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Memorandum

To: Senator Fred Dyson, Chair
Senate Health & Social Services Committee
V(k 7
From: Senator Gary Stevfimjk
Date: March 2, 2005 \
Re: SS SB 24

[ would like to respectfully request that you schedule SS SB 24, “An Act relating to
reemployment of and benefits for retired teachers and public employees and to teachers
oremployees who participated in retirement incentive programs and are subsequently
reemployed as a commissioner; to be heard during the week of March 7l

Attached is a blank CS and all the back up for your packet.

Thank you for your consideration of this request.

Senate District R
Senator_Gary_Stevens@ legis.state.ak
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Sponsor: Senator Gary Stevens
Current Version:  SSSB 24
Contact: Katrina Matheny, 465-4713

Fact Sheet for: Senate Bill 24

Short Title: REEMPLOYMENT OF RETIREES

Summary:

« Extends the sunset date until 2009 for legislation that gives state retirees who return
to work the option of continuing to receive both retirement pay and a salaiy if the
employee:

m s a retired teacher hired under the "teacher shortage” program (AS 14.20.135).
m [s a public employee who retired under normal retirement.

 Isan individual who retired under the Retirement Incentive Program and is
subsequently re-employed as a commissioner.

m Relieves commissioners of the requirement to refund incentive credit and
re-employment indebtedness.

+ Discontinues accrual of additional retirement credit during re-employment for those
opting to continue receiving retirement pay.

m Requires annual reports b> the administrator of the teachers' retirement system on
the effect of this legislation.

« Repeals duplicate sections inadvertently included in previous legislation.

Benefits:
m Helps public employers attract and retain qualified workers for hard-to-fill
vacancies.
« Gives employers four more years to transition the existing workforce to meet
demand when re-employment provisions sunset.
« Maintains cost-neutrality by eliminating additional retirement credit during re-
employment.
Background:

« SB 24 extends a program that was established in 2001 that allows retired state
workers to return to the workforce without forfeiting retirement benefit payments
during the period of their return.
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CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 24( )
INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): SENATORS GARY STEVENS, Davis

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
programs and are subsequently recm| loved as a commissioner; repealing secs. 5, 7, and
9, ch. 58, SLA 2001: providing for an effective date by amending sec. 15, ch. 57, SLA
2001, which is the delayed effective date for secs. 3, 5, 9, and 12, ch. 57, SLA 2001, and

repealing sec. 13, ch. 58, SLA 2001, v, hich is the delayed effective date for secs. 5, 7, and

9, ch. 58, SLA 2001; and providing for an effective date."
BE IT ENACTED BY "HE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:

FINDINGS AND INTENT, (a) The legislature finds that provisions of ch. 57, SLA

2001, ch. 58, SLA 2001, and ch. 15, SLA 2003 that provide for he reemployment of certain

| retired members of the teachers' and public employees' retirement systems provide a valuable

1. CSSSSB 24( )
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tool for 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 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 ccntinue to use this management too.!, 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 employers and reemploycd retirees will end on July 1, 2009, unless that date is
exuuded by law.

(c) 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.
*See 2. AS 14.25.043(a) is amended to read:
(a) If a retiied 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) CR (e) OF THIS SECTION]. 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, [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. 3. AS 14.25.070 is amended by adding a new subsection to read:

(b) If the administrator determines that reemployment of a retired teacher
under the authority of AS 14.20.135 results in an increase in the unfunded liability of
the system, the administrator shall include the base salary of the reemployed teacher in
the determination of the amount of contributions due from the employer of the j
reemployed teacher to the extent determined by the administrator as necessary to pay
the liability.

*Sec. 4. AS 39.35.270 is amended by adding a new subsection to read:
(b) If the administrator determines that reemployment of a retired member

CSSSSB 24( ) 2-
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under AS 39.35.150(b) results in an increase in the unfunded liability of the system,
the administrator shall include the base salary of the reemployed member in the
determination of the amount of contributions due from the employer of the
reemployed member to the extent determined by the administrator as necessary to pay

the liability.
* Sec. 5. 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 14.25.043(b), 14.25.043(e), added by sec. 3, ch
15, SLA 2003 [OF THIS 2003 ACT]; AS 39.35.120(b)(2), 39.35.150(b), as amended
by sec. 4. ch. 15, SLA 2003 [OF THIS 2003 ACT], and 39.35.150(c) are repealed

July 1,2009 [20051.
* Sec. ( The uncodified law of the State of Alaska is amended by adding a new section to

read:
f-ETROACTIVE APPLICATION OF SECTION 3TO EMPLOYERS OF REHIRED
RETIRED TEACHERS. |If the administrator determines that retired teachers rehired by an
employer caused an increase in the unfunded liability of the teachers’ retirement system, the
employer shall pay the amount of the increase attributable to that employer's rehired retired
teachers within the next annual budget cycle following the determination by the administrator.
This section only applies to an employer in regard to the unfunded liability attributable to a
(1) retired teacher rehired under AS 14.20.135 between July 1, 2001, and the

effective date of this Act; and
(2) retired commissioner rehired under AS 14.25.043(d) t.nd 14.25.043(e)

between May 1, 2003, and the effective date of this Act.
* Sec. [. The uncodified law of the State of Alaska is amended by adding a new section to

read:
RETROACTIVE APPLICATION OF SECTION 4 TO EMPLOYERS OF REHIRED
RETIRED PUBLIC EMPLOYEES. |If the administrator determines that retired members
rehired by an employer caused an increase in the unfunded liability of the public employees'
retirement system, the employer shall pay the amount of the increase attributable to that
employer's rehired retired members within the next annual budget cycle following the

determination by the administrator. This section only applies to an employer in regard to the

3. CSSSSB 24( )
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unfunded liability attributable to a
(1) retired member rehired under AS 39.35.150(b) between July 1, 2001, and

the effective date of this Act; and
(2) retired commissioner rehired under AS 39.35.150(b) and (c) between

May 1, 2003, and the effective date of this Act.
* Sec. 8. The uncodified law of the State of Alaska enacted in sec. 13, ch. 57, SLA 2001, is

amended to read:

Sec 13. REPORT TO LEGISLATURE. Annually, beginning in 2002 and
ending in 2010 [2006], 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.

*Sec. 9. AS 14.25.070(b) and AS 39.35.270(b) are repealed July 1, 2009.
* See. 10. Sections 5, 7, and 9, ch. 58, SLA 2001, are repealed.
* Sec. 11. The uncodified law of the State of Alaska is amended by adding a ne w section to
2z l)
CONDITIONAL RETROACTIVITY. |Ifsecs. 1, 3 -7, 10, and 12 of this Act take
ififect after July 1, 2005, secs. 1,3-7, 10, and 12 of this Act are retroactive to July 1, 2005.

* Sec. 12. Section 15, ch. 57, SLA 2001, isamended to read:
Sec. 15. Sections 3. 5. 9. and 12 of this Acttake effect July 1, 2009[2005J.

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

* Sec. 14.Section 2 of this Act is effective July 1, 2009.
* Sec. 15.Except as provided in sec. 14 oi this Act, this Act takes effect immediately under

tSO U 0.070(c).
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MEMORANDUM March 2, 2005
SUBJECT: SB 24 - Extending the sunset date for benefits for some retired

members of PERS and TRS who arc rchired
(Work Order No. 24-LS0211\F, CSSSSB 24( ))

TO: Senator Gary Stevens
Attn: Katrina Matheny

FROM: Barbara R. Craver
Legislative Counsel

Encleced is the blank committee substitute bill you requested. Some new sections have
been added at your req".<u to address the unfunded liability to each retirement system

caused by the reemployment of retired teachers.

Sections of the 2001 bill, ch. 57, SLA 2001', provided for retired TRS or PERS members
rchired in the event of a teacher shortage and offered them a special option of "uouble
dipping." These "leacher shortage" teachers would be allowed to make a choice to
continue leceiving their retirement pay while also receiving a salary. The salary would
not have any retirement deductions and the person would not get credit in the retirement
system for any additional years of service. The double dipping option is not available to
a TRS or PERS member who retired under a retirement incentive program (RIP, an
employee who retires under a RIP is also said t have "RIPed out"). That bill also
allowed PERS employees who had taken normal retirement under AS 39.35.370(a) and
who were rehired to opt for "double dipping" as provided for teacher shortage rehires.
This option was not open to employees who had RIPed out. All of this was to sunset on
July 1, 2005, and the bill provided for amendments and repeals to take the law back to the
way it was prior to the effective date of the hill. For reasons unknown to this drafter, the
Legislature also enacted the exact same changes jescribed above for retired teachers in
another bill, in secs. 3-7and 9-14, ch. 58, SL.\ 2001.

Two years later, ch. 25, SLA 2003*’, allowed a retired TRS or PERS member rehired as a

commissioner who had RIPed out to double dip. A person rehired as a commissioner
who had RIPed out of TRS or PERS was also relieved of the usual refund of the incentive

1SCS CSHB 242(FIN) of the 22nd Legislature, 22-LS0885\L.

: SCS MB 140(STA) am S(efd fid S) of the 23rd Legislature, 23-GH1120\HA.A
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credit and reemployment indebtedness that occurs when a RIPed employee is rchired.’
The sunset date for the double dipping added by the 2003 bill was July 1, 2005, and was
done by amending sec. 12, ch. 57, SLA 20012

It is the intent of this bill to continue the incentives for rehired retirees by amending the
sunset date from July 1, 2005 to July 1, 2009. This bill also adds provisions for the
respective retirement systems to recoup any unfunded liability caused by the rehired
employees as well as providing for future unfunded liability attributable to these rehired

persons.

Bill Title. The title refers to the benefits ava.lable to certain retired teachers and public
employees who have been rehired, refers to RIPed out teachers and public employees
who are rehired as commissioners, points out the repeal of the duplicate sections of ch.
58, SLA 2001, the change in the delayed effective date of ch. 57, SLA 2001, the repeal of
the delayed effective date section of ch. 58. SLA 2001, and finally gives notice that the

bill itself has an effective date.

Section 1. This section makes legislative findings and provides the legislature's intent in
the passage of this Act.

Section 2. This sectiun amends AS 14.25.043(a) to remove references to subsections that
will no longci exist after the sunset in July 1,2009.

Seetmn 3. This section amends AS 14.25.070 to provide that if the rehire of retired
teachers causes an increase in the unfunded liability of the system, the administrator shall
increase the contributionsfrom anemployer as needed to pay the liability.

Section 4. This section amends AS 39.35.270 to provide that if the rehire of retired
public employees causes an increase in the unfunded liability of the system, the
administrator shall increase the contributions from an employer as needed to pay the

liability.
Section 5. This section moves the sunset date from July 1, 2005 to July 1, 2009, for the
provisions providing the double dip incentive to rehired retirees: teachers hired due to a

teacher shortage, state employees who retired at normal retirement who are rehired, and
retired teachers or state employees who are rehired as commissioners.

5Subsection (e) in sec. 3 and all of sec. 5 in ch. 15, SLA 2003. These provisions have no
sunset date and will continue to exist under the 2003 law and are unaffected by this bill.

4 The identical provisions in ch. 58, SLA 2001 were not amended for unknown reasons.
Parts of this bill clear up that oversight.

5This fixes a drafting oversight in 2003 that is needed to restore this section on July 1,
2009, to its status on the date before chs. 57 and 58, SLA 2001 became effective in 2001.
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Sections 6 and 7. These sections provide retroactively for the TRS and PERS systems
respectively that any unfunded liability caused by the rehire of employees under the two
previous Acts will be repaid into the system.

Section 8. This section requires the continuation until 2010 of annual reports to the
Legislature by the administrator of the teachers' retirement system on the effect of ch. 57,
SLA 2001 on the system and adds the requirement that the administrator of the public
employees retirement system also report to the legislature annually.

Section 9. This section repeals the changes made by sections 3 and 4 of this bill on
July 1,2009.

Section 10. This section repeals sections in ch. 58, SLA 2001. These sections are
completely identical to the changes made in ch. 57, SLA 2001, and make no substantive
change to this bill. We want to get rid of the duplicate provisions in ch. 58, SLA 2001 so
that we do not have to amend them in this bill or in future bills if there is another

extension of the sunset date.

Section 11. This provides that if this bill becomes effective after July 1, 2005, all the
changes are retroactive to July 1, 2005, so there will be no gap in the program.

This measure has four effective date bill sections. Each section will need a two-thirds
vote in order to hecome effective.

Section 12. This provides that the sections in ch. 57, SLA 2001 that will restore the laws
to the status they were before the 2001 Act became effective - - - in other words the
double dipping incentive sections and references — will "come o f the books" on July 1,
2009, instead of July 1, 2005. This provision is an amendment of a delayed effective date
section and will require a two-thirds vote in order to become effective.

Section 13. This section repeals the delayed effective date section in ch. 58, SLA 2001.
This delayed effective date section is substantially the same as the delayed effective date
section in ch. 57, SLA 2001. It makes no substantive change to this bill. However, being
an effective date section, this section will need a two-thirds vote in order to become

effective.

Section 14. This section sets the effective date for the amendment of AS 14.25.043(a) by
section 2 at July 1. 2009 (to remove the references in AS 14.25.043(a) to repealed

subsections).
Svtion 15. Except for section 14, provides an immediate effective date for this Act.
If I may be of further assistance, please advise.

BRC.Imb
05-070.Imb

Enclosure
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Sponsor Statement
SS Senate Bill 24

"An Act relating to reemployment o fand benefits for retired teachers and public employees and
to teachers or employees who participated in retirement incentive programs anil are
subsequently reemployed as a commissioner; repealing secs. 5.7, and 9. ch. 5X. SLA 2001,
providing for an effective date by amending the delayed effective date for secs. 3. 5. 9and 12. ch.
57. SLA 2001. and repealing sec. 13. ch. 5\ SLA 2001. which is the delayed effective datefor
secs. 5.7. and 9. ch. 5X. SLA 2001; and providing for an effective date. "

SS SB 24 would extend a program that was established 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. However, in order to keep this program cost-neutral, an
employee selecting this option would not accrue additional retirement credit while being

reemploycd.

