd law of the Slate of Alaska is amended by adding a new section to

read:
CONDITIONAL RETROACTIVITY. Ifsees. 2 and 4 - 10 of this Act take effect alter

July 1, 2005, secs. 2 and 4 - 10 of this Act are retroactive to July 1. 2005

* See. 17. Section 15, ch. 57. SLA 2001. is amended to read:
Sec. 15. Sections 3. 5.9. and 12 of this Act take effect July 1 2009 [201)5]

* Sec, 18. Section 13, ch. 58. SLA 2001. is repealed

* Sec. 19. Section 3 of this Act takes effect July 1. 2009.

* Sec. 20. Except as provided in sec. 19 of this Act, this Act takes clfect immediately under

AS 01.10.070(c).
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CS SH24(HN)
Summary of Provisions

Amends AS 14.25.043(h). AS 14.25.043(c) mul AS 39.35.150(h) (Sections 4. 5 and 7)
Clarifies that the period of reemployment for rehired retirees is considered to end
when the authorizing statutes are repealed or when the individual separates from
service, whichever occurs first.

Insert new sections AS 14.20.135(e) and amends AS 14.25.043(h). AS 14.25.043(e) and
AS 39.35.150(h) (Sections 2. 4. 5and 7)
Requires a PI-RS or TRS employer to provide the same health insurance to a
retiree that is rehired into a full-time position as provided to all other full-time

members.

Also require! a retired member to Suspend their retirement health coverage if
returning to work in a full-time position.

Provision will restrict an employer from achieving a cost savings hv shifting
health care costs irom the employer’s active health insurance to the retirement

-.ystom

\mends hill language in AS 14.25.070 and AS 39.35.270 (Sections 0 and 2)
Requires employers to contribute to the retirement system lor rehired retirees at
the same past service late they contribute to the unfunded liability of the system

for other mcmivrs.

Provision will ensure there is no additional cost to the system.

In-.cn new section AS 39.35.15()if) and <g) (Section Si
Rcquiic' political stiljN idctus or public organizations in adopt a policy by
lesolniion prior to rehnmg ictncd members. I’oluy must include a period of
sepaiation from emplm meni lor at least 30 days I'dr retirees and a description of
tlie’ cii'cumst.uiccs that constitute the shortage ol omplouvs qualified lor
paiocular juh classes Policy must also require a competitive recruitment similar
to what is required for the euvutiu* blanch oi slate government under AS

*5,15()ih)

liiseit new section \S <9.35.150(h) (Section S)
Requites the Stale of Alaska and other PliKS emplo\eis (political siibdi\ isions or
public organizations) to recitni (of a minimum 30 da\s and result in an applicant
pool of Icuci than lire qualilicd. eligible, and nmiluhlc applicants.



Amends uncodified law enacted in vnction 13. ch. 37, SLA 2001
Requires the administrator of the PURS .system to include information in the
annual report to the Legislature regarding the efforts of 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)
Notwithstanding the sunset of the program June 30, 2005, those individuals who
were rehircd prior to November 3, 2004 are authorized to continue to receive their
retirement benefits until December 31. 200b or until they separate from service.
However, if a retiree was rehired on a full-time basis' prior to November 3, 2004
and the emplover failed to provide active health insurance, the employee is not
authorized to continue to receive retirement health insurance as their primary
coverage. All employee will be required to provide their full-time rehired
employees health and medical benefits offered to their other employees.

Individuals who were rehired alter November 3. 2004 will be required to comply
with all the requirements established in this act.

Amends sunset date in Section 15 eh. 57. SLA 2001 (Section 17)
Authoiiles the rehire of retirees as long as they meet all the requiiemenls in this
act until Jub 1.2000. | nless extended by law, all iiuliv iduals relured who elect
to continue receiving retirement benelits. must by July 1. 2000 <l idecide to
continue working, accrue additional benefits, resume p.ivmg into the system and
suspend thffir retirement benelits or i 2: separate from service *iul continue to

receiv e their retirement benefits
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Sponsor Statement
CS SS SB 24(STA)

".In ,let reid/ini" la reemployment of and henelits for retired teachers and public employees and
im teachers or employees who participated m retirenu nr incentive programs and are
aihsetpiently n employed its a commissioner; and providing lor an cl/cctivc date. "

CS SS SB 24 (STA) would extend for one year a program that was established under a
program authorized by MB 242 in 2001 that allows retired teachers and public employees that
retired under normal retirement or those individuals that retired under the Retirement
Incentive Program (RIP) and are subsequently reemployed as a commissioner; to return to
the workforce without foregoing their retirement benefit payments during their period of
return. In addition, it mandates that employers who have hired a retiree under the program
must offer health insurance and the employee no longer receives medical coverage from the
retirement system. It also requires the employer to pay past ser\ ice contributions to the
retirement system for reliires at the same rate as lor all other employees.

| bis legislation will provide a management tool toussim Alaska’s public employers v;ho are
having difficulty lilling vacancies. It will also enable employers to develop plans that

address the knowledge, skills, and abilities that need to he transferred or developed to assure
the work can be accomplished when the reemployment provisions sunset on July 1. 2(=0().

| urge you to support this legislation
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Sponsor: Senator Gary Stevens
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Contact: Katrina Matheny. 465-4713

Fact Sheet fur: Senate Bill 24
Short Title: REEMPLOYMENT OF RETIREES

Summary:

m Allows stale employees who are working as of July 1. 2005 under a program
authorized by House Bill 242 in 2001 to continue to receive retirement pay for one
year, then ends retirement payments while employed.

m Mandate* that employers who have hired a retiree under the program must offer
health insurance and that the employee no longer receives medical coverage from
the retirement system.

m Requires an employer to pay past service contribution to the retirement system for
rehires at the same rate as for all other employees.

m Repeals duplicate sections inadvertently included in previous legislation.

Benefits:

m Ciives employees hired under | IB 242 one year to transition betore losing
retirement pay.

= (lives employers a year to transition the existing worklorec to meet demand when
re-emphnment provision!) sunset.

m Reduces state costs by eliminating retirement system medical coverage and by
requiring the employer to pay past service contribution to the retirement system for
rehires at the same rate as for all other employees,

Background:

m [IB 242. passed in 20()l. allowed retired teachers hired under the "teacher shortage
program (AS 1420.135) and public employees who retired under normal
retirement to return to work and continue to receive both retirement pay and a
salarv.

Fact Stu’d Revision Data Monday, April 16, ZOCS 10 32 AM
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FROM THE OFFICE OF THE GOV

Frank It. Murkowski STATE OF ALASKA March OS. 2005
GOVERNOR OFFICE OF THE GOVERNOR
Al SKA]

ADMINISTRATIVE ORDER NO. 225

FINDINGS
I. Frank H. Murkowski, Governor of the State of Alaska, make the following findings:

1 Provisions ofeh. 57. SI. A 2001, commonly known as the retiree rchirc provisions
of MB 242. permit certain retirees who return to work in positions normally eovered by the
public employees’ and teachers’ retirement systems to waive active coverage under the
retirement systems and continue to receive state retirement benelits while working.

2. The purpose of the retiree rehire provisions of | IB 242 is to provide a management
tool to help address existing and anticipated recruitment problems faced by public
employers who participate in the retirement systems. The executive branch of state
government is| currently facing demonstrated recruitment difficulties in a variety ofjob
classes, particularly those job classes that require specific education or that require a strong
professional work history that is usually gained over a period of time working in a
professional field.

3. Consistent application of the retiree rchirc program i<f11B 242 is especially
important for recruitment for positions in the classified service to ensure that the principles
of collective bargaining are consistently met. Furthermore, it is essential that managers in
all stale agencies anticipate and plan for the eventuality of retirement of the state's seasoned
workforce in the classified service in a manner that does not undermine the state's
workforce or create morale problems among less experienc'd staff who arc preparing for
promotional opportunities created bv retirement of their coworkers.

4 The retiree rehire provisions of 1I1B 242 sunset on July |. 2005. and legislation
extending the use ofthis valuable management tool and addressing participation by current
rehircd retirees is unlikely to pass and be enacted into law unless the retiree relure program
is properlv managed to meet the Legislature's original intent.

ORDER

Under the authority rtfart. Ill. sees. | and 24, of the Alaska Constitution, I. Frank II.
Murkowski. Governor of the State of Alaska, order the following regarding appointment of
rehired retirees to positions in the classified service of the executive branch of state

government:

1  The hiring authority shall use the following competitive process for recruitment:

http://gov.state.ak.us/admin-orders/225.html 4 M “=>/2005
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A. an applicant must be recruited through a competitive process before an
appointment is made;

B. the recruitment must have been posted on Workplace Alaska for at least 15
days before an appointment is made;

C. the hiring authority must consider all applicants before making the
appointment; and

D. if the selected applicant would be appointed using the retiree rchirc
provisions of MB 242, the applicant must have been separated from state service for

at least 30 days.

2. Before a position is offered to an applicant using the 'etirce rchirc provisions of HB
242:

A. the recruitment described in (1) of this Order must have resulted in an
applicant pool of fewer than five qualified, eligible, and available applicants;

B. the hiring authority must demonstrate why no other applicant will have
the knowledge, skills, or ability to perform the duties of the positions after the full

probationary period; and

C. the approval for the hire must have been secured in writing from the
director of personnel in the Department of Administration.

3. Within 60 days after receipt of the director ol’personnel's approval under (2)(C) ol
this Order and the acceptance of the position by the person under the retiree rehire
provisions of HB 242. the hiring authority shall work with the division of personnel in the
Department of Administration to develop a plan that addresses:

A. the critical components ol the position:

B. the knowledge, skills, and abilities that need to be developed in the
workplace to assure that the work can be accomplished when the rehired retiree

leaves state service; and

C. a development plan lor accomplishing the transfer of know ledge.

4. Step placement for the salary | f an appointee under the retiree rehire program ol
1B 242 shall be determined by the hiring authority in accordance with applicable statutes,
personnel rules, collective bargaining agreements, and enforceable policies and procedures

5. Stale agencies are encouraged to develop a stiategic view of human resource
needs, including Ihc development of a workforce plan, with the assistance of the division of
personnel, to address the future needs ol the slate agency.

http://gov.state.ak.us'admin-ordcrs'225.html =1/19/21)05
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DEFINITION
In this Order, "state agency" means a department, office, or other organizational unit of

the cxeeutivc branch of state government; "state agency" includes a state board,
commission, authority, or independent state agency assigned to a department for

administrative purposes.
APPLICABILITY

This Order applies to all appointments made to the classified service of the executive
branch of state government on or after the effective date of this Order.

This Order takes effect immediately

DATED at Juneau, Alaska, this Sth day of March, 2005.

/s'Frank H. Murkowski

Governor
WWW.OOV .STATE AK.US
Cw Vs 201-fcfosent |[Conuei me Governor |Wi-bmasler |sialo of AiasVo
http://gov.stiite.iik.us/admin-orders/225.himl 4/11)/2(105
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Sponsor: City Manager

CITY OFHOMER
HOMER, ALASKA

RESOLUTION 05-39

A RESOLUTION OF THE HOMER CITY COUNCIL
SUPPORTING EXTENSION OF THE SUNSET PROVISION
APPLICABLE TO REEMPLOYMENT OF RETIRED
MEMBERS OF THE TEACHERS' RETIREMENT SYSTEM
AND THE PUBLIC EMPLOYEES’RETIREMENT SYSTEM.

WHEREAS, in 2001 the .Alaska Legislature enacted HB242 which amended the
statutes to allow certain Public Employees (PERS) and Teacher’s Retirement System
(TRS) members who retired with a normal retirement to return to work, continue to
receive normal retirement benefits, and waive further participation in the retirement
systems, and;

WHEREAS, on September 14,2004 the State of Alaska Attorney General’s office
advised that, once the legislation sunsets members enrolled in the program will no longer
be permitted to participate beyond the sunset date of July 1, 2005, and;

WHEREAS, the City of Homer currently has four employees participating in the
program, and;

WHEREAS, the program has provided the city with qualified experienced
personnel that would not otherwise be available and provided a substantial savings in
training costs.

NOW THEREFORE BE IT RESOLVED the City of Homer supports extension
of the sunset provision applicable to reemployment of retired members of the Teachers’
Retirement System and the Public Employee’s Retirement System.

PASSED AND ADOPTED by the Homer City Council on this 29th day of
March 2005.

CITY OF HOMER

Fiscal Impact: None
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MEMORANDUM 05-%4

TO: Mayor Hornaday and Homer
THRU: Walt Wrede, City ManagerU”
/
FROM: Sheri Hobbs, Personnel
DATE: March 22,2005
RE: PERS Retiree Reemployment Option

When an employee retires from the city or state they can begin collecting their PERS pension
and can work full-time with any employer as long as itis not aPERS employer. If they return to
work for a PERS employer their pension stops while they arc working. Due to a state wide
shortage of qualified experienced workers HB 242 was proposed.

The Alaska Legislature enacted HB242 in 2001 which amended the statutes to allow certain
Public Employees (PERS) and Teacher’s Retirement System (TRS) members who retired with a
normal retirement to return to work, continue to receive normal retirement benefits, and waive
further participation in the retirement systems. This legislation is scheduled to sunset on July 1,
2005. When originally enacted PERS was under the assumption if you returned to work and
applied for a waiver you could continue to work indefinitely. In a written opinion issued
September 14,2004 the State of Alaska Attorney General’s office explained that, once the
legislation sunsets on July 1,2005, members enrolled in the program will no longer be permitted
to participate. Several cities and school districts have employees in this program and have
requested the sunset provision be extended or eliminated. Two bills are being reviewed by the
Alasku Legislature. SB24 would extend the sunset date to July 1,2009 and SB31 which would

eliminate the sunset provision of July 1, 2005.

The City currently has three police officers and onejail officer participating in this program.
During the last few years it has become increasing difficult to fill police officer positions, not
just in Homer but around the state. We have increased salaries and benefits to make positions
competitive with other cities. In 1996 we received 87 applications for advertised positions in
2004 we received 15 applications. The City has been required to hire applicants, send them to
the academy and provide field training. This involves a minimum of one year of training and

over $20,000 in training costs.

With 11B242 we have the opliun of hiring or ichiring a 20 year police veteran who requires little
or no training. The employee waives PERS participation which provides the city a savings in
2005 of 10.42% of their salary. I1f HB242 sunsets on July 1,2005 wo will most likely lose all

four employees in the police department.

The city spends thousands of dollars over a 20 year career to train and certify employees in
specific fields. The program is a beneficial and cost saving tool in hiring and retaining
experienced workers for positions that are difficult to fill.



P.0.Box 8-2977
Fairbanks, AK 9
31 January, 2005

The Honorable Gary Stevens
State Senate

Alaska State Capitol

Juneau, Alaska 99801-1182

Dear Senator Stevens:

On June 30, 2005, provisions of HB 242 (2001) are scheduled to “sunset".
Sometimes referred to as the retire/rehire hill, a portion of this legislation was
intended to make State em{Jonment an attractive option to recently retired or
retiring State employees, at thé same time saving the State money and
preserving corporate experience. It provided the incentive that refurning
employees could waive further State and personal contributions to their
retirement account, in return for continuing to draw their original retirement pay
(just as they would if they went to work for another employer).

For those retirees who were going to continue a workm? life an)(way,, their
experience would be put to best use directly for the State, offsetting in part the
losses due to “brain drain” - losses that are expected to continue for the next
several years. In the current issue of the Division of Personnel's "HR Solutions",
it says "Over the next five years, 26% of the State employees are eh%yble to retire
based on age, retirement fier, and years of service. In some occupational
groups, the Tetirement rate is as high as 40%."

I'm writing to ask that Y}ou support elimination of that sunset provision, or
extension of it by another four to five year term. That would carry the State past
the current "clump” of retirements, and be long enough to make returnm? to State
employment an attractive option to those intending to retire this year (before the

sunsef provision takes effect).

There is a second reason for this request. One of the recent staff opinions from
the Attorney General's office on this subzect interpreted the existing law to not
only eliminate selection of the waiver option for retirees returning after June 30th,
but'also to withdraw that option from those retirees who have already returned to
State employment under those provisions. This despite the language in the law
that electionof the waiver option is made irrevocably, “for the term of
reemployment". |am one of these, having been rehired through the State's

competitive hiring process a year and a half ago.



The original legislation was passed with little or no opposition, and rightfu||>( S0 -
itis @ win-win situation for the State and for those employees who choose 1o
make their second career and extension of the first.

Thank you for s,oonsoring SSSB 24, which would extend the sunset provision by
several Years. appreciate your efforts to address this problem, and hope for the
sake of those whose retirement is imminent that the proposed legislation can be

passed and signed into law quickly.

Thank you.
Sincerely,

Gary C. Tyndall
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December 14, 2004

Ray Matiashowski, Commissioner
State of Alaska, Dept, of Administration
P.O.Box 110203

Juneau, AK 99811-0203

Subject: HB 242 Rehircd Retiree - PERS Employment Waiver

Dear Commissioner Matiashowski,

The PERS employment waiver option allows a retiree to reemploy with aPERS
employer and continue to receive PERS retirement benefits.

Your letter of November 3, 2004 conveying the State Attorney General Office’s opinion
that employees enrolled under this PERS waiver program will not be allowed to continue
with this program after June 30, 2005 has caused much distress for the six employees
working for the City ofKenai that are participating in the program,

The State of Alaska, Division ofRetirement and Benefits assured the City of Kenai and
its employees in writing that “Any member whp is participating in the program and
continues employment after 7/1/2005 will be allowed to continue participating in the
plan.” We expect to continue working under the PERS waiver program as it was

described to us by the state.

< The July I, 2005 date in HB 242 was the date set when employees could no
longer enroll in the PERS waiver program. It doesn’t make sense to allow
employees to enroll in the PERS waiver program right up to die same date they
would be required to rejoin the PERS onJuly 1, 2005. If the intent were to
discontinue benefits to PERS waiver participants on June 30, 2005 the legislature
would have stopped program enrollment long before July 1,2005.

= The stated intent of this legislation is to attract and retain a strong skilled work
force. It has been very successful for the City of Kenai, and also saved the city
money, and will save PERS money in the long run.

< The City of Kenai has 6 of the 308 statewide employees participating in this
PERS waiver program. Two are Department Heads, three arc Foreman, and one
is a Fire Captain. A '.'mely resolution to this problem is very important. The city
is starting our budget process and this has an impact on the budget and possible
hiring concerns of replacing very experienced supervisors.

05
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Employees made PERS decisions based on Alaska Division of Retirement and
Benefits’ assurance that the current participants in the PERS waiver program
would continue. Joint Survivor Option, Dental-Vision-Audio, and Long-Term
Care Insurance decisions may have been different if employees had been advised
they could no longer participate in the PERS waiver program after July 1, 2005.
Many would have taken the 100% benefit instead of the Joint Survivor Option if
they knew it was for only for a short period of time and not chosen to pay for the
Dental-Vision-Audio option if they thought they might be returning to the city’s
insurance plan.

Employees have made financial, personal and life-altering decisions based on the
Alaska Division of Retirement and Benefits representing that the PERS waiver
program would continue. Investments, contracts, loans, and retirement decisions
have been based on the PERS waiver program continuing. Discontinuing the
waiver program will significantly affect employee’s futures.

If participating employees who elected the PERS waiver option were discontinued
onJuly 1, 2005, the results  would be confusing. The second time an employee
retires do they get to make all new benefit decisions? When the employee goes
offPERS medical insurance and back on the employers insurance will new
deductibles start? Docs the time in the waiver program count as lime before the
cost of living increase goes into affect?

On May 5, 2004 the City of Kcnai passed a resolution limiting future opt-out
PERS participants to 5 years in the PERS waiver option program. The city
interpreted HB 242 and was told by Alaska Division of Retirement and Benefits
that the PERS waiver option program would continue for enrolled participants

beyond July 1, 2005.

Keith Koruclis, Public Works Manager Scott Walden, Fire Chief
1-907-283-8232 1-907-283-7666

/MhL LU JL - LaEr i H U ”

Mike Wichman, Shop Foreman Walt Williamson, Fire Captain

Fred Macvic, STP Foreman Mban Young. W &/S Forcmaj}
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CITY OF KENAI
"6 1l Capital Al&iha™

210 FID4LGO AVE,, SUITE 200 KENAI. ALASKA 30611-7794
TELEPHONE 907-283-7535
FAX 907-283-3014 Hr*H

January 6, 2005

Governor Frank Murkowslc
State of Alaska

P.O. ox 110001

Juneau, AK 99811-0001

RE: CITY OF KENAI RESOLUTION NO. 2005-02 - SUPPORTING LEGISLATION TO
CONTINUE THE REHIRED RETIREE EMPLOYMENT WAIVER PROGRAM ENACTED BY

HB242 IN 2001 FOR THOSE CURRENTLY ENROLLED.

Dear Governor Murkowski:

Enclosed is a copy of the Citv of Kenai Resolution No. 2005-02 which was unanimously passed
at die January 5, 200S meelrncr ot the Kenai City Council

Through their resolution, the Council has stated its concern the interpretation of HB242 has
changed since the bill was enacted; the provisions of the bill, through information provided in
writing by the Division of Retirement and Benelits, was used as n basis for negouutmg
agreements by the City of Kenai. its employees, as well os other public employees throughout
the state, these negotiations were done in Rood faith, and, the stated terms and condiuons

should be honorca.

The City of Kenai supports legislation to continue the Rehired Reiner Employment ttuiver
Program enacted by HB242 in 2001 for these currently enrolled in the program and also
supports such legislation to be acted upon early in the 2005 session.

If you have any questions, please contact tnis office.

CITY Of KENAI

Caiol L Freni.
City Clerk

CIf

Enclosure
CC: 24"* Alaska State Legislature
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March 7, 2005

Attention Gary Stevens & Committee

Re: SB24

Dear Mr. Stevens & Committee:

My name is Dan Young & Ilwork for the City o f Kenai, DepL of Public Works, water
& sewer foreman, where | have been employed for 25 years.

lam* tier 1 & joined the HRetiremenl-Back to Work Program" last June (2004),
after months of very careful research, and consultation with PERS & the City of
Kenai. The opportunity to join this program was to “sunset” (end) in June of
2005 - NOT the “retirement-rchire, back-to-work” benefits program. This
program was made very clear to us by PERS counselors, as well as the City of
Kenai. There were only a few City employees who were ev».n eligible to accept this

retircmcnt-rehire package.

| had to cash-in AlJ. of my $30,000 retirement stocks, with the City of Kenai, to
buy my 4 years of Coast Guard time to add to my PERS retirement, which was
encouraged by the PERS consultant. Every' dime | had in the City of Kenai
retirement program has gone to the State of Alaska PERS system.

The only reason, 1considered this program in the first place, was to try and get
ui> house paid off before my 75thbirthday.

NEVER, would I, or anyone else on their right mind, of considered entering this
PERS retirement-rehlre system for only 12 months of PERS benefits.

It will be an extreme financial hardship to lose this retirement-rchire benefit.
PI-LASF. unuerstand | had to make many life altering decisions to enter litis PERS
retiremcnt-rehire program that was presented as a lifetime offer & NOT an offer for

ta months.

Sincerely

City of Kenai
Dept, of Public Works
W ater-Sewer Forem 'n

02



FRANK H. MURKOWSKI
GOVERNOR

P.0. BOX 25526

DEPARTMENT OF FISII| AND GAME JUNEAU. AK 99802-5526
ALASKA BOARDS OF FISHERIES AND GAME G 550

March 12,2005

Th| Honorable Gary Stevens
Alaska State Legislature
Room 111; Slate Capitol
Juneau, AK 90801

Dear Senator Stevens:

I am wrii.ng on behalf of the Alaska Board of Fisheries (board) in support of Senate Bill 24. As you
know, the board works closely with the Department of Fish and Game (department) in carrying out
the boatd’s responsibilities to allocate the state’s lisheries resources. The board relies heavily on the
data, knowledge, and experience the department’s staff brings to the board s process. |he board
supports the grandfathering in of the existing program participants and the extension of the

retrre.'rehire program.

I he retire'rehire program has been of great value to the department in retaining highly qualified
biologists and managers who were eligible to ielite and seek employment elsewhere. If this
program is allowed to lapse, the department could lose many of these employees to the federal
government, whose salaries are well above those paid by state agencies. Neither the board nor the
department can atford to lose such valuable and highly qualified employees whose historic,
biological, and local knowledge arc integral to wildlife and fishery management in the State of

Alaska.

