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Center for State and Local 

Government Excellence

Promote excellence in local and state 

governments so they can attract and 

retain talented public servants.



National Association of State 

Retirement Administrators

To serve the members of the National 

Association of State Retirement 

Administrators in managing sustainable 

public employee retirement systems 

through research, education, and 

collaboration.



SLGE / NASRA Project on 

Public Employee Post-Retirement 

Employment 

• Review of related research in the field

• Collection of data on the post-retirement 

employment policies of large retirement 

systems across the United States

• Development of case studies on three 

pension systems that have taken varying 

approaches to re-employment

SLGE gratefully acknowledges the support from The Alfred P. Sloan Foundation

to undertake this research project.



About the Data

• Data is culled and analyzed from public 

retirement system websites, benefits guides, 

policy documents, and state statutes

• Each data point is a numeric or descriptive 

element pertaining to a specific feature of a 

system’s post-retirement employment policy



Break in Service

• Federal and state laws require a separation from 

employment for all retirees before returning to work - for 

an employer participating in the same retirement system 

from which they retired - while continuing to receive their 

retirement benefit.

– Break in service must be bona fide and there must be no 

agreement for future employment

– Break in service requirements vary in length, from one day to one 

year or longer

– Two-thirds of the systems analyzed require a break in service of 

six months or less

– Break in service requirements may differ within the same system 

depending on factors such as occupation, age at retirement, or 

other factors



Restrictions on Terms of Re-employment

• Most states impose restrictions on the amount of 

earnings, the level of work, or both, during 

retirees’ period of reemployment.

– Thirty-five systems impose earnings limitations, which 

can be expressed as a fixed-dollar limit, percentage of 

the retiree’s benefit or final salary at retirement, or tied 

to the salary for the position to which the retiree 

becomes reemployed. 

– Forty-two systems impose restrictions on the hours or 

days that a reemployed retiree may work in a given 

period. These restrictions can be expressed as a fixed 

number of hours or days, or a specified level of 

employment below full-time.



Penalties and Exemptions

• If restrictions on earnings, hours, or days worked 

are exceeded, benefits can be frozen and 

suspended, and in some cases, required to be 

repaid to the retirement system, until compliance 

with post-retirement employment rules is restored 

or the retiree elects to re-enroll as an active, 

contributing member of the system.

• Nearly every state exempts some occupations or 

employee groups from re-employment restrictions, 

or provides for exemptions – sometimes termed 

“critical shortage exemptions” – based on employer 

need. 



Contributions and Benefits

• Thirty-five systems require employers and 16 

systems require both employers and employees to 

make contributions during the period of re-

employment, to mitigate the potential for an 

adverse actuarial impact on the pension plan. 

• In some cases, these employee contributions are 

associated with the accrual of an additional benefit, 

which could be a second pension benefit, a defined 

contribution plan, or a refund of contributions with 

interest. 



Finding Balance

• A successful post-retirement employment 
program must balance multiple, sometimes 
competing human resources objectives, such as:

– Facilitating the ability of public employers to attract 
and retain the workers they need

– Enabling public employees to work after retirement

– Preserving the actuarial integrity of the pension plan 
and managing retirement benefit costs

• A key policy challenge surrounding post-
retirement employment is finding the right balance 
among these multiple objectives



Finding Balance

• For any retirement plan, a fundamental 

equation underlies its long-term ability to 

pay benefits:

C + I = B + E

• Contributions plus Investment earnings 

equals Benefits plus Expenses

• That is: the revenue a retirement plan 

receives must, over time, equal the cost of 

the benefits and expenses the plan pays. 



Finding Balance

• Complying with this mathematical reality  
requires actuarial balance

• Actuarial assumptions about future 
events—used to assess the cost of the 
plan—must be approximately correct 
over time

• Post-retirement employment can affect 
a pension plan’s actuarial experience 
and assumptions



Finding Balance

• A post-retirement employment policy that 
makes it too easy to retire and return to work 
can 

– negatively affect the actuarial condition of a 
pension plan, or raise the cost of the plan, and

– complicate employers’ ability to retain 
experienced workers

• A policy that is too stringent can 

– impair the ability of employers to attract workers 
needed to perform essential public services, and

– impede the ability of older workers to find gainful 
employment



Finding Balance

• This balance is affected by multiple factors, 

including shifting:

– workforce dynamics

– employer needs for labor, and

– economic conditions

• Multiple objectives interacting with shifting 

factors are why state post-retirement 

employment policies are frequently discussed 

and modified



Case Studies: Maryland

• 45 day break in service

• Earnings cap: Final pay minus annual 

pension payment

• Waiver available for some 

in-demand positions, or 

5 years after retirement

see: https://www.youtube.com/watch?v=Y1F-nNv_HzE



Case Studies: Maryland

• No second pension

• Option for those re-hired to contribute to 

a supplemental plan

• Each agency is required to report data 

to the Department of Legislative 

Services



Case Studies: Maryland

Results

• Reduced incentive for talented retirees 

to seek out-of-state opportunities

• 77 have exceeded earnings limits; 124 

qualified for exemptions

• Administrative costs are incurred, but 

not considered a burden on pension 

fund’s actuarial position



Case Studies: Nebraska Schools

• 180 day break in service

• Pension payments continue

• Both employers and employees 

contribute to a second retirement 

benefit

• No limits on hours or earnings



Case Studies: Nebraska Schools

Results

• Smaller/rural districts have additional 

options to fill vacancies

• Currently 300 people drawing a 

secondary retirement benefit (for which 

full contributions were collected)

• Some ambiguity around “intermittent” 

employment still to be clarified



Case Studies: Texas ERS

• 90 day break in service

• Pension benefits continue

• Employer contributes to pension fund at 

regular rate

• No limits on hours or earnings



Case Studies: Texas ERS

• No second pension

• Option for those re-hired to contribute to 

a supplemental plan (Texa$aver)



Case Studies: Texas ERS

Results

• Approximately 6,000 rehired retirees

• Costs are covered by employer 

contributions

• Policies are informed by Auditor’s Office 

workforce reviews and agency strategic 

staffing plans



Next Steps

➢Consider your goals.

➢Look at your competition.

➢Reconsider your system’s break in 

service requirement.

➢Evaluate any restrictions.

➢Establish a pilot program to evaluate 

certain changes. 
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http://publicplansdata.org/public-plans-database/download-full-data-set/
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