This legislation will provide a management tool to assist Alaska’s public employers in
attracting and retaining qualified workers that are having difficulty filling vacancies. In
addition, it allows employers to develop 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 sunset on July 1, 2009.

Lurge you to support this legislation.

Senate District R
Senator_Gary_Stevens@ legis.state.ak.us
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DEPARTMENT OF ADMINISTRATION

DATE:

TO:

THRU:

FROM:

DIVISION OF RETIREMENT AND BtzNbt ITS |

January 13, 2004

Melanie Millhom, Director
Division of Retirement and Benefits

Kathy Lea, Supervisor
Retirement Setction

Brent AIIisgn,' Regional Counselor

P otiree Services

SUBJECT:

The following employers have hired retirees under HB 242/SB 149:
TRS Waivers

REAA

Aleutian Region SD

Anchorage SD

Bering Strait SD
Copper River SD

Craig SD

Denali Borough SD
Hoonah City SD
Ididarod Area SD
Kashunamiut SD

Kuspuk SD

Lake & Peninsula SD
Lower Kuskokwim SD
Mat-Su Borough Schools
North Slope Borough SD

Sitka SD
St. Mary's SD

Tanana City SD

Wrangell SD

Yukon Flats SD
Yukon KoyukukSD

Klawock SD

Delta Greely SD

Dillingham SD
Bristol Bay SD
Wrangell SD

Lower Yukon SD
NW Arctic Borough SD
Alaska Gateway SD

Hydaburg SD
TOTAL

Employee
Count
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FRANK H. MURKOWSKI, GOVERNOR

[JroBTX1t0203
JUNE/'). AK 99811-0203
PHONE: (907) 485-4460
FAX:  (907) 465-3086
TOO:  (907) 485-2805

1 550 WEST 7TH AVENUE. SUITE 1850

ANCHORAGE. AK99501-3570
PHONE (907) 269-0333
FAX:  (907) 269-0280

HB242/SB149
Waivers

PERS Waivers

Employer Name

Alaska Housing

Aleutian Housing Authority
Aleutian Region SD
Anchorage SD

Bartlett Regional Hospital
Bristol Bay Borough

CBJ

City of Delta Junction

City of Dillingham

City of Fairbanks

City of Homer

City of North Pole

City of St. Mary’s

Citvof Wasilla

Cook Inlet Housing Authority
Fairbanks NSB

Juneau SD

Kenai Peninsula Borough SD
Ketchikan Gateway

Lower Kuskokwim
Mat-Su Borough
Municipality of Anchorage
North Slope Borough

SE Resource Center

Sitka Community Hospital
State of Alaska

U. of Alaska- Fairbanks

U. of Alaska- Mat-Su

U. of .Alaska- Anch.

U. of Alaska- Juneau
City/Borough of Sitka
Interior Regional Housing
Bering Strait SD

City of Haines

City of Bethel

Employees
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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 SenatOi otevens.

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 emloloyment an attractive option to recently retired or
retiring State employees, at the same time saving the State money and
preserving corporate experience. It provided the incentive that returning
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 anyway, 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. Inthe current issue of the Division of Personnel's “HR Solutions",
it says “Over the next five years, 26% of the State employees are eI|([]|bIe to retire
based on age, retirement tier, and years of service. In some occupational
groups, the retirement rate is as high as 40%."

'm writing to ask that ?;ou support elimination of that sunset provision, or
extension of it by another fourto five year term. That would carry the State past
the current “clump” of retirements, and be long enough to make returnm? to State
emplo%/ment 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 subg_ect 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 election”of 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 rightfullY S0 -
it Is a win-win situation for the State and for those employees who choose to
make their second career and extension of the first.

Thank you for s,oonsorir]g SSSB 24, which would extend the sunset provision by
several }/ears. 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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Click here to return to the original story

State's working retirees face uncertain

future

November 17, 2004

By ELIZABETH BLUEMINK
JUNEAJEMPIRE

For more than 250 state of Alaska workers, retirement is just another
word for getting both their pension and a new state job.

Wayne Regelin, deputy commissioner for wildlife at the Department of
Fish and Game, is one of the beneficiaries of the state's retire-rehire
program, created in 2001 to retain experienced workers.

But he and other participants will stop receiving their pension checks in
July unless the program is reauthorized by the Alaska Legislature in its

upcoming January-May session.
The program is set to expire June 30.

"It would certainly reduce my income," said Regelin. "Probably some
people would go ahead and retire (again) to pursue other job
opportunities.”

At 56, Regelin enjoyed a brief four months of retirement from Fish and
Game. The department used a juicy carrot - the retire-rehire program - to
woo him back.

Regelin, ann? with other eligible city, school and state employees
throughout Alaska, can retire at 55 or older, then get rehired and receive
a state salary and their pension at the same time.

While it may sound like a sweetheart deal, the retire-rehire program was
created to plug the severe brain drain of baby boom-aged employees
from Alaska agencies and school districts.

At this time, participants in the program do not have to pay into the
state's retirement system. But if legislators decide not to reauthorize it,
they and their employers will begin contributing again to the system.

<oio/.
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Regelin is one of 32 Fish and Game employ v j who participate in the
program, which has kept many state biologists from fleeing to federal
resource agencies - such as the U.S. Fish and Wildiife Service - that
provide better benefits and 30 percent higher salaries, Regelin said.

Some employers, including the city of Juneau, praise the program
because it eliminates their contribution to the state’s retirement systems
- poised to skyrocket to 30 percent of salary over the next 25 years- for

those employees.

Juneau Personnel Director Joan Wilkerson said the city has rehired seven
employees - albeit at lower pay scales. All told, the program saves the
city about 14.5\ﬁercent or 15 percent of the cost of regular employment
for those jobs, Wilkerson said.

The retire-rehire program has been criticized by others as an impediment
to the progression of younger workers up the ranks.

State Rep. Beth Kerttula, D-Juneau, said she is worried about that. But
she is more concerned that the program enables Alaska to avoid dealing
with a fundamental problem - the non-compeltive salaries that cause
employees to flee to federal agencies and the private sector.

"The state pays less, and therein lies a problem. We should be paying as
well as the feds and we should be treating our employees as well. If this
(program) is just a way to get around U 't - that’s a problem," Kerttula

said.

Other legislators are staunchly behind the program, though they said
they would need to review a detailed financial accounting before they

reauthorize it.

House Majority Leader John Coghill, R-North Pole, said, "At this point, it
looks like reauthorization is probably going to be in the works. | have
heard only favorable things about it."

The Department of Administration is discussing a bill that, if nothing eise,
would allow current payﬂuﬁants in the program to continue to receive
their pensions along with their salary, said Kevin Brooks, the

department's commissioner.

"If there's interest in (re luthorizing) House Bill 242, that would be an
easy amendment in the new bill," Brooks said.

Brooks noted that some recent actuary reports show the program does
cause "r inor costs" to the state's two retirement programs. Combined,
the retirement funds for teachers and public emﬁloyees are nearly $5
billion in debt due to the escalating cost of health care and poor stock
market performance. The "minor" costs to the funds could increase if the

program grows substantially, Brooks said.

The costs mean that “he carrot offered to retirees by public employers
could get somewhat less juicy.
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Brooks said the state's teacher and public employee retirement funds
must be "hfcid harmless" from increasing costs. That could mean a
revision requiring partic >ents to contribute at some level to the

retirement system, he d.

Lured by the salary-pension combination, 81 experienced teachers have
returned to 73 Alaska school districts, state officials said.

According to August records: The Department of Transportation had 25
participants; the r epartment of Health and Social Services had 14; the
Department of Corrections had 10; the Department of Administration had
six; and other departments rehired two to four employees uting the

program.
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Senate State Affairs Committee
HB 242 Follow-Up
March 3,2005

Question: What were the calculaed savings for employers who rehired retired
members under HB 2427

Since rehired reirees waived participation in the retirement systems, payroll information
was not reported to the retirement systems. Ho ./ever, 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 HB 242 retirees who participated in
the rehire program?

Teachers' Retirement System (TRS)

Age at 40-44  45-49 0-54 55-59 6C-64 65+
Retirement
No. Retirees 7 45 63 65 14 5

Public Employees' Retirement System (PERS)

Age at 40-44  45-49 50-54 55-59 60-64 65+
Retirement
No. Retirees 15 50 46 172 41 16

Question: 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 TRS 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 employee”™ whc were enrolled in the program who
have then left

System Total Waivers F.ied  Total Active % Retirees Leaving
Waivers the Program

PERS 297 211 30%

TRS 187 124 34%

Senate State Affairs HB 242 Follow-Up 1 03/03/05

P/v\



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 hired by the
Anchorage School District, 2 in Special Education and 1in Indian Education.

Senate State Affairs HB 242 Follow-Up 2 03/03/1 ¢



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

Department | Totil
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, Community and Economic Development 21,873
Military and Veterans' Affairs 14,864
Natural Resources 52,131
Fish and Game 213,695
Public Safety 171,176
Environments' Conservation 16,363
Corrections 83,743
Transportation 184,395
Legislative 62,851
Grand Total 1,091,720

Sources: DB2 Connect through PP 1/31/05 to Access, AKPAY
Parameters=Gross Salar Eamings codes between 348 and 434)
x:Projects/HB 242/HB 24 ost Difference-DOP-050223

Prepared by C. Preecs, Human Resource Specialist, Division of Personnel
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Alaska State Legislature

Please enter into the record my testimony to .he Sl
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March 7, 2005

Attention Gary Sevensft Committee
Re B,

Dear Mr. Seversft Commttee:
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CITY OF KENAI

ey 6, 206
Al Murkonga
T AR CHBLL00L

FE Cll | OT KENAI RESOLUTIONNO. 2005-03 = SUPPOPTING LEGISLATION TO
CONTINUE THE REHIRED RETIREE EMPLOYMENT UAIVBR PROGRAMENACTED BY
HB242 IN2001 POR THOSE CURRENTLY ENROLLED.

Dear Govermor Murkonskt;
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Suggested by, Administraion
Gty o Kerai
RESOLUTION NO. 2005-02
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December 14, 2004

Ray Matiuhowski, Commissioner

State of Alaska, Dept, of Administration
P.0 Box 110203

Juneau, AK 99811-0203

Subject: HB 242 Rehired Retiree - PERS Employment Waiver

Dear Commissioner Matiashowski.

The PERS employment waiver option allows a retiree to reemploy with a PERS
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, 200< has caused much distress for the six employees
working for the City of Kenai that are participating in the program

The State of Alaska, Division of Retirement and Benefits assured the City of Kenai and
its employees in writing that uUAny member who b 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 1, 2005 dale 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 the same date they
would be required to rejoin the PERS on July I, 2005. Ifthe 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 ofthis 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 are Foreman, and one
is a Fire Captain. A timely resolution to this problem is very important  The city
Is starting our budget ﬁ)rocess and this has an impact on the budget and possible
hiring concerns of replacing very experienced supervisors
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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 proyam
would continue. Joint Survilor Option, Dentul-Vision-Audio, and Long-Term
Care Insurance decisions may have been different if employees had been advised
they could no longer participate in the PEFS waiver program after July 1,2005
Many woulo have taken the 100% benefit ir stead of the Joint Survivor Option if
they knew it was for only for a short period oftime and not chosen tofay 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 Iife-alterin%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.

« Ifparticipating employees who elected the PERS waiver option were discontinued
on July 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 wili new
deductibles start? Does the time in the waiver program count as time before the
cost of living increase goes into affect?

« OnMay 5, 2004 the City of Kenai 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.

1-907-283-8232 J-907-283-7666

Walt Williamson, Fire Captain
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Alaska State Legislature

Please enter into the record my testimony to the Senate HESS
committee name

Committee on SB 24 , dated 3-7-05

bill #/ subject public hearing date-

4 pages attached

Signed: Larry Sem mens
Testifier

Citv of Kenai____
Representing (optional)
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CITY OF KENAI

"Oil Capital Alalka"
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HE: CITY OF KENAI RESOLUTION NO. 2006-02 - SUPPORTING LEGISLATION TO
CONTINUE THE REHIRED RETIREE EMPLOYMENT WAIVER PROGRAMENACTED BY
UB242 IN2001 FOR THOSE CURRENTLY ENROLLED.

Dear Governor Murkoneki:
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Suggested by: Administration

City of Karei
RESOLUTION NO. 2008-02
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hars 5;3&@%31 e

ik %ﬁ%&%’%&%ﬁ%@%ﬁ&? TR i e

T R S )
m%mp Mm% relied yoon the informetion proviced by

VHEFEAS cpemrerts it e yere reptde i ot e e
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Sedion 2 That such legislation will ke acted an early in the 2006 session
ﬁ%%@ate% a?u%duum e sent to Governor Murkoweki and all meters ofthe
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Carol L Fress, Oity Clerk
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Ktitti Kom#lla

From: Peter Faher [Pete tehee©EATIn.stato. ak. us)
Ient- Tuesday, July 01 2003 11.01 AM

Keith Komelu
Subject Re: PERS retirement and back to work

R a "
%hm %%Am@r e AR R
e %&!ﬂﬁe%et%no%&“tc?“%&%ﬁe ok PR Al mang %ﬂawmw

@% Eﬂ%& %@@W@%@ “ﬂgﬁﬁaﬂﬁé““ '@“@m

Ke|th Komelis wrote;
> Pete

E?W _ _J N %P% %Iﬁ%gj (]QBW mh%w outsice
o | 5 & e . i =j r

She Ch ot Y | Q , “'.‘“": Ntacted FERS and ey Salo
ﬁ@\%t%%% 0 Pﬂ% rg%) nor Social Security, nor medical insurance (Since
>V\t11d \au please let ne kow the details a this.
> Trerk ytu




HAR-07-2005 HN 01:34 AMMKB\Al LIO FAX NO 907 283 3075 P05

Robin Fcltman

From e (deintsed.s
%nt: . April 30. 2004 10:36 AM
Subject: Re: %W(gver@m
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> |f this is too confusing, please give nea call.  Tranks Robin 907-283-822%
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Alaska State Legislature

Ple.se enter into the record my t ttimpny to the
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March 7,2005

Attention Gary Sievensk Committee
Re B

Dear Mr. Sevensk Conral ea
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CITY OF KfcNAI
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Fan

January 6, 2005

T AR SEBL1-0001

E CJ]TO / KENAI RESOLUTIONNO. 200342 - SUPPORTING LEGISLATION TO
CONTINUE THE REHIRED RETIREE EMPLOYMENT WAIVER PROGRAM ENACTED BY
HB242 IN2001 FOR THOSE CURRENTLY ENROLLED.