In closing, the boaid would lik< to offer you its support m passage oi S B. 24. I’lcase share this
letter wnli vnur colleagues, and feel tree to contact nu it you have am questions or would like

additional information

Sincerely,

Art Nelson, Chair
Alaska Board of Fisheries



March 17, 2005

Senator Gary Stevens
State Capitol, Room 103
Juneau, AK99S01 -11S2

Re: SB 24, Rctirc/Rchire Bill

Senator Stevens,

| am a seasonal employee of the Alaska Department of Fish and Game in Kodiak.
Mthough 1I’'m a reiirec/rehire, | am not working in the position that | retired out of.

| believe this program serves a useful purpose for the slate if correctly applied. It is my
understanding the intent of the original legislation was to fill vacancies where personnel
shortages existed. The value to the state was derived when critical positions were filled
despite a lack of qualified applicants, state contributions to PERS and TERS were
reduced and experienced personnel provided more efficient service.

The relire/rehire program is a valuable tool that hiring managers couid utilize if necessary
to fill positions V\. ere qualified applicants are not available. It should not he a reward
program for the “good old boys”. | was surprised myself to learn that reldres couid come
back into their okl positions at the same salary and step increase as they previously
received. That part doesn’t seem right. Those step increases are considerable pay raises.

| think the program should be extended but additional controls may be appropriate.
1) Confirm that a personnel shortage does exist for any particular vacancy.
\llow the retiree to be hired only if there are no qualified applicants,
especially current slate employees.
2) Mandate the rehire salarv begins at the entry-level pay step.

On a more personal note, even if the program is not extended for new retirees, those
people already working in this Capacity shoiml he allowed to continue in their job without
terminating. retirement benefits. VVIiui | retired and came hack into service. | received
conflicting advice from the Division of Retirement and Benefits as to whether or not |
coultl continue in my position after 2005 and continue receiving benefits My retirement
benefits alone or my seasonal salary alone are not sulficn.nt to maintain my household.

Thank you lor vum consideialion ot this in portant matter. IMease continue to support SB
24
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Hi Gary,
Greetir%lqu,from Kodiak. 1am in support of SB24/HB 161and felt my input may be helpful. First, lam a
rehired/retiree. Iam a groundfish age render. One of a handful in’the state. ! hsve a significant backlog of
structures to age here in Kodiak. |would be happy to train someone to replace me. | am however well aware
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wage/retirement issues, as well as some of the hiring procedures, have madv. uo-fficj* to 'md qualified.
LONG-TERM employees. , , , ,
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check, because of the fewer months 1 work. ( Also, in case you are interested |rehired at a lowerwage,
approx 7 steps lower, than | retired at.) , , , , .
(Ij?ert/—\_ -ps, slome creative checks and balances/ alternatives could be considered if the bills meets wivh much
Isa™, "oval. _ , _ o ,
| personally would like to see the slate fix tne system instead of fiMing potholes but things have gone too far to

do that quickiy. | appreciate your efforts.
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Senate State Affairs Committee
UB 242 Follow-Up
March 3, 2005

Question: What were the calculated savings for employers who rehired retired
members under HB 242?

Since rehired retirees waived participation in the retirement systems, payroll information
was not reported to the retirement systems. However, the State of Alaska has provided the
attached spreadsheet showing $1,091,720 in savings as a representation of the potential
savings experienced.

Question: What were the age demographics of MB 242 retirees who participated in
the rehire program?

Teachers' Retirement System (TRS)

Age at 40-44 45-49 50-54 55-59 60-64 65+
Retirement
No. Retirees 7 45 63 65 14 5

Public Employees' Retirement System (PERS)

Age al 40-44 45-49 50-54 55-59 60-64 65+
Retirement
No. Retirees 15 50 46 172 Jt 16

Questiun: Can you proactively determine who was advised in what manner.

In general, we can state that Retirement personnel counseled about twenty of the
participating employers regarding our understanding of the bill provisions. We also
believe we actively counseled in person, by letter and by phone about 175 individuals who
are participating in the program. A spot search of 20 PERS and TRS member microfiche
records has not indicated any letters to members specifically about this issue However,
our understanding of this provision has been part of our Retirement Process seminars for
both PERS and 'l RS for the duration of the legislation and we estimate we have distributed
the rehire information to approximately 2,000 members.

Question: What is the percent of employees who were enrolled in the program who
have then left.

System Total Waivers Piled Total Active % Retirees Leaving
Waivers the Program

PERS 297 211 30%

1RS 187 124 34%

bciuic Suic Atf.urs lilt 2J?. Follow Up I 03/03,05



Question; What was the total number of teachers aides and where were they located

There were 7 teachers aides hired. The majority were with Northwest Arctic School
District and the Kenai Peninsula Borough School District. There were 3 hirea by the
Anchorage School District, 2 in Special Education and | in Indian Education.

Scp-1i1Slitc Affaus iIB 712 Follow-Up 03/03/05



PERS Saving from HB 242 from January 1, 2001 through January 31, 2005

t Department Total
Governor's Office 25,544
Administration 50,325
Law 40,184
Revenue 15,211
Education and Early Development 27,480
Health and Social Services 105,961
Labor and Workforce Development 5,924
Commerce, CommunitX and Economic Development 21,873
Military and Veterans' Affairs 14,864
Natural Resources 52,131
Fish and Game 213,695
Public Safety 171,176
Environmental Conservation 16,363
Corrections. 83,743
Transportation 184,395
Legislative 62,851
Grand Total 1,091.720

Sources: DB2 Connact through PP 1/31/05 to Access, AKPAY
Paramoters-Gross SaInry-fEnrnin?s codel between 3-16 and 434)

X.Projocts/HB 242/HB 242 Cost Difforonco-DOP-050223
Prepared by C. Preocs, Hunan Resource Specialist, Division ol Personnel
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To: Sen.G Stevens at: 4r 3517
ALASKA

211 Fourth Street, Suite 110
Juneau, Alaska 99001-1172
(907) 586-2020
(907) 463-2545 Fax
E-Mail: ufa8ufa-llsh.org
www.ufa-tish.org

March 8, 2005

Senator Fred Dyson, Chair

Senate Health, Education & Social Services Committee
Alaska State Legislature

State Capitol (Mail Stop 3100)

Juneau AK 99801-1182

Dear Senator Dyson,

United Fishermen of Alaska (UFA) represents thirty-one Alaska commercial fishing
groups and hundreds of individual fishermen, crew members and related businesses. The
UFA Board of Directors recently met and discussed SB 24 regarding the retirement and

reemployment of certain public employees.

UFA supported House Bill 242 in 2001 as a way for the state to retain qualified biologists
and administrative personnel in the Alaska Department of Fish and Game. At that time,
the management of subsistence fisheries on federal waters was shifting to federal
management and federal pay scales were luring qualified fisheries personnel from Alaska
Department of Fish and Game. Alaska's highly regarded fisheries management requires
the retention of highly qualified employees with local knowledge.

UFA supports SB 24 to continue this worthwhile program to retain key fishery
management personnel.

Respectfully,

Ytyyul
Mark D. Vinsel
Executive Director

MCMQER.PRGAHIZAI1QNS
AiJtkj Cut? Coalition =Alaska Drngpers Association mAlaska Loriglini fishermens Ain  »tneArmstrong Kola <Al-sao Processors Association
Bristol Buy Reocrvc mConcerned Are* 'M* fianarmen mCordova D«utct Ushsrmon Unilud mDougUi Island Pink and Chum
\ tilling Vestel Ownart Atiociailan *Groununin Fotwn mKanal Peninsula Frshormnn'a Association mKodiak Regional Aquaculture Association
North Pactflc Fisheries Association mNorth Pacific SeaSop Cooperalkta mNorthern Soulhaaal Regional Aquaculture AatociaUon
Old Harbor fishermen's Association mPetersburg Vessel Owners Association «Prince WHkwn Sound Aquacutura Corporabon
Purso Scmo VesuH Owner Association = Soalood Producers Cooperative «Southeast Alaana Hairing Seiners Marketing Asiucistron
Suul/MBst Alaska r iihsrman's Alliance «Southeast Alaska Hogional Dtvo Fisheries Association mSoutheast Alaska Somers Association
Southern Southaait n-gional Aquecunura Association «Umitad Catchnr Fkxito mUnited Saknon Association  Unrtod Southeast Alaska Gllinettcis
Valdsz Pi»harms DaviNoomerrt Association « Whtturn Culf of Alaska ' ahermofi


http://www.ufa-tish.org

Mar 15 05 09:f£4a Dan & Nita Young 1 307 262 7777

3 - /tf-

S/2

z/XyL&c/s-
7 N Cc,&p?7aLTs/Ny &&N2A4LA4L£LLjt& r< JS#
itc A s
N A%>0 /Nr772n Nzy 30+ 3M X Nty
J / — =N ! , _
3NjLra y& "rMLsY? &&&m 3 & A/<f{lV
*H#H & & N T 278 ' NT 7T N/
A Sv~A Lijt  ,4 A
~ 6
T ~
f/ y 5 STAAMNtAnANy N jn sfs O, /"™33C \
sO Stv/uK ' a& U tli& s*~ 9 /) ** & /i+ rsi& t-
\ p///r/% 62-7777

/7b 3 ?x 2707
3&At/9/, /fj& sx fi <PE>//



Mai' 15 05 09:24a Dan B Nita Young 1 907 262 7777

March 7, 2005

Attention Gary Stevens & Committee
Re: SB24

Dear Mr. Stevens & Committee:

My name is Dan Young & | work for the City of Kenai, Dept, of Public Works, water
& sewer foreman, where I have been employed for 25 years.

t am a tier 1 & joined the “Retirement-Back to Work Program” last June (2004),
after months of very careful research, and consultation with PERS & the City of
Kenai. The .opportunity to join this program was to “sunset” (end) in June of
2005 - NOT the “retirement-rchirc, back-to-work” benefits program. This
program was made very clear to us by PERS counselors, as well as the City of
Kenai. There were only a few City employees who were even eligible to accept this

rctirement-rchirc package.

I had to cash-in ALL of my $30,000 retirement stocks, with the City of Kenai, to
buy my 4 years of Coast Guard time to add to my PERS retirement, which was
encouraged by the PERS consultant. Every dime 1 had in the City of Kenai
-ctiremcnt program has gone to the State of Alaska PERS system.

t

The only reason, I considered this program in the first place, was to try and get
my bouse paid off before my 75hbirthday.

NEVER, would I, or anyone else on their right mind, of considered entering this
PERS-rclircmcnt-rchirc system for only 12 months of PERS benefits.

It will be an extreme financial hardship to lose this rctirement-rehirc benefit.
PLEASE understand 1 had.to make many life altering decisions to enter this PERS
rctircment-rehire nroeram that was presented as a lifetime offer ttNOT.an offer for

12 months. —

City of Kenai
Dept, of Public Works
Wntcr-Sewcr Foreman
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Supreme t fnut of Alaska.
Gerald 2 CRUM. Appellant.
\
Robert STALNAKHR. in his official ea|)aeity as the
administrator of the
Teachers' Retirement System, Appellee.
No. S-7258.

April 25. 1997.

Retired  teacher sought judicial review of
administrative denial ol his claim lor unused sick
leave credit in Teachers Retirement System. The
Superior Court. Third Judicial District. Anchorage,
Milton M. Sonter.J. upheld administrative ruling, and
leather appealed. The Supreme Court. | 4 .J., held
that doctrine of ei|tiitable estoppel required Teachers'
Retirement Syslem to weept teacher's application.

Reversed and remanded.
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141 Estoppel » H 02.2(2)

156k62 2i2) Most Cited Cases

Doctrine of equitable estoppel required slate
Teachers’ Retirement System to accept retired
teacher's late application for unused sick leave credit:
syslem asserted position by failing lo timely provide
teacher with proper form or clear notice of claims
procedure, teacher's failure to timely lile claim form
in reliance on such failure was reasonable, teacher's
reliance resulted in prejudice, and application of
estoppel prevented teacher from .suffering substantial
and unfair hardship while causing no harm lo public.
AS 14.25.115: Alaska Admin. Code title 36, §
36.290(a).

5 1Appeal and Error 2~ 117 1( 11

3(0k17 h Ij Most f iled ('ascs

Supreme Court will consider new arguments on
appeal if issue is: not dependent on any new or
controverted lacts: closely related to appellant's trial
court arguments, and could have been gleaned from
pleadings.
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Issue ol whether Dive,ion of Retirement and Benefits
violated its own wiitteu policy by not providing
teacher wiih proper torm to claim unused sick leave
credit upon his iclircment was properlv before
Supreme ( nun, despite contention that teacher tailed
to make suiHi argument below; Teachers' Retirement
Sy tun Moaid nl Duedors squarely addressed issue
of'equitable estoppel, and its decision reflected that il
was iware of teachers urcumcnt that Division failed
lo give hiill proper form.

17] Estoppel 1H">2.2'2>

IMiMi? 2(\) Mosi t iied ( ‘uses

I or pmpose ol deiei milling applicability ol doclimc
ol equitable esloppel lo icgiiue goveinmenial agency
lo accept lolucd leachei’s late filing of claim for
unu'cd sick ciedit. agency's omission in tailing to
provide loim or dear notice of claims procedure at
tune of teacher's retirement constituted assertion of
agency's position bv conduct or words, in that il
constituted mloiiu wheie agency was under duly lo
speak
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John R. (iiiyninc. /mistanl Attorney Cieneral, ;nul
Bruce M Bolcllio. Atljrney General, Juneau. for

Appellee.

*1255 Before COMPTON. c.J., and
RABINOW1TZ. MATTHEWS. I-ASTAUGII and

PABIJi. JJ.

OPINION

FAB I;. Justice.
i. INmoDiirnoN

Tin* ;ippe;i| arises from the denial of n claim hy
Gerald Crum for unused sick leave credit in the
Ictcher-v' Rdticmeiii  System The Division of
Retirement and Benefits (Divimoii) rejected the claim
because Crum filed it .ifier the slatSfinry deadline.
The 'leaehers’ Retirement System Board of Directors
(Bomdi and the styjerior com| upheld the denial.
We reverse, boldine ill il the Division is estopped
Irom rejecting Crums claim as lute.

ii. i m rs.wn piph 11 niNos

Alter twenty one yems of teaching, Gernld Citim
retired on July 1, 1992. Diuinyhi' yems .is ;i teacher,
Crum accumulated 1,S3 frays of mnfsvd sick lease
credit. equivalent to nixnit one vear ol service under
AS 14y . ||> Irv11l ( uni) estimated that los- of
the eiedii would decrease hi', letiiement benefits In
iikue lll.)m >1(10 per tumuli mid decrease hi, wile's
lvnelits, u he dies heloie hei. In thmn >ixty dollin’,
per monih

I sl AlLi-k. Mamie | » II-i provides in

p.ut.

*:i) A te.iehei m memhciship service on Lr
dltei July 1. 1977.who is appointed to
leliiemeiil mi m .illei Inly 1. 197S, may elect

to npplv  unused kick le.ive credit in
computing ihe total nurnher of yearsol
eiediied sefVivc under \s [11',>Iliiuli

Co olu.iin veiiicc cifdii Im uutftced sick
le.ive, . le.iJfler minia~™ply lo the

JAdmuiHii.itm no Lilei ih.m mie yeai aper
appointment in lelilemeiil I .lined sick
leave shall he eiediied mi a d-iy or drty
h.ise in iicc'oid mee with the i.ihle Im scmec
niter lulv I. IWho. emiluuied hi AS
14 *=>wtlilii I euehei cmiiiilnuiuns mav
litx he leipiued Im ciedited tunned sick
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leave

When Crum decided to retire, he began his
retirement paperwork ui the offices of the Matanuska-
Susitna Borough (Borough) in June 1992. Crum
testified that
they sat me down at a-al a desk and the i.uly who
was lllling out the retirement forms then pulled out
a form, one after the other, and wanted me to cither
Il in the lop or the hotiom as was appropriate, and
then alter that was finished | would cither sign-
some of them had lo he signed, some of them didn't
and when she finished Illlling the forms out und-
and putting them in front of me. that was the end
oV-of the process there at the Mat-Su Borough.

On July 8. 1992. the Division sent to Crum a form
letter containing several inserts and enclosures. A
Division employee placed check marks in various
boxes on the form and filled in applicable dates and
deadlines. One of the marked sentences stated: "If
von want to enroll in the optional Long Term Care
(LIT?) insurance plan, the enclosed enrollment form
must he received hefort . The Division
employee filled in the blank with the dale “August 30,

1192" and added a note: |l you do not wish to elect
Long Term Care please cheek the appropriate box
and iTttirn. fhank you." The Division employee

also cheeked the box next lo the following sentences:
"If you wish lo receive credit for your unused sick
leave, your claim must he verified and received hy us

helorc I’lease read the insert, 'Minimum
Rotliiiiemvnis for Reiirement and Service Ciedit' for
more information " The date of "July |, 1993" was

inserted m the blank. At the bottom ol the form
Idler, the employee added the billowing handwritten
eommenl: ‘'Please Mil out the enclosed form Retiree
Inloimation I-oml and icturn along with the | ong
Term Care hum, Ili.mk you very much."

Ilie "Minimum Roiliiiicinents for Retirement and
Seiviee Cicdii" insert lelened to in the Idler stated in
patt:
3on may ic.eive additional credit hy claiming your
unused sick leave when you rotnc il you weie in
l|leaeliers'| RJoiiu iik ni] S|lystem| membership
seiviee allei June hi. 1977....
Yom unused sick leave claim must he verified hv
your lasi employer and must he received by the
IRS no later lliau Due year after you aie appointed
to ruiirtment
( mm testified and the Division does not contest that
neither the Division not Ilie Bmoiigh ever provided

i" ’(IDS Iliomson/Wesl Not I.mutoflim | s tiovi. Works.
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Crum a form for claiming llie sick leave benelil.

*1256 Crum read the letter and the inscrl bill he did
not lake any action lo claim the unused sick leave
credit, lie testified as to Itis belief rcgaiding the
application process:
A As | understood that process right there, it was
my undemanding that there had been already
accomplished when | did my mustering out process
through the Matanuska-Susithna Borough a
(indiscernible) out through the Matanuska-Susitna
Borough they made out one form that | was aware
of, although 1never got to see it or sign it, on the
verification of all of my service with the Borough
itself. And my thinking at this lime when | both
read were she had done the cheek mark and also in
that |insert|, tuff concept of that was that | had
alre dy completed that particular portion of the
rel'remcnl process, and. therefore it was-it was
cwiolelcd.
Q In other words, you knew that they vveic
verifying your years for retirement credit.
A Thai is correct.
0 And you interred that they wcre-lhat that
involved a verification of the sick leave as an
aspect of that.
A That is corrccl.

Ciurn nrst became aware o| In. failure to claim the
credit in September 1‘>8 when he went to lie
Division's oltiee in Anchoiage and asked Why the
unused sick leave hail noi been credited lo bus
retirement account. Alter a Division vmpl.nci
explained the situation to Imn, Crum obtained a claim
form, completed it with the assistance ol the Borough,
and returned it to the Division. The Division
reeoived the claim on .September |h 1991.
approximate ly two,mu hall 11011111~ alter the
statutory deadline.

Robert Staluaker, the administrator ol the Teachers'
Retirement Svstein, iviccted the claim. Ciuni
appealed to the Board. Alter a healing, die Board
upheld Snip,iker’s decision by a vote of ihroe lo two.
The supci 101 court allirmed. and <rum appeals.

ne. DIS( 1'SSliav g v 7

IN2 We tevicw an uecin Vv's IHidings ol lad
under the subslanlial evidence lest, S>Z<m
lih - Imnlmyrs  Avixtmr  [hl

Cui io/'/io, S|1 1*2d n7Q. OSt 1 O [Alaska
I'*> > and its tesoluiion of questions 01 law
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not involving agency expertise under the
substitution of judgment standard, [uuth
Rtesiiunvs co. c Slatil Dcp't nf Revenue.
665 I'.2d 960. 965 (Alaska 1983). When a
superior court acts as an intermediate court
of appeal, we give no deference to its
decision. Sinic. Drn'i nfPub. Safety. Div. nf
Mninr Vehicles | I'mm. se4 p.2d 533. 535-
V. (Alaska 1993).

111121131 Crum argues lliat the Division was estopped
from rejecting his late application for unused sick
leave credit because it failed to provide him with a
claim form or clearly instruct him that he needed to
obtain the form. IffA3] We have stateil that estoppel
may apply against the government and in favor of a
private parly if four elements are present: (l) the
governmental body asserts a position by conduct or
words; (2) the private parly acts in reasonable
reliance thereon; (3) the private party suffers
resulting prejudice: and (4) the estoppel serves the
interest of justice so as to limit public injury.
Wnwink v. mjnkins. 763 1'2d 971. 975 (Alaska
mb).

I'NT Crum ilso argues that the deadline
imposed by AS 14.25.011 Should be
considered "directory" rather than
"mandatory.” Because we reverse oil other
grounds, we do not address this argument,

lhe Board rejected (.'rum's estoppel argument,

concluding that while principles of estoppel could

apply under certain cneuiiistances." it was
not satistied that the Division, by action or inaction,
asserted a position (i.e.. that Mr Crum did not need
lo make a claim for unused sick leave credit within
one year from the date of his termination) 01 that
Mr. Crum had a reasonable basis upon which lo
rely Oll a misiepreseniation or omission by the
government.

I he Board also concluded that the
preponderance of trie evidence indicates that, more
probably than not Mr. CFrun icccived and had 'he
oppoiimiity to time! n.view minrmaiiun regarding
claims lor sick leave and received specific
m-.truvtioiis Ill.Lu he verify and claim unused sick
Rave credit In lulv [I. 19°H, liuther. the
piepondcrancc ol the evidence indicates that *1257
Mr. Cium had the opportunity and obligation to be
familiar with lhe provisions of AS 14 25.115 and
llie explanations ol how claims for unused sick
leave credit aie to be made.

i'l 27> | humsniiAVcxi No Cl 1Im to Orig 11S. (iovt. Woil.s.
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Although we have not applied equitable estoppel lo
require a government agency lo accept a lale
application because ol its failure to provide the
proper Harm, courts in other jurisdictions have done
sn._[;N4] lLor example, ill [owi /h'txt ofTransn. e
Nebraska f/w/i Supply Qi.. 212 N.w.2d 6. 14 (lowa
1.97N5, mmilled in fail an oilier gmttnd.s by ffilnjc
ol (irossman r. Mil reurv. 373 N.AV.2d 113 (lowa
19S5). the lowa Supreme Court applied equitable
estoppel lo prevent the stale Department ol
'rransponation (DOT) from removing several
billboards.  The owner of the billboards argued that
he had not been able to file applications for billboard
permits by the statutory deadline because application
forms had not been available at the DOT’s district
office, hi. al 9, 14-15. The court determined that the
statutory requirement (hat "the application for a
permit shall be on a form fnoeideil >\ Ilu {lepnrtnteK-f
" imp"sed a duty on the DOT to make die necessary
forms available. /A al 14 (emphasis supplied in
original). | hc court concluded that

INI. We applied equitable estoppel in the
lailii.il context ol a laic application in
Viorremli v Dm'l ol Arizim.1
AVwniceev. X5S I*.2d | 140 iAlaska 1993).
In that case, we consiileied whether the
Department ol N.itui d Resources (DNRi
abused its discretion whenil denied

Moflvflrtfy application as uniiiiiely. hi il

1142. Mlei notingthat estoppel may be
invoked against a public entity, we
coir hided

that the case should lie remanded to ihc
DNR for the purpose of requiring DNR to
make explicit Imdings ol tact as to Ihe lour
elements of equitable estoppel

In liie event D\’E concludes dial Morlvcdl
has established the elements ok equitable
estoppel then DNR should pioceed to

determine  the mcriis ol Moiivedt's
ippheatioii lot a Ipenuil|.
hi. it 111 (lootnotes omitted i.

the inability ol the defendant to obtain die icquisiic
loims and make timely applications resulted from
die luil.uc ol 1)01 to meet Us staiuloiv obli'MImi).
Since the deleiulani made a good l.udi ellotl lo
complv wnil the stamie and was nustiaied liy | >>1,
il necessaiilv follows that DO | <hould be i slopped

Ainn icmoviiii the biHhoaids vvuhoui
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compensation.

hi.

similarly, in lInriwav e Slate, lid, of Control. e9
('al.Ann.3d 502. 137 Cal.Rnlr. 199. 200 (19786). the
California Court of Appeal held that a city police
department's failure lo provide claim forms estopped
the state from denying lale claims under a state law
providing indemnification lo needy crime victims.
The Hallw ay court determined that the
indemnification statute "placed an obligation on the
law enforcement agency investigating the crime to
provide forms" to eligible individuals. Id. The court
held that the
failure ... lo provide claim forms is a valid basis
upon which estoppel may be asserted. While the
trial court found dial "lijcspondcnts did nothing to
mislead (appelkiiiisj into not tiling their claim ...
within one year." 'jwjlien one is under a duly to
speak, and has an opportunity lo do so, knowing
the circumslanf.es require it. an estoppel may arise
from In silence."
[d. (citations omitted).

