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MEASURE’S PURPOSE:  A measure similar to this is considered by the General Assembly in each regular session in which the budget of the Commonwealth is considered. It is generally referred to as the ‘KTRS cleanup bill’ and contains numerous technical corrections, updates of amortization schedules, and minor changes that have little, if any, fiscal impact. The purpose of this measure is better understood with a reading, under the heading of Provisions/Mechanics, of the provisions of the measure.
PROVISIONS/MECHANICS: Following is a summary of the provisions of each section of HB 333:
Section 1. New Section

Creates a new section of KRS 161.220 to KRS 161.716 to permit the Kentucky Teachers’ Retirement System (KTRS) to use and accept electronic signatures in instances that they, KTRS, deem appropriate.
Section 2. 
Amends KRS 161.290(4) to provide that any public employer of any KTRS Board of Trustees member shall grant leave with pay to the Trustee while in the performance of his or her official duties.   
Section 3.
Amends KRS 161.310(3) to specify that any remuneration or benefit paid to or made on behalf of the member shall be deemed an incentive, including incentives provided after retirement. (This is current practice.)
Section 4.

Amend KRS 161.340(3) to add insurance to the list of services for which KTRS may contract.
Amend KRS 161.340(4) to delete the requirement to procurement of bonds for Trustees and Executive Secretary. (KTRS already has fiduciary insurance which is a superior means of providing financial coverage for possible fiduciary breaches.)
Section 5.

Amends KRS 161.430 to clarify that the investment committee has been expanded to include five (5) trustees and two (2) outside experts. The executive secretary no longer serves on this committee. 

Section 6.

Amends KRS 161.470(5)(e)  to replace references to “persons hired” on or after August 1, 2000, to “persons whose membership begins” on or after August 1, 2000, so that it is clearer which individuals are subject to forfeiture of retirement benefits in the event of a felony conviction related to their employment. (This is current practice.)
Amends KRS 161.480 to add the word “employer” to “state” to emphasize that employer contributions from any source are not refunded. (This is current practice.)
Section 7.

Amends KRS 161.480 to provide that marriages that occurred before a member started participating in KTRS will automatically designate the member’s spouse as beneficiary for a refund of any remaining active member account balance, and the spouse shall remain the designated beneficiary unless the member designates a different beneficiary subsequent to his or her membership in the retirement system. (This is the preference of a majority of members and helps avoid probate of estate.
Section 8.

Amends KRS 161.545(3) to provide that fully paid sabbaticals provided by the universities to staff shall be deemed full-time employment for the universities from which retirement contributions shall be made. (This reflects the preference of universities and is a more efficient way of dealing with sabbaticals than having employees purchase the sabbatical as a leave of absence.)
Section 9.

Amends KRS 161.553 to update the funding schedules and reflects the amortized payments that are being made under the state budget for sick leave payments, past Cost of Living Adjustments, minimum retirement allowances provided to teachers who taught decades ago at low salaries, and medical insurance transitional funding.

Section 10.

Amends KRS 161.560 to provide for KTRS employers to report to member salaries and contributions on a more frequent basis than once a year.   
Section 11.

Amends KRS 161.605(1) and (2) to specify that the retire-and-return-to-work provisions include substitute teaching services and clarify that medical insurance provided by the employer under KRS 161.605(5) shall not be considered as compensation in determining whether the DWT has been exceeded. (This is current practice.)
Amends KRS 161.605(5) to replace the reference to the “five (5) year” requirement with “any vesting” requirement so that it is clear that post-retirement accounts must meet all applicable vesting requirements and is an acknowledgment that with the 2008 pension reform bill there is now both a 5 and a 10 year vesting period.

Amends KRS 161.605(7) to provide that breaks in service are required before providing any type of service, including employment arrangements described under KRS 161.220(12), to the same employer, even if the position is not covered by KTRS, if the retiree is under age 60. Further, changes running of break in service from last day of paid employment to date of retirement.   
The amended language also prohibits pre-arranged agreements between employers and retiring employees for the re-employment of the employee after retirement and requires certification by both employer and retiring employee that no pre-arranged agreement exists.