Dear Govermnor Murkonsk:
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Decerrbet 14, 2004

Ray Matiashowski, Commissioner

Stale of Alaska Dept of Administration
P.O. Box 1102 3

Juneau. AK 9n81 1-0203

Subject: rtf 242 Rehired Retiree -PERS Employment Vvaiver

Dear Cor unissioner Matiashowski.

The PERS employment waiver option allows a retiree to recmploy with a PERS
employ rand continue to receive PERS retirement benefits

Your teitcr of November 3, 2004 conveying the Sunc 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
work ig for the City of Kenai that are participating in the program.

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

described to us by the state

« TiieJuly 1,2005 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 ptogram right up to the same date they
would be required to rejoin the PERS on July 1, 2005. Ifthe 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 inlent ofthis legislation is to attract and retain a strong skilled work
force. It has been very successful fcr 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 ofthe 308 statewide employees participating in this
PERS waiver program. Two are Department Heeds, three are Foreman, and one
is a Fire Captain. A timely 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 ofreplacing very experienced supervisors
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Employee* made PERS decision* 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 ofthe Joint Surv Option if
they knew it was for only for a short period of time and not chosen u pay for the
Dental-Vision-Audio option ifthey 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.

« Ifparticipating 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 start7 Does the time in the waiver program count as time before the
cost of living increase goes into affect?

« OnMay 5, 2004 the City of Kenai 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,
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Senator Fred Dyson, Chr
Senate HESS

Re: Testimony in support of SB24/31 - John A. Davis

Mr. Chairman andCommittee Members thank you for the opportunity to
address this committee in support of the retire/rehire bills before you

today.

¥ name is John Davis and | am the Pr gsrdent of the Alaska Assocratron
for School AdmrnrstTatrs (AASA) am the Sup errntendent o the
Berin Strart c 0q| Dr?]trrct Amon m duties, 1 m resPonsr le for th e
(tjrrrrtn to staff to fill the vacancres hat open each year in our school
IStric

Hie retired/rehired law past several years ago has worked well for our
drstrrct and ma 1y other drstrrcts as repored to me y fellow

Superintendents. The loss of this provision would adverse Sy a ffect our
abrIrty to attract and marntarn senior staff in teaching, administration and
a varlety of s Japort positions in our school district” Lam urging you to
reauthoriz" this measure.

1have made] an effort to Irsten to the crrtrcrems of this bill. For m ny
ajstricts, it as done exactly as the origina authors intended.
slowed the exodus of the current qeneratro %term {ng oyees
Districts have saved time on training, students have benefited from
experienced teachers, and districts have 9aved money.

The most significant criticsm | ha- e heard is that it will increase cost to
the retiremént systems. Based qn the February 2005 Mercer report
roduced for the Legrslature this is minimally accurate and should not
greventt e rreaut orrzatron of this effort. The Mercer RePort states the
ost to TRS or each retired person is approxrmatey % or $100 ayear
ase on the report, the cost to the PERS stem s approxrma Iy
a I ber ve the benefit we grarn b% eeprng auc seaso‘t
educato s nd emp oyees makes this a'tolerable cost dnd beneficial to
Districts and the State’of Alaska.

wever | want to offer asrflutron | ho[pe has already been placed on the
table. Our District would st(! £artrc\ﬁ e o\f required Cover t eexce c?st
to each system. n other words, we Would support the cost of a $1000
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each educator \x rehire and $290 for each sugport staff we rehire. We
mas){ share this with retired 'rehired employees or ask them to cover the

This Wowsmn nas not Been used ex enswelg and the erospects of it pejn
used | remaln imited. However, 1t1s a rto ano eralstrate% V. bein
used ZSC ool districts to Increase Rroductlv reduce costs and mos
ng [t ntly, Prowde our students and rogra s with ver talented and

nowledgeable people, eare not req Ired to hire everyone and no one

under th|s provision attains a henefit egond what we agree. Thereis no
tenure and no guarantee to ajob year after year.

Senators this js a good deal for everyone and | urge your continued
gport Thank ou for you allowing me to testify 1 Wwould be happy to
answer any questions.
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FISCAL NOTE

STATE OK ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note ifcorrection): n:)

Title An act relating to reemployment of retired
teachers and publicemployees

Sponsor Sen. Gary Stevens

Requester Senate HES

Expenditure? 'Revenues

PY2006
0.0

OPERATING EXPENDITURES
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING

ICAPITAL EXPENDITURES i | |

CHANGE IN REVENUES ( ) | J

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Progiam Receipts

1037 GF/Mental Health

Other (Specify Type-Do noi abbreviate)
TOTAL

0.0

Estimate of any current year (FY2005) cost: 0.0

FY 2007

0.0

0.0

0.0

Fiscal Note Humber: J

Bill Version WOA-KB-3-4-Q5

( Publish Date

Dept. Affected: Statewide
RDU Statewide
Component Statewide

Cc nponont No

(Thousands of Dollars)

FY 2008 FY 2009 FY 2010 FY 2011
00 0.0 0.0 00
0.0 0.0 0.0 0.0
| | |
(Thousands of Dollars)
0.0 0.0 0.0 0.0

Check this box (X) iffunding for this bill is included inthe Governor®s FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS;  (Aftach a separata paqo if necessary)

This bill will extend the Retiree Return to Work Program (HB 242 2001) for teachers and public employees
scheduled to sunset on July 1, 2005. SB 24 would extend this program to continue until to July 1, 2009.

For the Public Employees' Retirement System, the actuarial consultant has computed this legislation to have
no effect on employer contribution rates until the number of members electing the waiver reaches 500. Foi
the Teacher's Retirement System, our actuarial consultant has computed this legislation to increase TRS
employer contribution rate with only 100 participants. A detailed analysis is attached.

There is language contained in this hill that addresses the costs for extending this program by adding a

percentage amount to the employers’ past service rate.

Prepared by:  Melanie Millhorn, Director

Phone 465-4408

Division Retirement and Benefits

Date/Time 3/7/058 52 AM
Date 3/7/2005

Mike Tibbies, Deputy Commissioner
Department of Administration

Approved by:
Agency

(Reie IZAADAVB
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB024-DQA-R8-3-4-05
2005 LEGISLATIVE SESSION
ANALYSIS CONTINUATION
Examples of impact on PERS and TRS employsrs are as follows:
Number
Number of of 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 neghble 211 0.02% 124

500 0.01% 0.10%

1,000 0.02% 0.20%

Salaries (in . rae Annual cost
PERS 000's) increase %  (In000's)
State of Alaska o 71324295 001% 132
Juneau Borough and School District 50,947.0 001% 51
Anchorage Municipality and School District 194.930.9 0.01% 195
University of Alaska o 113096.2 0.01% 113
Fa;'hanks Borough and School District 44,6104 001% 45
North Slope Borough and School District 58,321 6 0.01% 58
Mat-Su Borough and School District 21,5786 0.01% 28
All other PERS employers 238,2563 001% 238
Total S 14601705

(Example of impact of 01% increase )

TRS

All School Districts TRS salaries 525,6140 00% 1051
State of Alaska TRS salaries 7,0159 002%
Total . 106.5
(Example of impact of 02% increase:)
Total Annual Cost to PERS and TRS 2525

AS 24 08.036 FISCAL NOTES ON BILLS AFFECTING STATE RETIREMENT SYSTCMS. 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 bill on the actuarial
soundness cf the funds. The annual cost is as indicated above.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number

2005 LEGISLATIVE SESSION Bill Version SB024-DOA-RB-3-4-05
(O Publish Date 3/1/2005

Revision Date/Time (Note itcorrection) n) De[)} Affected  statewide
Title An act relating to reemployment of retired RD Statewide
teachers and publicemployees Component Statewide

Sponsor Sen Gary Stevens
Requester Senate HES Component No

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 03 00 00 00 0.0 00
Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE INREVENUES 1 ) 1
FUNC SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF ,

1005 GF/Program Receipts

1037 GF/Mental Health ,
Othei (Specify Type -Do nat abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 00
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;  (Attach a separafe papo it necessary) ,
This bill will extend the E{etwee Return to Work Program (HB 242 2001) for teachers and public employees

scheduled to sunset on July 1. 2005 SB 24 would extend this program to continue untjl to July 1, 2009

For the Public Employees' Retirement System, the actuarial consultant has computed this legislation to have
no effect on employer contribution rates until the number of members electing the waiver reaches 500 For
the Teacher's Retirement System, our actuarial consultant has computed this legislation to increase TRS
employer contribution rate with only 100 participants A detailed analysis is attached

Prepared by  Melanie Millhorn. Director Phone 465-4408

Division Retirement and Benefits Date/Time 3///05 12:57 FM
approved by  Mike Tibbies. Deputy Commissioner Date 3/7/2005
Agency Department of Administration

(Rard YA04 OV Page 1of2



FISCAL NOTE

STATE OF ALASKA BILL NO. SB024-DOA-RB-3-4-05
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION
Examples of impact on PERS and TRS employers are as follows

TRS

Number of . PERS . M mbers
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 02% 124
500 001% 0 10%

1.000 0 02% 020%

Note The fiscal ament noted below reBrese_nts the ni-mber of retirees Presently enrolled for the penod of 2001
to November 30. 2004 Should the membership levels increase the fiscal cost would increase based on the table shown

ahove
Salaries (in ~rate Annual cost
PERS 000°9) increase %  (in 000's)

State of Alaska . 732,429 5 0 00% 000
Juneau Borough and School Distnct 50.947 0 0 00% 000
Anchorage Municipality and School District 194.930 9 0 00% 000
University of Alaska o 113 096 2 0 00% 000
Fairbanks Borough and School District 44.610 4 0 00% 000
North Slope Borough and School District 58,321 6 0 00% 000
Mat-Su Borough and School Distnct 27578 6 0 00% 000
All other PERS employers 238.256 3 0 00% 000

otal . . . S 14601705 000
Reflects membership of 211 which results in a negligible cost.

~TRS _
All School Distncts TRS salaries 525.614 0 002% 10512
State of Alas a TRS salaries 7,0159 0 02% 140
Total . . . . . 106 53

Reflects membership of 124 which results ina .02% increase in e- »loyer rates.
Total Annual Cost to PERS and TRS 106.63

AS 24.08.036 FISCAL NOTES ON BILLS AFFECTING STATE RETIREMENT SYSTEMS, requires an additional analysis

of the long term and snort term cosi™ to the state if a bill is adopted, as well as the impact of the bill on the actuarial
soundness of the funds. The annual cost is as indicated above
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ALASKA LEGISLATURE REPORT
RESULTS OF THE RETIREE RETURN PROGRAM
ENACTED BY HB 242/SB 149 IN 2001 ON
THE PUBLIC EMPLOYEES’ AND TEACHERS’ RETIREMENT SYSTEMS

HB 242 Background

In 2001 the Twentv-First Legislature enacted |1B 242, which, among other things, amended
the statutes to allow certain Public Employees’ (PF.RS) and Teacher:” Retirement System
(TRS) members who retired with a normal retirement to return to work, continue to receive
normal retirement benefits, and waive participation in the retirement systems.10nce
participation was waived, no contributions were required from the employer or the
employee, This legislation is scheduled to sunset on July 1, 2005. Prior to the passage of
this legislation members who retired and then recmploycd in a PERS or TRS participating
position would have their reurement benefit stopped during the period of reemployment.
The member would accrue an additional pension benefit for the second period of

employment.

HB 242 was introduced April 17,2001 in House State Affairs Committee. In his
introduction to the hill, Roger Wortman, Staff to Representative Pete Kott, Alaska otate
legislature, noted that baby boomers were about to retire cn masse in the years 2008-2009.
fhis would leave a big void in the state work force. Some of those shortages would be
critical, such as in education and law enforcement. He explained that HB 242 provided a
“carrot” to retain employees after they arc eligible to renre.

Other testimony at the hearing indicated: o
m HB 242 was a component of a workforce development initiative that the state and a

number of other employers undertook i.i an effort to address workforce shortages
already being experienced.

«  Employers would have the opportunity to offer less salary to returning retirees.

m The ability to rehire experienced teachers would be a tremendous asset to every school

district.
« Alaska has needed to recruit 12,(100to 13,000 new teacher; each year but at the largest

job fair that year there were fewer than 300 applicants.
Testimony at the 1louse Finance Committee on April 23, 2001 added the following;

m Concern was expressed on the affect on entry-level workforce. New graduating teachers
could lose in the choice between experienced rctiicd teachers.

m A 3-year sunset (later amended to 5 years) was proposed to allow assessment of any
unintended consequences of the program.

m Alaska is onI%/ producing 20-30 percent of the teachers needed to fill its teaching
positions. This is not sufficient to meet 'he need.

m Department of Fish and Game had lost 25 biologists in their commercial fish division
within 6 months to jobs with the federal government. The retiree return program would
allow them to keep some of these employees.

m The Municipality of Anchorage testified to a “brain drain” asemployees leave the
municipality’ and 25% of their police officers were eligible foi retirement. Retention of

these employees was important to them.