1-1115l1(i | As m the above cases, the Division had an
obligation to provide Crum with the proper form to
claim die credit. | lie regulation implementing. AS
I-l.y .i 15 icquiies that the claim for unused sick
leave credit "be in a form approved by the
administrator |ol the Teachers' Retirement System].”
2 Alaska Adminieii.uivc Code (AAC) 36.290(a)
(1994) Additionally, the Division's own "Information
Handbook” lor die Teachers' Retirement System
stales that die "Irtrrti |foi claiming the unused sick
leave civdii| will be piovided lo the member by the
Division ol Retirement and I&M«lits." JbN'5]

I sr the Division asserts dial Cruin failed
lo argue dial die Division violated its written
policy by not providing him with a form.
We will considei new arguments on appeal
if the issue is 11) not dependent on any new
or conlrovcried tacts, (2) closely related to
the appellant's trial court arguments; and (3)
could have been gleaned from the pleadings,
Stalt\ 1)ij<1 i4 b ismil e (in awnv. 793
IV2) 1125 1'127 i Mask,. |990> lhe Hoard
squarely addiessed the issue of equitable
estoppel, and its decision reflects that il was
aware ol Cimus aigument iliat the Division
failed lo give him the proper form.
I'hereloie, we hold that this issue is pmpeily

belore us

’> 9115 tInhusui]/Wot No Claim to ()rig, D.S (lovi.WmKk
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*1258 [71 The Division, like the slate agency in
HarnuiM argues tint heeause it never made any
statements "inconsistent" with the slalule, it did not
mislead Cium into tiling his claim late. It contends
that its "omission does not rise to the level ol
misconduct necessary tor estoppel.” We disagree,
In light of the Division's obligation. il\ "omission" in
failing to provide a form or clear notice of the claims
procedure .satisfies the first element of the four-part
test outlined above for applying estoppel against the
government.

Huilhermore. Crum's failure lo file a timely claim
form in reliance on the Division's Omission and
poorly written instructions satisfies the second
element of the estoppel test because it was
reasonable. The Division's statements, written in the
passive tense and emphasizing the verification of the
claim rather than the initial application, gave the
definite impression that the employer, not the
employee, hears the burden of completing and filing
the nec v=ary form?. The contract between the
checkmarkcd statement regarding the optional
insurance plan .aid the statement about unused sick
leave credit reinforced this impression. While the
Inner slates only that the claim' must he "verified
and received" hy the Division, iltc former draw-,
atleiilion lo Crum's need to return the "enclosed
enrollment form." The I)ividon's It.indwi itien note at
the hnitom of the letter iiuiher accentuated the
contrast. While clearly diieeting (mm to Hie ilie
in-mi'nikc lo.m and a Retiree Information Horm. it
ignored the unused sick leave credit form Illms
seeming lo confirm <iurn's mistaken belief that he
mcd not ael locl.mn the credit.

(. iurn's claim meets the ihiiil and ItiiTillt elemenis ol
the estoppel test heeause his reliance resulted m
pn price, and application of the equitable- estoppel
doctrine in this case "serves die interest ol jnjficc so
as to limit public mmiy." In di'-etissing 1™ Imul
eleni' lit. we ohscived in Mmuiinidi  of \nclioiiier
i Srhhriilia OSs I’ 2d‘U, 97 (Alaska 19.84), that
even where reliance has hecu foreseeable,
icusoiuhlc. uni substantial, the mleiest of jiMicc
mav not he served hy the application of estoppel
because the public micicsi would he significantly
prejudiced. llowevei tin-, is uwi line m everv
case. When ilie piiDlic will not he Mgnineanllv
prejudiced. and the othei elements of the theory are
present .. loieelos|m ’| llie use ol estoppel causes
arhnr.Kv and uniusi results
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In SChI’IEidEI’, we also noted with approval a
commentator's statement that "courts should be
encouraged lo weigh in every case the gravity of the
injustice to the citizen if the doctrine is not applied
against the inji ry to the commonwealth if the doctrine
is applied.” ld. a1 97 n. 6 (citing 2 C. Anticu,
Municifitd Corlior/nion Low & 16A.06, at 16A-I5
(1984)). In this case, estoppel will prevent Crum
from .suffering a substantial and unfair hardship while
causing no harm to the public.

We determine that the Board erred in its legal
conclusion that equitable estoppel is unavailable
under the facts ol this ease. The Division's failure to
provide Crum with the proper form constituted
"silence” where the Division "was under a duly to
speak."” Iiartuiiv, I ( al.Rnir. al 200. Relying on
this silence and Ib Division's poorly written
instructions, Crum reasonably assumed lo his
detriment that a claim for unused sick leave would he
made and verified along with the verification of his
years of service. I herclore, following the rationale
of llanway and A'ehrusko lowa Sup/ih, we hold that
the Division is estopped liom denying his claim as

lale
iv. CONI'U/SION

| Vit the ahove reasons, we Rl VHRSH the decision of
the trial court and REMAND this ease for further
proceedings consistent with this opinion.

936 P.2d 1254. 118 1d. | aw Rep.4“7
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ALASKA LEGISLATURE REPORT
RESULTS OF THE RETIREE RETURN PROGRAM
ENACTED BY IIB 242/SB 149 IN 2001 ON
THE PUBLIC EMPLOYEES’AND TEACHERS’ RETIREMENT SYSTEMS

HB 242 Background

in 2IK)I tin: Twenty-First Legislature enacted 1IB 242, whirli, among other things, amended

the statures to allow certain Public Employees’ (Pl RS} and Teachers’ Retirement System

H RS) members who retired v ith a normal retirement to return to work, continue to receive
normal retirement benefits, and waive participation in the retirement systems.' Once
participation was waived, no contributions were reiji’ired from the employer or the
employee. This legislation is scheduled to sunset on Juh [, 2005. Prior to the passage of
this legislation members who retired and then reemploved in a PERS cl TRS participating
position would have their retirement benefit stopped during the period of reemployment.

The member would accrue an additional pension benefit for the second period of

employment.

11B 242 was introduced April 17, 200l in | louse State Affairs C nnniittec. In his
‘'nttiuluc'ion to the bill, Roger Wormian, Staff to Representative Pete Kott, Alaska State
Legislature, noted that balr boomers were about to retire cn masse in the years 200S-20009.

J'lib would leave a big void in the state work force. Some of those shortages would be

critical, such as in education and Jaw enforcement. |le explained that | IB 2-12 provided a

“carrot” to retain employees after they are eligible to retire.

I hlier testimony at the hearing indicated:

m |IB 2-12was a component of a wotkforce developmet.i mri.ttivu that the state and a

number ot other employers undertook in an effort to address workforce shortages

already being experienced.
m Employers would have the opportunity to offer le .s salary to returning retirees.

* | lie ability to rchirc experienced te.u hers would be a tremendous asset to ever school

district.
m  \h l.a has needed to recruit 12.(itMeto ITjfin new te ichcr.i each year but at the largest

|ob tair that year there were fewer than 3'M applicants,

Testimony a' the | louse Finance <ommitteeon April 25, 2(Mi] added die following,

m ( meem was ( xprcsscd on the alfict on eiltr* level won force New graduating teachers
could iose in tire choice |k tween experienced retired teachers.

m \ 3 .ear .unset (later amended to 5 aars, was proposed t[>.ijlivv asscssilflt of am
unintended conseirreiices i >fthe ptogram.

* \liska is only pio jcing J'l 3(1 pen etil W the teachers needed to til!l us teaching
positions. Th.s i' me sufficient to meet tin. need,

* Department i< FNb ikl (>ame had I<st 25 biologist* in tlu ir ccunmerci.il fish diosnm
within &>months to |ol< wuh tlu- fedeial government. T'lfe retiree utuni program would
allow them to keep some o| these employees.

m The Municipality of \nchorai'c testified to a "brain drain" as employees leave the

municipality and 25" .of fWir police officer were eligible tor retirement. Reiention of

these employees w.'i* iinpott.mt to tliem,

" \S LI.JVoin \s | 125i'15 AS V= >=5T2M.A5 v» ,Vj I5n

Page 1



SB 149 Background

A similar bill affecting the Teachers’ Retirement System (TRS) was SB 149. Testimony was
taken on this bill at a Senate Health, Education and Social Services Committee meeting on
April 20, 2001. Besides not including members of the Public Employees’ Retirement System
(PERS), SB 149 also required an annual report be sent to the Legislature regarding the
impact of Be reemployment of retired teachers on the retirement programs. A copy of HB

242 and SB 149 is included with this report

Reporting

This repor. comprises asummary of the waiver activity] since the Retiree Return program

became effective on July 1, 2UU1 to the last reporting period. November 30, 2004 for both
the TRS and, although not required, for the PERS.

TRS Results

During the course of the Retiree Return program, 56% ofall TRS employers have

participated and 187 waivers were filed with the Division of Retirement and Benefits.
November 30, 2004, there are 124 individuals who remain employed under the waiver
The largest number of retirees rehired within 30-90 days of their termination

As of

provisions.
The second largest number of returned retrees were those who had

The largest number of positions tchircd was

and retirement (42%).
been retired for 2-1 or more months (.38%).
general teachers w'lh the second highest being Special Education teachers.

Analysis by Mercer | luman Resource Consulting, the TRS actuancs, indicate the following
impact on the TRS as a result of the 124 returned retirees ami the potential effect il more

tetirccs were to return:

'viimbcrot Members 1.lectinp, the \V T.cr Increase m Average | K> Employer
Contribution Rate

loil Members .02%

500 Members .10%
.20",,

1.0ll(i Members

Total TRS i.d.inei as ol the last valuation on Junc 30, 20U3 was $532.(i30,0ilf),JO 'Hie

liability to the TRS fund would b m

PR's Sal. rics | ontribution Rate Increase Liability to the 11< 1uiul
S352.03ii.0ii0 NO .02% S1on,520.1 mi
10 $342,630.00

S332,fDn.i mo on

S$332.030.00i i.0ii 20" Sl.004.200.0ii

Vildition.il information icg.udim* the employer! that have p.uncipatid in the program ind

how thcv have participated is included in the s'atMiral section ol this report.
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PERS Results

During the period ol* the retiree return program, 26% of PERS employers have participated
in tiie program with a total of 297 waivers filed with the Division of Retirement and

Benefits. As of November 30, 2004, there are 211 retirees still employed under the waiver

provision.

The largest number o f retirees rchircd within 30-90 days of theit termination and retirement
(46%). The second largest number of returned retirees were those who had been retired for

24 or more months (28%). The largest number of positions rehired was Biologists and the

second highest position rchircd was Engineers.

Analysis bv Mercer Human Resource Consulting, the PERS actuaries, indicate the following
impact on the PERS fund as a result of the 211 returned retirees and the potential effect if

more retirees were to return:

Number of Members Electing the Waiver Increase in Average PERS Employer

Contribution Rate

1U0 Members negligible
500 Members .01%
.02%

1,0PP Members

Total PI RS salaries as of the last valuation on lunc SO, 2003 were S| ,460,783,000.00, The

liability to the PERS fund would be:

Pl .RS Salaries Contribution Rate Linjgasc jJabilitv to the PERS bund
S 1.4f.0,783,0110.00 negligible S -

S1.46(i."83.000.00 .01% S146,078.30

S 1.400.783.1itio.Oii .02% 1 >292,136.60

\ddition.tl information regarding the PEIE> emplovets that have participated in the program

N ! * trgarding the type of positions rehiivd is included M the statistical

section i3 this report.

Cost Savings

I hl main cost saving' experienced In employers using lill 242 reside in the pavmcnt of
When a <.u.iltfied retiree re hire —and waives participation in the
R> or tin TRS. In soon

cmplovcr contributions.
I'bl<»or TRS, no employer contributions arc p.ud to either'the Pl
case.., municipalities have negotiated with employee unions not to proyide lualdi insurance

I» ncfiti to rcliiru! retirees since they are covered under the \lL.rd it ate Retiree | lealtli Plan.

This results m further savings to “mjalnyus.

1111 2 12 did not contain a ic(Juiicment lor employe! s to tepori < ist savings icallAd from

luring positions at lower >alar level. The State of .Mask 1)i\isioii ot Personnel, however,

prcp.uul a report tl at contained some Minted u fonnatu n th it can be included Jure.
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As of August 17, 2004, the Division of Personnel reported 123 active Slate ol Alaska
employees working under the waiver program. O f these, T returned to woik in a position
at a salary lower than the salary thev earned prior to their retirement, 22 retirees returned to
a position at the same salary' and 23 returned to a pc dtion at a higher salary. O f the 23 that

returned to a position at a higher salary' range, all but 2 had been retired between | and 4

years.

Sunset Provision

On September 14, 2004 the Division of Retirement and Benefits received an Attorney
General Opinion regarding the employment status of returned retirees as of the sunset date
of the legislation. The opinion states that once the reemployment amendments to the PERS
and TRS statutes sunset on July 1, 2005, reemployed retirees can no longer receive
retirement benefits while employed by a PERS or TRS employer. If they continue
employment with a PERS or TRS employer, they must begin making contributions to the

retirement systems and have their retirement benefits stopped.

A copy of the Attorney General opinion is included in this report.
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MERCER

Human Resource Consulting One Union sauare

600 University Street, Suite 3200
Seattle. WA 98101-3137

206 808 8800 Fax 206 382 0627
www.mercerHR.com

RECEIVED

SEP 07 20M
September 2, 2004

Dlv. of Ret & Benefits
Ms. Melanie Millhom
Director of Retirement and Benefits
State of Alaska
Department of Administration
Division of Retirement and Benefits
P.O.Box 110203
Juneau, AK 99811-0203

Subject:
Retiree Return under HB 242/SB 149

Dear Melanie:

As you described in your August 10 email, the legislation enacted in July of 2001 allows PERS
and TRS retirees who retired under the normal retirement provisions to return to covered
employment. Such retirees can sign an irrevocable waiver allowing the member to continue to
receive his or her retirement benefit. Neither the employer nor the employee makes further
contributions to the Retirement System. In your email you asked for an indication of the effect of
this election on System funding. The chart that follows might help to illustrate this issue:

Number of Increase In Average Increase In Average
Members Electing PERS Employer TRS Employer
the Welver Contribution Rate Contribution Rate
100 negligible 0.02%
500 0.01% 0.10%
1,000 0.02% 0.20%

A member who elects the waiver earns no additional benefits from the Retirement System.
Therefore, such a member has no “normal cost” and there is no normal cost rate. However, a
portion of the employer contribution for each member is needed to amortize the Systems’
unfunded past service liability. This portion is referred to as the "past service rate.” When a
member elects the waiver, the payroll base that can be used to amortize the unfunded liability is

reduced. A higher past service rate must be applied to the remaining payroll to arrive at the same
payment towards the unfunded liability.

r MI\%C Mw i M1 tnnjr\t(r$w
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September 2,2004
Ms. Melanie Millhnom
State ofAlaska

The waivers have a greater impact on employer rates for TRS than PERS. This is because (1) the
total payroll for PERS is higher so the loss of one member’s contribution to the unfunded has a
smaller impact and (2) the current past service rate for TRS is almost twice ashigh as PERS. Our
analysis is extremely dependent on the current funded status of the Systems. For example, if the
Systems were 100 percent funded and remained so, the waiver would have virtually no impact on
employer rates.

W e based our analysis on actuarial valuation information as of June 30,2003. We assumed
annual earnings for returning retirees of $46,000 for PERS and $64,000 for TRS. This is based
on the average annual earning of current active PERS and TRS members of ages 55 to 59.

W e hope you find this information helpful. Please call if you have any questions.

Sincerely,

Robert M. Reynolds, ASA, MAAA

RMR/CMB/kmp

Copy: Chris Byrnes

fulfil OKOfomt> n «n 'P."VAK
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NOTIFICATION SENT TO EMPLOYERS REGARDING
SEPTEMBER 14, 2004 AG OPINION

November 3. 2004

«mrms» «fnmi» «ln»«jrsr», «tille»
«ltrrcgion»

«addrcss»

«City», «sSt» «zip»

PERS /TRS: «crs_cndc»

Re: 11B 242 Rchircd Retiree -Employment Waiver

Dear «mrms» «ln»:

In 2001 the Alaska Legislature enacted 1B 242, which amended the statutes to allow certain
Public Employees’ (PERS) and Teachers’ Retirement System (TRS) members who retired with a
normal retirement to return to work, continue to receive normal retirement benefits, and waive
further participation in the retirement systems. Once participation was waived, no contributions
were required from the employer or the employee. This legislation is scheduled to sunset on

July 1.2005,

In a written opinion issued September 14, 2004. the State of Alaska Attorney General’s (AG)
Office explained that, once the legislation sunsets, the members enrolled in the program will no
longer be permitted to participate beyond the sunset date of July 1 2005. The re-employment
amendments will be repealed on July 1 200X and the statutes that require re-employed retiree*
and their employers to contribute to ihe applicable retiicment system are in effect.

In order to address this matter, the Governor's Office will work with the Legislature on
legislation to allow members who are currently covered under the re-employment waiver
provision to continue to both work and receive normal retirement benefits alter July 12005.
However, unless the Legislature approves legislation all retirees who have re-employed under
the 1B 242 waiver provisions and their employers will be required to contribute once again to
the retirement systems. Futlhermore, retirement benefits would be stopped lor those retirees who

continue working al ter the sunset date of this legislation.
We arc providing notice to all employers by tins letter and enclosed copy Qf tint opinion. A

separate letter is being sent lo all aflceted retirees and that letter and a copy ot the AG opinion
will be published on the Division of Retirement and Benellts web site at www .sttite.ak us drb.
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«amrms» «fnmi» «Iln» «jrsr» .1 November 3, 2004

under Headlines. Notice will also be provided in the next edition of the PERS and TRS member
newsletters. |If you have further questions regarding HB 242 or your retirement benefits, please
contact Kathy Lea, Retirement Manager at 465-4460 in Juneau or 1-800-821 2251 if you arc

outside of Juneau.

Sincerely.

Commissioner

RM/MM/ksI

Enclosure
G:/nuilouli.1il)242 'fii)Vtfinbcr2ulM/pcis cinpluycr.dnc

cc:  All Commissioners
Kevin Brooks, Deputy Commissioner, Department of Administration
Mike Tibbies, Deputy Commissioner. Department of Administration
Melanie Millhorn, Director, Division of Retirement and Benefits
Virginia Ragle. Assistant Attorney General, Department of Law
Tobv Stcinbergcr. Assistant Attorney General, Department of Law

PERS Contacts
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NOTIFICATION SENT TO REHIRED RETIREES REGARDING
SEPTEMBER 14, 2004 AG OPINION

November 3, 2004

«FirstNamc» «MI» «LastName»
«attn»

«address»

«City», «statc» «Zip»

Rc: HB 242 Rchircd Retiree - Employment Waiver

Dear «FirstName» «M |» «LastName»:

In 2001 the Alaska Legislature enacted MB 242. which amended the statutes to allow certain
Public Employees’ (PERS) and Teachers’ Retirement System (TRS) members who retired with a
normal retirement to r<turn to work, continue to receive normal retirement benefits, and waive
participation in the retirement systems. Once participation was waived, no contributions were
required from the employer or the employee. This legislation is scheduled to sunset on July 1,

2005.

The State of Alaska Attorney (icneral’s (AG) Office has issued a written opinion dated
September 14, 2004, regarding the treatment of employees enrolled under this waiver after

June 30, 2003 Attorney General’s Office has determined that the Legislature did not intend
lo extend this legislation beyond June 30, 2005, and the re-emplovment amendments are
n-pealed as of July L 2005. The statutes that previously required re-employed retirees and their
employers to contribute to the applicable retirement system will be in effect as of Julv 1, 2005.

In order to address this matter, the Governor's Office will work with, the Legislature on
legislation to allow members who are currently covered under the rt-employment waiver
provision to continue to both work and receive normal retirement benefits after July 1, 2005.
However, unless the Legislature approves legislation all retirees wl o have re-emploved under
the MB 242 waiver provisions and their emplovets will be required to contribute once again to
the retirement systems. Furthermore, retirement benefits will be stopped lor those retirees who
continue working after the sunset date of this legislation.

Our recouls indicate that you have tiled a waiver under the 11B 242 provisions and have reiurned

to work witii a participating employer. The Division wanted to make you aware of this AG
opinion, which can be referenced at www staie.ak.ns drb, undci |leadlines. A separate letter and
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«FrrstNamc» «MI» «LastNamc» November 3. 2004

copy of the opinion is being sent to all affected employers. If you have further questions
regarding HB 242 or your retirement benefits, please contact Kathy Lea, Retirement Manager at

465-4460 in Juneau or 1-800-821-2251 if you arc outside of Juneau.

Sincerely,

Commissioner

RM/MM/ksl
G:/nt\ilouls/lib2)2/noveniber200'|/p;inicipant.ili)t

cc: All Commissioners
Kevin Brooks, Deputy Commissioner, Department of Administration

Mike Tibbies, Deputy Commissioner, Department of Administration
Melanie Millhorn, Director, Division of Retirement and Benefits
Virginia Ragle, Assistant Attorney General, Department of Law
Toby Stcinbergcr, Assistant Attorney General, Department of Law
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RETIREE RETURN UNDER HB 242/ SB 149

Public Employees' Retirement System

Numberof ~Increase in Average Total PERS Salaries Liability to the
Members Electing ~ PERS Employer  as of June 30, 2003  PERS Fund
the Waiver Contribution Rate

100 negligible $ 1460,783,000.00 $
500 0.01% $ 1460,783,00000 $ 146,078.30
1.000 0.02% $ 1460,783,000.00 S 292,156.60

Teachers' Retirement System

Numberof Increase in Average  Total TRS Salaries  Liability to the
Members Electing  TRS Employer as of June 30, 2003 TRS Fund
lhe Waiver Contribution Rate

100 0.02% S 532,630,000.00 S 106,526.00
500 0.10% S 532,630,000.00 S 532,630.00
1,000 0.20% S 532.630,000,00 S 1,065,260.00
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Analysis of Retiree Rehire Program-PERS (HB 242)

Summary

The following information summarizes the activity reported by employers to the division
from July 1, 2001 through November 30, 2004.

Total number of PERS employers 160
Total number of PERS employers participating in the retireerehireprogram 34
Percentage of total PERS employers participating inthe retiree rehireprogram 21%
Total number of PERS waivers received 297
Total number of waivers received by year.

July 1, 2001 to December 31, 2001 46

January 1, 2002 to December 31, 2002 90

January 1, 2003 to December 31, 2003 89

January 1, 2004 to November 30, 2004 12

Number of months between termination and rehire
26% of retirees rehired within 30 days of termination of employment
20% of retirees rehired within 60-90 days of termination of employment
26% of retirees rehired between 4 and 24 months from termination of employment
28% of retirees rehired more than 24 months from termination of employment

Number of retirees working under a waiver as of November 30, 2004 211

PCRS An;ilyM%
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Analysis

Number of Months Between
Termination and Rehire-PERS

2804 26% 11 month
m’-3 months
\ [#-6 months
[17-12 months
10% m13-24 months
20% Over 24 months

PERS Rehired Retirees by Year

15%

24%

12001
m 2002
2003
31% 2004

30%
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Top Ten Job Classes Rehired Under PERS (HB 242)

PENS Analysis

~Job Class
Biologist (various)
Engineer (various)
Directors, (various)
Peace Officers
Admin Clerk
Managers, Various
Analyst Programmer
Admin Asst.
Attorney

Program or Project Coord.

