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	(X) 98 BR No.
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	(X)
	House
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	532/GA


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	An Act relating to teachers' retirement and declaring an emergency.


	SPONSOR
	Representative Freed Curd


NOTE SUMMARY

	Fiscal Analysis:
	                  Impact
	               No Impact
	       Indeterminable Impact

	Level(s) of Impact:
	        X          State
	                        Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	        X      General
	                Road
	               Federal


	
	                     Restricted Agency (Type)
	          X      (Other)

Kentucky Teachers' Retirement System


FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	11,052,300
	23,161,900
	

	Net Effect
	
	11,052,300
	23,161,900
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  The purpose of HB 532/HCS is to require persons who are eligible for teachers' retirement benefits to be included in the health insurance programs offered to state employees; require employees of the Workforce Development Cabinet, who are transferred to the Kentucky Community and Technical College System (KCTCS) and occupy positions covered under KTRS, to remain in the Teachers' Retirement System; require all new employees that would have previously been included in the Workforce Development Cabinet to be members of KTRS; require persons who were employees of the state's community colleges as of January 1, 1998, and were transferred to KCTCS, to continue to participate in the Federal Social Security Program; permit these employees to participate any a retirement system provided by KCTCS or KTRS; require new employees of KCTCS that would not have previously been included in the Workforce Development Cabinet to participate in the Federal Social Security Program; permit new employees to participate in KTRS or a retirement plan provided by KCTCS; permit the Board of Trustees for KTRS to approve final average salary to be based upon the average of the 3 highest annual salaries; require members to be at least 55 years of age and a minimum of 27 years of service; prohibit annual compensation from including the salary supplement to members selected to serve as distinguished educators on, or after, July 1, 1996; prohibit a contract for a member employed by a local school board from exceeding 261 days; require employers who offer incentive retirement plans to make full payment to the system for all actuarial obligations that occur as a result of the retirement incentive payments; delete the requirement employees of the system must register as legislative agents; permit the Board of Trustees to allocate up to a maximum of 1.65% of the 3.25% of state appropriations to the medical insurance fund; permit the Board of Trustees to expend funds received from gifts and bequests without limitation in a manner expressed by the donor or deemed to be in the best interest of the members; limit the system's voluntary IRS 403(b) tax sheltered plan to retired members who are currently receiving lifetime annuity payments; prohibit service credit from exceeding the ratio between the school year or fiscal year and the number of months or fraction of a month the member is employed during the year; repeal the authority for members to purchase one-half (1/2) time service performed in the 2 years immediately preceding membership in KTRS; include funding for the medical insurance fund in the additional 3.25% employers' contribution level; identify the costs to provide cost-of-living adjustments during the 1998-2000 Biennium; provide a schedule of payments to support the allowance for accumulated sick leave for the 1998-2000 Biennium and the period 2001 through 2014; permit the collection of installment payments by electronic funds, as well as payroll deduction; clarify the limit on retirees who teach in universities; reduce the employers' contribution for part time employees; simplify the calculation of annuities; increase the minimum value of service from $260 to $300, effective date to be July 1, 1998; increase the minimum value of service from $300 to $310, effective July 1, 1999; provide a one-time increase to all persons retired at least one year equal to 1.5% of current annuity, effective July 1, 1998 and July 1, 1999; require all new retirees to receive monthly annuity checks by electronic transfer, effective July 1, 1998; increase the death benefit to $3,000; require the Board of Trustees to provide health insurance coverage to eligible retirees age 65 and above; permit the Board of Trustees to provide health insurance coverage for retirees under age 65; clarify retired teachers may participate in the same insurance plans offered to active and retired state employees; permit members of KTRS to purchase up to 5 years of previously unqualified service; require member to have at least 20 years of service credit; require member to provide 100% of the cost; declare an emergency is to exist; and require the Act to become effective July 1, 1998.

PROVISION/MECHANICS:
Section 1:  Amends KRS 18A.225 to include in the definition of a state employee, persons who are eligible for teachers' retirement benefits.

Section 2:  Amends KRS 161.220 to require employees of the Workforce Development Cabinet, who are transferred to the Kentucky Community and Technical College System (KCTCS) and occupy positions covered under KTRS, to remain in the Teachers' Retirement System; require all new employees that would have previously been included in the Workforce Development Cabinet to be members of KTRS; require persons who were employees of the state's community colleges as of January 1, 1998, and were transferred to KCTCS, to continue to participate in the Federal Social Security Program; permit these employees to participate any a retirement system provided by KCTCS or KTRS; require new employees of KCTCS that would not have previously been included in the Workforce Development Cabinet to participate in the Federal Social Security Program; permit new employees to participate in KTRS or a retirement plan provided by KCTCS; permit the Board of Trustees for KTRS to approve final average salary to be based upon the average of the 3 highest annual salaries; require members to be at least 55 years of age and a minimum of 27 years of service; prohibit annual compensation from including the salary supplement to members selected to serve as distinguished educators on, or after, July 1, 1996; prohibit a contract for a member employed by a local school board from exceeding 261 days

Section 3:  Amends KRS 161.310 to require employers who offer incentive retirement plans to make full payment to the system for all actuarial obligations that occur as a result of the retirement incentive payments.