1AS 14.25.040; AS 14.25.043; AS 39.35.120AS 39.35.150
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SB 149 Background

A similar bill affecting the Teachers’ Retirement System (TRS) was SB 149. Testimony was
taken on this hill at a Senate Health, Education and Social Services Committee meeting on
ril 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 the reemployment of retired teachers on the retirement programs. A copv of HB

242 and SB 149 is included with this report,

Reporting

This report comprises a summary of the waiver activity since the Retiree Return program
became effective on July 1, 2001 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 p-ogram, 56% of all TRS employers have
participated and 187 waivers were filed with the Division of Retirement and Benefits. As of
November 30, 2004, there arc 124 individuals who remain employed under the waiver
provisions. The largest number of retirees rchired within 30-90 days of their termination
and retirement (42%). The second largest number of returned retirees were those who had
been retired for 24 or more months (38%). The largest number of positions rchired was
general teachers with the second highest being Special Education teachers.

Analysis by Mercer Human Resource Consulting, the TRS actuaries, indicate the following
impact on the TRS as a result of the 124 returned retirees and the potential effect if more

retirees were to return:

Number of Members Electing the Waiver Increase in Average TRS Employer
Contnbuuon Rate

100 Members 02%
500 Members .10%
1,000 Members 20%

Total TRS salaries as of the last valuation on June 30, 2003 was $532,630,000.00. The
liability to the TRS fund would be:

TRS Salaries Contnbuuon Rate Increase  Liability to the TRS Fund
5532,630,000.00 02% $106,526.00
$532,630,000.00 10% $532,630.00
$532,630,000.00 20% S1,065,260.00

A 'ditional information rega_rd_ing the employers that have particifpat_ed in the program and
how they have participated is included in the statistical section of this report.
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PERS Results

Dunng the period of the retiree return pro?_ram, 26% of PERS employers have participated
in the 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 of retirees rehired within 30-90 days of their 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 rehired was Engineers

Analysis by 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

100 Members negligible
500 Members .01%
1,000 Members 02%

Total PERS salaries as of the last valuation on June 30, 2003 were Sl,460,783,000.00. The
liability to the PERS fund would be:

PERS Salaries Contribution Rate Increase  Inability to the PERS Fund
51,460,783,000.00 negligible S-

51,460,733,000.00 .01% 5146,078.30
51,460,783,000.00 02% 5292,156.60

Additional information regarding the PERS employers that have participated in the program
and detailed information regarding the type of positions rehired is included in the statistical

section of this report.

Cost Savings

The main cost savings experienced by employers using HB 242 reside in the payment of
employer contributions. When a qualified retiree rehirc ~ 1waives participation in the
PERS or TRS, no employer contributions are ﬁ)aid toeit rthe PERS or the TRS. In some
Cases, municiﬁalities have negotiated with emp oglee unions not to provide health insurance
benefits to rehired retirees since they are covered under the AJaskaCare Retiree Health Plan.

This results in further .tvings to employers.
HB 242 did not contain a requirement for employers to report cost savings realized from

hiring positions at lower salary level. The State of Alas'-i Division of Personnel, however,
prepared a report that contained some limited information that can be included here.

Page 3



As of August 17, 2004, the Dh ision of Personnel reﬁorted 123 active State of Alaska
employees working under the  aiver program. Of these, 78 returned to work in a position
at a salary lower than the salar thegy earned J)rior to their retirement. 22 retirees returned to
aposition at the same salary ;nd 23 returned to a position at a higher salary. Of the 23 that
returned to a position at a hie her salary range, all but 2 had been reared between 1and 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. 1 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.

Page 4



MERCER

Human Resource Consulting One Union Square
600 University Street, Suite 3200
Seattle, WA 98101-3137
206 808 8800 Fax 206 382 0627
W mercerHR axn

RECEIVED
September 2,2004 SEP 07 200#

' ' Div. of Rat. & Benefits
Ms. Melanie Millhom _
Director of Retirement and Benefits
State ofAlaska
Department of Administration
Division of Retirement and Benefits
P.0.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 Ie?|slat|on enacted in July of 2001 allows PERS
and TRS retirees who retired under the normal retirement provisions to retum to covered
employment. Such retirees can sign an rrevocable 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 S¥stem. 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;

Numbar of Incraaaa InAvarago  Incraaaa In Avaraga
Mombors Electing PERS Employer TRS Employar
tho Waiver Contribution Rato Contribution Rato
100 negligible 0.02%
500 0.01% 0.10%
1,000 0.02% 0.20%

A member who elects the waiver eams no additional benefits from the Retirement System.
Therefore, such amember 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 Fast service liability. This loort|on is referred to asthe “past servicerate * Whena
member elects the waiver, the payroll base that canb  used to amortize the unfunded liability is
reduced. A higher ﬁast service rate must be applied to the remaining payroll to arrive at the same
payment towards the unfunded liability.

Mirth & McLennan Companies
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MERCER RECEIVED

Hurman Resource Consulting SEPO7M
Dlv. of Ret. & Benefits
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September 2,2004
Ms. Melanie Millhorn
State o f Alaska

The waivers have a greater impact on employer rates for TRS than PERS. This is because (1) the
total foayroll for PERS is higher so the loss ot one member's contribution to the unfunded has a
smaller impact and (2) the current past service rate for TPS is almost twice ashigh as PERS. Our
analysis is extremely dependent on the current funded Ftatus ¢ fthe Systems. For example, if the
Systtlams We{e 100 percent funded and remained so, th : waiver would have virtually no impact on
employer rates.

We based our analysis on actuarial valuation information asof 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 eaming of current active PERS and TRS members of ages 55 to 59.

We hope you fmd this information helpful. Please call i you have any questions.

Sincerely,

Robert M. Reynolds, ASA, MAAA
RMR/CMB/kmp
Copy: Chris Byrnes

o tmm MMOLio* mMAx
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NOTIFICATION SENT TO EMPLOYERS REGARDING
SEPTEMBER 14,2004 AG OPINION

November 3, 2004

amrms» «fnmi" <In»«jrsr», «title»
«ltrregion»

«addrcss»

«City», «St» «zip»

PERS / TRS: «crs_codc»
Re: HB 242 Rehired Retiree - Employment Waiver

Dear «mrms» «n>:

In 2001 the Alaska Legislature enacted HB 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 Atti mcy 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 1,2005, and the statutes that require rc-employcd retirees
and their employers to contribute to the applicable retirement system arc 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 rc-cmployment waiver
provision to continue to hoth work and receive normal retirement benefits after 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 retirement systems. Furthermore, retirement benefits would be stopped for those retirees who

continue working after the sunset date of this legislation.
We are providing notice to all employers by this letter and enclosed copy of the opinion. A

separate letter is being sent to 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 at www.state.ak.usdrh.
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«mrms» «fnmi» «In» «jrsr» -2 - November 3, 2004

under Headlines. Notice will also be provided in the next edition of the PERS and TRS member
newsletters. 1fyou 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-lcsl

Enclosure
G7mailoulvhb242/november2004'pCTs 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 Attorney General, Department of Law
Toby Steinbcrger, 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

«FirstName»; «M1» «LastName»
«attn»

«addrcss»

«City», «state» «zip»

Rc: HB 242 Rehircd Retiree - Employment Waiver

Dear «FirstNamc» «MI» «LastName»:

In 2001 the Alaska Legislature enacted HB 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
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.

“he State of Alaska Attorney General’s (AG) Office has issued a written opinion dated
September 14, 2004. regarding *ie treatment of employees enrolled under this waiver after
June 30. 2005 The Attorney Gem |I’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 as of July 1, 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 July 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 re-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 who have re-employed under
the HB 242 waiver provisions and theii employers will be required to contribute once again to
the retirement systems. Furthermore, retirement benefits will be stopped for those retirees wht

continue working after the sunset date of this legislation.

Our records indicate that you have filed a waiver under the HB 242 provisions and have returned
to wlork with a participating employer. The Division wanted to make you aware of this AG
opinion, which can be referenced at www.state.ak.us/drb. under Headlines. A separate letter and
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«FirstName>> «MI» «LastName» -2 November 3,2004

copy ofthe opinion is being sent to all affected employers. 1f you have further questions
regarding HB 242 or your retirement benefits, please contact Kathy Lea, Retirement Managei at

465-4460 in Juneau or 1-8°0-821-2251 if you are outside of Juneau.

Sincerely,

Commissioner

RM/MM/ksl
0:/mailouli/ ht'242/november2004/paTticipanl.doc

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

Mike Tibbies, Deputy Commissioner, Department of Administration
Melanie Millhon*. 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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RETIREE RETURN UNDER HB 242/SB 149

Public Employees’ Retirement System

Number of 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 $ 1,460,783,000.00 $
500 0.01% $ 146078300000 $ 14607830
1.000 0.02% $ 1460,783,000.00 $ 292,156.60

Teachers' Retirement System

Number of Increase In Average  Total TRS Salaries  Liability to the

Members Electing ~ TRS Employer as of June 30, 2003 TRS Fund
the Waiver Contribution Rate

100 0.02% $ 53263000000 $ 106,526.00
500 0.10% S 3263000000 $ 532,630.00
1.000 0.20% S 532,630,00000 $ 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 retiree rehire program 34
Percentage of total PERS employers participating inthe retiree rehire program 21%
Total number of PERS waivers received 297
Total number of waivers received by vear.

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 w'thin 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

PERS Analysis
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Number of Months Between
Termination and Rehire-PERS

28% 26% m ] month
m2-3 months
[14-6 months
[17-12 months

A m13-24 months
20% mOver 24 months
PERS Rehired Retirees by Year

m2001
m2002
12003
12004

PERS Analysis
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Top Ten Job Classes Rehired Under PERS (HB 242)

PERS Analysis

~ JobClass
biologist (various)
Engineer (various)
Directors, (various)
Peace Officers
Admin Clerk
Managers, Various
Analyst Programmer
Admin Asst.
Attorney

Program or Project Coo'd.

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

Nurses

Admin. Managers
Accountants

Chief of Police

City Administration

Manager, Natural Resource

Page 14
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On File
16
16
10
10
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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 o

Be_rm? Straits School District

Bristol Bay Boroufgh

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 Wnsilla

City of Whittier

Cook Inlet Housing Authority

Fairbanks North Star Borough

Haines Borough

|ditarod Area School District

Interior Region Housing Authority

Juneau School District

Kenai Peninsula Borough School District
Ketchikan Gateway Borough School District
Ketchikan Gateway Borough

Mat-Su Bprough
Mumugallty of Anchorage
North Slope Borough

Nome School Distrct

Northwest Arctic School District
Southeast Regional Resources Center
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Sitka Community Hospital 0
State of Alaska 169 123
University of Alaska 1 5

Totals ~ 291 211
PERS Analysis
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PERS Rehired Retiree Job Class by Employer

Employer Position

Political Subdivision AA Assistant
Accountant
Acctounting Tech
Accounts Payable Clerk
Administrative Assistant
Adult Educator
Appraisal Analyst
Addiction Recovery / ide
Army Instructor
Assistant Attorney
Assistant. Librarian
Business Manager
Chief Admin Officer
Chief of Police .
Chief Regulatory Engineer
City Administrator
City Clerk
Civil Engineer
Community Jail Officer
Construction Inspector
Controller
Customer Service Representative
CST/ORT (Medical)
Detective
Diet Aide
Dispatcher
Economic Developer/Planner
Electrical Projects Superintendent
Engineer Associate
Engineering Technician
Engineer
Equipment Operator
Evidence Technician
Finance Director
Financial Manager
Fire Captain
Fire Chief
Food Prep./Bldg. & Groundskeeper
Foreign Language Teacher
General Foreman
Grants Accountant
Harbor Officer
Heavy Equipment Operator
Indian Education
Inst. Systems Technician
Labor Manager
Maintenance

PERS Analysis
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PERS Analysis

Employer
Political Subdivision

State of Alaska

Position

Maintenance Asst
Museum Curator
Nuclear Medicine Tech
Nurse Practitioner
Operat'ons Supervisor/Firefighter

Per +3 Coordinator

Perso.. el 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 Work? Director

Public Works Manager

Radiology Technician

Reference Librarian

Registered Nurse

Resident Building Manager

Sanitarian

Secondary Teacher

Secretary

Service Coordinator

Shop Foreman

Site Specialist

Spanish teacher _

Special Admininstrative Assistant

Special Assistant

Special Education Aide

Senior Admin Officer

Senior Library Asst.

Senior Public Health Nurse

STP Equipment Operator
Teacher's Aide

Truck Driver

Village Coordinator
Water/Sewer Forman
World Language Teacher

Academic Counselor

Accountant

Accounting Clerk

Administrative Assistant
Administrative Assistant to Director

Page 17



Employer Position

SI'te 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 Labs
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
H&SS 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 Manager
Natural Resource Specialist
Nurse (various types)

PERS Analys.s
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Employer Position
StateofNasrpg d Oiler

Operations Manager
Ploneer 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 Project 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
Third Mate
Transportation Planner
Utility Financial Analyst
Vessel Scheduling Coordinator
Warehouse Manager
Wildlife Biologist

PERS Analysis
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PERS Rehired Retiree Job Class Summary

Job (lass

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
Army Instructor

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

Attorney (varying levels)
Bailiff .

Biologist (various)
Biometrician (varying
levels) _
Building Plans Examiner
Business Mgr.

Captain

Cert. Nurses Aide 1

Chief Environ. Health Labs
Chief of Police

City Administration

City Clerk

Commissioner
Community Dev. Spec
Community Jail 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
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Jon (ass

Detective

Diet Aide

Directors, various
Dispatcher

Economic Developer/Planner
Electrical Projects
Superintendent

Eligibility Technician
Engineer (Varrlng types|
Environmental Services
Environmental Specialist
Equipment Operator
Evidence Technician
Facilities Mgr.