Investigator
Secretary
Teacher's Aide .
Airport Screening Officer
Biometrician
Deﬁuty Commissioner
Fish & Wildlife Tech
Maintenance

Nurses

Admin. Managers
Accountants

Chief of Police

City Administration

Manager, Natural Resource

Page 14
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16
16
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Detail of Number of Retirees Rehired by Each PERS Employer

Employment ~ EE Employed
Participating Employer Waivers Issued as of 11/30/04

Alaska Housing Authority
Alaska Housing Finance
Aleutian Region School District
Anchorage School District
Bartlett Hospital
Berin? Straits School District
Bristol Bay Borough
City & Borough of Juneau
City & Borou?h of Sitka
City of Bethe
City of Delta Junction
City of Dillingham
City of Fairbanks
City of Homer
City of Kenai
City of Ketchikan
City of Klawock
City of Sand Point
City of Seward
City of St. George
City of St. Mary's
City of Wasilla
City of Whittier
Cook Inlet Housing Authority
Fa'rbanks North Star Borough
Haines Bo jiign
|ditarod Area School District
Interior Re%ion Housing Authority
Juneau School District
Kenai Peninsula Borough School District
Ketchikan Gateway Borough School District
Ketchikan Gateway Borough
Mat-Su Borou?h
Municipality of Anchorage
North |0ﬁe Borough
Nome School Distrct
Northwest Arctic Schooi District
Southeast Regional Resources Center
Sitka Community Hospital
State of Alaska
University of Alaska
Totals 2a7
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PERS Rehired Retiree Job Class by Employer

Employer

Political Subdivision

Position

AA Assistant
Accountant

Acctounting Tech
Accounts Payable Clerk
Administrative Assistant
Adult Educator
Appraisal Analyst
Addiction Recovery Aide
Army Instrucloi
Assistant Attorney
Assistant Ubrarian
Business Mana?er
Chief Admin Officer

Chief of Police

Chief Regulatory Engineer

City Administrator

City Clerk

Civil Engineer

Community Jail Officer
Construction 'nspector

Controller

Customer Service Representative
CST/ORT (Medical)

Detective

Diet Aide

Dispdtuher

Economic Developer/Planner
Electrical Projects Superintendent
Engineer Associate

Enmnoerinp Technician

Engineer

Equipment Operator

Evidence Technician

Finance Di ector

Financial Manager

Fire Captain

Fire Chief

Food Prep /Bldg. & Grouridskeeper
Foreign Language Teacher
General Foreman

Grants Accountant

Harbor Ollicer

Heavy Equipment Operator

Indian Education

Inst Systems Technician

Labor Manager

Maintenance
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PER# Analysis

Employer
Political Subdivision

State of Alai ka

Position

Maintenance Asst
Museum Curator
Nuclear Medicine Tech
Nurse Practiioner
Operations Supervisor/Firefighter

Personnel Coordinator

Personnel Director

Planning Director

Plant Manager

Police Clerk

Police Corps Director

Police Detective

Police Lieutenant

Police Officer

Port Director

Port Manager of Finance & Administration
Project Management & Engineering Div. Mgr.
Public Safety Director

Public Works Director

Public Works Manager

Radiology Technician

Reference Librarian

Registered Nurse

Resident Building Manager

Sanitarian .

Secondary Teacnei

Secretar

Service Coordinator

Shop Foreman

Site Specialist

Spanish teacher

Special Adminmr.trutive Assistant

Special Assistant

Special Education Aide

Senior Admin Officer

Senior Library Asst

SeniPi Pobnc Health Nurse

STP Equipment Operator
Teacher's Aide

Truck Driver

Village Coordinator
Wator/Sewnr Forrnan
World Language Teacher

Academic Counselor

Accountant

Accounting Clurk

Administrative Assistant
Administrative Assistant to Director
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Employer Position

State of Alaska Administrative Clerk
Administrative Manager
Aircraft Pilot
Airport Safety Officer
Airport Screening Officer
Analyst Programmer
Assistant Commissioner
Assistant Director
Attorney
Bailiff
Biometrician
Building Plans Examiner
Captain |
Certified Nurses Aide
Chief Environmental Health Laos
Children's Services Manager
Commissioner o
Community' Development Specialist
Correctional Personnel
Criminal Justice Planner
Deputy Clerk
Deputy Commissioner
Deputy Director
Director
Eligibility Technician
Engineering (various levels)
Environmental Services
Facilities Manager
Fish & Wildlife Technician
Fisheries Biologist
Fisheries Scientist
Grants Administrator
HftSS Planner
Habitat Biologist
Health & Safety Officer
Human Resource Manager
Investigator
Leasing Officer
Lieutenant
Local Government Specialist
Maintenance
Major
Medical Records Asst
Mental Health Clinician
Motor Vehicle Representative!
Museum Security Clerk
Natural Resource Manngor
Natural Resource Specialist
Nurse (various types)

Pl R5 Arvilyni
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Employer Position

State of Alaska Oiler '
Operations Manager
Pioneer Home Administrator
Probation Officer
Procurement Specialist
Program Coordinator
Programmer Analyst
Project Coordinator
Project Manager
Recorder
Recruiter
Regional Supervisor
Research Analyst
Research Tech
Right of Way Agent
Second Mate
Secretary
Security Guard
Senior ProEct Engineer
Social Worker
Special Projects Manager
Staff Physician
State Law Librarian
State Trooper
Supervisor
Survey Lead
System Programmer
Systems Programmer
Technical Engineer
Technician, Retirement
Technician, Eligibility
Tnird Mate
Transportation Planner
Utility Financial Analyst
Vessel Scheduling Coordinator
Warehouse Manager
Wildlife Biologist

PERS Annlyin
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PERS Rehired Retiree Job Class Summary

Job Class

Academic Counselor
Accountant
Accounting Clerk
Accounting Technician
Accts. Payable Clerk

Admin Asst.

Admin Clerk

Admin Manager

Admin Officer

Adult Educator

Aide Secondary Teacher
Aircraft Pilot
Airport Safety Officer
Airport Screening Officer
AMHS Third Mate
Analyst Programmer
Appraisal Analyst

Addiction Recovery Aide
Am.y Instructor

Asst. CMS Project Mgr.
Asst. Commissioner
Asst. Director

Attorney (varying levels)
Bailiff ,

Biologist (various)
Biometrician (varying
levels)

Buildino Plans Examiner
Business M.

Captain

Cert. Nurses Aide |

Chief Environ. Health Labs
Chief uf Police

City Administration

City Clerk

Commissioner
Community Dev. Spec
Community Juil Officer
Construction Inspector
Controller

Correctional Officer
Criminal Justice Planner
Cust.Serv. Rep (Medical)
CST/ORT (Medical)
Deputy Clerk

Deputy Commissioner
Deputy Director
Operations Supervisor

PERS Analysis

Waivers
Received
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Job Class

Detective

Diet Aide

Directors, various
Dispatcher

Economic Developer/Planner
Electrical Projects
Superintendent

Eligibility Technician
Engineer (Varymg types)
Environmental Services
Environmental Spec.alist
Equipment Operator
Evidence Technician
Facilities Mgr.

Financial Manager

Fire Captain

Fire Chief

Fish & Wildlife Tech
Food Prep./Bldg. &
Groundskeeper

Foreign Language Teacher
General Foreman
Grants Accountant
Grants Administrator
H&SS Planner

Harbor Officer

Health & Safety Officer

Heavy Equip. Operator
Indian Education Inst.

Inst. Systems Tech.
Investigator (varying levels)
Leasing Officer

Librarian, Asst.
1leutenanl

t.ocal Gov't Spec
Maintenance

Major

Manager (various types)
Medical Records Asst.
Mnntal Health Clinician
Motor Vehicle Rep
Museum Curator
Musoum Security Clerk
Natural Resources Specialist
Nuclear Medicine Tech
Nurse

Oiler

Operations M.

Page 20
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Job Class

Personnel Coordinator
Physician, Staff
Pioneer's Home Admin
Plant Manager

Police Clerk

Police Detective
Police Lieutenant
Police Officer

Port Mgr. Of Finance &
Administration
Probation Officer
Procurement Spec
Program Coordinator
Programmer Analyst
Project Coordinator
Public Safety Technician
Radiology Tech
Recorder

Recruiter

Reference Librarian
Regional Supervisor

Research Analyst
Research Tech

PERS Analysis

Waivers
Received
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Job Class
Scientist, Fisheries
Second Mate
Secretary

Security Guard
Service Coordinator
Shop Foreman

Site Specialist
Social Worker

Special Asst.
State Trooper
STP Operator

Superintendent. Corrections

Supervisor
Survey Lead

Teacher, World Language

Teacher's Aide
Techn'cian, Retirement
Transportation Planner
Truck Driver

Utility Financial Analyst
Vessel Scheduling
Coordinator

Village Coordinator

Page 21
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Analysis of Retiree Rehire Program-TRS (HB 242/SB 149)

Summary

The following information summarizes th " activity reported by employers to the division
from July 1, 2001 through November 30, 2004,

Total number of TRS employers 57
Total number of TRS employers participating in the retireerehireprogram 32
Percentage of total TRS employers participating in the retireerehire program 56%
Total number of TRS waivers received 187
Total number of waivers received by school year:

July 1, 2001 to June 30, 2002 21

July 1, 2002 to June 30, 2003 68

July 1, 2003 to June 30, 2004 61

July 1, 2004 to June 30, 2005 37

Number of months between termination and rehire
11% of retirees rehired within 30 days of termination of employment
31% of retirees rehired within 60-90 days of termination of employment
20% of retirees rehired between 4 and 24 months from termination of employment
38% of retirees rehired more than 24 months from termination of employment

Number of retirees working under a waiver as of November 30, 2004 124

IRS Analysis
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Detail of Number of Retirees Rehired by Each TRS Employer

Employment  EE Employed
Participating School Districts Waivers Issued as of 11/30/04

Alaska Gateway 1 1
Aleutian Region 1 1
Anchorage 65 37
Berin? Straits 5 7
Bristol Bay 3 3
Copper River 5 1
Craig 1 0
Delta Greely 1 1
Denali Borough 1 1
Dillingham 1 1
Hoonah 2 1
Hvdaburg 2 0
|ditarod 5 2
Juneau City and Borough 2 2
Kashunimiut 1 1
Ketchikan Gateway Borough 3 3
Klawock 1 1
Kuspuck 1 1
Lake and Peninsula 3 1
Lower Kuskokwim 45 38
Lower Yukon 2 2
Mat-Su 10 3
Nenana City Schools 1 1
North Slope Borough 8 5
Northwest Arctic Borough 3 3
Pribilof 1 1
Sitka 4 3
St. Mary's 2 1
Southwest Region 1 1
Tanana 1 0
Wrangell 2 1
Yukon Flats 3 0
Yukon-Koyukuk 3 0

TB7——————————— m

TRS Analysis
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Number of Months Between
Termination and Rehire-TRS

11 month

m 2 months

13 months
[14-12 months

m 12-24 months
Jover 24 months

TRS Rehired Retirees by School Year

0%
112002

n 2003
[12004
12005

36%

33%

TRS Analysis
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TRS Rehired Retiree Job Class Detall

IRS Analysis

Job Class

8th Grade Resource Team Leader
Admin Asst. For Education
Counselor

Curriculum Director

Dir of Academic Prog.
Director of Curriculum
Education Program
Coordinator/Teacher
Education Specialist

Grants Administrator

Interim Principal

ltinerant Indian Arts

Learning Center Coodinator
Librarian

Principa

Principal/Teacher
Psychologist

REA Bldg. Spec.

School Nurse
SchoolPsz&hmo Ist
School-to-Work Proi. Coordinator
Site Administrator

Site Development Supervisor
Special Ed. Supervisor
Special Ed. Teacher

Speech Therapist

Staff Development Spec.
Superintendent

Teacher, genera

Teacher. Advanced Science/Math
Teacher, English

Teacher. ESL

Teacher. Math

Teacher, Music

Teacher, Reading

Teacher. Resource

Teacher, Science

Teacher. Secondary
Teacher, Spanish

Teacher, Special Ed,

T ‘chei. Title 1

Teacher, Vocational Education

Page 25
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Memorandum State ofAlaska

Department of Law

TO: Melanie Millhom DATE: September 14, 2004

Director
Division of Retirement & Benefits OUR FILE: 661-05-0035

FROM: Toby N. Steinberger TELEPHONE NO: 269-5178
Assistant Attorney General
Labor & State Affairs Section SUBJECT: Reemployed retirees - effect
Anchorage of HB 242 (2001) sunset

provision

Virginia B. Ragle

Assistant Attorney General
Labor & State Affairs Section
Juneau

. INTRODUCTION

You have asked about the effect of the “sunset” provision of HB 242, which was
enacted in 2001 (ch. 57, SLA 2001). HB 242 amended Public Employees’ Retirement
System (PERS) and Teachers’ Retirement System (TRS) statutes to allow certain retirees
who returned to work in positions normally covered by the systems to waive coverage
under the systems. Therefore they would not be required to contribute to PERS or TRS

and they would not accrue additional service credits. However, the reemployment

amendments allowed eligible employed retirees to continue to receive their retirement

benefits while employed.1 The bill spceifically included provisions that repeal these
amendments on July 1, 2005.

This memorandum confirms oral advice that, once the re-employment
amendments are repealed, the statutes that previously required rcemployed retirees and
their employers to contribute to the applicable retirement system and terminate retirement
benefit payments upon reemployment will apply. Therefore any member who has been
receiving retirement benefits while employed by a TRS or PERS employer would, as of
July 1, 2005, no longer receive retirement benefits while employed but would again start
accruing additional service credits and making contributions to PERS/TRS.

Prior lo the enactment of 11B 242, under the Public Employees' Retirement
System and Teachers’ Retirement System statutes, if a retiree member returned to
PF.RS/TRS employment, his/her retirement benefits ceased and the member and his/her
employer would resume making contributions to PERS/TRS. The member would accrue

additional service credits.
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September 14, 2004

Melanie Millhom, Director, Retirement & Benefits
Page 2

File No. 661-05-0035

1. BACKGROUND

A. Legislative history

Before July 1, 2001, with limited exceptions, the PERS and TRS statutes required
employees of PERS employers and teachers hired by TRS employers to participate in the
applicable retirement system. AS 14.25.040; AS 39.35.120. The statutes also prohibited
payment of retirement benefits to rccmployed retirees during the period of reemployment.

AS 14.25.043; AS 39.35.150.2

HB 242 was introduced in the 20”1 legislative session. Among other things, the
bill amended AS 14.25.043, relating to the reemployment of retired TRS members, and
AS 39.35.150. relating to the reemployment of retired PERS members. Sections 4 and S
of HB 242 amended these statutes to provide that if a retired member of TRS or PERS
returns to employment, the member could elect to continue to receive retirement benefits
during the period of reemployment but would not continue to accrue credited service.
AS 14.25.043(b) and AS 39.35.150(b). In addition, no deductions would be made from
the member’s salary for contributions to his/her retirement system and the employer
would make no contributions on behalf of the member. AS 14.25.043(b) and
AS 39.35.150(b). This option would only be available to members who look normal

2 Prior to HB 242, AS 14.25.043(a) provided:

If a retired member again becomes an active member, benefit
payments may not be made during the period of employment. The
retirement benefit must be suspended for the entire school year if the
teacher is reemployed as an active teacher for a period equivalent to
a year of service. During the period of reemployment, deductions
from the member’s salary will be made in accordance with

AS 14.25.050.

AS 3°,35.150(a) provided:

If a retired employee subsequently becomes an active member,
benefit payments may not be made during the period of
reemployment. During the period of reemployment, deductions
from the employee's salary shall he made in accordance with AS
39.35.160, Upon Subsequent retirement, the retired employee is
entitled to receive an additional pension based on the credited
service and the average monthly compensation earned during the
period of re-employment in accordance with AS 39.35.370.
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Melanie Millhorn, Director, Retirement & Benefits
File No. 661-05-0035

retirement; a member who participated in an earlier retirement incentive program or took
early retirement would not be eligible to take advantage of these amendments.
AS 14.25.043(b) and AS 39.35.150(b). The amendments provided that the election
was irrevocable during the period of reemployment. AS 14.25.043(b) and

AS 39.35.150(b).

With respect lo TRS, at section 1of the bill, the legislature provided that a teacher
could only take advantage of the reemployment amendments if the school district or
Rural Educational Attendance Area (REAA) had made a declaration of an anticipated
shortage of teachers in particular disciplines. AS 14.20.135.

Section 12 of the bill repealed the reemployment amendments as of July 1, 2005.
At section 15 of the bill, the legislature reinstated the law as it existed prior to
July 1,2001. Section 13 of the bill required that the administrator of TRS annually report
to the legislature on the effects of the bill on the retirement system.

Guy Bell, Director of the Division of Retirement and Benefits (DR&B), and
employers and employee organizations testified in support of the reemployment
amendment during committee hearings. That testimony explained that the amendments
were meant to provide incentives for PERS and TRS retirees to return to work for school
districts, the state, and other PERS employers, in order to alleviate workforce shortages
and the “brain drain” resulting from retirement of the baby boom generation, among other

causes.

The legislative history of the sunset provision of MB 242 is not extensive. The bill
was introduced on April 10. 2001, and was passed less than a month Ilater, on
May S. 2001. House Finance Committee members first raised the suggestion of a sunset

provision lor the reemployment amendments at a hearing on April 23, 2001* The

A similar sunset provision was proposed for TRS reemployment provisions
included in SB 149, at an AptiJ 20, 2001, Senate Health, Education and Social Services1
committee hearing. The minutes indicate that Division Director Guy Bell testified that lie
believed "it is a good idea to include a sunset provision so that the legislature can re-
evaluate this program in the future.” Vice-Chair Leman "said his intention was to gei
something into effect that will work this year and next year and then take another look at
it.” At the Senate Finance committee hearing on April 25. 2001, the staff to Senator
Leman testified that SB 149 provided for an annual report lo the legislature regarding the
impact of the reemployment of retired teachers on the retirement program itself. He
further indicated that the legislation has a sunset clause “in the event the teacher shortage
situation changes.” SB 149 was enacted as chapter 58, SLA 2001. SB 149 included a
July 1 2005 sunset date for the TRS retiree reemployment provisions.
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minutes of the hearing indicate that the purpose of the sunset provision was to allow the
legislature an opportunity to study the effect of allowing retired members to return to

employment as provided in the proposed amendments. The minutes of the

April 23, 2001, meeting read in pertinent part:

Representative Whitaker asked if thought had been given on the
affect [sic] on the entry-level workforce. He noted that new
graduates could lose in the choice between experience-retired

teachers.

Representative John Davies echoed concerns of Representative
Whitaker and noted that he would propose a 3-year sunset to allow
assessment o funintended consequences .... (Emphasis added).

The minutes indicate that later in the hearing the committee continued to discuss the

sunset provision:

Representative John Davies MOVED to ADOPT Amendment 1. He
reiterated that the amendment would provide a 3-ycar sunset. He
expressed support for the legislation but felt that it would be good

legislative policy to review the change.

Representative Kott did not object to the si'.nsel provision. He
acknowledged that the sunset would require the legislature to review
the issue, but felt that any problems would be discovered in the next

few years.

Ms. Hlgee testified that the amendment would not have an adverse
affect [sic] but questioned if 3 years would be suflicicnt time to

review the program.

Representative John Davies stated that he would not object to a

longer period.

Co-Chair Williams questioned if a livc-year period would be too

long.

Representative Kott ohserved that sunset would fall before the
increase in retiring teachers that is expected in the year 2005.

Page 29



September 14, 2004

Melanie Millhom, Director, Retirement & Benefits
Page 5

File No. 661-05-0035

Representative John Davies stated that he would entertain a motion

to change the date to 2006.

Vice-Chair Bunde Moved to Amend Amendment | by changing the
sunset date lo the year 2005. There being NO OBJECTION- it was

so ordered.

There being NO OBJECTION, Amendment | was adopted.

Although the minutes indicate that a sunset date in 2005 was adopted, the published
House Finance Committee substitute included provisions that repealed the reemployment

provisions effective July 1, 2006.

The Senate Finance Committee discussed the sunset provision on May 4, 2001.
The minutes reflect again that the purpose of the sunset provision was to allow the
legislature an opportunity to evaluate the effectiveness of the reemployment amendments.

The committee hearing minutes read:

Representative Kott indicated the changes in the committee
substitute primarily pertain to the TRS benefits. He stated the
committee substitute also changes the repeal date of this legislation
from five, to four years, lie explained this change was made based
upon projections showing the effectiveness of the program in five

years. (Emphasis added.)

Duiing the Senate Finance Committee hearing, the sunset provision for the reemployment
amendments was amended from five to four years, to be effective July 1 2005. This is
the version of the bill that was passed by the legislature, and signed by the governor. The
sunset provision, section 12, affects only the reemployment amendments discussed above

and not oilier provisions of the bill*x

The Department of Law’s review of HB 242 for the governor explained lhe sunset

provision as follows:

Both the TRS and the PERS provisions allowing retired rehires to
continue to collect their retirement benelits have sunset dates. The
relevant provisions are repealed as of July |. 2005. Presumable the
legislature included this repealer so that it can examine, afterfour

For example, the enhancements to PERS and TRS medical benefit eligibility and
changes to the PERS cost-of-living differential provisions do not sunset.
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years, whether these provisions are having their intended effects.

(Emphasis added).

B. Division of Retirement and Benefit’s Publications and Forms

Information published by DR&B explains to PERS and TRS members the

reemployment options under HB 242. The documents that most clearly indicate lo

members that the reemployment amendments only cover the periods of employment from
July 1, 2001 through June 30, 2005, are the waiver forms that DR&B requires members
to sign in order to waive PERS/TRS coverage. The “PERS Waiver Option -
Reemploycd Retiree” form succinctly informs PERS members that the waiver only
covers the reemployment periods from July 1, 2001, to June 30, 2005. The PERS waiver

form reads:

This waiver covers reemployment periods from July 1, 2001 to

June 30, 2005 . ..

Similarly, the “TRS Waiver Option - Reemployed Retiree” form informs TRS
members that the waiver option only applies if the teacher’s school district or REAA
makes a finding of an anticipated shortage of teachers from July 1, 2001 to

June 30, 2005. This TRS form provides:

This waiver is only effective if a school district or Rural
Educational Attendance Area (RHAA) has made a declaration of a
shortage, or an anticipated shortage of qualified teachers in
particular disciplines or specialty areas from July 1, 2001 to June 30,
2005. 'flic school district or REAA must pass a written resolution
which defines those disciplines or specialty areas. ..

Other DR&B publications do not specifically address whether a reemploycd
member may continue reemployment under the amendments after the sunset date.
However, these DR&B publications do set out the sunset date for the new reemployment
option. For example, an Employer Newsletter sent to PFRS and TRS employers in the
fall of 2001 describes the waiver option:

“Standard Option” or the new “Retiree Reemployment Waiver
Option.” 'flic new Retiree Reemployment Waiver Option is a rcsuT
of 11B 242 and Senate Bill 149 - legislation passed and signed this
last session and effective July |, 201-1. through June 30, 2005.
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DR&B’s May 2001 Newsbreak sent to PERS members describes the requirements for the
new option, and states tha* the option “expires on July 1, 2005.”

A document on DR&B’s web site entitled “PERS Working After Retirement”
describes the waiver opt:on, and explains that “The law is effective July 1, 2001, and
ends June 30, 2005.” The web site also explains that “Once you file a PERS Waiver
Option - Reemployed Retiree form with the Division of Retirement and Benefits, the
election is irrevocable for the period of reemployment covered by the waiver.”

With respect to TRS, DR&B’s Newsbreak of October 2001 has a discussion of
HB 242. Jt provides that no new waivers can be filed after June 30, 2005. A document
on DR&B’s web site entitled “TRS Working After Retirement” describes the waiver
option for TRS members. This brochure provides that “[tlhe law is effective
July 1, 2001, and ends June 30, 2005” and that “the election is irrevocable for the period

ofreemployment or July 1of the school year employed.”

C. PERS/TRS regulations

Division of Retirement & Benefits adopted PERS emergency regulations on
July 2, 2001, which became permanent on September 17, 2001, and TRS emergency
regulations on July 2 and July 5. 2001. which became permanent on October 29, 2001.
2 AAC 35.322 (PERS); 2 AAC 36.236 and 36.237 (TRS).5 The regulations set out
requirements for electing waiver of PERS and TRS coverage by reemployed retirees.
The regulations do not address the eligibility of recmployed retirees to continue to
receive retirement benefits after the reemployment provisions arc repealed on

July 1,2005

1. DISCUSSION

A. The reemployment provisions and (he legislative history of the sunset
provision indicate that the Ilegislature did not intend that the
reemployment amendments continue to apply to reemployed retirees
once the amendments were repealed.