Amends KRS 161.605(8)(b) to permit the Department of Education to employ experienced individuals to serve in persistently underachieving schools under the KTRS critical shortage program. KTRS will still control the number of critical shortage positions that are approved. 
Amends KRS 161.605(11)(c) to provide that members who are returning to service retirement after having waived their retirement allowances will be added to annuity roles only after submission of a retirement application in compliance with KTRS regulation (i.e. require one-month advance filing).

Amends KRS 161.605(12) to require breaks in service of university employees before providing any type of service, including employment arrangements described under KRS 161.220(12), to the same employer as a part-time employee, even if the position is not covered by KTRS, if the retiree is under age 60.

Section 12.

Amends KRS 161(612(2) to provide, effective July 1, 2014, that for individuals rendering part-time or substitute services any retirement allowance received by another state-administered retirement system shall be included in determining whether minimum monthly $500 disability allowance has been met. Currently, a member with only 1 day of KTRS substitute service can receive the minimum monthly $500 allowance as a result of qualifying for disability with many years of KRS service. 

Amends KRS 161.612(2) to provide, effective July 1, 2014, that individuals rendering part-time or substitute services that are eligible for a service retirement allowance that is not subject to the actuarial reduction established under KRS 161.600(1)(b)2., shall be eligible for service retirement only and shall not be eligible for disability retirement.  

Section 13.

Amends KRS 161.614(5) to add legally binding mediation to the list of procedures that may be acknowledged in adjusting a member’s account with additional salary and service credit. 

Section 14.

Amends KRS 161.620(2) and (5) to update ad hoc COLA language to correspond to current practice.
Section 15.

Amends KRS 161.630(2)(a) to emphasize that only for options providing indefinitely continuing spousal benefits is a member permitted to “pop up” to option one in the event of dissolution of marriage. (This is current practice.)
Section 16.

Amends KRS 161.643 to allow employer reporting of employee compensation and days worked on a more frequent basis than once a year (e.g. monthly or payroll period).    
Section 17.

Amends KRS 161.650(2) to provide that marriages occurring before and after retirement will terminate any previously designated beneficiary, even that of the estate by default, for receipt of a refund of any remaining account balance of a retired member, and the spouse shall be the beneficiary unless the member subsequently designates a different beneficiary.   
Section 18.

Amends KRS 161.655(2) to provide that marriages that occurred before a member started participating in KTRS or became a retiree in KTRS will automatically designate the member’s spouse as beneficiary for receipt of the KTRS life insurance benefit, and the spouse shall remain the designated beneficiary unless the member designates a different beneficiary.   
Section 19.

Amends KRS 161.611(1) to delete references to “public schools” and “teaching” service so that it is clear that disability retirement is available to all members of KTRS.  
Amends KRS 161.661(1) to provide that individuals who become members on or after July 1, 2014, who are eligible for a service retirement allowance that is not subject to the actuarial reduction established under KRS 161.600(1)(b)2. or (d), shall be eligible for service retirement only and shall not be eligible for disability retirement. 

Amends KRS 161.661(6) to provide that for individuals who become members on or after July 1, 2014, any retirement allowance received by another state-administered retirement system shall be included in determining whether the minimum monthly $500 disability allowance has been met.   
Section 20.

Amends KRS 161.680 to specify that KTRS shall take all practicable and reasonable steps to collect overpayments from accounts and provide examples of methods of collections. (This is current practice.)
Section 21.

Amends KRS 161.550(6) to make a technical, bill-conforming amendment to a reference to another statutory subsection that has been renumbered.

Section 22.

This section adds an Emergency Clause, effective July 1, 2014.

FISCAL EXPLANATION: This measure has been reviewed by the KTRS actuarial firm and it is the opinion of that firm that this measure is primarily technical corrections that will have a negligible impact on the system. At the same time, there are changes in KRS 161.612 and 161.661 that would produce a slight savings for the system. Therefore, there is no fiscal impact.
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