Financial Manager

Fire Captain

Fire Chief

Fish & Wi'dlife 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.
Lieutenant

Local Gov't Spec
Maintenance

Major _

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

Qiler

Operations Mgr.
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\Naivers
Job Jass Received
Personnel Coordinator T
Physician, Staff i
Pioneer’s Home Admin T
Plant Manager I
Police Clerk 2
Police Detective r
Police Lieutenant 4
Police Officer 4

Port Mgr Of Finance &

Adi linistration 1
Probation Officer
Procurement Spec
Prjgram Coordinator "~
Frogramnier Analyst
Project Coordinator .
Public Safety Technician 1
Radiology" Tech T

Recorder 2
Recruiter T
Reference Librarian

Regional Supervisor 1

Research Analyst
Research Tech

PERS Analysis

Job Jass

Scientist, Fisheries
Second Mate
Secretary
SecurityGuard
Service Coordinator
Shop Foreman

Site Specialist
Social Worker

Special Asst.

State Trooper

STP Operator
Supenntendent. Corrections
Supervisor

Survey Lead

Tracher, World Language
teacher's Aide
technician, Retiremeni
transportation P'anner
truck Driver

Utility Financial Ar.alysi
Vessel Scheduling
Coordinator

Village Coordinator
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Analysis of Retiree Rehire Program-TRS (HB 242/SB 149)

Summary

The following information summarizes the 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 inthe retiree rehire orogram 32
Percentage of total TRS employers participating inthe retiree rehireprogram 56%
Total number of TRS waivers received 187
Total number of waivers received hy school year:

July 1,2001 to June 30,2002 21

July 1, 2002 to June 30,2003 6P

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 hetween 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

TRS Amlysis
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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
Aleutian Region
Anchorage

Be_rin? Straits

Bristol Bay

Copper River

Craig

Delta Greely

Denali Borough
Dillingham

Hoonah

Hydaburg

|ditarod

Juneau City and Borough
Kashunimiut
Ketchikan Gateway Borough
Klawock

Kuspuck

Lake and Peninsula
Lower Kuskokwim
Lower Yukon

Mat-Su

Nenana City Schools
North Slope Borough
Northwest Arctic Bo'ough
Pribilof

Sitka

St. Mary's
Southwest Region
Tanana

Wrangell

Yukon Flats

Yukon -Koyukuk
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Number of Months Between
Termination and Rehire-TRS

11%
m 1 month
m2 months
39%
9259 03 months
[(14-12 months
f50/ H 12-24 months
0
5o mover 24 months
0 5%

TRS Rehired Retirees by School Year

20% L1%
02002
m2003
6% 12004
12005
33%

TRS Analysis
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TRS Analysis

Retiree Job Class Detall

Joh (Jass

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

Principal

Principal/Teacher
Psychologist

REA Bldg. Spec.

School Nurse

School Psychologist
School-to-Work Proj. Coordinator
Site Administrator

Site Development Supervisor
Special Ed. Supervisor
Special Ed. Teacher

Speech Therapist

Staff Development Spec.
Superintendent

Teacher, general

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.
Teacher, Title 1

Teacher, Vocational Education
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Memorandum State o fAlaska

Department of Law

TO: Melanie Millhom DATE September 14, 2004

Director _
Division of Retirement & Benefits our file: 661-05-0035

From:  Toby N. Steinberger TELEPHONENO:  269-5178
Assistant Attorney General
Labor & State Affairs Section SUBJECT: Reemployed 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 credits. However, the reemployment
amendments allowed eligible reemployed retirees to continue to receive their retirement
benefits while employed.1 The bill specifically included provisions that repo.l 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 contributions 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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Il.  BACKGROUND

A.  Legislative history

Before "uly 1, 2001, with limited e ceptions, the PERS and TRS statutes required
employees of PFRS 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 200! "™"islative 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

Prior to HB 242. AS 14.25.043(a) piovided:

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 39.35.150(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 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.
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retirement; @ member who participated in an earlier retircme~* incentive program or took
early retirement would not be eligible to take advant | 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(h).

With respect to 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 reemoloyment
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 members first raised the suggestion of a sunset
provision for the reemployment amendments at a hearing on April 23, 2001.3 The

A similar sunset prevision was proposed for TRS reemployment provisions
included in SB 149, at an April 20, 2001, Senate Health, Education and Social Services'
committee hearing. The minutes indicate that Division Director Guy Bell testified that he
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 get
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 to 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, m meting read in pertinent part:

Representative Whitaker asked if thought had been given on the
affect [sic] on the entry-level workforce. He roted 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-year 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. Elgee 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.

Vice-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 1was 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. He explained this change was made based
upon projections showing the effectiveness of the program in five

years. (Emphasis added.)

During 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 other provisions of the bill.4

The Department of Law’s review of HB 242 for the governor explained the sunset
provision as follows:

Both the TRS and the PERS provisions allowing retired rehires to
continue to collect their retirement benefits have sunset dates. The
relevant provisions are repealed as of July 1, 2005. Presumably the
legislature included this repealer so that it can examine, after four

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 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
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 (REAA) has made a declaration of a
shortage, or an anticipated shortage of qualified teachers in
particulai 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 reemployed
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 PERS and TRS employers in the

fall 0f 2001 describes the waiver option:

“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 effective July 1, 2001, 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 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 Newshreak 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 “[t]he law is effective
July 1, 2001, and ends June 30, 2005” and that “the election is irrevocable for the period

of reemployment or July 1ofthe 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 reemployed retirees to continue to
receive retirement benefits after the reemployment provisions are repealed on

July 1.2005.

1. DISCUSSION

A.  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 reemploved retirees
once the amendments were repealed.

In our opinion, the repeal of the reemployment provisions and reinstatement of the
pre-HB 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 retr nent 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 the legislature included
provisions to sunset the reemployment provisions in order to review the changes and
assess their efficacy and consequences. If experience with the changes over time
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 reemployed retirees with grandfather rights to
both be employed and continue to receive retirement benefits after June 30, 2005, if it
had intended to do so. An obvious example of this would be a simple clause exempting
retirees who were reemployed 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 pjogram.

SB 149 is discussed at fn. 3. SB 149 did not address reemployment of PERS
members, but contained the basically the same 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
reemployed 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 the Alaska
Constitution, article XII, section 7 to continue reemployment under the amendments after
June 30, 2005. We do not believe such a; ugument would prevail. To the extent the
reemployment amendments provide any member with contractual rights under Alaska
Constitution, article XII, section 7, the sunset provision constitutes part of the contract,
extinguishing any right that a retired member may have h*d 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.

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. The referendum was filed before the legislation took effect, but the
vote on the referendum occurred after the effective date of the legislation/ The state
argued that the filing of the referendum constituted an implicit condition subsequent in
the contract between the state and the participants of EPORS, therefore justifying
extinguishing a duty undci the contract. 625 P.2d at 848. Therefore, the state argued that
public officers serving during the time that EPORS was in effect had no right to
retirement bei.efits 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 retirement systems are ‘vested.’”

Q . .
The referendum to repeal EPORS was filed in September 1975. The law became
effective January 1, 1976. In August 1976, the entire act was repealed in a referendum

electian.
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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 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 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
implication.” We note firs: that in Alaska the referendum operates
as a repeal, ... and that for that reason, appellant's argument seems
to run directly counter to the provisions of AS 01.10.100(a). Under
that statute, “(t)he repeal.. of any law does 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 implicit in the contract under
consideration would undermine article XII, Section 7. We believe
that ifthe possibility ofrepeal ofa law couldfunction as an implicit
condition subsequent to a contract formed under that law, the
protection ofcontract rights afforded by article XI1, section 7, would

be seriously eroded.

625 P.2d at 848.

The court also found that AS 01.10.100, regarding the effect of repealing a statute,
did not extinguish the vested rights of the elected public officials to their benefits. As
discussed infra, HB 242 does not provide the reemployed retirees with vested rights.
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The repeal of the reemployment amendments contained in HB 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. HB 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 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 accniing or
accrued under that law, unless the repealing or amending act so
provides expressly. The law shall be treated as remaining in force
for the purpose of sustaining any proper action or prosecution for the
enforcement of the 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 I, section 7, of the Alaska Constitution. Alaska Pub. Util.
Comm'n. v. Chugach Elec. Ass'n, 580 P.2d 687 (Alaska 1978), overruled on other
grounds by City & Borough ofJuneau 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 reemploved 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 to apply

to them after June 30, 2005.

Hammond v. Hoffbeck, 627 P.2d 1052 (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 not diminish
benefits. Moreover, after June 30, 2005, reemployed retirees can still receive their
pension benefits if they leave employment with a PERS or TRS employer or they can
resume membership in PERS and TRS and begin accruing additional rights and benefits.

D. 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. Allen, 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 n pealed. Therefore, under the
Hoffbeck decision, the public officials had a vested retiiemem 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, reemployed
retirees can no longer receive retirement benefits while emp.oyed by a PERS or TRS
employer. Ifthey continue employment with a PERS or TRS employer, they must begin
making contributions. We understa id that some reemployed retirees have contacted
DR&B inquiring whether they can continue to receive retirement benefits and remain
employed with @ PERS/TERS employer after June 30, 2005. We recommend that the
DR&B provide written notification to ail reemployed retirees that, absent legislative
action, they no longer will continue to receive retirement benefits from PERS or TRS
after June 30, 2005 ii 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.

I'NS/VBR/kmh/rca
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HOUSE CS FOR CS FOR SS FOR SENATE BILL NO. 149(FIN)
N THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered: 5/4/01
Referred: Rules

Sponsor(s): SENATORS LEMAN, Davis
REPRESENTATIVES Wilson, Stevens, Dyson, James, Green, Crawford

A BILL
FOR AN ACT ENTITLED
"An Act relating to reemployment of retired teachers, to eligibility' lor major medical

insurance coverage for beneficiaries of the teachers' retirement system, and to teacher

certificates; and providing for an effective date."

BE IT ENACTED BY THE LEG"' LATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.20.010 is amended to read:
Sec. 14.20.010. 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 except that a person who has made application to the
department for a teacher certificate, including a preliminary teacher Cci tificate
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 of the state until
the department has taken action on the application, but in no case may employment
without a certificate last longer than three months.

*Sec. 2. AS 14.20 is amended by adding new sections to read:

$BOI49e 1- HCS CSSSSB 149(FIN)
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Sec. 14.20.015. Recognition of certificates of out-of-state teachers, (a) The
department shall issue a preliminary teacher certificate to an out-ol-statc teacher who
meets the requirements of this section. To be eligible for apreliminary teacher
certificate, a person shall
(1) have 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 foundby the departmentto be suitable  for

employment as a teacher under AS 14.20.020(0;
(4) have paid the fee required by the department u* ‘r

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 does 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 aica.

(e) Employment under a preliminary teacher certificate shall be considered in
determining whether a teachei qu; lifics for tenure under AS 14.20.150. However, a
teacher may not be granted tenure unless the teacher holds a teacher certificate issued

under AS 14.20.020.
(0 A preliminary teacher certificate and any endorsements issued under this

HCS CSSSSB 149(FIN) -2- SB0149e
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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.

Sec. 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 to 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) have 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 for 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 seeking certification under AS 14.20.020.

(c) A teacher holding a revocable teacher certificate under this section who
previously passed the competency examination designated by the board under
AS 14.20.020(i) is not required to retake the examination before being eligible for a
regular certificate under AS 14.20.020. A teacher holding a revocable teacher
certificate who did not previously take or pass the competency examination shall take
and pass the examination within one year after the date the revocable teacher
certificate wras issued. If the teacher does not pass the examination, the department
shall immediately revoke the revocable teacher certificate

(d) A teacher holding a revocable teacher certificate under this section may
not receive a teacher certificate issued under AS 14.20.020 until the teacher submits
fingerprints to the department to be used for a criminal history background check and

the teacher has been found by the department to be suitable for employment as a

teacher under AS 14.20.020(0-

3 HCS CSSSSB 149(FIN)
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(e) The revocable teacher certificate issued under this section must contain the
same endorsements a.' those on the teacher’s expired teacher certificate.

(0 Employment on the basis of a revocable teacher certificate issued under
this section shall be considered in determining whether a teacher qualifies for tenure
under AS 14.20.150.

(g) A revocable teacher certificate and any endorsements issued under this
section arc valid for one year and ma* not be renewed under this section. The
department may not issue a provisional certificate or a temporary certificate to a
teacher who has held a teacher certificate issued under this section.

* Sec. 3. AS 14.20 is amended by adding a new section to read:
Sec.14.20.135. Employment of retired teachers because of shortages, (a)

A school district or regional educational attendance area that has or anticipates having
a shortage orteachers 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 di -ipline or specialty in accordance with this section. The
policy must describe the circumstances that constitute the shortage. 1f a shortage of
teachers exists as described in the policy, the district or attendance area shall notify the
administrator of the teachers’ retirement sjatcm (AS 14.25) that it is hiring retired
teachers under this section.

(b) A teacher who retired under AS 14.25.110(a) and is subsequently
rcemploved 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(h).

(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. 4. AS 14.25.040(a) is amended to read:
(a) Unless a teacher or member has elected to participate in the optional

HCS CSSSSB 149(FIN) 4 $B0149e
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university retirement program under AS 14.40.661 - 14.40.799 or has Tiled an
election under AS 14.25.043(b). a teacher or member contracting for service with a
participating employer is subject to this chapter.

1
2
3
4 * Sec. 5. AS 14.25.040(a) isamended to read:

5 (a) Unless a teacher or member has elected to participate in the optional
6

7

8

9

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.