In our opinion, the repeal of the reemployment provisions and reinstatement of the

pre-11B 242 statutory language do not evidence an intent of the legislature to allow

continuation of any aspect of the retiree reemployment option after June 30, 2005. The

These regulations appear in the supplement, rather than the main pamphlet for

2 AAC because they were not published in the Alaska Administrative Code until

August 2003.
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testimony of the legislators demonstrates that they only intended the amendments to be
temporary, until repealed on July 1, 2005, because they wanted to assess the impact of the
reemployment amendments on the workforce and on the retirement system. During
hearings on the bill, Representative John Davies echoed Representative Whitaker’s
concern that the reemployment amendments would affect new graduates’ ability to enter
the workforce and proposed a sunset provision to allow “assessment of unintended
consequences.” The legislative history of SB 1496 similarly indicates that the

reemployment amendments were an experiment. DR &B director Guy Bell testified that

the sunset provision would allow the legislature an opportunity to evaluate the program.
Staff to Senator Leman also testified that the annual report, required for TRS under both
HB 242 and SB 149, would allow the legislature to study the impact of the reemployment

amendments on the retirement system.

Although the bill had broad support from employers and employee organizations,

the reemployment amendments to alleviate workforce shortage problems of PERS and
What is clear is that the legislature inc’uded

TRS employers were new and untested.
and

provisions to sunset the reemployment provisions in order to review the change:
assess their efficacy and consequences. |If experience with the changes over lime
revealed that the reemployment amendments were not needed, did not have the intended
effect, or had other unintended consequences, the automatic repeal would terminate the
effect of the amendments. It does not stand to reason that the legislature intended a
program that proved to be unnecessary, ineffective, or detrimental to be perpetuated by
unexpressed “grandfather” rights once the amendments were repealed.

The legislature could have provided reemploycd retirees with grandfather rights to
both be employed and continue to receive retirement benefits after June 30, 2005. if it
had intended lo do so. An obvious example of this would be a simple clause exempting
retirees who were reemploycd under the program on June 30. 2005, from the repeal.
Another example is that, instead of repealing the reemployment amendments, the
legislature could have specifically established June 30, 2005, as the deadline for
reemployment and execution of a waiver of coverage in order for a retiree to participate

in the program.

SB 149 is discussed at fn. 3. |B 149 did not address reemployment of PHRS
members, but contained the basically the same reemployment amendments for TRS
members that were contained in MB 242. SB 149 was enacted as chapter 58, SI.A 2001.
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B. Article Xli, section 7 of the Alaska Constitution does not give
reemployed retired employees a contract right to receive retirement
benefits while employed with a PERS/TRS employer after

June 30, 2005.

A rcemployed retiree might argue that lie/she has a contract right under the Alaska
Constitution, article X 11, section 7 to continue reemployment under the amendments after
June 30, 2005. We do not believe such an argument would prevail. To the extent the
reemployment amendments provide any member with contractual rights under Alaska
Constitution, article X111, section 7, the sunset provision constitutes part of the contract,
extinguishing any right that a retired member may have had under the reemployment

amendments.

Article X1, section 7. of the Alaska Constitution provides that:

Membership in employee retirement systems of the State or its
political subdivisions shall constitute a contractual relationship.
Accrued benefits of these systems shall not be diminished or

impaired.
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The coini disagreed. The court stated that any condition subsequent must be
expressed or implicit and that it was not certain that EPORS would be repealeds The

court wrote:

The Restatement defines “condition subsequent” as a condition
which, if it occurs, “will extinguish a duty to make compensation for
breach of contract after the breach has occurred.” If the repeal of ch.
205, SLA 1975, operates as such a condition in this case, it would
justify the State in breaching the contract we have determined is in
existence and extinguish any duties the State would have otherwise
had to make payments under that act. Because conditions
subsequent have the effect of causing a forfeiture of contract rights
that are otherwise due and enforceable, they arc not favored by the
law. Generally speaking, "the intent to create a condition
subsequent must appear expressly or hy dear im plication ” if such a
condition is to he found. [Citations omitted]

In the present case there is no express condition subsequent
contained in the contract between appellees and the State of Alaska
Appellant's position, then, is that Such a condition ex 4s “bv clear
implication.” We note lino that in Alaska the referendum operates
as a repeal. . . and tliaf for that reason, appellant's argument seems
to run directly counter to the provisions ot AS 01.10.100(a). Under
that statute, “(t)he repeal ... ol any law (loss not release or extinguish
any . . liability incurred or right accruing or accrued under such
law ”  Further, we share appellees’ apprehension that finding a
condition subsequent to be impliiit in the contract under
consideration would undermine article XII, Section 7. He helteve
thoi it the passthilu\ of repeal of a lau louht function as an implit it
condition suhse>pient to it contract formed undir that law, the
protection of tontraci rights afforded hv artii le XU, sietion 7, would

he seriously eroik'd

625 P.2d at M X.

| he court also found that AS (31 10.ldn, regarding the elleet ol repealing a statute,
did not extinguish the \xpted rfgfvts ol the elected puMic ollicials to their benelits. As
discussed infiii, 11B 242 docs not pio\ ide the reemployeil retirees with \ested rights

Page 35



September 14. 2004

Melanie Millhorn, Director. Retirement & Benefits
Page 1|

File No. 661-05-0035

The repeal of the reemployment amendments contained in [IB 242 s
distinguishable from the referendum that repealed EPORS. The “condition subsequent’ -
the repeal of the reemployment amendments and reinstatement of the ban on payment of
benefits to persons working for employers covered by PERS or TRS - is expressly
provided for in HB 242, which is supported by the committee minutes.

C. IIB 242 does not provide the reemployed retirees with a vested right to
continued employment under the terms of the amendments. Therefore
the repeal of the reemployment amendments extinguished any rights
that reemployed retirees had under those amendments.

In prior court decisions, the court has held that public employees have a “vested
right” to pension benefits that were available lo them during their employment.
Consequently, rcemployed retirees may argue that they have a “vested right” to the

reemployment amendments, even alter June 30, 2005. However, it is our opinion that

they do not have a vested right to take advantage of the reemployment amendments alter
June 30, 2005.

AS 01.10.100 pertains to the cffdCt ol a repeal of a statute on existing rights.
AS 01.10.400 provides in pertinent part:

Effect of repeals or amendments.

(a) The repeal or amendment ol a law does not release or extinguish
any penalty, forleiture, or liability incurred or right accruing or
accrued under that law. unless the repealing or amending act so
provides expressly The law shall be treated as remaining in force
lor the purpose of sustaining any proper action or prosecution lor the
enforcement of the right, penalty, forfeiture, or liability.

(b) The expiration of a temporary law does not release or extinguish
a penally, forfeiture, or liability incurred or right accruing or accrued
under that law unless ihe temporary law so provides expressly, and
that haw shall be treated as still remaining in loae for the purpose of
sustaining am proper action or prosecution Ibr the enforcement ol
ihe penally, forleiture. or liability or right accruing or act rued.
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The court has held that a “right” under AS 01.10.100 means a “vested right” that is
protected from state action under the Fourteenth Amendment of the United Stales
Constitution and article I, section 7, of the Alaska Constitution. Alaska Pub. Util
Comm'™. v. Chugach Elec. Ass’nh, 580 P.2d 687 (Alaska 1978), overruled on other
grounds by Citv & Borough ofljuneau v. Thibodeau, 595 P.2d 626 (Alaska 1979).

Based on the legislative history of HB 242, we conclude that the legislature did
not intend to give reemploycd retirees a right to continue receiving pension benefits while
employed alter June 30, 2005. As discussed above, the legislature wanted to reevaluate
the effectiveness of the reemployment amendments before it decided to continue the
application of those provisions beyond June 30, 2005. Therefore, rccmployed retirees
should have no expectation that the reemployment amendment would continue to apply

to them after June 30, 2005.

Hammond v. lloffheck, 627 P.2d 1052 (Alaska 1981) is distinguishable from the
situation that HB 242 presents. In Hammond v. Hof/1)Pck. the court ruled that employees
have vested rights to pension benefits in PERS on employment and enrollment in
PERS.10 Subsequent amendments to PF.RS that diminished the benefits of some
members could not constitutionally be applied to those members. In the instant case,
there is no subsequent amendment; rather, the sunset provisions arc part of the same act
that established the reemployment program. Since the sunset provisions constitute an
integral part of the contractual right, application of the sunset provisions will not dimmish
benefits. Moreover, after June 30. 2005, reemploycd retirees can still receive their
pension benefits if they leave employment with a PURS or TRS employer or they can
resume membership in PURS and TRS and begin accruing additional rights and benefits.

i). A study should he conducted to assess whether the reemployment of
retired members has been effective.

Since the amendments will sunset on July |. 2005, DR&B may want lo conduct a
study to determine whether the reemployment amendments have been eltective in
alleviating workforce shortage, have saved employers money, and have not been a cost
burden to PURS or IRS. The DR&B can then make recommendations to the legislature.

As discussed above in footnote % in Hammond r. Allen, the court also relied on
AS 01.10.100. In that ease, public officials worked during the period that UPORS was in
elled. There was no certainty that it was going to he repealed. Theiclorc, under 'he
llo ffh eck decision, the public officials had a vested retirement benefit and therefore were

entitled to henetits under UPORS when they retned.
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‘I'lie legislature will then have an opportunity to decide whether to continue the program
after June 30, 2005, to make changes to the program, or to allow it to sunset.
V. CONCLUSION

In summary, based on the statutory language and legislative history, it is our
opinion that once the reemployment amendments sunset on July 1, 2005, ieemployed
retirees can no longer receive retirement benefits while employed by a PERS or TRS
employer. If they continue employment with a PERS or TRS employer, they must begin
making contributions. We understand that some rcemployed retirees have contacted
DR&B inquiring whether they can continue to receive retirement benelits and remain
employed with a PERS/TERS employer after June 30. 2005. We recommend that the
DR&B provide written notification to all reemploved retirees that, absent legislative
action, they no longer will continue to receive retirement benefits Worn PERS or TRS
after June 30, 2005 if they continue employment. We also recommend that the DR&B
consider conducting a study on the effectiveness of the amendments and providing a
report to the legislature in order that the legislature can decide whether to continue this

program.

TNS'VHIUmbrea
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HOUSE CS FOR CS FOR SS FOR SENATE BILL NO. 149(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TVVEN TY-SECOND LEGISLATURE -FIRST SESSION

BV THE HOUSE FINANCE COMMITTEE

Offered: 5/4/01
Referred: Rules

Spmisor(s): SENATORS LEMAN, Davis

REPRESENTATIVES Wilson, Stevens, Dyson, Janies, Green, Crawford
A BILL
FOR AN ACT ENTITLED
"An Act relating to reemployment of retired teachers, to eligibility for major medical
insurance coverage for beneficiaries of the teachers' retirement system, and to teacher

certificates; and providing for an effective date."
BE IT ENACTED BV HIE I.LEGISLA EURE OI-THE STATE OF ALASKA:

* Section |I. AS 14.20.DIO is amended to road:
See. 14.20.(110. Teacher certificate required. A person may not be
employed as a teacher in the public schools of the state unless that person possesses a
valid teacher certificate eseept that a person who has made application to the
department lor a teacher eerlim.ile. including a preliminary teacher certificate
under AS 14.20.015, or renewal of a teacher certificate that has not been acted upon
by the department may be employed as a teacher in the public schools ol the state until
the department has taken action on the application, but in no case may employment
without a eernlicate last longer than three months

* Sec. 2. AS 14 20 is amended by adding new sections to read

SMIM'H- -I- IK S CSSSSH 149(1TN)
Ntyv 7V.V* Um'c+1 mod IPFJL.ETEP TEXT BFACKETIMI
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See. 14.20.015. Recognition of certificates of out-of-state teachers, (a) The
department shall issue a preliminary teacher certificate to an out-of-state teacher who
meets the requirements of this section. To be eligible for a preliminary teacher
certificate, a person shall

(1) bhave received at least a baccalaureate degree from an institution of
higher education accredited by a recognized regional accrediting association or
approved by the commissioner;

(2) hold a valid teacher certificate issued by another state;

(3) have submitted fingerprints to the department to be used for a
criminal history background check and been found by the department to be suitable for

employment as a teacher under AS 14.20.020(f);
(4) have paid the fee required by the department under

AS 14.20.020(c).

(b) An out-of-state teacher who has been issued a preliminary teacher
certificate under this section shall pass the competency examination designated by the
board under AS 14.20.020(i) within one year after the date the preliminary teacher
certificate was issued. If the teacher dues not pass the examination, the department
shall immediately revoke the teacher's preliminary teacher certificate.

(c) The preliminary teacher certificate issued under this section must contain
the same endorsements as those on the current valid teacher certificate issued by the
other state.

(d) A teacher holding a preliminary teacher certificate issued under this
section may be employed to provide instructional services for a school district or
regional educational attendance area only if the teacher certificate issued by the other
state is valid at the time the teacher commences to provide instructional services for
the school district or regional educational attendance area.

(e) Employment under a preliminary teacher certificate shall be considered m
determining whether a teacher qualities for tenure under AS 14.20.1 ML However a
teacher may not be granted tenure unless the teacher holds a teacher eertiticatc issued

under AS 14 20.020.

(1) A preliminary teacher certificate and any endorsements issued under this

S —2- _ SliUMVr
New Tixt imirrljjv-.1 iI"LFTKI) zSX$ UKArynTi:VI
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section are valid for three years and may not be renewed. The department may not
issue a provisional certificate or a temporary certificate to a teacher who has held a
preliminary teacher certificate.

See. 14.20.017. Grace period for issuance of regular teacher certificates to
previously certificated teachers, (a) The department shall issue a teacher certificate
as described in AS 14.20.020, subject lo revocation, to a teacher who meets the
requirements of this section. To be eligible for a revocable teacher certificate under
this section, a person shall

(1) bhave held a valid teacher certificate issued under AS 14.20.020 that
expired more than 12 months before the teacher applied for a certificate under this

section;

(2) have paid the fee required by the department under
AS 14.20.020(c).

(b) A revocable teacher certificate issued under this section is valid fi r one
year, during which the teacher shall complete any requirements for the issuance of a
regular teacher certificate under AS 14.20.020 that the teacher has not already met.
The department shall expedite the procedures required of teachers holding revocable
teacher certificates who are necking certification under AS 14.20.020.

(c) A teacher holding a revocable teacher certificate under this scctioi who
previously passed the cuinpetency examination designated by the board under
AS 14.20.020(i) is not required to retake the examination before being eligible lor a
regular certificate under AS 14.20.020. A teacher holding a revocable tiachcr
certificate who did net previously take or pass the competency examination shall take
and pass the examination within one year alter the dale the revocable teacher
certificate was issued. If the teacher does not pass the examination, the department
shall immediately revoke the revocable teacher certificate.

til) A teacher holding a revocable teacher certificate under this section max
not receive a teacher certificate issued under AS 14.20 020 until lire teacher submits
fingerprints to the department to be used for a criminal historv background check and

the teacher has been found by the department to be suitable lor employment as a

teacher under AS 14.20.020(f).

IIC SCSSSSO M9O(l IN)
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(c) The revocable teacher certificate issued under this section must contain the

]

2 same endorsements as those on the teacher's expired teacher certificate.

3 (0 Employment on the basis of a revocable teacher certificate issued under
4 this section shall be considered in determining whether a teacher qualifies for tenure
5 under AS 14.20.150.

6 (g) A revocable teacher certificate and any endorsements issued under this
7 section arc valid for one year and may not be renewed under this section. The
S department may not issue a provisional certificate or a temporary certificate to a
9 teacher who has held a teacher certificate issued under this section.

10 * See. 3. AS 14.20 is amended by adding a new section to read:

1 Sec. 14.20.135. Employment of retired teachers because of shortages, fa)
12 A school district or regional educational attendance area that has or anticipates having
13 a shortage of teachers qualified to teach in a particular discipline or specialty may, by
14 resolution, adopt a policy that permits the employment of retired teachers who are
15 qualified to teach in the discipline or specialty in accordance with this section. The
lo policy must describe the circumstances that constitute the shortage. If a shortage of
17 teachers exists as described in the policy, the district or attendance areashallnotify the
IS administrator of the teachers' retirement system (AS 14.25) that it ishiring retired
19 teachers ur.der this section.
20 (b) A teacher who retired under AS 14.25.110(a) and is subsequently
21 recmploved under this section may. within 30 days after the dale of reemployment,
2" elect to continue receiving retirement benefit payments under AS 14.25 during the
23 period of reemployment by filing a waiver of coverage as set out in AS 14.25.U43(b).
24 (c) A school district or regional educational attendance area may not cmplov a
25 teacher, principal, or administrator who participated in a retirement incentive program
20 under ch. 20. SLA ['W=. ch. N9, SLA I9N9, ch. 05, SLA 1990, ch. 4, LSS1.A 1990. or
27 eh. 92. SLA 1997. under this section.

2S id) A letired teacher employed under this section is not eligible to acquire,
29 maintain, or reacquire tenure under AS 14.2b. 150.

20 * Sec. 4. AS 14,25.040(»u is amended to read:

3 (@) l'nless a teacher or member has elected to participate in the optional

-4- SHOP
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university retirement program under AS 14.40.661 - 14.40.799 or lias filed an
election under AS 14.25.043(b), a teacher c: member contracting for service with a
participating employer is subject lo this chapter.

* Sec. 5. 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(bl], a teacher or member contracting for service
with a participating employer is subject to this chapter.

* Sec. 6. AS 14.25.043 is amended to read:

See. 14.25.043. Reemployment of retired members, fa) If aretired 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 if the
teacher is ccmploycd as an active teacher for a period equivalent to a year of service.
During the period of reemployment, the member is subject AS 14.25.050 and
deductions from the member's salary will be made in accordance with AS 14.25.050.

(b) A school district or regional educational attendance area that has
adopted a policy that permits the employment of retired teachers in accordance
with AS 14.20.135 shall notify the administrator that it is hirinti retired teachers
under AS 14.20.135. A teacher who retired under AS 14.25.110(a) and
suhseoucntlv becomes an active member under a policy adopted in accordance
with AS 14.20.135 may, within 30 days of the date of reemployment, elect to
continue receiving benefit payments durinii the period of rccmplovmcnl bv filinti
a waiver of coverage with the administrator on a form provided bv the
administrator. An election under this subsection waives coverage for the period
of reemployment and is irrevocable durintz the period of reemnlovnient.
Deductions from the member's salary mav not be made under AS 14.25.050
during the period of reemployment, and the member mav not receive credited
service for the period of reemnlovnient. A member who participated in a
retirement incentive program under ch. 26. SLA 1986. ch. 893. SLA 1989. ch. 65.

SI.A 1996. ch. 4. ESSLA 1996, or ch. 92. SLA 1997. is not eligible to make an
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election under this subsection.

(c) 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. If the initial benefit
payments to which the retired member is eligible have been actuarially reduced
because the member retired early under AS 14.25.110(b), the member shall also
receive an incremental benefit based on the amount of the actuarial reduction imposed
by AS 14.25.110(j) on the first benefit and the length of time that the employee was
rcei.iployed and not receiving retirement benefits. The amount of the incremental
benefit is equal to the difference between the normal retirement benefit lo which the
member would have been entitled had the member taken a normal retirement and the
early retirement benefit that the member has been receiving based on the member's
initial pci.~d of employment multiplied by the total number of months that the
member did not receive retirement benefits because of reemployment and that amount

actuarially adjusted to be paid over the expected lifetime of the member.

* Sec. 7. 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 TILE TEACHER
MAKES AN ELECTION UNDER (b) OF THIS SECTION]. The retirement benefit
must be suspended for the entire school year if the teacher is rcemployed as an active
teacher for a period equivalent to a year of service. During the period of
reemployment, [HIE MEMBER IS SUBJECT TO AS 14.25.050 AND] deductions

from tnc member's salary will be made in accordance with AS 14.25 050.

* Sec. 8. AS 14.25.168(d) is amended to read1

(d) A Dbenefit recipient may elect major medical insurance coverage in

accordance with regulations and under the following conditions:

(1) a person who Inis less than 25 years of membership service and
who is younger than 60 years of age must pay an amount equal to the full monthly

group premium for retiree major medical insurance coverage;

(2) [A PERSON WHO IS AT LEAST (O YEARS OF AGE BUT IS

YOUNGER THAN 6™ YEARS OF AGE MUST PAY AN AMOUNT EOUAL TO

. 6- SHOUI-
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ONE-HALF OF THE FULL MONTHLY GROUP PREMIUM FOR RETIREE

MAJOR MEDICAL INSURANCE COVERAGE;

(3)] a disabled member, a disabled member who is appointed to
normal retirement, [OR] a person 60 [65] years of age or older, or a person who lias
at least 25 years of membership service is not required to make premium payments.

* See. 9. AS 14.20.135 and AS 14.25.043(b) arc repealed July 1,2005.
* Sec. 10. The uncodificd law of the Slate of Alaska is amended by adding a new section to
read:

REPORT TO LEGISLATURE. Annually, beginning in 2002 and ending in 2006, the
administrator of the teachers' retirement system shall report to the legislature by the 30th day
of the regular legislative session concerning the effect of this Act on the retirement system.

* See. 11. The uncodificd law of the State of Alaska is amended by adding a new section to
read:

REGULATIONS FOR RETIRED TEACHERS. Notwithstanding see. 14 or this Act,
the Alaska Teachers' Retirement Board may immediately proceed to adopt regulations
The regulations take

necessary to implement changes made by sees. 4, 6. and 8 of this Act.

effect under AS 14.25.022, but not before July 1, 2001.
* See. 12. Section 11of this Act takes cftcct immediately under AS 01.10.070(c).

* See. 13. Sections 5. 7, and 9 of this Act lake effect July 1 2005.

* Sec. 14. Except as provided in secs. 12 and 13 of this Act, this Act takes effect July 1

2001.

—7- [ICS CSSSS11 M9(FIN)
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SENATE CS FOR CS FOR HOUSE BILL NO. 242(FIN)
INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE -FIRST SESSION

HV THE SENATE FINANCE COMMITTEE

Offered: 5/5/01
Referred: Rules

Sponsor(s): REPRESENTATIVES KOTT, Stevens, Hayes, Dyson, Cissnu, Crawford, Guess

A BILL

FOR AN ACT ENTITLED
"A h Act relating to reemployment of and medical benefits for retired members of the
teachers' retirement system and public employees' retirement system; relating to the
inclusion of cost-of-living differentials on compensation and benefits under the public

employees' retirement system; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.20 is amended by adding a new section to read-

Sec. 14.20.135. Employment of retired teachers because of shortages. (ai
A school district or regional educational attendance area that nas or anticipates having
a shortage of teachers qualified to teach in a particular discipline or specialty may, by
resolution, adopt a policy that permits the employment of retired teachers who are
qualified to teach in the discipline or specialty in accordance with this section. The
policy must describe the circumstances that constitute the shortage. If a shortage ol
teachers exists as described in the policy, the district or attendance area shall nu‘ily the

administrator of the teachers' iviiremenl system (AS 14.25) that it is hiring retired

HH0242C SC'S CSHH 242(FIN)
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teachers under this section.

(b) A teacher who retired under AS 14.25.110(a) and is subsequently
reemploycd under this section may. within 30 days after the date of reemployment,
elect to continue receiving retirement benefit payments under AS 14.25 during the
period of reemployment by filing a waiver of coverage as set out in AS 14.25.043(b).

(c) A school district or regional educational attendance area may not employ a
teacher, principal, or administrator who participated in a retirement incentive program
under ch. 26, SLA 1986; ch. 89, SLA 1989; ch. 65, SLA 1996: ch. 4, FSSLA 1996; or
ch. 92, SLA 1997, under this section.

(d) A retired teacher employed under this section is not eligible to acquire,
maintain, or reacquire tenure under AS 14.20.150.

* 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(h), a teacher or member contracting for service with a

participating employer is subject to this chapter.

* See. 3. 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 FILFD AN
FLECTION UNDER AS 14.25.043(b)], a teacher or member contracting for service
with a participating employer is subject to thjs chanter.

* Sec. 4. AS 14.25.043 is amended to read:

Sec. 14.25.043. Reemployment of retired members, (aj If a retired member
again becomes an active member, benefit payments may not be made during the
period of reemployment unless the tcnelier makes mi election under (h) of this
section. The retirement benefit must be suspended for the entire school year if the
teacher i>=reemploycd as an active teacher for a period equivalent lo a year of service.
During the period ol reemployment, the member is subject to AS 14.25.05(1 mid
deductions Imm the member's salary will be made in accordance with AS 14.25.050.

