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FISCAL SUMMARY
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Fiscal Estimates
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)

$6,010,300
$13,811,400


Net Effect

$6,010,300
$13,811,400


_____________________________________________________________________________

MEASURE'S PURPOSE:  The purpose of HB 739/HCS is to allow local school districts to reemploy retired teachers and school administrators to teach in critical shortage area and make technical changes to existing statutory provisions of the Kentucky Teachers' Retirement System (KTRS).  A critical shortage area is defined as a lack of certified teachers in particular subject areas, in grade levels, or in geographic locations at the elementary and secondary level, as determined annually by the commissioner of education.  The technical changes include but are not limited to the following:  permit the allocation of the State's 3.25% annual appropriation to the Medical Insurance Fund to address the significant unfunded liability of the retiree health insurance plan, increasing the death benefit, providing ad hoc increases of .8% in 2000-2001 and 1.0% in 2001-2002, and increasing the minimum value of a year of service from $310 to $335 over the next biennium.

PROVISION/MECHANICS:  HB 739/HCS creates a new section of KRS Chapter 161 to establish a supplemental retirement benefit plan in the Kentucky Teachers' Retirement System to be used when salaries of members exceed limits at time of retirement set by the federal Internal Revenue Code; creates a new section of KRS Chapter 161 to authorize the system to implement a defined contribution plan for retirees who are reemployed in full-time positions covered by the system; creates a new section to direct the commissioner of education to establish critical shortage areas of teaching; creates a new section of KRS Chapter 161 to permit active members to roll over or transfer funds from another retirement plan qualified under Sections 401(a) and (k) of the Internal Revenue Code, subject to approval of the Internal Revenue Service (IRS); amends KRS 161.220 to define "full actuarial cost"; amends KRS 161.250 to define a member's appeal procedure; amends KRS 161.400 to clarify that all actuarial and actuarial cost factor tables shall be determined by the system's actuary with approval of the system's board of trustees; amends KRS 161.420 to define the funding available for the retiree health insurance plan and increase the amount of the state's current level of contributions that the board may allocate to fund the insurance plan; authorizes the system to provide retirement benefit from compensation that exceeds limitations of Section 415 of the IRS Code; establishes a defined contribution plan for retired members who are approved for reemployment in critical shortage positions; amends KRS 161.500 to prohibit members from receiving credit for service in more than one state-sponsored retirement plan; amends KRS 161.553 to establish the amortized payments that the state is obligated to appropriate to the system for cost-of living increases and sick leave obligations that occur during 2000-2002; amends KRS 161.605 to authorize the system's board to approve a limited number of retired members to reemployment in a full-time position covered by the system and declared to be a critical shortage position; amends KRS 161.620 to increase the minimum annual allowance for a year of service from $310 to $325 in 2000, and to $335 in 2001; provides for an ad hoc increase of 8/10 of one percent effective July 1, 2000, for all members retired at least one year and an ad hoc increase of one percent effective July 1, 2001, for all members retired at least one year; provides that member salaries in excess of IRS limitation may be qualified for retirement allowance payments under provisions of IRS; amends KRS 161.623 to authorize the actuary to determine the actuarial value of increase in annuity payment due to use of payments for unused sick leave at retirement; amends KRS 161.655 to increase the death benefit for retired members from $3000 to $5000 effective July 1, 2000; amends KRS 161.507, 161.510, 161.5465, 161.548, 161.549, 161.595, 161.607, and 161.675 to conform; repeals KRS 161.510; EMERGENCY.

FISCAL EXPLANATION:  The fiscal impact of HB 739/HCS is approximately $6,010,300 in FY 2000-2001 and $13,811,400 in FY 2001-2002 due to costs associated with ad hoc increases and sick leave liability of retiring members.  However, an Actuarial Analysis of HB 739/HCS states there will be no General Fund support required for implementation of the remaining HB 739/HCS provisions.

HB 739/HCS provides ad hoc increases of .8% in FY 2000-2001 and 1% in FY 2001-2002 for KTRS retired members and beneficiaries.  When combined with the annual 1.5% retirement allowance under the provisions of KRS 161.620, a total increase in retirement allowance of eligible KTRS members and beneficiaries is 2.3% in FY 2000-2001 and 2.5% in FY 2001-2002.  The fiscal impact is $ 2,311,500 in FY 2000-2001 and $5,925,000 in FY 2001-2002 to provide for the ad hoc increases.

Additionally, HB 739/HCS provides the cost of amortizing the sick leave liability (KRS 161.155) for retiring KTRS members during FB 2000-2002.  The fiscal impact is $3,698,800 in FY 2000-2001 and $7,886,400 in FY 2001-2002 to provide for the sick leave liability.

According to the actuarial analysis, the other provisions of HB 739 will not require additional General Fund support.
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