* Sec. 6. AS 14.25.043 isamended to read:

10 Sec. 14.25.043. Reemployment of retired members, {a) Ifaretired member
11 again becomes an active member, benefit payments may not be made during the
12 period of reemployment unless the teacher makes an election under (b) of this
13 section. The retirement benefit must be suspended for the entire school year if the
14 teacher is rccmploycd as an active teacher for a period equivalent to a year of service.
15 During the period of reemployment, the member is subject to AS 14.25.050 and
16 deductions from the member's salary will be made inaccordance with AS 14.2".050.
17 (b) A school district or regional educational attendance area that has
18 adopted a policy that permits the employment of retired teachers in accordance
19 with AS 14.20.135 shall notify the administrator that it is hiring retired teachers
20 under AS 14.20.135. A teacher who retired under AS 14.25.110(a) and
21 subsequently becomes an active member under a policy adopted in accordance
22 with AS 14.20.135 may, within 30 days of the date of reemployment, elect to
23 continue receiving benefit payments during the period of reemployment by filing
24 a waiver of coverage with the administrator on a form provided bv the
25 administrator. An election under this subsection waives coverage for the period
26 of reemployment and is irrevocable during the period of reemployment.
27 Deductions from the member's salary may not be made under AS 14.25.050
28 during the period of reemployment, and the member may not receive credited
29 service for the period of reemployment. A member who participated in a
30 retirement incentive program under ch. 26, SLA 1986. ch. 89, SLA 1989, ch. 65,
31 SLA 1996, ch. 4, FSSLA 1996, or ch. 92, SLA 1997, is not eligible to make an
SB0149 -5 HCSCSfASB 149(FIN)
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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 hase 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 actuariaily 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
reemploycd 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 that the member hasheen 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
actuariaily 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 [UNI ESS 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 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.

* Sec. 8. 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

6- SB0149e
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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] >ears of age or older, or a person who has
at least 25 years of membership service is not required to make premium payments.

*Sec. 9. AS 14.20.135 and AS 14.25.043(b) arc repealed July 1,2005.
* Sec. 10. The uncodified law of the State of Alaska isamended by addmg 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.

* Sec. 11. The uncodified law of the State of Alaska is amended by adding a new section to
read:

REGULATIONS FOR RETIRED TEACHERS. Notwithstanding sec. 14 of this Act,
the Maska Teachers' Retirement Board may immediately proceed to adopt regulations
necessary to implement changes made oy secs. 4, 6, and 8 of this Act. The regulations take
effect under AS 14.25.022, but not before July 1. 2001.

*Sec. 12.  Section 11 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 13. Sections 5, 7, and 9 of this Act take effect July 1,2005.
* Sec. 14, Except as provided in secs. 12 and 13 of this Act, this Acttakes effect July 1,

2001.

7- HCS CSSSSB 149(FIN)
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SENATE CS FOR CS FOR HOUSE BILL NO. 242(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY 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
"An 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.”
BEIT 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 shortage:-, (a)
A school district or regional educational attendance area that has 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 of
teachers exists as described in the policy, the district or attendance area shall notify the

administrator of the teachers' retirement system (AS 14.25) that it is hiring retired

HB0242C 1- SCS CSHB 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
untk.t 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(b). a teacher or member contracting for service with a
participating employer is subject to this chapter.

* Sec. 3. AS 14.25.040(a) isamended to read:
(@) Unless a teacher or member has elected to participate in the optional

university retirement program under AS 14.40.661 - 14.40.799 [OR HAS FILED AN
ELECTION UNDER AS 14.25.043(b)!, a teacher or member contracting for service
with a participating employer is subject to this chapter.

*Sec. 4. AS 14.25.043 is amended to read:
Sec. 14.25.043. Reemployment of retired members, (aj Ifa retired member

again becomes an active member, benefit payments may not be made during the
period of reemployment unless the teacher makes an election under (b) of this
section. The retirement benefit must be suspended for the entire school year if the
teacher is rccmployed 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
deductionsfrom the member's salary will be made in accordance with AS 14.25.050.
(b) A school district or regional educational attendancearea that has

adopted a policy that permits the employment of retired teachers in accordance

SCS CSHB 242(FIN) 2- HB0242C
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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 dass of the date of reemployment, elect to
continue receiving benefit payments during the period of reemployment by filing
a waiver of coveraee 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.
Deductions from the member’s salary may 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 reemployment. 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) Upon subsequent retirement, the retired member is entitled to receive an

additional benefit based on the credited sendee 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 actuariaily 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
recmployed 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 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

actuariaily adjusted to be paid over the expected lifetime of the member.

* Sec. 5. AS 14.25.043(a) is amended to read:
(a) If a retired member again becomes an active member, benefit payments

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

3- SCS CSHB 242(FIN)
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MAKES AN ELECTION UNDER (b) OF THIS SECTION], 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, [THE MEMBER IS SUBJECT TO AS 14.25.050 AND] deductions
from the member's sJary will be made in accordance with AS 14.25.050.
* Sec. 6. AS 14.25.168(d) is amended to reau:
(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

YOUNGEP 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 has
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} elected official®

(2)employee making an election under AS 39 35.150(b); and

(3) [FOR AN] employee of the university win 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 (b) of this section. During the period of re-employment, deductions from the

HB0242C
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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 rc-employment in accordance with AS 39.35.370.

(b) A member who :etired under AS 39.35.370(a) and subsequently
becomes an active member may, within 30 days of the date of r* mployment,
elect to continue receiving benefit payments during the period of reemployment
bv filing an election 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 during 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 (b) of this section is
subject to AS 39.35.120 and 39.35.160.

m If 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 the
amount of the reduction imposed by 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
reemploycd 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 nomial retirement and the
early retirement benefit or benefit under the level income option that the member has
been receiving based on the member's initial period of imployment multiplied by the
total number of months that the member did not receive retirement benefits because of
reemployment and that amount actuariaily adjusted to be paid over the expected

lifetime of the member. In the case ofa member who selected benefits under the level

-5- SCS CSHB 242(FIN)
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income option, the total number of months may not include any mcnth in which the

member was 65 years of age or older.
*Sec. 9. AS 39.35.150(a) isamended to read:

(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 (b) OF THIS SECTION]. 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 me period of re-employment in a<cordancc with
AS 39.35.370.

*Sec. 10. AS 39.35.535(c) isrepealed and icenacted to read:

(c) A benefit recipient may elect major medical insurance coverage in
accordance with regulations and under the following conditions:

(1) a person, oth- than a disabled member or a disabled member who
is appointed to normal retirement must pay an amount equal to the full monthly group
premium for retiree major medical insurance coverage if the person is

(A) younger than 60 years of age and has less than
(i) 25 years of credited service as a peace officer under
AS39.35.360 and 39.35.370; or
(if) 30 years of credited service under AS 39.35.360 and
39.35.370 that is not service as a peace officer; or
(B) ofany age and has less than 10 years of credited service;
(2) a person is not required to make premium payments for retiree
major medical coverage if the person
(A) is a disabled member;
(B) is a disabled member who is appointed to normal
retirement;
(C) is 60 years of age or older and has at least 10 vears of
credited service; or
(D) has at least

SCS CSHB 242(FIN) & HB02 <2C
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(i) 25 years of credited service as a peace orficer under
AS 39.35.360 and 39 35.370; or
(i) 30 years of credited service under AS 39.35.360 and
39.35.370 not as a peace officer.
* Sec. 11. AS 3P 35.675(b) isamended to read:

(b) The amount of a cost-of-living differentia’ may not be included in the
employee's compensation for purposes of calculating benefit'; paid under this chapter
unless the employee has received a cost-of-Ir ing differential [IN A COMPARABLE
AMOUNT OR OF AT LEAST THAT MANY STEPS] for at least 50 percent of the
employee's credited service.

* Sec. 12, AS 14.20.135: AS 14.25.043(b); AS 39.35.120(b)(2), 39.3.'150(h). and

39.35.150(c) are repealed July 1, 2005.
* Sec. 13. The uncodificd law of the State of Alaska is amended by .dding 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.

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

TRANSITION: REGULATIONS, (a) Notwithstanding sec. 17 of this Act, the
Alaska Teachers' Retirement Board may immed ately proceed to adopt regulations necessary

to implement changes made by secs. 2, 4, and 6 of this Act. The n nations take effect under

AS 14.25.022, ut not before July 1,2001.

(b) Notwithstanding sec. 17 of this Act. the Public Employees' Retirement Board may

immediately proceed to adopt regulations necess™y to implement changes made by secs. 7, 8.
10, and 11 of this Act. The regulations take effect under AS 39.35.042, but not bcfoie July 1,
2001.

* Sec. 15. Sections 3, 5, 9, and 12 of this Act take effect July 1. 2005.

* Sec. 16. Section 14 of this A"t takes effect immediately under AS 01.10.070(c).

* Sec. 17. Except as provided in secs. 15 and 16 of this Act. this Act takes effect July 1,

2001.

HB0242C T SCS CSHB 242(FIN)
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Frank H. Murkowski

Governor Juneall,> sz' (E 110001
governor*gov state ak us ﬁ;
State of Alaska V\W\I EE

Office of the Governor
Juneau

ADMINISTRATIVE ORDER NO. 225
FINDINGS

l. Frank H. Murkowski. Governor of the Slate 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 em dovees’and teachers’i -tirement
s\ ems to waive active coverage under the letireinent systems and continue to

receive state retirement benefits while working.

2. The purpose ol 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 ove.r a period of time working in a professional

field.

3. Consistent application of the retiree lehire program of HB 242 is
especially important for recruitment for positions in the classified service 10
ensure that the principles of collective bargaining are 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

sen itMiict niftnnor that does not-undermine the state s workforce or
create morale problems among less experienced stall who are preparing for
promotional oppo.funities created by retirement of their coworkers.

4, The retiree rehire provisions of HB 222 sunset on July 1. 2005,
and legislation extending the use of this valuahble management tool and
addressing participation by current rehired etirees is unlikely to pass and be
enacted into law unless the retiree rehire program is properly managed to meet

the Legislature's original intent.



ORDER

Under the authority ofart. Ill, secs. 1and 24, of the Alaska Constitution.
. Frank H. Murkowski, Governor of the State of Alaska, order the following
regarding appointment of rehired retirees to positions in the classified sendee of
the executive branch of state government:

L. 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 al 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, oi 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 of personnel's approval

under (2)(C) of 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 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 stateservice;

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 futuie needs of the state

agency.

DEFINITION

In this Order, "state agency” means a department, off;ce, 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 sendee of
the executive branch of state government on or alter the effective date of this

Order.

This Order takes effect immediately.

DATED atJuneau, Alaska, this fr day of March, 2005.
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March 14,2005

Dear Senator Dysoi) and members of the Senate Health, Education and Social Service*
committee.

['m writing in opposition of SB24, the retire and rehire bill. This is a bad piece of
legislation for the people of this great state and state employees.

« Significantly reduces upward mobility of employees

By allowing employees, typically those in higher on the ladder, to retire from theirjobs
and be rehired 30 days later, stops all upward mobility ofjunior employees. As a result,
junior employees are forced to look for work in the private sector or federal government.
To maintain good services for the people of this state, we need to continue to train,
promote and retain junior employees, not force them from their jobs. They arc the future.

« This law has a negative effect on the PERS system.

Under the current retire and rehire law, rehired employees are double dipping and not
contributing to PERS. That is, most receive their retirement check and a paycheck.
Neither the employee nor the employer contribute to PERS. As wc all know, PERS is in
trouble. Every working employee must contribute to PERS. We cannot afford the luxury
of having thousands of employees not contributing to PERS. 1fSB24 becomes law, itis a
very likely that the ranks of “retire and rehire employees” will swell, putting further
downward pressure on an already crippled PERS system. Wc¢ cannot afford to stand by

and allow this to happen.

« Cronyism at it’s worst.

Ifyou 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, ifyou are not a favored son or
daughter there is no guarantee that you will be hired back into the job you just vacated.
Everyone knows when someone will be hired back into theirjob and therefore
subordinates and others refuse to apply for the position knowing full well they will not be
hired.

 Widespread abused of the current law.

Instead of applying the retire and rchire law to just 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 back. There is absolutely
no way to safeguard against this. There are just too many ways around it.



HAR-14-2005 HN 09:11 AH Kodiak 110 FAX N0 9074885284

* Double-dipping is very bad PR

|’ve bad the puM'c stop me at the grocery store to ask how state emr**yees are permitted
to retire and be h red back into the position they just vacated. They vere very upset and
called the employees “doublo-dippcrs™ among other terms.

summary . . . . I
Insummary, I’r.i encouraging you to vote against this legislation. In case you are

wondering; yc , I’'m in a position to retire and be rehircd, so if passed, this bill could
potentially b® cfit me. However, I’m opposed to 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.

JfeffBarnhart
11276 Belis Flat Road
Kodiak, \K 99615



CITY OF KENAI

"0 IC a p fa | A hska "

210 FIDALGO AVE., SUITE 200 KENAI. ALASKA 99611-7794
TELEPHONE 907-26" 7535
FAX 907-283-3014

January 6, 2005

Governor Frank Murkowski
State of Alaska

PO. Box 110001

Juneau. AK 99811-0001

RE;  CITY OF KENAI RESOLUTION NO. 2005 02 - SUPPORTING LEGIS ATION 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 hill was enacted; the provisions of the bill, through information provided in
writing by the Division of Retirement and Benefits, was used as a hasis for negotiating
agreements by the City- of Kenal. its employees, as well as other public employees throughout
the state; these negofiations were done in good faith; and. the stated terms and conditions

snould be honored.

The City- of Kenai supports legislation to continue the Rehired Retiree Employment Vaiver
Program enacted by HB242 in 2001 for those 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 this office.