(b) A seliool district or roijionul educational attendance urea that lias

adopted a policy that permits the employment of retired teachers in accordance

-2- HU0242C
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with AS 14.20.135 shall notify the administrator that it is hiring retired teachers

]

2 under AS 14.20.135. A teacher who :<-ircd under AS 14.25.110(a) and
3 subsequently becomes an active member tinder a policy adopted in accordance
4 with AS 14.20.135 may, within 30 days of the date of reemployment, elect to
5 continue receiving benefit payments during the period of reemployment by filing
6 a waiver of coverage with the administrator on a form provided bv the
7 administrator. An election under this subsection waives coverage for the period
8 of_re=mplovment and is irrevocable during the period of reemployment.
9 Deductions from the member's salary mav not be made under AS 14.25.050
10 during the period of reemployment, and the member may not receive credited
1 service for tlie period of reemployment. A member who participated in a
12 retirement incentive program under ch. 26, SLA 1986; ch. 89. SLA 1989; ch. 65.
13 SLA 1996; ch. 4. FSSLA 1996; or ch. 92. SLA 1997, is not eligible to make an
14 election under this subsection.

15 (c) Upon subsequent retirement, the retired member is entitled to receive an
16 additional benefit based on the credited service and the average base salary during the
17 period of rccmploymc.it in accordance with AS 14.25.110. If the initial benefit
18 payments to which the retired member is eligible have been actuarially reduced
19 because the member retired early under AS 14.25.110(b), the member shall also
20 receive an incremental benefit based on the amount of the actuarial reduction imposed
21 by AS 14.25.110(j) on the first benefit and the length of time that the employee was
22 rcemployed and not receiving retirement benefits. The amount of the incremental
23 benefit is equal to the difference between the normal retirement benefit to which the
24 member would have been entitled had the member taken a normal retirement and the
25 early retirement benefit that the member has been receiving based on the member's
26 initial period of employment multiplied by the total number ol months that the
27 member did not receive retirement benefits because of reemployment and that amount
28 actuarially adjusted to be paid over the expected lifetime ofthe member.

29 * Sue. 5. AS 14.25.043(a) is amended to read.

30 (a) If a retired member again becomes an active member, benefit payments
31 . . not be mad? during the period of reemployment [UNI ESS THE TEACHER

11H0242C -3- S('SEISIIIt 242(1’IN)
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MAKES AN ELECTION UNDER (b) OF THIS SECTION], The retirement benefit
must be suspended for the entire school year 7 the teacher is reemployed as an active
teacher for a period equivalent to a year of service. During the period of
reemployment, [THE MEMBER IS SUBJECT TO AS 14.25.050 AND] deductions
from the member’'s salary will be made in accordance with AS 14.25.050.
* Sec. 6. AS 14.25.168(d) is amended to read:

(d) A benefit recipient may elect major medical insurance coverage in
accordance with regulations and under the following conditions:

(1) a person who has less than 25 years of membership service and
who is younger than 60 years of age must pay an amount equal to the full monthly
group premium for retiree major medical insurance coverage;

(2) [A PERSON WHO IS AT LEAST 60 YEARS OF AGE BUT IS

YOUNGER THAN 65 YEARS OF AGE MUST PAY AN AMOUNT EQUAL TO
ONE-HALF OF THE FULL MONTHLY GROUP PREMIUM FOR RETIREE
MAJOR MEDICAL INSURANCE COVERAGE;

(3)] a disabled member, a disabled member who is appointed to
normal retirement, [OR] a person 60 [65] years of age or older, or a person who lias
at least 25 years of membership service is not required to make premium payments.

* Sec. 7. AS 39.35.120(b) is amended to read:
(b) Inclusion in the system is a condition of employment for an employee
except as otherwise provided for an

£1]J) elected official;

(2) employee making an election under AS 39.35.150(b); and
(3) [FOR AN] employee of "he university who has elected to

participate in the optional university retirement program under AS 14.40.661 -

14.40.799.

* Sec. 8. AS 39.35.150 is amended to read:
Sec. 39 35.150. Re-employment of retired employees, (a) |If a retired

employee subsequently becomes an active member, benefit payments may not be
made during the period of re-employment unless the member makes an election

under (h) of this section. During the period of re-employment, deductions from the

Vnw Tvs' Uihbji lini 4 IPFLE7FO TFXT BF-\CEETFn]
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employee's salary shall be made in accordance with AS 39.35.160. Upon subsequent
retirement, the retired employee is entitled to receive an additional pension based on
the credited service and the average monthly compensation earned during the period
of re-employment in accordance with AS 39.35.370.

(b) A member who retired under AS 39.35.370(a) and subsequently
becomes an active member may, within 30 days of the date of reemployment,
elect to continue receiving benefit payments during the ncrjod of reemployment

bv filing an election with the administrator on a form provided by the
administrator. An election under this subsection waives coverage for the period
of reemployment and is irrevocable durinti the period of reemployment. During
the period of reemployment, deductions from the member's salary may not be
made under AS 39.35.160 and the member may not receive credited service. A
member who participated in a retirement incentive program under ch. 26, SLA
1986: ch. 89. SLA 1989: ch. 65. SLA 1996: ch. 4. FSSLA 1996: or ch. 92, SLA
1997, is not eligible to make an election under this subsection.

(c) A member who has not made an election under (h) of this section is
subject to AS 39.35.120 and 39.35.160.

rni ir the initial benefit payments to which the retired member is eligible have
been reduced because the member retired early under AS 39.35.370(b) or increased
because the member elected to receive a level income option benefit under former

AS 39.35.460, the member shall also receive an incremental benefit based on Ihe
amount of the reduction imposed bv AS 39.35.370(b) or the increase under former
AS 39.35.460 on the first benefit and the length of time that the employee was
reemployed and not receiving retirement benefits. The amount of the incremental
benefit is equal to the difference between the normal retirement benefit to which the
member would have been entitled had the member taken a normal retirement and the
early retirement benefit or bend it under the level income option that the member has
been receiving based on the member's initial period of employment multiplied by the
total number of months that the member did not receive retirement benefits because of
reemployment and that amount actuarially adjusted to be paid over the expected

liteiime of the member. In the ease of a member who selected benefits under the level

: 5 SC’S ( Sill* 242(1°IN)
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income option, the total numher of months may not include any month in which the

member was 65 years of age or older.

* Sec. 9. AS 39,35.150(a) is amended to read:

(@) If a retired employee subsequently becomes an active member, benefit
payments may not be made during the period of re-employment [UNLESS THE
MEMBER MAKES AN ELECTION UNDER (b) OF THIS SFC'TION], During the
period of re-employment, deductions from the employee's salary shall be made in
accordance with AS 39.35.160. Upon subsequent retirement, the retired employee is
entitled to receive an additional pension based on the credited service and the average
monthly compensation earned during the period of re-employment in accordance with
AS 39.35.370.

* Sec. 10. AS 39.35.535(e) is repealed and reenacted to read:

() A benefit recipient may elect major medical insurance coverage in

accordance with regulations and under the following conditions:

(1) a person, other than a disabled member or a disabled member who
is appointed to normal retirement, Wiua pay an amount equal to the full monthly group
premium lor retiree major medical insurance coverage if the person is

(\) younger than oO years of age and has less than
(il 25 years of credited service as a peace officer under
VS 39.35.360 and .39'35.3|7Q; or
(ill 30 years of credited service under AS 39.35.3on and
39.35.370 that is not service as a peace officer; or
(13of any age and has less than 10 years ol credited service:

(2) a person is not required to make premium payments tor retiree

major medical coverage if the person
(V) is a disabled member;
ilt) is a disabled member who is appointed to normal

retirement:

it | is 60 years of age or aider and has at least in uar> ot

credited service: or

(Dt has at least

S( st Milt 242(1 |N» Hi1242(
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(i) 25 years of credited service as a peace officer under

AS 39.35.360 and 39.35.370; or
fii) 30 years of credited service under AS 39.35.360 and

39.35.370 not as a peace oflicer.

* Sec. Il. AS 39.35.675(b) is amended to read:

(b) The amount of a cost-of-living differential may not be included in the

employee's compensation for purposes of calculating benefits paid under this chapter

w N o a M w0N

unless the employee has received a cost-of-living differential [IN A COMPARABLE

AMOUNT OR OF AT LEAST THAT MANY STEPS] for at least 50 percent of the

10 employee's credited service.

* See. 12. AS 14.20,135; AS 14.25.043(b); AS 39.35.120(b)(2), 39.35.150(b), and

12 39.35.150fc) are repealed July 1 2005.

* Sec. 13. The uncodified law of the Stale of Alaska is amended by adding a new section to

14 read:
15 REPORT TO I EGISI ATURE. Annually, beginning in 2002 and ending in 2006. the

1C  administrator of the teachers' retirement system shall report to the legislature by the 30th day
17 ol the regular legislative session concerning the effect of this Act on the retirement system.

r Sec. 14. The uncodified law of tin. state oi Alaska is amended In Adding a new section to

IM  read
20 TRANSITION; R!GULA7If>NS (al Notwithstanding sec. 17 of this Act. the

21 Alaska Teachers’ Retirement Board may immediately proceed to adopt retaliations necessary

to implement changes made by secs. 2. 4 and n of this Act The regulations take effect under

23 AS 14 25.022, but not belore July 1.2001
24 ibi Notwithstanding see 17 <# thj> Act. the Public | mplovccs' Retirement Bouul may
25 immediately proceed to adopt rewlatioiis necessary to implement changes made by secs. 7. S

10. ami 11of this Act The regulations take eluci under ASi 3M.K 012. but not befoic July |

2(i
27 2001.

2X * See. 15. Sections 3. 5. V. and 12 ol this Vt take elLct Julv 1 2005

2M m Sec. 1< Section 14 ol this Act takes eln.ct immediately under AS 01 10.070(c)

in * Sec. 17. | \ccpt as protided in secs. I* and lo ot this Act. this Act takes effect July I.
3l 2001

7 SC s( Still 242(1 IN,
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

QOY) 465- 3867 or 465-2450 STATE OF ALASKA State Cal p tol
g 2029 _Juneau. Alaska 99U0 118
Mail Stop 3tOI Deliveries to: 129 6th St., Rm. 329
MFEjViOKANI) UM April 19. 2005
SUBJECT: CSSSSB 24(STA), Reemployment of retired teachers and public

employees (Work Order No. 24-LS0211\I)

TO: Senator Gary Stevens
Attn: Katrina Meiheny

FROINI Barbara R. Craver
Legislative CounselVVv

coil have requested a sectional summary of the above-described bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered
an authoritative interpretation of the bill and the bill itself is the best statement of its
contents. If you would like an interpretation of the bill as it may apply lo a particular set
of ciicumstances, please advise.

Section |. This section amends the section of the 2001 Act which required the Teachers'
Retirement System (TRS) administrator to report annually to the legislature on the effect
of the rchirc program. This section of the bill also requires the Public Employee's
Retirement System (PERS) administrator to report to the legislature.

Section 2. lIns section applies to rehircd retired teachers under TRS who chose to
"doubL-dip" as allowed under AS 14.25.041(b) and the employers of those teachers. All
three subsections apply during the period ofJuly 1, 201)5 through June 30, 200

The first subsection, (a), allows teachers who were rehired and who chose to "double-dip"
as allowed under AS 14.25.043(b), be allowed to continue to receive retirement pay at the
same lime the teacher receives compensation for active service until June 3D. 2000,
Beginning July 1, 2000, a teacher rehircd and who made the election under
AS 14.25.043(b), would no longer be able to double dip and the teacher's retirement pay
would end winle the tc.teller was m active service

1 | he teacher would then begin to accrue more service credit, and retirement deductions
would resume from the teacher's salary When the teachei retired again, the teacher's
retirement would be increased due to the additional service credit



Senator Gary Stevens
April 19, 2005
Page 2

The second subsection, (b), requires employers of teachers who double-dip to provide
those teachers with the same health and medical benefits provided to all other active
teachers. The rehired teachers who double-dip are not allowed to receive retiree health
care benefits, only retirement pay.

The third subsection, (c), requires the employer of a rehired teacher who is double
dipping to make contributions to the system for unfunded liability at the same rate the
employer is making contributions for other teachers,

Section 3. This section applies to rchircd retired members under PERS who chose to
"double-dip" as allowed under AS 14.25.043(b), and the employers of those teachers. All
three subsections apply during the period of July 1, 2005 through June 30, 2006.

The first subsection, (a), allows members who were rehired and who chose to "double-
dip" as allowed under AS 39.35.150(b) or (e), be allowed to continue to receive both
retirement pay at the same time the member receives compensation for active service
until June 30, 2006. Beginning July 1, 2006, a member reluud and who made the
election under AS 14.25.043(b), w'ould no longer be able to double-dip and the member’s
retirement pay would end while the member was in active service.-'

| lie second subsection, (b), requires employers of members who double-dip to provide
those members with the same health and medical benefits provided to all other active
members. The rchircd members who double-dip arc not allowed to receive retiree health
care benefits, only retirement pav

The thud subsection, (c), requires the employer oil a rehired member who is double
dipping to make contributions to the system for unfunded liability at the same rate the
employer is making contributions for other members.

Stclinn 4. This section provides that if sections 2 uul 3 do not take ctlect on July I,
2005, they are retroactive to that Cate.

Section S. Provides a immediate effective date.

This bill would allow the sunset, or termination on July 1, 20<J5, ol the statutory
provisions that allowed |IRS and Pl RS employers to rehire retired employees and offered
those employees the choice to double dip wlule working as active members ol the
system.

Hie member w'ould then begin lo accrue more service credit, and retirement deductions
would resume from the member's salary. When the member retired again, the member'*
retirement would be increased due to the additional service credit.

Sec'ions of the 2001 lull, ch. 57, SI A 20U1. provided lor retired |1 RS O Pl :LS members
relured m the event of a teacher shortage and offered them a special option of double
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If I may be of further assistance, please advise.

BRC:jad
05-221 .jad

dipping. Two years later, ch. 25, SLA 2003 allowed PERS employees who had not Hired
to he rchircd and double-dip, and allowed a retired TRS or PE.RS number rehired as a
commissioner who had RIPid out to double dip. A person rchircd as a commissioner
who had RIPcd out of TRS or PERS was also relieved of the usual refund or the incentive
credit and reemployment indebtedness that occurs when a RIPed employee is related.
I lie sunset Hate for the double dipping added by the 903 bill was July 1 20D.S, and was

done by amending sec. 12, ch. 57, SI.A 2001



FRANK H. MURKOWSKI, GOVERNOR
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DEPARTMENT OF ADMINISTRATION Polree DB
DIMSIONOFRETIREVENT AND BENEHTS
November 3, 2004

«FirstNamc» <-M» *TastNamc»
*atin=> o0 U&3X

*address» fc
'<city», «state» «zip»

Re: 11B 242 Rehircd Retiree -Employment Waiver

Dear «birstNamc» <MI=>* «LastNamo»:

In 2001 the Alaska Legislature enacted 1113242, which amended the statutes to allow certain
Public Employees’ tPLRS) and Teachers’ Retirement System (TRS) members who retired with a
normal retirement to return to work, continue to receive noima! retirement benefits, and waive
participation in the retirement systems. Once participation was waived, no contributions were
required from the employer or ihe employee. This legislation is scheduled to sunset on July 1

2005.

The State of Alaska Attorney General's (AG) Office has issued a written opinion dated
September 11 2004. regarding the treatment of employees enrolled under inis waiver alter

June 30. 2005 1he Attorney General's Office has determined that the Legislature did not intend
to extend this legislation beyond June 30. 2005, and the re employment amendments are repealed
its ol July 1. 2005. The statutes that previously required re-employed retirees and their employers
to contribute to the applicable retirement system v ill be in effect as of July 1, 2005.

In oider to address this matter, the: Governor's Office will work with the legislature on
legislation to allow members who and currently covered under the re employment waiver
provision to continue to both work and receive norma! retirement benefits aftei July 1 2005.
Jlowcver. unless the Legislature approves legislation all retirees who have re-employed under the
111) 242 waiver provisions and their employers will be required to contribute once again to the
retirement systems. Furthermore retirement benefits will be stopped lor those retirees who
continue working after the sunset date of this legislation,

('mr records indicate that you have filed a waiver under the 11132 12 provisions and have returned

to work with a participating employer. The Division wsanted to make you aware of this AG
opinion, which can be referenced a www.statc.ak.tis/drl). under Headlines. A separate letter and
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copy of the opinion is being sent to all affected employers. If you have further questions
regarding HB 242 or your retirement benefits, please contact Kathy Lea, Retirement Manager at

465-4460 in Juneau or 1-800-821-2251 if you are outside of Juneau.

Sincerely,

Ray Maliashowski
Commissioner

RM/MM/kslI
0:.m.iilo,tL;/hb242/novi;mt,cr20(M/p3rlicip3n!.dfic

cc: All Commissioners
Kevin Brooks, Deputy Commissioner, Department of Administration

Mike Tibbies, Deputy Commissioner, Department of Administration
Melanie Millhom, Director, Division of Retirement and Benefits
Virginia Ragle, Assistant Attorney General, Department of Law
Toby Steinberger, Assistant Attorney General, Department of Law
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«MRMS» «FIRST_NAME» «LAST_NAME», «TITLE»

«REGIONLTR»
«ADDRESS»
«CSZ»

TRS: «CRS_CODE»

FRANKH. MURKOWSKI,GOVERI
PO BOX 110203

JUNEAU. AK 99811-0203
TDD;

, 9n7) 465-2805
AX: 907) 465-3086
PHONE: (907] 455-4460
TOLL-FREE 1-800-821-2251

Re: HB 242 Rehircd Retiree -Employment Waiver

Dear «cMRMS» «LAST_NAME».

In 2001 the Alaska Legislature enacted HB 242, which amended the st mites lo allow certain
Public Employees’ (PERS) and Teachers’ Retirement System (TRS) members who retired with a
normal retirement to return to work, continue lo receive normal retirement benefits, and waive
further participation in the retirement systems. Once participation was vaived, no contributions
were required from the employer or the employee. This legislation is siheduled lo sunset on

July 1,2005.

In a written opinion issued September 14, 2004, the State of Alaska At omey General’s (AG)
Office explained that, once the legislation sunsets, the members cnrollc d in the program will no
longer be permitted to participate beyond the sunset date of July 1, 2005. The re-ernployment
amendments will be icpcalcd on July 1, 2005, and the statutes that require re-employed retirees
and their employers to contribute lo the applicable retirement system are in effect.

In order to address this matter, the Governor s Office will work with the Legislature on
legislation to allow members who arc currently covered under the re-eraplovment waiver
provision to continue to both work and receive normal retirement bcneiits alter July 1, 2005.
However, unless the Legislature approves legislation all retirees who have re-employed under the
HB 242 waiver provisions and their employers will be required to contribute once again to the
retircmmt systems, furthermore, retirement benefits would be stopped for those retirees who
continue working after the sunset date of this legislation.

\Vc are providing notice to all employers by this letter and enclosed copy of the opinion. A
separate letter is being sent lo all affected retirees and that letter and a copy of the AG opinion
will be published on the Division of Retirement and Benefits web site al www.statf.al us/drh.
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under Headlines. Notice will also be provided in the next edition of the PERS and TRS member
newsletters. If you have further questions regarding HB 242 or your retirement benefits, please
contact Kathy Lea, Retirement Manager at 465-4460 in Juneau or 1-800-821-2251 if you are

outside of Juneau.

Sincerely,

Ray Matiashowski
Commissioner

RM/MM/ksl

Enclosure .
G:fiT.dtlp .1 hi)242/nuvcinl:cr2004/trs employer.doc

cc: All Commissioners
Kevin Brooks, Deputy Commissioner, Department of Administration

Mike Tibbies, Deputy Commissioner, Department of Administration
Melanie Millhom, Director, Division of Retirement and Benefits
Virginia Ragle, Assistant Attomc-y General, Department of Law
Toby Steinberger, Assistant Attorney General. Department of law

TRS Contacts
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STATE OF ALASKA

Office of the governor

Juneau

ADMINISTRATIVE ORDER NO. 225
FINDINGS

I, F:;:ank H. Murkowski, Governor of the State of Alaska, make the
following .findings:

1 Provisions of ch. 57, SLA 2001, commonly known as the retiree
rehire provisions of HB 242, permit certain retirees who return to work in
positions normally covered by the public employees' and teachers’retirement
systems to waive active coverage under the retirement systems and continue to
receive state retirement benefits while working.

2. The purpose of the retiree rehire provisions of HB 242 is to provide
a management tool to help address existing and anticipated recruitment
problems faced by public employers who participate in the retirement systems.
The executive branch of state government is currently facing demonstrated
recruitment difficulties in a variety ofjob classes, particularly those job classes
that require specific education or that require a strong professional work
history that is usually gained over a period of time working in a professional

field.

d. Consistent application of the retiree rehire program of HB 242 is
especially important for recruitment for positions in the classified service to
ensure that the principles of collective bargaining arc consistently met.
Furthermore, it is essential that managers in all state agencies anticipate and
plan for the eventuality of retirement of the state's seasoned workforce in the
classified .service in a manner that does not undermine the state's workforce or
create morale problems among less experienced staff who are preparing for
promotional opportunities created by retirement of their coworkers.

4, The retiree rehire provisions of HB 242 sunset on July 1 2005,
and legislation extending the use of this valuable management tool and
addressing participation by current reliired retirees is unlikely to pass and be
enacted into law unless the retiree rehire program is properly managed to meet
the Legislature's original intent.


http://WWW.GOV.STATE

ORDER

Under the authority of art. Ill, secs. 1and 24, of the Alaska Constitution,
I, Frank H. Murkowski, Governor of the State of Alaska, order the following
regarding appointment of rehired retirees to positions in the classified service of

the executive branch of state government:

1 The hiring authority shall use the following competitive process for
recruitment:

A an applicant must be recruited through a competitive
process before an appointment is made;

B. the recruitment must have been posted on Workplace Alaska
for at least 15 days before an appointment is made:

C. the hiring authority must consider all applicants before
making the appointment: and

D. if the selected applicant would be appointed using the retiree
rehire provisions of HB 242, the applicant must have been
separated from state service for at least 30 days.

2. Before a position is offered to an applicant using the retiree rehire
provisions of HB 242:

A the recruitment described in (1) of this Order must have
resulted in an applicant pool of fewer than five qualified,

eligible, and available applicants:

B. the hiring authority must demonstrate why no other
applicant will have the knowledge, skills, or abilitv to
perform the duties of the positions after the full probationary
period: mid

C. the approval for the hire must have been secured in writing
from the director of personnel in tin* Department of
Administration.

3. Within 60 days after receipt of the director of personnel's approval
under (2)(C) of this Order and the acceptance of the position bv the person
under the retiree rehire provisions of HB 242, the hiring authority shall work
with the division of personnel in the Department of Administration to develop a

plan that addresses:



A the critical components of the position;

B. the knowledge, skills, and abilities that need to be developed
in the workplace to assure that the work can be
accomplished when the rehired retiree leaves state service;

and
C. a development plan for accomplishing the transfer of
knowledge.
4, Step placement for the salary of an appointee under the retiree

rehire program of HB 242 shall be determined by the hiring authority in
accordance with applicable statutes, personnel rules, collective bargaining
agreements, and enforceable policies and procedures.

5. State agencies are encouraged to develop a strategic view of human

resource needs, including the development of a workforce plan, with the
assistance of the division of personnel, to address the future needs of the state

agency

DEFINITION

In this Order, "state agency” means a department, office, or other
organizational unit of the executive branch of state government; "state agency"
includes a state board, commission, authority, or independent state agency
assigned to a department for administrative purposes.

APPLICABILITY

This Order applies to all appointments made to the classified service of
the executive branch of state government on or after iho effective date of this

Order.
This Order takes effect immediately.

DATED at .Juneau, Alaska, this %day of March, 2005.
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Governor Frank Murkowski
State of Akrska
P.O. Box 110001
Juneau. AK 99811-0001
RE CITY OF KENAI RESOLUTION NO. 2005 02 - SUPPORTING LEGISLATION TO

CONTINUE THE REHIRED RETIREE EMPLOYMENT WAIVER PROGRAM ENACTED BY
HB242 IN 2001 FOR THOSE CURRENTLY ENROLLED.

Dear Governor Murkowski:

Enclosed is a copy of the City of Kenai Resolution No. 2005-02 which was unanimously passed
at the January' 5, 2005 meeting of the Kenai City Council.

Through their resolution, the Council has stated its concern the interpretation of HB242 has
changed since the biU was enacted; the provisions of the bill, through information provided in
writing by the Division of Retirement and Benefits, was used as a basis for negotiating
agreements bv the City of Kenai, its employees, as well as other public employees throughout
the state; these negotiations were done in good faith; and, the stated terms and conditions

should be honored.

