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RE:
Senate Bill 348
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Dear Mr. Dutton:

The Actuary for the Kentucky Teachers’ Retirement System has reviewed the proposed changes to KRS 161.605(4) contained in Senate Bill 348 and determined that the amendment would have a significant actuarial cost impact on the funding of the Teachers’ Retirement System.

KRS 161.605(4) currently provides that KTRS members retired from one of the state universities participating in KTRS (KRS 161.220(4)) may be employed in a part-time teaching capacity by one of the universities participating in the KTRS not to exceed the equivalent of 12 teaching hours in any fiscal year.  Prior to 1996, re-employment of university retirees at state universities was limited to 100 days during a fiscal year, the same limitation that applies to all KTRS retirees.  In 1995, representatives of the universities asked that the limitation be stated in teaching hours instead of days.  The universities stated that the normal teaching hours of a faculty member was 12 hours during regular semesters and six hours during a summer term.  The universities and KTRS agreed that a limitation of 12 semester hours during a fiscal year would be equivalent to the 100-day limit applied to all other KTRS retirees.  The KTRS Actuary agreed that the 12 teaching-hour limitation on re-employment of retired university members would not add liability since the limit was very similar to the existing limitation of 100 days per fiscal year for all KTRS retirees.  KTRS recommended the 12 teaching-
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hour change to the 1996 General Assembly and the amendment was enacted as KRS 161.605(4).

In determining the level of funding required to assure that the Teachers’ Retirement System operates on an actuarially sound basis, the System’s Actuary considers the statutory provisions pertaining to re-employment of retired members as substitute or part-time teachers in performing actuarial valuations of the KTRS to determine the loss of contribution income and subsequent investment income that occurs from retirees occupying positions that would normally be filled by regular contributing members.  The System’s Actuary has stated that any liberalization of the current statutory limits on re-employment would result in additional liabilities that should be funded by increases in the existing contribution rates.

Senate Bill 348 would change the limitation on re-employment of retired university employees at state universities to nine teaching hours in any one semester or summer term and not to exceed 27 teaching hours in a fiscal year.  As stated earlier, the normal teaching hours at universities is 12 hours during regular semesters which would total 24 for a normal two-semester school year.  A proposal of having a limit of 18 teaching hours would mean that the re-employed retiree could work 75 percent of two regular semester periods or a 50 percent increase over the current statutory limitation.  The proposed 27 teaching-hour limit that includes a summer term would mean that a retiree could be employed 90 percent of the 30 teaching hours that applies to full-time employment at universities.

The provisions of SB 348 would certainly be an incentive for university faculty to retire from KTRS sooner than they normally would if they could receive their retirement annuity and be re-employed up to 75 to 90 percent of a normal full-time faculty member.

We believe that the universities participating in the Teachers’ Retirement System understand the fairness and equality of the 12 teaching-hour limit per fiscal year and would not want a provision that would be detrimental to the funding of the Teachers’ Retirement System.  This Office has received no complaints or recommendations pertaining to this matter from any participating university.  KTRS is aware of a person in Bowling Green who is requesting the 27 teaching-hour limitation so that she may increase the time of her employment at Western State University.  This person did not retire from a participating university and KRS 161.605(4) would not be applicable to this retiree.  KTRS is reviewing the application of the provisions of KRS 161.605(1) and (2) to determine the limits that would apply to re-employment at universities of members who did not retire from a university.  The Bowling Green retiree will be informed of the results of the System’s review and after the universities are informed of any changes in the existing procedures.
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KTRS must oppose any change to KRS 161.605(4) at this time due to the actuarial fiscal impact on the System, the fact that the universities have not indicated that limiting re-employment to 50 percent of normal teaching law is problem and the negative impact that the proposal would have on the 48,000 other active non-university members of the System.  We ask that the Sponsor postpone recommendations on this matter until the 2002 Legislative Session so that the concerns can be addressed by the universities and the Teachers’ Retirement System during the interim.






Sincerely,






Pat N. Miller

PNM:rp