CITY OF KENAI

Carol L. Freas
Citv Clerk

Clf

Enclosure ,
cc.  24th Alaska State Legislature



Suggested by: Administration

Citv of Kenai
RESOLUTION NO. 2005-02

A RESOLUTION OF THE COUNCIL OF THE CITY OF KENAI. ALASKA SUPPORTING
LEGTSLATION TO CONTINUE THE REHIRED RETIREE - EMPLOYMENT WAIVER
PROVISION OF hB242 FOR THOSE MEMBERS CURRENTLY ENROLLED UNDER THIS

PROVISION.

WHEREAS, m 2001 the State Le%islature enacted HB242 which provided that retired
PERS members "-ruld be rehired bv PERS employers and conunue to receive normal

retirement beneiiu>; and,

WHEREAS, the July 1. 2005 sunset provision in the bill was interpreted by the Alaska
Division of Retirement and Benefits to be the finai date to be reemployed under this

program; and.

WHEREAS, the Division of Retirement ana Benefits further stated m writing tnat ‘any
member who is participating in the program and continues employment after Juiv 1
2005 will be allowed to continue participaung :n the plan"; and.

WHEREAS, the City and its eligible members reiied upon the information provided by
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 KEN Al
ALASKA, that:

Section 1 The Cnv Council of the City of Kenai supports legislation that will continue
me Rehired Retiree - Employment Waiver program enacted bv HB2-12 m 2001. :or those
members currentlv enrolled .n that program.

Section 22 That such legislation will be acted on early in the 2005 session

Section 3: That this rei ution be sent to Governor Murkowski and all members of the
Alas! a State Legislature.

PASSED BY THE COUNCIL OF THE CITY OF KENAI. ALASKA, this fifth day of January.
2005

PAT PORTER. MAYOR
ATTEST:

Carol L. Freas, City Clerk

Approved by Finance:
1%/21/200&) hi



Keith Kornelis

Prom: Peter Fisher (Pele_fisher@admin.siate ak us)
icnt: Tuesday. July 01. 2003 11 01 AM

To: Keith Kornelis

Subject; Re PERS retirement and back to work

Good Morning:
HB 242 which was recently passed by the legislature allows a member who took normal

retirement and has been terminated for 30 days to go back to work with a PERS employer and
waive their right to any further PEPS accrual under the PERS. By doing this the member
would be allowed to continue co rece ve their monthly benefits as well

from the employer.

as their salary

By waiving their PERS the member would not accrue any additional service under the PERS,
increasing their monthly benefits, ana would not be making any

so they would not be
If the member wishes to do this they must sign the waiver

contributions to the PERS.
within 30 days c* reemployment.

All members participating in the program on

This program is slated to end in July 2005.
be allowed to enroll after

the sunset date will be allowed to continue, but no one will
chat date.

If a member 1i_ participating in this program and is provided health insurance by their
employer that insurance will be primary to the retiree iInsurance. I do not know if the
City of Kenai"s employee medical plan gives you the right to opt out of that coverage.

You will need to discuss this issue with the City.

Security Administration (SSA and the City concerning

vour question vregarding social security taxes. Thequestion about if you will have to
ontnbute to social security will rest on the typeof agreementthe City has with SSA and
the rules which apply to that agreement. I have no information 1 can provide to you or.

this subject.

You will need co talk to the Social

Pete

Keith Kornelis wrote:

> Pete,

>

> The PERS system allows City of Kenai employees to retire under the normal PEPS

retirement system, when eligible, and then go back to work for the City of Kenai outside

of the PERS system. Where can | find information on this?

>

> A Municipality of Anchorage employee told me he did this in Anchorage. He said that he

thought that the city and himself would be required to pay Social Security when he started
Security

to wcrk for Anchorage outside of PERS but his Tfirst paycheck did not have Social
taken out. When he asked why, the City of Ancho-age said when he is on retirement income
from PERS he can not pay into Social Security. He said he contacted PERS and they said

that 1is correct. Is this true?
>
> Evidently the City is not paying PERS, nor Social Security, nor medical

tne employee would be on PERS insurance).

insurance (since

> Would you please let me know the details on this.
>
> Thank you,

Keith Kornelis, Public Works Manager
907-283-8232 City Safety Coordmato:
Fax 283-3014 Harbormaster



Robin Feltman

From: Peter Fishe_r%pete fisher%@admin.state.ak us]
Sent: Friday, April 30. 2004 10:38 AM
To: Robin Feltman .
Subject: Re: PERS Waiver Option
Hi Robin: ,
in PERS during the period of

“he waiver Tform and elect not to participate

If they sign
later and say they want to

reemployment they could r.ot change their mind a month
participate in PERS.

This program is scheduled co runset as of 7/1/2005. 1If they term.nate their employment,
after signing the waiver, and then come back to work after July 1, 2005 they would be
entered in PERS again and their benefit would be

“stopped during the period of reemployment. Any member who is_participating in the program
and continues employment after J/1/2005 will be allowed to continue participating "in the

plan. However. no~one will be allowed to**
erect to sign up for the plan after 7/1/05 unless the legislature votes to continue the
program. ~ n

in the plan or not, it should be offered to any

An employer does net elect to participate
who returns to active employment with a

retiree, who too* a normal retirement benefit,
PERS employer. The employer can, of course,
elect not to hire the retiree, but the idea
retain a qualified employee and save dollars because the employer would contribute

the retiiement system.

is to help the employer attract a qualified or
less to

Pete

Robin Feltman wrota:

We have been having some discussions on the PERS Waiver Oprlon-Reemployed

> Pete-
irrevocaole for the period of

Retiree. On the form it says that the waiver Iis
reemployment. What does that mean?

= During their reemployment with the City of Kenai?
>

> If they retire, sign the waiver option,
at a later date (after June 30, 2005), will they be
and their retirement benefit will be stopped?

work for a while then quit agMir. and come back
in PERS with the City of Kenai again

>
> What if they quit and go to wor* for the Kenai Borough who isn®"t offering this option?
>

Thanks Robin 907-283-0229

> If this iIs too confusing, please give me a call.


mailto:pete_fisher@admin.state.ak

March 7,2005

Attention Gary Steven* & Committee

Re: SB24
Dear Mr. Stevens & Com mittee:

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

| 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 *he “retirement-rehire, 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

retirement-rehire package.

| had to cash-in ALL of n.> $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
retirement program has gone to the State of Alaska PERS system .

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

NEVER, would I, or anyone else on their right mind, of considered entering this
PERS-retiremcnt-rehirc system foronly 12 months of PERS benefits.

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

12 months.

Sincerely

City of Kenai
Dept,of Public Works
W ater-Sewer Foreman



CITY OF KENAI

0 IC aptalo fA & £ a .

210 FIDALGO AVE. SUITE 200 KENAI, ALASKA 99611-7794
TELEPHONE 907-283-7535
FAX 907-283-3014 i xt

January 6, 2005

Governor Frank Murkowski
State of Alaska

PO. Box 110001

Juneau. AK 998110001

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 bill was enacted; the provisions of the bill, through information provided in
writing by the Division of Retirement and Benefits, was used as a hasis for negotiating
agreements by 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.

The City ol Kenai supports legislation to continue the Rehired Retiree Employment Waiver
Program enacted by HB242 in 2001 for those currently enrolled in the program and also
supports such legislation to be acted upon early in 'he 2005 session.

If you have any questions, please contact this office.

CITY OF KENAI

Carol L. Freas
Citv Clerk

Clf

Enclosure .
cc.  24™ Alaska State Legislature



Suggested by Administration

Citv of Kenali
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 Le%islature enacted HB242 which prow'ed that retired
PERS members rould be rehired by PERS employers anu conunue to receive normal

retirement benetits: and.

WHEREAS, the July 1. 2005 sunset provision in the bill was interpreted by the Alaska
Division of Retirement and Benefits to be the final date to be reemploved under this
program; and.

WHEREAS, the Division of Retirement and Benefits further stated in writing that *anv

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 Citv and its eligible members relied upon the information provided bv
the Division of Retirement and Benefits; and.

WHEREAS, agreemerrs 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 KENAL.
ALASKA, that:

Section 1 The Citv Council of the Citv- of Kenai supports legislation tnat will continue
the Reh'red Retiree - Employment Waiver program enacted bv HB242 in 2001. for those

members currently enrolled in that program
Section 2. That such legislation will be acted on early in tne 2005 session.

Section 3: That this resolution be sent to Governor Murkowski and ail members of the
Alaska State Legislature.

PASSED BY THE COUNCIL OF THE CITY OF KENAI. ALASKA, this fifth day of January.
2005

PAT PORTER. MAYOR
ATTEST

Carol L. Freas. City Clerk

Approved by Finance:
(1p20/21/200¥1) hi



December 14. 2004

Ray Matiashowski. Commissioner
State of Alaska. Dept of Administration
PO Box 110203

Juneau. AK 998! 1-0203

Subject HB 242 Rebired Retiree - PERS Employment Waiver

Dear Commissioner Matiashowski.

The PERS employment waiver option allows a retiree to reemploy with a PERS
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 i’ie six employees
working for the City of Kenai that are participating in the program

The State of Alaska, Division of Retirement and Benefits assured the City of Kenai and
its employees in writing that “Any member who 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 inthe PERS waiver program right up to the same date they
would be required to rejoin the PERS on July 1, 2005 Ifthe 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 a.id 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

« 1he City of Kenai has b ofthe 308 statewide employees participating in this
PERS waiver program Two are Department Heads, three are Foreman, i me
is a Fire Captain A timely 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



+ 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 ifemployees 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 hased 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

« Ifparticipating employees who elected the PERS waiver option were discontinued
on July 1, 2005. the results  would be confusing. The second time an employee
retires do they get to make all new benefit decisionsO When the employee goes
off PERS medical insurance and back on the employers insurance will new
deductibles start9 Does the time in the waiver program count as time before the
cost of living increase goes into affect9

« On May 5. 2004 the City of Kenai 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

Scott Walden, Fire Chief
1-007-283-8232 1-907-283-7666

Mike Wichman. Shop Foreman Walt Williamson, Fire Captain
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Testimony against SB 24. March 14. 20C.
Robert McllaUio, P.O Box 71130 Fairbanks 9.0707, constituent of 9-Li Fairbanks (Holm.

Wilkcen)

HI11242 rchiring has set up a system ripe for abuse. In the following statement keep in
mind that most of the rchircs arc brought back into their old jobs because ofsomeone's
determination that the; simply couldn’t be replaced. And after returning to hold down
thoir old fiosition, they don’t pay another cent to help support PERS/TRS

Example* of Abuse:

Out :ght abuse: Eight Fairbanks police officers were involved in ajust-failed law suit
against City of Fairbanks Fairbanks police rchircs were collecting job paychecks plus
retirement paychecks plus “ Her retirement benefits plus additional City payment into
social security or equivalent system Hut they were suing to make the City pay an
additional $4.0()/hr. to fund yet ano”er 'Mditiona)) retirement plan tor when they re-
retired. The police can try again in a higher court Ramifications if the police employees
eventually prevail... would set precedent for all oilier PFRS/TRS rchires to sue toward a

second retirement

Subtle abuse: Has to do with DOA not knowing the law and not setting rehiring rules
DOA expresses concerns about law suits from rchires (ai/oul 350 strong and growing)
who claim the right to simultaneously collect a job paycheck plus a retirement paycheck
plus other retirement benefits from government coffers FOREVER. This DOA “concern”
covers for the fact that all the hiring agencies were darn well responsible for knowing and
divulging to the rchires that 11B242 double dipping sunsets ?n 20°5 «i.e., no
grandfathering. DOA has no business attempting to prevent the HB242 sunset hosed on
the premise that nobody could properly interpret the law. Well, DOA didn’t know the
law! DOA didn’t even bother to get m Attorney General’s opinion on the meaning of the
2005 sunset until about November of 2004. DOA now knows they created a monster and
now they are worried that the monster is hungry!

Finally:

Doct the Stale really do itselfa favor by postponing Itna' letircmenl by courting a cadre
of o'ricr. super-experienced employees? Consider that each year of the rchiro’s re-

emp ymenl means one year less experience that could ha'/e been gained by a
replacement. And even the most avid rchire is finally gone in a few years. If the rehire
stays long enough, other senior employees who could hr.ve effectively leplaecd the rchire
may he driven off by lack ofadvancement so that the continuum ofcxpcfencc is lost
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Testimony against SB 24, March 14, 2005
Robert Mcltoilio, P.O. Box 71130Fairbanks 90707, constituent of 9-E Fairbanks (Holm, Wilkcn)

QmshlELi>rkinfftreaw,i 0 * 2001 HH 242:

L

2.

Retain teachers who could not be easily replaced bush teachers -Indispensability was a principal
concept.

Originally intended only for TRS. but PF.RS wax added as d political concession to minimize opposition.

('npsufcr rshirini! realities:

L

2.

7.

Ix>Ismore PURS than TR .

Tho concept of who is indisj nsablc has become blurred. Who determines this need? Favoritism? Few
rules for almost 4 vnrs.

Idea is catching on --many people nearing retirement have learned to expect to double dip at the same
job High level employees often used to stay for a few extra years past retirement eligibility hut are now
lured into earliest possible retirement/rehiiemeni when a total income package of job pay, retirement
pay, insurance plus additional SBS is dangled in front of them Easily 5150,000 » from government

coffers to one person

Discourages preparation for retirement No mentoring Lots of ethiccl hiring questions exist when a
person in a high position is, at the same lime, preparing to retire and also preparing to reapply for their
old job. Same is trno for low level job ifyou arc an administrator’s favorite employee.

Realizing 1111 242s impending sunset in 2005, the rehires (nearly 350 strong and growing) arc
threatening legal action to ensure collection of retirement checks plus job checks for life. Admiivstration
uses his legal threat as one of their main points for continuing program, No government agency should

appear willing to guarantee such a high-incomc jobs-for-lifc program.

Rchircs reinstalled into PERS/TRS positions no longer pay into the retirement systems to help “feed the
kilty.” Less advantaged coworkcrs might want to adopt the slogzn: "Don’t stay if you don’t pay!”