Tne Citv of Kenai supports legislation to continue the Rehired Retiree Employment Waiver
Program enacted by 11B2-V2 m 2UU1l for those currently enrolled in the program and also
supports such legislation to he acted upon earh in the 2005 session.

If you have any questions, please contact this office.

CITY Oh KENAI

Carol L hreas
City Clerk

CIf

Enclosure
cc: ? ‘VUAlaska State Legislature



Suggested by: Administration

City of Kenai

RESOLUTION NO. 2005-02

A RESOLUTION OF THE COUNCIL OF THE CITY OF KENAI, ALASKA SUPPORTING
LEGISLATION TO CONTINUE THE REHIRED RETIREE -EMPLOYMENT WAIVER
PROVISION OF HB242 FOR THOSE MEMBERS CURRENTLY ENROLLED UNDER THIS

PROVISION.

WHEREAS, in 2001 the State Legislature enacted UB2A2 which provided that retired
PERS members could be rehircd by PERS employers and continue to receive normal

retirement benefits; and,

WHEREAS, the July |, 2005 sunset provision in the bill was interpreted by the Alaska
Division of Retirement and Benefits to be the final date to be rcemployed under this

program; and,

WHEREAS, the Division of Retirement and Benefits further stated in writing that “a v
member who is participating in the program and continues employment after Julv 1
2005 will be allowed to continue participating in the plan"; and,

WHEREAS, the City and its eligible members relied upon the information provided b\
the Division of Retirement and Benefits; and,

WHEREAS, agreements with employees were negotiated in good faith and the stated
terms and conditions should be honored.

NOW, THEREFORE. BE IT RESOLVED BY THE COUNCIL OF THE CITY OF KENAI
ALASKA, that:

Section 1: The Cftv Council of the City of Kenai supports legislation that will continue
the Rehircd Retiree - Employment Waiver program enacted by HB242 in 2001, lor those

members currently enrolled in that program
Section 2: That such legislation will he acted on earls in the 2005 session.

SecMnn. 2: That this resolution he sen* to Governor Murkowski and all members of the

Alaska State Legislature:
PASSED 13t THE COUNCIL OF THE CITY OF KENAI. ALASKA, this fifth (lav oflJanuary,

2005.

PAT PORTER, MAYOR
ATTEST

Carol L. Freas, City Clerk

Approved bv finance:,
(12/721/2004) hi
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February 2, 2005

The Honorable Lyda Green
State SenaTe

Alaska State Capitol
Juneau, Alaska 99801-1182

Dear Senator Green:

In 2001 the Alaska Legislature enacted HB 242, which, to date, effectively
allows retired TRS and PERS members to return to work and to receive their
monthly retirement benefits, provided they waive further participation in
the State's retirement system. This legislation is, as you are aware,
scheduled to "sunset" on July 1, 2005.

As the current retire-rehire employment waiver program materially benefits
Alaska public school districts currently participating in it, in brief, the
Legislature is strongly encouraged to reauthorize the current re-
employment amendments, thus enabling continuation of the program in its
entirety. Simply, if the legislation is not re-enacted, school districts such as

ours wiil be disadvamaged.

The benefits accruing to Alaska public school systems desiring to either
continue or establish their participation in this program effective July 1,
2005, briefly, are these:

1 The retire-rehire employment waiver program indeed enables the
retention of "highly qualified" staff, particularly during this
current period of widespread teacher and administrator
shortages and of increased accountability in public education
both here in Alaska and nationwide; and



Senate A House Finance Committee Members

SUBIJECT: HB 242 Retire/Rehire Re-Employment Waiver Program
Page 2

February 2, 2005

2. The retire-rehire employment waiver program would allow school
districts to re-employ experienced personnel in a highly cost-
effective manner, in that it would relieve those districts of
having to make added (i.e., unnecessary) contributions to the
States retirement system, as well as of having to pay the costs
of employee heath insurance coverage, as the retirees would be
covered under the State's Aetna health insurance plan.

In sum, the Bristol Bay Borough School District trusts that you will give
your wholehearted support to legislation allowing TRS and PERS
members to participate in a reauthorized re-employment waiver
program, for the reasons stated. Should you have any questions of us in

the meantime, please do not hesitate to call.

Thank you.

PoChor+'fnllv/ unnnc

R
Superintendent

RDH

CC: Bristol Bay Borough School District Board of Education
Bristol Bay Borough Assembly
Mike Swain, Sr., Mayor, Bristol Bay Borough
Saul Friedman, Jermain, Dunnagan A Owens, P.C.
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Memorandum State of Alaska

Department of Law

TO: MelanieMillnom date: September 14,2004
Director
Division of Retirement & Benefits OUR file; 661-05-0035
FROM: TobyN. Steinberger TELEPHONE no: 269-5178
Assistant Attorney General
Labor & State Affairs Section Subject: Reemploycd retirees - effect
Anchorage ofHB 242 (2001) sunset

provision

Virginia B. Ragle

Assistant Attorney General
Labor & State Affairs Section
Juneau

. INTRODUCTION

You have asked about the effect of the “sunset” provision of HB 242, which was
enacted in 2001 (ch. 57, SLA 2001). HB 242 amended Public Employees’ Retirement
System (PERS) and Teachers’ Retirement System (TRS) statutes to allow certain retirees
who returned to work in positions normally covered by the systems to waive coverage
under the systems. Therefore they would not be required to contribute to PERS or TRS
and they would not accrue additional service crcdirs. However, the reemployment
amendments allowed eligible reemployed retirees to continue to receive their retirement
benefits while employed.1 The bill specifically included provisions that repeal these
amendments on July 1,2005.

This memorandum confirms oral advice that, once the re-employment
amendments are repealed, the statutes that previously required reemployed retirees and
their employers to contribute to the applicable retirement system and terminate retirement
benefit payments upon reemployment will apply. Therefore any member who has been

receiving retirement benefits while employed by a TRS or PERS employer would, as of
July 1, 2005, no longer receive retirement benefits while employed but would again start

accruing additional service credits and making contributibns to PERS/TRS.

Prior to the enactment of HB 242, under the Public Employees’ Retirement

System and Teachers’ Retirement System statutes, if a retiree member returned to
PERS/TRS employment, his/her retirement benefits ceased and the member and his/her
employer would resume making contributions to PERS/TRS. The member would accrue

additional service credits.
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li. BACKGROUND

A. Legislative history

Before July 1, 2001, with limited exceptions, the PERS and TRS statutes required
employees of PERS employers and teachers hired by TRS employers to participate in the
applicable retirement system. AS 14.25.040; AS 39.35.120. The statutes also prohibited
payment of retirement benefits to reemployed retirees during the period of reemployment.

AS 14.25.043; AS 39.35.150.2

HB 242 was introduced in the 2001 legislative session. Among other things, the
bill amended AS 14.25.043, relating to the reemployment of retired TRS members, and
AS 39.35.150, relating to the reemployment of retired PERS members. Sections 4 and 8
of HB 242 amended these statutes to provide that if a retired member of TRS or PERS
returns to employment, the member could elect to continue to receive retirement benefits
during the period of reemployment but would not continue to accrue credited service.
AS 14.25.043(b) and AS 39.35.150(b) In addition, no deductions would be made from
the member's salary for contributions to his/her retirement system and the employer
would make no contributions on behalf of the member. AS 14.25.043(b) and
AS 39.35.150(b). This option would only be available to members who took normal

Priorto I11B 242, AS 14.25.043la) provided:

If a retired member again becomes an active member, benefit
payments may not be made during the period of employment. The
retirement benefit must be suspended for the entire school year if the
teacher is reemployed as an active teacher for a period equivalent to
During the period of reemployment, deductions

a year of service.
be made in accordance with

from the member's salary will
AS 14.25.050.

AS 39.35.150(a) provided:

If a retired employee subsequently becomes an active member,
benefit payments may not be mude during the period of
reemployment. During the period of reemployment, deductions
from the employee's snlary shall bo made in accordance with AS
39.35.160. Upon subsequent retirement, the retired employee is
entitled to receive an additional pension based on the credited
service and the average monthly compensation earned duribg the
period of rc-emplovmeni in accordance with AS 37~.35 370
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retirement; a member who participated in an earlier retirement incentive program or took
early retirement would not be eligible to take advantage of these amendments.
AS 14.25.043(b) and AS 39.35.150(b). The amendments provided that the election
was irrevocable during the period of reemployment. AS 14.25.043(b) and

AS 39.35.150(b).

With respect to TRS, at section | of the bill, the legislature provided that a teacher
could only take advantage of the reemployment amendments if the school district or
Rural Educational Attendance Area (REAA) had made a declaration of an anticipated

shortage of teachers in particular disciplines. AS 14.20.135.

Section 12 of the bill repealed the reemploymcnt amendments as of July 1, 2005.
At section 15 of the bill, the legislature reinstated the law as it existed prior to
Jjly 1,2001. Section 13 of die bill required that the administrator of TRS annually report

to the legislature on the effects of the bill on the retirement system.

Guy Bell, Director of the Division of Retirement and Benefits (DR&B), and
employers and employee organizations testified in support of the reemployment
amendment during committee hearings. That testimony explained that the amendments
were meant to provide incentives for PERS and TRS retirees to return to work for school
districts, the state, and other PERS employers, in order to alleviate workforce shortages
and the “brain drain” resulting from retirement of the baby boom generation, among other

causes.

The legislative history of the sunset provision of HB 242 is not extensive. The bill
was introduced on April 10, 2001. and was passed less than a month later, on
May 8, 2001 House Finance Committee mcmbocis first raised the suggestion of a sunset
ptovision for the reemployment amendments at a hearing on April 23, 2001.3 The

A .similar sunset provinon was proposed for TRS reemploymcnt provisions
included in SB M9. at an AprP 20, 2001, Senate Health, Education and Social Services’
committee hearing The minutps indicate that Division Director Guy Bell testified that lie
believed “it is a good idea t >include a sunset provision so that the legislature can re-
evaluate this program in tha future.” Vice-Chair Leman “said his intention was to pet
something into effect that will work this year and next year and then takn another look at
it." At the Senate Finance committee hearing on April 25, 200), the staff to Senator
J "eman icsiifled that SB 149 provided for an annual report to the legislature regarding the

-ii  t'tnc reemployment of retired teachers on the retirement program itself. He
ftuthcr indicated that the legislation has a sunset clause "in the event the icacher shoitoge
situation changes.” SB 149 was enacted as chapter 58, SLA 2001. SB 149 included a
July 1, 2005 sunset dalo fur the TRS retiree reemployment provisions.
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minutes of the hearing indicate that the purpose of the sunset provision was to allow the
legislature an opportunity to study the effect of allowing retired members to return to

employment as provided

April 23, 2001, meeting read in pertinent part:

Representative Whitaker asked if thought had been given on the
affect [sic] on the entry-level workforce. He noted that new
graduates could lose in the choice between experience-retired

teachers.

Representative John Davies echoed concerns of Representative
Whitaker and noted that he would propose a 3-year sunsei to allow
assessment o funintended consequences (Emphasis added).

in die proposed amendments. The minutes of the

The minutes indicate that later in the hearing the committee continued to discuss the

sunset provision:

Representative John Davies MOVED to ADOPT Amendment 1 He
reiterated that the amendment would provide a 3-ycar sunset. He
expressed support for the legislation but felt that it would be good

legislative policy to review the change.

Representative Kott did not object to the sunset provision. He

acknowledged that the sunset would require the legislature to review
the issue, but felt that any problems would be discovered in the next

few years.

Ms. bigee testified that the amendment would not have an adverse
affect [sic] but questioned if 3 years would be sufficient time to

review the program.

Representative John Davies stated that he would not object to a
longer period.

Co-Chair Williams questioned if a five-year period would be too
long.

Representative Kott observed that sunset would fall before the
increase in retiring teachers that is expected in the year 2005.
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Representative John Davies stated that he would entertain a motion
to change the date to 2006.

Vicc-Chair Bunde Moved to Amend Amendment 1 by changing the
sunset date to the year 2005. There being NO OBJECTION, it was

so ordered.

There being NO OBJECTION, Amendment 1 was adopted.

Although the minutes indicate that a sunset date in 2005 was adopted, the published
House Finance Committee substitute included provisions that repealed the reemployment

provisions effective July 1,2006.

The Senate Finance Committee discussed the sunset provision on May 4, 2001.
The minutes reflect again that the purpose of the sunset provision was to allow the
legislature an opportunity to evaluate the effectiveness of the reemployment amendments.

The committee hearing minutes read:

Representative Kott indicated the changes in the committee
substitute primarily pejtain to the TRS benefits. He stated the
committee substitute also changes the repeal date of this Icp’Slation
from five, to four years. He explained this change was maae based

upon projections showing the effectiveness of the program in five
years. (Emphasis added.)

During the Senate Finance Committee heating, the sunset provision for the reemployment
amendments was amended from five to four years, to be effective July 1, 2005. Tin’s is
the version of the bill that was passed by the legislature, and signed by die governor. The
sunset provision, section 12, affects only the reemployment amendments discussed above

and not other provisions of the bill/

The Department of Law’s review nf HB 242 for the governor explained the sunset

provision as follows:

Both the TRS and die PERS provisions allowing retired rchircs to
continue to collect their retirement benefits have sunset dates. The

rclcwant provisions arc repealed as of July ], 20(b. Presumably the
legislature included this repealer so that it can examine, afterfour

For example, the enhancements to PERS and TRS medical benefit eligibility and
changes to the PERS cost-ofliving differential provisions do not sunset.
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years, whether these provisions are having their Intended effects.
(Emphasis added).

B. Division of Retirement and Benefit’s Publications and Forms
Information published by DR&B explains to PERS and TRS members the
reemployment options under HB 242. The documents that most clearly indicate to
members that the reemployment amendments only cover the periods of employment from
July 1, 2001 through June 30, 2005, are the waiver forms that DR&B requires members
to sign in order to waive PERS/TRS coverage. The “PERS Waiver Option -
Reemployed Retiree" form succinctly informs PERS members that the waiver only
cove:! tne reemployment periods from July 1,2001, to June 30, 2005. The PERS waiver

form reads:

This waiver covers reemployment periods from July 1 2001 to
June 30,2005 . ..

iiinila y, the "TRS Waiver Option - Reemployed Retiree” form informs TRS
members that the waiver option only applies if the teacher’s school district or REAA
makes a finding of an anticipated shortage of teachers from July 1, 2001 to

June 30,2005. This TRS form provides:

This waiver is only effective if a school district or Rural
Educational Attendance Area (REAA) has made a declaration of a
shortage, or an anticipated shortage of qualified teachers in
particular disciplines or specialty areas from July 1, 2001 to June 30,
2005. The school district or REAA must pass a written resolution

which defines those disciplines or specialty areas____

Other DR&B publications do not specifically address whether a rcemployed
member may continue reemployment under the amendments after ihe sunset date.
However, these DR&B publications do set out the sunset date for the new reemployment

option. For example, an Employer Newsletter sent to PERS and TRS employers in the

fall of2001 describes the waiver optioni

"Standard Option" or the new "Retiree Reemployment Waiver
Option." The new Retiree Reemployment Waiver Option is a result
of HB 242 and Senate Bill 149 - legislation passed and signed this
last session and cffcciive July 1, 2001, through June 30,2005.
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DR&B’s May 2001 Newsbreak sentto PERS members describes the requirements for the
new option, and states that the option “expires on July 1,2005.”

A document on DR&B’s web site entitled “PERS Working After Retirement”
describes the waiver option, and explains that "The law is effective July 1, 2001, and
ends June 30, 2005.” The web site also explains that “Once you file a PERS Waiver
Option - Reemployed Retiree form with the Division of Retirement and Benefits, the
election is irrevocable for the period of reemployment covered by the waiver.”

With respect to TRS, DR&B’s Newsbreak of October 2001 has a discussion of
HB 242. It provides that no new waivers can be filed after June 30, 2005. A document
on DR&B’s web site entitled “TRS Working After Retirement" describes the waiver
option for TRS members. This brochure provides that “[tlhe law is effective
July 1,2001, and ends June 30, 2005” and that "the election is irrevocable for the period

of reemploymcnt or July 1 of the school year employed.”

C. PERS/TRS regulations

Division of Retirement & Benefits adopted PERS emergency regulations on
July 2, 2001, which became permanent on September 17, 2001, and TRS emergency
regulations on July 2 and July 5,2001, which became permanent on October 29, 2001.
2 AAC 35.322 (PERS); 2 AAC 36.236 and 36.237 (TRS).s The regulations set out
requirement? for electing waiver of PERS and TRS coverage by reemployed retirees.
The regulations do not address the eligibility of reemployed retirees to continue to
receive retirement benefits after the reemployment provisions are repealed on

July 1, 2005.

M. discussion

The reemployment provisions and the legislative history of the sunset
provision indicate that the legislature did not intend that the
reemployment amendments continue to apply to rccmployed retirees
once the amendments were repealed.

A.

In our opinion, the repeal of the reemployment provisions and reinstatement of the
pic-HB 242 statutory language do not evidence an intent of the legislature to allow
coniitiuation of any aspect of the iclirec reemployment option aflcr June 30, 2005. The

These regulations appear in the supplement, rather than the main pamphlet for
2 AAC because they were not published in the Alaska Administrative Code until

August 2003.
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testimony of the legislators demonstrates that they only intended the amendments to be
temporary, until repealed on July 1,2005, because they wanted to assess the impact of the
reemployment amendments on the workforce and on the retirement system, During
hearings on the bill, Representative John Davies echoed Representative Whitaker's
concern that the reemployment amendments would affect new graduates' ability to enter
the workforce and proposed a sunset provision to allow "assessment of unintended
consequences." The legislative history of SB 1496 similarly indicates that the
reemployment amendments were an experiment. DR#B director Guy Bell testified that
the sunset provision would allow the legislature an opportunity to evaluate the program.
Staff to Senator Leman also testified that the annual report, required for TRS under both
HB 242 and SB 149, would allow the legislature to study the impact of the reemployment

amendments on the retirement system.

Although the bill had broad support from employers and employee organizations,
the reemployment amendments to alleviate workforce shortage problems of PERS and
TRS employers were new and untested. What is clear is that die legislature included
provisions to sunset the reemployment provisions in order to review the changes and
assess die r efficacy and consequences. |If experience with the changes over time
revealed u,at the reemployment amendments were not needed, did not have the intended
effect, or had other unintended consequences, the automatic repeal would terminate the
effect of the amendments. It does not stand to reason that the legislature intended a
program that proved to be unnecessary, ineffective, or detrimental to be perpetuated by

unexpressed "grandfather” rights once the amendments were repealed.

The legislature could have provided recmployed retirees with grandfather rignts to
both be employed and continue to receive retirement benefits after June 30, 2005, if ii
had intended to do so. An obvious example of this would be a simple clause exempting
retirees who were rcemployed under the program on June 30, 2005, from the repeal.
Another example is that, instead of repealing the reemployment amendments, the
legislature could have specifically established June 30, 2005, as the deadline for
reemployment and execution of a waiver of coverage in order for a retiree to participate

in the program.

SB 149 is discussed at fn. 3. SB 149 did not address reemployment of PFRS
members, but contained the basically the sume reemployment amendments for TRS
members that were contained in HB 242. SB 149 was enacted as chapter 58, SLA 2001.
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B, Article XII, section 7 of the Alaska Constitution does not give
reemploycd retired employees a contract right to receive retirement
benefits while employed with a PERS/TRS employer after

June 30,2005.

A reemployed retiree might argue that he/she has a contract right under die Alaska
Constitution, article XII, section 7 to continue reemployment under the amendments after
June 30, 2005. Wc do not believe such an argument would prevail. To :hc extentthe
reemployment amendments provide any member with contractual rights underAlaska
Constitution, article XI11, section 7, the sunset provision constitutes pan of the contract,
extinguishing any right that a retired member may have had under the reemployment

amendments

Article XII, section 7, of the Alaska Constitution provides that:

Membership in employee retirement systems of the State or its
political subdivisions shall constitute a contractual rela* nnship.
Accrued benefits of these systems shall not be diminished or

impaired.

Hammond v. Allen. 625 P.2d 844 (Alaska 1981), addressed whether the repeal by
referendum of the Elected Public Officers' Retirement System (“EPORS") extinguished
elected officers’ contractual rights under EPORS. Under legislation enacted in 1975, all
legislators, the governor, and the lieutenant governor were removed from PERS and
placed in the newly-established EPORS, which provided significantly enhanced benefits
compared to PERS.7 The referendum was filed before the legislation took effect, but the
vote on the referendum occurred after the effective date of tire legislation.® The state
argued that the filing of the referendum constituted an im plicit condition subsequent in
the contract between the state and the participants of EPORS, therefore justifying
extinguishing a duty under the contract. 625 P.2d at 848. | hereforc, the state argued that
public officers serving during the time that EPORS was in effect had no right to
retirement benefits under EPORS when they retired after the effective date of the repeal.

In Hammond v. Allen, 625 P,2d 844, 847 (Alaska 1981) the state conceded 'That
the contractual rights of members of public employee rctircmec-nt systems ate ‘vested."

The referendum to repeal EPORS was filed iu September 1975. The law became

effective January 1, 1976. In August 1976, the entire act was repealed in a referendum

election.
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The court disagreed. The court stated that any condition subsequent must be

expressed or implicit and that it was not certain that EPORS would be repealed 9 The

court wrote;

The Resratement defines “condition subsequent” as a condition
which, if it occurs, "will extinguish a duty to make compensation for
breach of contract after the breach has occurred.” |f the repeal of ch.
205, SLA 1975, operates as such a condition in this case, it would
justify the State in breaching the contract we have determined is in
existence and extinguish any duties the State would have otherwise
had to make payments under that act. Because conditions
subsequent have the effect of causing a forfeiture of contract rights
that are otherwise due and enforceable, they are not favored by the
law. Generally speaking, "the intent to create a condition
subsequent must appear expressly or by clear implication " ifsuch a
condition is to befound. [Citations omitted]

In the present case there is no express condition subsequent
contained in the contract between appellees and the State of Alaska.
Appellant's position, then, is that such a condition exists "by clear
We note first that in Alaska the referendum operates

and that for that reason, appellant's argument seems
Under

implication.”
as arepeal,...
to run directly counter to the provisions of AS 01.10.100(a),
that statute, “(t)he repeal... of any law does not release or extinguish
.. . liability incurred or right accruing or accrued under such

" Further, we share appellees’ apprehension that finding a
implicit in the contract under

any
law,

condition subsequent to be
consideration would undermine article XIl, Section 7. We believe

that if the possibility ofrepeal ofa law couldfunction as an implicit
condition subsequent to a contract formed under that law, the
protection o fcontract rights afforded by article X I, section 7, would

be seriously eroded\

625 P.2d at 848,

The coun also found that AS 01.10 100, regarding the effect of repealing a statute,

did i-ot extinguish the vested rights of the elected public officials to their benefits. As
discussed infra, HB 242 docs not provide the recmploycd retirees wijtli vested rights.
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The repeal of the reemployment amendments contained in HB 242 is

distinguishable from the referendum that repealed EPORS. The "condition subsequent” -
the repeal of the reemployment amendments and reinstatement of the ban on payment of
benefits to persons working for employers covered by PERS or TRS - is expressly
provided for in HB 242, which js supported by the committee minutes.

C. HB 242 does not provide the rcemployed retirees with a vested right to
continued employment under the terms of the amendments. Therefore
the repeal of the reemployment amendments extinguished any rights

that reemployed retirees had under those amendments.

In prior court decisions, the court has held that public employees have a "vested
right" to pc.ision benefits that were available to them during their employment.
Consequently, reemployed retirees may argue that they have a "vested right” to the
reemployment amendments, even after June 30, 2005. However, it is our opinion that
they do not have a vested right to take advantage of the reemployment amendments after

June 30,2005.

AS 01.10.100 pertains to the effect of a repeal of a statute on existing rights.
AS 01.10.100 provides in pertinent part:

Effect of repeals or amendments.

(a) The repeal or amendment of a law does not release or extinguish
any penalty, forfeiture, or liability incurred or right accruing or
accrued under that law, unless the repealing or amending act so
provides expressly. The law shall be treated as remaining in force
‘cr the purpose of sustaining any proper action or prosecution for the
enforcement of die right, penalty, forfeiture, or liability.