Section 4:  Amends KRS 161.340 to delete the requirement employees of the system must register as legislative agents.

Section 5:  Amends KRS 161.420 to permit the Board of Trustees to allocate up to a maximum of 1.65% of the 3.25% of state appropriations to the medical insurance fund; permit the Board of Trustees to expend funds received from gifts and bequests without limitation in a manner expressed by the donor or deemed to be in the best interest of the members; limit the system's voluntary IRS 403(b) tax sheltered plan to retired members who are currently receiving lifetime annuity payments.

Section 6:  Amends KRS 161.500 to prohibit service credit from exceeding the ratio between the school year or fiscal year and the number of months or fraction of a month the member is employed during the year.

Section 7:  Amends KRS 161.545 to repeal the authority for members to purchase one-half (1/2) time service performed in the 2 years immediately preceding membership in KTRS.

Section 8:  Amends KRS 161.550 to include funding for the medical insurance fund in the additional 3.25% employers' contribution level.

Section 9:  Amends KRS 161.553 to identify the costs to provide cost-of-living adjustments during the 1998-2000 Biennium; provide a schedule of payments to support the allowance for accumulated sick leave for the 1998-2000 Biennium and the period 2001 through 2014.

Section 10:  Amends KRS 161.597 to permit the collection of installment payments by electronic funds, as well as payroll deduction.

Section 11:  Amends KRS  161.605 to clarify the limit on retirees who teach in universities; reduce the employers' contribution for part time employees.

Section 12:  Amends KRS  161.620 to simplify the calculation of annuities; increase the minimum value of service from $260 to $300, effective date to be July 1, 1998; increase the minimum value of service from $300 to $310, effective July 1, 1999; provide a one-time increase to all persons retired at least one year equal to 1.5% of current annuity, effective July 1, 1998 and July 1, 1999.

Section 13:  Amends KRS  161.640 to require all new retirees to receive monthly annuity checks by electronic transfer, effective July 1, 1998.

Section 14:  Amends KRS  161.655 to increase the death benefit from $2,800 to $3,000.

Section 15:  Amends KRS  161.675 to require the Board of Trustees to provide health insurance coverage to eligible retirees age 65 and above; permit the Board of Trustees to provide health insurance coverage for retirees under age 65; clarify retired teachers may participate in the same insurance plans offered to active and retired state employees.

Section 16:  Creates a new Section of KRS 161.230 to 161.716 to permit members of KTRS to purchase up to 5 years of previously unqualified service; require member to have at least 20 years of service credit; require member to provide 100% of the cost.

Section 17:  Declares an emergency is to exist; and require the Act to become effective July 1, 1998.

FISCAL EXPLANATION:  The fiscal impact of HB 532/HCS is as follows: 

Section 2:  Permits the Board of Trustees to approve a final salary based on the average of the 3 highest salaries, for members who are at least 55 years of age and have at least 27 years of service.

There is no fiscal impact related to this provision.  In the event anticipated savings do not materialize, the Board of Trustees can discontinue the application of this provision.

Section 3:  Requires employers who participate in KTRS and provide retirement incentives to make full payment to KTRS at time a member retires for all actuarial obligations that occur to KTRS as a result of retirement incentive payments.

This provision eliminates the state's liability for retirement incentives.  Therefore, no additional cost would be incurred.

Sections 9 and 12 (5 & 6):  Provides for the amortization of an additional 1 1/2% ad hoc cost of living (COLA) increase in each fiscal year for retired teachers and the estimated sick leave allowance for the 1998-2000 Biennium.

COLA - The impact of amortizing this provision is $7,395,300 in FY 1998-99 and $15,333,900 in FY 1999-2000.  For fiscal years 2000-2001 through 2012-13 the cost will remain to be $15,333,900, and a final payment in FY 2013-2014 in the amount of $7,938,600.

Sick Leave Allowance - The impact of amortizing this provision is $3,657,000 in FY 1998-99 and $7,828,000 in FY 1999-2000.  For fiscal years 2000-2001 through 2012-13 the cost will remain to be $7,828,000, and a final payment in FY 2013-2014 in the amount of $4,171,000. 

Section 12 (1a):  Provides for the annual allowance for each year of service performed prior to July 1, 1983 to be 2%, effective July 1, 1998; and 2.5% for each year of service performed after July 1, 1983.  Requires the annual retirement allowance for each year of service performed at state colleges or universities that participate in KTRS to be 2% of the final average salary.

Section 12 (3):  Increases the minimum value of service from $260 to $300, effective July 1, 1998; and increases the minimum value of service from $300 to $310, effective July 1, 1999.

Section 14:  Increases the death benefit from $2,800 to $3,000.

The fiscal impact relating to Section 13 (1a) and (3), and Section 15 will be provided from earnings of the system, therefore, no cost would be incurred by the state's General Fund.

Other provisions contained within HB 532/HCS are considered "housekeeping" provisions.
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