System breeds abuse. Example: City of Fairbanks rchircs suing for additional retirement.

CnnsiiliT how some sc @/ls handle rchires:

L

Rehircs arc taken back for a year at a time then “pink slipped” at the end of each school year so that the
search for a new teacher could continue between leaching years.

What To IM

L

2,

Ifno replace isent can bo found then allow rchiring as a temporary employee.

Keep actively recruiting for a replacement.

In all organizations with a Staft'hierarchy, discourage indispensability by encouraging/demanding
mentoring
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THE OFFICE OF THE GOV

Frank H. Murkowski STATE UF ALASKA March 08,2005
GOVERNOR OFFICE OF THE GOVERNOR
Juneau

ADMINISTRATIVE ORDER NO 225
FINDINGS

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

1. Provisions ofch. 57, SLA 2001, commonly known as the retiree rehirc provisions
of HB 242, permit certain retirees who return to work in positic ns normally covered by the
public employees' and teachers' retirement systeu.o to waive active coverage under the
retirement systems and continue to receive state retirement benefits while working.

2. The purpose of the retiree rchire 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.

3. 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 are 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 @ manner that does not undermine tire 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
rehired 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.

ORDER

Under the authority of art. 111 secs. 1and 24, of the Alaska Constitution, L Frank H.
Murkowski, Governor of the State of Alaska, order the following regarding appointmert of
rehired retirees to positions in the classified service of the executive branch of state
government:

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

http://gov.state.ak.us/admin-orders/225.html 3/14/2005
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A. anapplicant 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. ifthe selected applicant would be appointed using the retiree rchire
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 MB
242:

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

B.  the hi.ing authority must demonstrate why no other applicant will have
the Knowledge, skiPs, or ability to perform the duties of the positions after the full
probationar) 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 of personnel’s approval under (2)(C) of
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 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. adevelopment plan for accomplishing the transfer of knowledge.
4. Step placement for the salary ofan appointee under the retiree rehire program of

HB 242 shall be determined by the hiring authority in accordance with applicable statutes,
personnel rules, coliective 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 di ision of
personnel, to address the future needs of the slate agency.

http://gov.state.ak.us/admin-orde..'n 25.htm] 3/14/2005
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DEFINITION

In this Order, "state agency" means a department, office, or other organizational unitof
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 O’der 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 Jrder takes effect immediately.

DATED at Juneau. Alaska, this 8th day of March, 2005.

[s/Frank H. Murkowski
Governor

\W'VW.GOV.STATE. AK.US
Administrative Ordei« 201-present | ContactJfiej&pvernpr | Webmaster | Slate of Alaska

http:/lgov.state.ak.us/admin-orders/225.html 3/14/2005
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March 14, 2005
SB 24

Dear Honorable Senators:

My name is Karen Dorcas and I have worked for the University of
Alaska Anchorage, Kenai Peninsula College, for 26 years since December,
1979, and have been an Alaska resident for over 34 yea

Less than a year ago (last May) Ichose to take the PERS waiver
option offered by the State under HB242. Based on all information given to
me which included the fact that Iwould be able to continue that option fora
few years AND told that even if Iwere to go part-time with the same
employer be able to continue with that option, Imade three life-changing
decisions. lclarified the above information with PERS officials hefore
signing the papers because Iwanted to make sure of the changes lwas
making. Those decisions were: (1) Iretired; (2) lapplied and interviewed
forthe position that Iwas totally qualified for and took reduced leave
accrual since Iwas basically starting over again as a “new" employee; and,
(3) Ipurchased a condominium In preparation forthe time Iwould be able

to discontinue working.

Truthfully, Iwould not have made these changes for less than one
year IF I'had been told that the whole program would discontinue on June
30, 2005. Itwas my beliefthat the option was available to apply for through

that date.

In many ways this was and remains a “wlin-wiIn” situation for me as a
single person preparing for my future and for the University in savings to
hire additional much needed part-time help in the immediate office area.

Isupportcontinuing the program at minimum for those Individuals
who were misinformed.

Thank you for your time in listenin | input.

Karen R. Dorcas

Assistant to the Dlrector/AAEO
University of Alaska Anchorage/KPC
907-262-0317

Inkrd@ uaa.alaska.edu
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Draft amendments to SB 24

Add a new section 2 to the hill:

* Sec. 2. AS 39.35 is amended by adding a new section to article 7 to read:

Sec. 39.35.655. Employment of certain retired members because of
shortages, (a) The governing bouy of a political subdivision or public
organization that has or anticipates having a shortage of employees qualified for
particularjob classes may. by resolution, adopt a policy that permits the
employment of members who retired under AS 39.35.370(a), have been separated
from employment with an employer for at least 30 days, and are qualified for the
particular job classes, in accordance with this section. A policy adopted by a
political subdivision or public organization under this section must describe the
circumstances that constitute the shortage. If a shortage of qualified employees
exists as described in the policy, the political subdivision or public organization
shall provide a copy of the policy to the administrator, and notify the administrator
that it is hiring retired members under AS 39.35.150(b).

(b) The administrator will accept an election to continue to receive
retirement benefits and waive coverage of the retirement system from an employee
hired by a political subdivision or public organization under AS 39.35.150(b) only
upon receipt from the governing body, or person with hiring authority for the
political subdivision or public organization, of certification that the appointment to

the position resulted from a competitive hiring process.

Draft 3/16/05



Renumber remaining bill sections accordingly.
Add a new section to the bill:

* Sec. X. AS 39.35.655 is repealed.
Renumber remaining bill sections accordingly,.

Change current section 8 of bill (which will be renumbered) to include section X

(repeal of AS 39.35.655 takes effect 7/1/09).

Draft 3/10/05



Testimony against SB 24, March 14. 2005
Robert McHattie. P O Box 71130 Fairbanks 09707. constituent ot 9-E Fairbanks (Holm

Wilken)

HB242 rehiring has set up a system ripe for abuse In the following statement keep in

mind that most of the rehires are brought back into their old jobs because of someone's
determination that they simply couldn't be replaced And after returning to hold down

their old position, they don’t pay another cent to help support PERS/TRS

Examples of Abuse:

Outright abuse: Eight Fairbanks police officers were involved in a just-failed law suit
against City of Fairbanks Fairbanks police rehires were collecting job paychecks plus
retirement paychecks plus other retirement benefits plus additional City payment into
social security or equivalent system But they were suing to make the City pay an
additional $4 00/hr to fund yet another (additional) retirement plan for when they re-
retired The police can try again in a higher court Ramifications if the police employees
eventually prevail — would set precedent for ill other PERS/TRS .ohires to sue toward a

second retirement

Subtle abuse: Has to do with DOA not knowing the la-- and not setting rehiring rules
DOA expresses concerns about law suits from rehires (about 350 strong and growing)
who claim the right to simultaneously collect ajob paycheck plus a retirement paycheck
plus other retirement benefits from government coffers FOREVER This DOA “concern”
covers for the fact that all the hiiing agencies were dam well responsible for knowing and
divulging to the rehires that 11B242 double dipping sunsets in 2005 ie .no
grandfathering DOA has no business attempting to prevent the HB242 sunset based on
the premise that nobody could properly interpret the law Well, DOA didn't know the
law! DOA didn't even bother to get an Attorney General’s opinion on the meaning of the
2005 sunset until about November of 2004 DOA now knows thev created a monster and
now they are worried that the monster is hungryl

Finally:

Does the State really do itselfa favor by postponing final retirement by courting a cadre
of older, super-experienced employees9 Consider that each year of the rehire s re-
employment means one year less experience that could have been gained by a
replacement And even the most avid rehire is finally gone in a few years Ifthe rehirc
stays long enough, other senior employees who could have effectively replaced the rehire
may be driven off by lack of advancement so that the continuum ofexperience is lost



Testimony against SB 24. March 14. 2005
Robert Mcl tattie. PO Box 71170 Fairbanks 99707. constituent of 9-E Fairbanks (Holm. Wilken)

Consider original reason for 2001 HU 242:

1 Retain teachers who could not be easily replaced bush teachc.s indispeusability was a principal
concept

2 Originally intended only for TRS. but PERS was added as a political concession to minimize opposition

Consider rehirinu realities:

1 Lots more PERS than TRS

2 The concept of who is indispensable has become blurred Who determines this nccd'>Favoritism? Few
rules for almost 4 vears

3 ldea is catching on many people nearing retirement have learned to expect to double dip at the >amc
job High level employee: often used to stay for a few extra years past retirement eligibility but are now
lured into earliest possible retirement/rehirement when a total income package ofjob pay, retirement
pay. insurance plus additional SBS is dangled in front of them Easily $150.P90 + from government
cotters to one person

4 Discourages preparation for retirement No mentoring Lots of ethical hiring questions exist when a
person in a high position is, at the same time, preparing to retire and also preparing to reapply for the*
old job Same is true for low level job ifyou are an administrator's favorite employee

> Realizing Hfc 242s impending sunset n 2005, the rchires (nearly 350 strong and growing) are
threatening legal action to ensure collection of retirement checks plus job checks for life Administration

uses this legal threat as one of their main points for continuing program No government agency should
appear willing to guarantee such a high-income johs-for-lifc program

6 Rehires reinstalled into PERS/TRS positions no longer pay into the retirement systems to help "feed the
kitty " Less advantaged coworkers might want to adopt the slogan "Don’t stay if you don't pay?l'

7 System breeds abuse Example City of Fairbanks rehires suing for additional retirement

Consider how some schools handle rehires:

| Rehires are taken back for a year at a tinu then “pink slipped" at the end of each school year so that the
search for a new' teacher could continue between teaching vears

Hhot To Do?
1 Ifno replacement can be found then allow rehiring as a temporary employee
2 Keep actively recruiting for a replacement

3. Inall organizations with a staff hierarchy, discourage indispensability by encouraging/demanding
mentoring
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SUBJECT: CSSSSB 24<HES) (Work Order No. 24-LS02NW)

TO: Senator Fred Dyson

Attn: Jason Hooley

FROM: Barbara R. CravcT”
Legislative Counsell/?

Attached is the HES committee substitute as amended by the conceptual amendment you
provided. 1 would like to call your attention to the scope of the changes made in the
amendment. Please be aware that the amendment in this version only relates to shortages
for Alaska Public Employees’ Retirement System (PERS) employers who arc political
subdivisions or public corporations. The requirement of a prior finding of employee
shortages, a 30 day separation and a competitive hiring process will only apply to
members of political subdivisions or public corporations that participate in PERS.

The amendment, which is found in section 4 of the bill, was made by adding new
subsections to AS 39.35.150. The amendment follows the construction of AS 14.20.135
which provides for rehiring retired teachers when there are teacher shortages." Members

1 Sec. 14.20.135. Employment of retired teachers because of shortages.

(a) A school district or regional educational attendance area that has or anticipates
having a shortage of teachers qualified to teach in a particular discipline or specialty may.
bv resolution, adopt a policy that permits the employment of retired teachers who arc
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 of
teachers exists as described in the policy, the distnct or attendance area shall notify the
administrator of the teachers' retirement system (AS 14.25) that it is hiring retired
teachers under this section.

(b) A teacher who retired under AS 14.25.110(a) and is subsequently reemploycd
under this section mav, 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 19%; or ch.
92. SLA 1997, under this section.



Senator Fred Dyson
March 17. 2005
Page 2

who retired under AS 39.35.370(a) and who return to work for PERS employers, such as
the State of Alaska, may make the election under AS 39.35.150(b) without the member's
employer having to find a shortage in the member’s job class, and the member will not
have to have a separation of at least 30 days or be rehired only after a competitive hiring

process.

If you wish to require PERS employers who arc not political subdivisions or public
corporations to establish a shortage in a job class and other such requirements,
AS 39.35.150 will need further changes.

If I may be of further assistance, please advise.

BRC:med
05-189.med

Enclosure

(d) A retired teacher employed under this section is not eligible to acquire,
maintain, or reacquire tenure under AS 14.20.150



State of Alaska
Legislative Affairs Agency
Kenai LIO

145 Main St Lp Ste 217
Kenai, AK 99611

(907) 283-2030

Date: h J[E> mE f

Please accept the enclosed original(s) of written testimony for the

ITlal>)7» A [fS'S teleconference hearing that was

scheduled on .3 *Om 0 C"

A copy of this testimony was transmitted to your committee via fax on

3-/S-u\

Thank you,



March 14, 2005
SB 24

Dear Honorable Senators:

My name is Karen Dorcas and Ihave worked for the University of
Alaska Anchorage, Kenai Peninsula College, for 26 years since December,
1979, and have been an Alaska resident for over 34 years.

Less than a year ago (last May) Ichose to take the PERS waiver
option offered by the State under HB242. Based on all information given to
me which included the fact that lwould be able to continue that option for a
few years AND told that even if lwere to go part-time with the same
employer be able to continue with that option. Imade three life-changing
decisions. Iclarified the above information with PERS officials before
signing the papers because Iwanted to make sure of the changes Iwas
making. Those decisions were: (1) Iretired; (2) lapplied and interviewed
for the position that Iwas totally qualified for and took reduced leave
accrual since lwas basically starting over again as a “new”employee; and,
(3) Ipurchased a condominium in preparation for the time Iwould be able

to discontinue working.

Truthfully, Twould not have made these changes for less than one
year IF I'had been told that the whole program would discontinue on June
30, 2005. Itwas my beliefthat the option was available to apply for through

that date.

In many ways this was and remains a “win win" situation for me as a
single person preparing for my *uture and for the University in savings to
hire additional much needed part-time help in the immediate office area.

[support continuing the program at minimum for those individuals
who were misinformed.

Thank you for your time in listening to my personal input.

Karen R. Dorcas

Assistant to the Director/AAEO
University of Alaska Anchorage/KPC
907-262-0317

inkrd@ uaa.alaska.edu
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