(b) The expiration of a temporary law does not release or extinguish
a penalty, forfeiture, or liability incurred or right accruing or accrued
under that law unless the temporary law so provides expressly, and
that law shall be treated as still remaining in force for the purpose of
sustaining any proper action or prosecution for the enforcement of
the penalty, forfeiture, or liability or right accruing or accrued.
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The court has held that a “right” under AS 01.10.100 means a “vested right" that is
protected from state action under the Fourteenth Amendment of the United States
Constitution and article |, section 7, of the Alaska Constitution. Alaska Pub. Util.
Commn. k Chugach Elec. Ass'n, 580 P.2d 687 (Alaska 1978), overruled on other
grounds by City & Borough ofluneau v. Thibodeau, 595 P.2d 626 (Alaska 1979).

Based on the legislative history of HB 242, we conclude that the legislature did
not intend to give reemployed retirees a right to continue receiving pension benefits while
employed after June 30, 2005. As discussed above, the legislature wanted to reevaluate
the effectiveness of the reemployment amendments before it decided to continue the
application of those provisions beyond June 30, 2005. Therefore, reemployed retirees
should have no expectation that the reemployment amendment would continue w apply

to them after June 30,2005.

Hammond v. Hoffbeck, 627 P.2d 3052 (Alaska 1981) is distinguishable from the
situation that HB 242 presents. In Hammond v. Hoffbeck, the court ruled that employees
have vested rights to pension benefits in PERS on employment and enrollment in
PERS.10 Subsequent amendments to PERS that diminished the benefits of some
members could not constitutionally be applied to those members. In the instant case,
there is no subsequent amendment; rather, the sunset provisions are part of the same act
that established the reemployment program. Since the sunset provisions constitute an
integral part of the contractual right, application of the sunset provisions will nor diminish
benefits. Moreover, after June 30, 2005, reemploycd retirees can still receive their
pension benefits if they leave employment with a PERS or TRL employer or they can
resume membership in PERS and TRS and begin accruing additional rights and benefits.

A study should be conducted to assess whether the reemployment of
retired members has been effective.

Since the amendments will sunset on July 1, 2005, DR&B may want to conduct a
study to determine whether the reemployment amendments have been effective in

alleviating workforce shortage, have saved employers money, and have not been a cost
burden to PERS or TRS. The DR&B can then make recommendations to the legislature.

As discussed above in footnote 9, in Hammond v. Alien, the court also relied on
AS 01.10.100. In that case, public officials worked during the period that EPORS was in
effect. There was no certainty that it was going to be repealed. Therefore, under the
Hojfbeck decision, the public officials had a vested retirement benefit and therefore were

entitled to benefits under EPORS when they retired.
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The legislature will then have an opportunity to decide whether to continue the program
after June 30,2005, to make changes to the program, or to allow it to sunset.
IV. CONCLUSION

In summary, based on the statutory language and legislative history, it is our
opinion that once the reemployment amendments sunset on July 1, 2005, reemploycd
retirees can no longer receive retirement benefits while employed by a PERS or TRS
employer. If they continue employment with a PERS or TRS employer, they must begin
making contributions. We understand that some reemployed retirees have contacted
DR&B inquiring whether they can continue to receive retirement benefits and remain
employed with a PERS/TERS employer after June 30, 2005. Wc recommend that the
DR&B provide written notification to all recmployed retirees that, absent legislative
action, they no longer will continue to receive retirement benefits from PERS or TRS
after June 30, 2005 if they continue employment. Wc also recommend that the DR&B
consider conducting a study on the effectiveness of the amendments and providing a
report to the legislature in order that the legislature can decide whether to continue this

program.

TNS/VBR/kmh/rca



April 19, 2005

Dear Co-Chairs Green and Wilkin , Vicc-Chair Bundc and members of the Senate Finance
Committee,

Thank you for the opportunity to comment on this bill, 1’m writing in opposition of SB 24, the
retire and rehire bill. This is a negative piece of legislation for the people of Alaska and state

employees.

ASEA, the largest state employee union with over 7,500 members, opposes this retire and rehire
legislation and extending Grandfather rights to those working under the current retire and rehire

law.

< Negatively affects recruitment of new employees and retaining junior employees

By allowing employees, typically those in higher on the ladder, to retire from their jobs and be
rchircd 30 days later, stops all upward mobility ofjunior employees and affects recruitmerc of
new employees. As aresult, junior employees arc locked into their jobs, unable to advance and
wc cannot hire new talent into state service. The current retire and rehire law has already
resulted in junior employees departing from state service to take jobs with the federal
government because their advancement was blocked by a supervisor retiring and rchiring. For
that same reason, others arc currently looking to the private sector or federal government for
employment. To maintain good services for the people of this state, we need to continue to train,
promote and keep junior employees, not force them from their jobs! They arc the future of our
state, not the deadwood at the topi There are plenty of qualified individuals currently working in
state service that would like to advance their careen but cannot due to the current retire and
rehire law. Let’s not make the situation worse by passing another retire and rehire law.

< Grandfathering is n bad idcu

I'm encouraging you not to grant "grandfather” rights to those working under the current law.

As described in the Memorandum of Advice from the state attorney general, it was made crystal
clear to everyone who wanted to participate in the double-dipping program, that the law would
sunset onJuly 1,2005. They all knew it was short- temi employment. Any decisions they made
were with their "eyes wide open". It is discouraging to me, as a state employee, to think
legislators would even consider grandfather these people under the existing law, considering all
the problems and abuses that have occurred under the current law. Grandfathering only serves to
exacerbate an already bad situation. We will all be facing a much worse situation 4 years from
now, if Grandfathering is allowed under this bill.

< Widespread abused of the curreut law.

Instead of applying the retire and rehire law tojust a few isolated cases where recruitment may
be difficult, it has been applied widely and has become standard operating procedure in state
government. Even clerks have been hired backl There is absolutely no way to safeguard against
this. There arejust too many ways around it. Currently language is very vague.

(018
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< Double-dipping is very bad PR

I 've had people stop me at the grocery store to ask how state employees are permitted to retire
and be hired back into the position theyjust vacated! They were very upset and called the
employees “double-dippers" among other terms.

< Cronyism at it’s worst.

The way it works under the current law, if you are in the "good old boys or girls club” you arc
guaranteed to get your job back after you retire for aminimum of 30 days. However, if you are
not a favored son or daughter there is no guarantee that you will be hired back into the job you
just vacated, Almost everyone in any given divison knows when someone will be hired back
into their job after the 30 day wait, and therefore subordinates and others refiise to apply for the
position knowing fbll well they will not be hired. Let's not extend Grandfather rights to these
people (all retire and rehircs) who abused the system!

One way to even the playing field would have been to have a 360-day waiting period between
retiring and rehiring. So, if someone retired they would have to wait a year before reappiying for
a state job. That would have allowed junior employees a fair opportunity to apply for and
possibly obtain, a promotion that they would not otherwise have a chance at getting.

Summary

In summary, I'm encouraging you to vote against this legislation. In case you are wondering,
yes, I'm in a position to retire and be rehired, so if passed, this bill could potentially benefit me.
However, |’'m opposed lo the bill because it leads us down a path of keeping older, more
expensive employees, who arc not contributing to PERS, while at the same time, precluding
junior employees from becoming more experienced and advancing their careers. There is plenty
of talent out there to fill most all stale jobs!!

Under the current retire and rehire law, the state was given 3 more years to train employees to fill
potential vacancies, the law sun-setting this year. Extending the sunset clause, via this
legislation, only serves lo exacerbate an already bad situation.

'JbiTBnmhart
11276 Bells Flat Road
Kodi ik, AK. 99615
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Senator Lyda Green, Co-Chair
Scnalor Gary Wilken, Co-Chair
Co-Chairs. Senate Finanec
Alaska Stale Legislature
Juneau, AK 998l

Dear Senators Green and Wilken:

The Alaska Trailers Association (ATA) oilers the following comment on Sl 24, which speaks to
the employee relirc/rchire program.

AT'A is unfamiliar with all of the ramifications of extending the rcliie/rchiie program and will he
silent on whether on not to continue the program lor new entrants. |lowever, we are extremely
concerned about whether or not the slate will lose its current participants on July 1 Loss of these
employees will come at a large cost lo the stale. AT’A strongly supports grandfathering
provisions for existing retire/rehired personnel.

AT A represents hook and line salmon fishermen operating in Southeast Alaska. With over 2600
permit holders, the troll fleet is one of the largest salmon fleets in the stale. T he fleet is 85%
resident and a large number ot trailers live in rural commuinTcs.

Of particular and direct concern lo our membcis is the situation at ADFG. A number of seasoned
fisnery professionals are currently employed under this program. Over 32 ADTG staff members
rchircd under 1113 242 and more than 20 of them work for commercial fisheries division. As noted
in a November 15, 2004 memo from Commissioner Kevin Duffy to Jim Clark, most of these
positions are far hryond entry level. 26 of the,jobs are salary range 18 or ahove and when
the positions were posted, most garnered only 1-3 qualified applicants.

Discussions currently revolve around extensions ol one to three years. In reality, one year is likely
to do no more than encourage a mass exodus by nervous stall' T hree years, while belter, may not
resolve the matter either. Who is standing in line to replace the rehired personnel? Can
existing staff and new hires he trained fast enough to adequately sustain state services? T he
sleep learning curve for ADI’'b fishery managers could cost the industry and state a

significant amount of money.

As von know, this program arose out of concern lor the loss of state employees anticipated as a
result ol T’iei One retirement. Expanded hire by the federal fisheries service, which offered
lucrative wage and henellt package's, further exacerbated (he problem for ADKG. Our
association and others have, for years, urged (he state to holster agency budgets to attract
high caliber talent for the future. 1o dale, there has been no visiole move by the legislature to
provide ADbG with a state supported budget to enable them to attract the level of personnel
required to fill many of the jola in question.



| have heard and read many references to “ double-dipping" by rehired state employees. Sadly, that
term implies wrong-doing and harm to the state, when all that really happened is that the state
offered a program and employees signed up. These folks are simply drawing benefits that they
worked hard to accrue. There will he nothing extra in it for them at the end of the day. The
only difference is that their second monthly check is issued by the state, as opposed to another

agency or business.

Many people in this country retire from one career, hire on someplace else, and earn income
from both. Perhaps that is the case for some of you? The slate is deriving significant benefits
from highly qualified staff with institutional memory, why should we care if they are getting

two paychecks? They earned hotli.

And, while there are claims that the program is a burden on the stale, it has been shown lo be
revenue neutral, if not positive for some agencies. Let's be fair, many factors have affected the
earnings of the state retirement program, hut the impact of rehired employees is almost nil.

As this debate wages 011, the morale of this category of state workers plummets.
Compounding the issue is the fact that many were not informed that their job would sunset in five
years. The Department of Administration stated that some were told specifically that the
sunset date only applied to the program itself, not to those who chose to participate in it. This
misunderstanding more than likely influenced decisions made by employees and their
families when deciding whether to retire or continue with state service. One has to wonder
whether waiting to retire these past five years has affected the ability of some to gain employment

elsewhere.

So, now we have a number of fine people, in many agencies, who made decisions to stay with the
state, as opposed to retiring or taking positions elsewhere (which arc mostly now filled), who IntvC
recently discovered that June 30 could mark the end of their career with the state. Consider all
the people you will have to replace 011 July 1 (the opening date of our summer fishery), which is

the busiest time of year for ADKG!

Given the circumstances, it appears that the proper anil intelligent choice would he for the state to
make provisions for rehircd personnel to continue their employment. Your employees and their
families both deserve and need more than a one year fix, to provide security and show commitment
to them for jobs well done. If the current program is deemed unworkable and sunsets, so be it.

Hut grandfathering the existing participants would not harm the state and will give the state
and agencies additional time to develop a plan to attract new people and allow existing staff
lime to grow into new positions.

I lopcfully you agree and will move lo create grandfather provisions for relire/rehire
participants before you leave Juneau next month.

Please contact me if | can provide additional information or assistance.

Sincerely.

Dale Kelley
Lxecutive Director
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ANALYSIS CONTINUATION

Examples of impacl on PERS and TRS employers are as follows-

TRS
Number of PERS Members
Members Increase in Average Members Increase in Average TRS Currently
Electing the PERS Employer Currently Employer Contribution On
Waiver Contribution Rate On Waiver Rate Waiver
100 neglible 211 0.025, 124
500 0.01% 0.10%
1,000 0.02% 0.20%

Note: The fiscal amount noted below represents the number of retirees presently enrolled for the period of 20U1
to November 30, 2004. Should the membership levels increase the fiscj | cost ‘would increase based an Ih" table slw.n

above.
Sa'anes (m uite nM miji te
PERS 000 s)
State of Alaska 5
Juneau Borough and School District Id©/r.
Anchorage Municipality and School District hi-: nr. >
University of Alaska f*3,0%.
Fairbanks Borough and School District oio-:
North Slope Borough and School District 50021 0 1 |j I
Mat-Su Borough and School D strict 27,57)(0 uou
All other PERS employers 230.250 3 ((|Q
Total $

Reflects membership of 211 whu h results in a negligible cost.

TRS
All School Di jtricts TRS salaries =4 il oe. . DS,
Statelof Alaska TRS salaries 7,nlIS *= n (.= t tu
Total p-,

Reflects membership of 124 which result’; iu a .02% increase in employer rates.

Total Annual Cost to PERS and TRS iut

AS 24 0B 03G FISCAL NOTES ON BILLS AFFECTING STATE RE IREMEN | SYSIEM4 | .« Mil

of tiellong tomi and short bmn costs to tix stale ifa bill; .Tip p'. 0, i well .i,tin-mi; mt | tin ! .ot

soundness of the funds Thu amiu.il cost isa .imJn nkd above
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DolivahBS to: 129 6th St., Rm. 329

MEMORANDUM May 1.2005

SUBIJECT: Sectional Summary of CSSSSB 24(FIN)
(Work Order No. 24-0211VX)

TO: Senator Lyda Green
Attn: Kim Carnot

FROM: Barbara R. Craver /
Legislative Counsel

You nave requested a sectional summary of the above-descn'ocd bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered
an authoritative interpretation of the bill and the bill itself is the best statement of its
contents. |If you would like an interpretation of the bill as it may apply to a particular set
of circumstances, please advise.

Thcr are several effective date sections, so m addition to providing a summary of a
—non initially there is a brief note regarding the effective date of that bill section and
the bill section containing die effective date section.

Section 1.
Effective immediately (sec. 2D)

Legislative findings and intent section.

Section 2
Effective immediately (see. 20), and retroactive to July 1, 2005. if thii Act 'akts effect

after July 1, 2005 (sec. 16).

Adds a new subsection to AS 14.20 115 This subsccUon, (c) provides that an employer
must provide the same health ard medical benefits to a retired teacher that is rchircd and
elects to continue to receive retirement benefits under AS 14.25.04.1(b) iduuble dips) as
that employer provides to other active teacher" This only applies to full-time teachers.

Section 3.
Effective July 1,2009 (see 19).

Amends AS 14.25 043(a) to remove references that will be repealed on July 1, 7009
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Sections 4 and S.
Effective immediately (sec. 20), and retroactive to July 1, 2005, if this Act takes effect

after July 1,2005 (see. 16). Will be repealed on July 1,2009 (secs. 10 and 17).

See. 4 amends AS 14.25.043(b) (for teachers) and see. 5 amends AS 14.25.043(c) (for
commissioners who RIPed) to provide the following in regard to teachers and
commissioners who are allowed to double dip:

Makes it explicit that the election to double-dip only lasts as long as the section
allowing the waiver exists, when the waiver is repealed, the election to double-dip no

longer applies.
- A teacher hired full-time and who double dips cannot get retirement medical benefits

once this section is effective.
- A teacher hired to work less than full-time who double-dips can get retirement medical

benefits.

Section 6.
Effective immediately (sec. 20), and retroactive to July 1, 2005, if this Act fakes eflcct

afterJv’y 1, 2005 (sec. 16). Repealed July 1,2009 (sec. 12).

Provides that employers of teachers who double-dip must make contributions to the
unfunded liability of the retirement system at the same rate as for other teachers.

Section 7.
Effective immediately (see. 20), and retroactive to July 1. 2005, if this Act takes effect

alter July 1, 2005 (see. 16J. Will be repealed on July 1,2009 (secs. 10and 17).

Sec. 7 amend. AS 39.35.150(b) to provide the following m rcgaid to employees and
commissioners who are allowed to double dip

- Makes it explicit that the election to double-dip only iasts as long as the section
allowing the waiver exists, when the waiver is repealed, the election to double-dip no

longer applies.
- An employee hired full time and who double-dips cannot get retirement medital

benefits once this section is effective.
An employee hired to work less than full rime who double-dips can get retirement

medical benefits.

Section 8.
Effective immediately (see. 20. and retroactive to July 1, 3005, if this Act takes effect

after July 1, 2605 (see. 16) Repealed July 1,2009 (see. 12).
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Three subsections arc added to AS 39.35.150 to require employers to use a competitive
recruitment process before hiring a retired employee back and allowing that employee to

double dip.

AS 39.35.150(f) requires political subdivisions and public organizations that participate
in PHRS to adopt a policy regarding shortages and must certify that the competitive
hiring process was used to rehire a retired employee before allowing the rehired

employee to double-dip.

AS 39.35.150(g) provides the dci *Is of the actions required of employers described in (O
if those employers want to offer rehircd employees the option to double-dip. The policy
adopted by resolution must be similar to the recruitment process required of the executive

branch under (h) of the section.

AS 39.35.150(h) describes the competitive hiring process for executive branch positions
that require recruitment.

Section 9.
Effective immediately (sec. 20), and retroactive to July 1, 2005, if this Act takes effect

after July 1,2005 (sec. 16). Repealed July 1,2009 (sec. 12).

Provides that employers of employees who double-dip must make conti'butions to the
unfunded liability of the retirement system at the same rate as for other employees.

Section 10.
Effective immediately (see. 20). Will be repealed onJuly 1,2009 by this section.

Amends the original 2001 session law, as well as the amendments passed in 20031and
the amendments contained in this bill so that the law does not sunset on July 1, 2005, but

onlJuly 1, 2009

Section 11.
Effective immediately.

Amends the 2001 session law to provide that the PERS administrator is also required to
report to the legislature and to report "regarding the efforts of employers in the executive
branch to address the recruitment difficulties in job classes in which retired members

have been rchircd."

Section 12.

Repealer section effective on July 1,2009.

1 In 2003 commissioners who had RIPod out in IRS and PERS, as well as PERS
employees in general were allowed to double-dip.
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Repeals the laws enacted in sections 6, 8 and 9.

Section 13.
Effective immediately.

Repeals duplicate sections in a session law from 2001 that contained the same sections
affected by this bill so that each section of that law docs not have to also be amended.

Technical amendment.

Section 14.
Effective immediately.

Provides that teachers who made the election to double dip prior to November 13, 2004,
may continue to double-dip through December 30, 2006, if they continue to work in the
same position. Those teachers may also continue to get retirement medical benefits
during that period. On January 1, 2007 the "period of reemployment” under which they
were originally hired is considered over. On January 1, 2007 those teachers will be able
to continue in the same position, but will not be able to double-dip unless the employer
complies under the conditions of AS 14.20.135. Regulations may be needed to clarify
how this is to be accomplished. Employeis however arc required to provide medical
insurance to these teachers under sec. 2, this section does not waive those obligations on
the part of the employer between July 1,2005 and December 31,2006.

Section 15.
Effective immediately.

Provides that employees who made the election to double-dip prior to November 13
2004 may continue to double-dip through December 30, 2006, if they continue to work in
the same position. Those employees may also continue to get retirement medical benefits
during that period. On January I, 2007 the "period of reemployment” under which they
were originally hired is considered over. An employee may continue in the same position
but will not be able to double-dip unless the employer rchircs that person after following
the recruitment procedures provided in sec. 8.

This waiver tor the period of July 1, 2005 December 30, 2006 docs not affect an
employer's obligation to provide medical insurance to full-time employees under sec. 2,
effective immediately.

Section 16.
Effective immediately.

Provides a conditional retroactive effect in case the bill docs not take effect before July I.
2005, to make sections 2. und 4 -10 retroactive toJuly 1, 2005.
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Section 17.
Effective immediately.

Provides that applicable sections2of the 2001 law will go into effect on July 1, 2009.

Section 18.
Effective immediately.

This repeals the effective date section associated with the duplicate session law also
repealed in sec. 13 of this bill.

Section 19.
Effective immediately.

This is the delayed effective date section for sec. 3.

Section 20.
Effective immediately.

Provides an immediate effective date for all bill sections except sec. 19.
If 1may be of further assistance, please advise.

BRC:med
05-329.mcd

= These sections remove references to the sections that arc repealed on the sunset date,
and also provides the effective date for the repeal of sec. 12 of the 2001 session law as

amended in see. 10 of this Act.
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April 19, 2005

Dear Co-Chairs Green and Wilkin , Vicc-Chair Bundc and members of the Senate Finance
Committee,

Thank you for the opportunity to comment on this bill. 1’m wnting in opposition of SB 24, the
retire and rehire bill. This is a negative piece oflegislation for the people of Alaska and state

employees.

ASEA, the largest state employee union with over 7,500 members, opposes this retire and rehire
legislation and extending Grandfather rights to those working under the current retire and rchire

law.

< Negatively affects recruitment of new employees and retaining junior employees

By allowing employees, typically those in higher on the ladder, to retire from their jobs and be
rehired 30 days later, stops all upward mobility ofjunior employees and affects recruitment of
new employees. As a result, junior employees are locked into theirjobs, unable to advance and
wc cannot hire new talent into stale service. The current retire and rehire law has already
resulted in junior employees departing from state service to take jobs with the federal
government because their advancement was blocked by a supervisor retiring and rchiring. For
that same reason, others are currently looking lo the private sector or federal government for
employment. To maintain good services foi the people of this state, we need to continue to train,
promote and keep junior employees, not force them from their jobs! They arc the future of our
state, not the deadwood at the top! There are plenty of qualified individuals currently working in
state service that would like lo acvancc their careers but cannot due to the current retire and
rehire law. Let’s not make the situation worse bypassing another retire and rehire law.

< Grnndfatheriug is n bad idcu

I’m encouraging you not to grant "grandfather” rights to those working under the current law.

As described in the Memorandum of Advice from Ihe state attorney general, it was made crystal
clear to everyone who wanted to participate in the double-dipping program, that the law would
sunset on July 1,2005. They all knew it was short- term employment. Any decisions they made
were with their "eyes wide open”. It is discouraging to me, as a state employee, to think
legislators would even consider grandfather these people under the existing law, considering all
the problems and abuses that have occurred under the current law. Grandfathering only serves to
exacerbate an already bad situation. We will all be facing a much worse situation 4 years from
now, if Grandfathering is allowed under this bill.

< Widespread abused of the current law.

Instead of applying the retire and rchirc law tojust a few isolated cases where recruitment may
be difficult, it has been applied widely and has become standard upending procedure in state
government. Even clerks have been hired back! There is absolutely no way to safeguard uB;'insl
this. There arcjust too manv ways mound it. CuiTently language is very vague.
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< Double-dipping is very bad PR

I ’ve had people stop me at the grocery store to ask how state employees are permitted lo retire
and be hired back into the position they just vacated! They were very upset und called the
employees “double-dippers” among other terms.

< Cronyism at it’s worst.

The way it works under the current law, if you are in the “good old boys or girls club” you arc
guaranteed to get your job back after you retire for aminimum of 30 days. However, if you are
not a favored son or daughter there is no guarantee that you will be hired back into thejob you
just vacated. Almost everyone in any given divison knows when someone will be hired back
into their job after the 30 day wait, and therefore subordinates and others refuse to apply for the
position knowing flill well they will not be hired. Let's not extend Grandfather rights to these

people (all retire and rehircs) who abused the system!

One way to even the playing field would have been to have a 360-day waiting period between
retiring and rehiring. So, if someone retired they would have to wait a year before reapplying for
a statejob. That would have allowed junior employees a fair opportunity to apply for and
possibly obtain, a promotion that they would not otherwise have a chance at getting.

Summary

In summary, 1’m encouraging you to vote against this legislation. In case you are wondering,
yes, 1’m in a position to retire and be rehired, so if passed, this bill could potentially benefit me.
However, 1’'m opposed lo the bill because it leads us down a path of keeping older, more
expensive employees, who are not contributing to PERS, while at the same time, precluding
junior employees from becoming more experienced and advancing their careers. There is plenty

of talent out there to fill most all statejobs!!

Under the current retire and rehire law, the state was given 3 more years to train employees to fill
potential vacancies, the law sun-setting this year. Extending the sunset clause, via this
legislation, only serves to exacerbate an already bad situation.

11276 Bells Flat Road
Kodiak, AK 119615
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