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MEASURE

	(X) 98 BR No.
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	(X)
	Senate
	Bill No.
	266


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	AN ACT relating to teachers' retirement and declaring an emergency


	SPONSOR
	Senator Charlie Borders


NOTE SUMMARY

	Fiscal Analysis:
	        X       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)
	                  (Other)


FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	7,000,000
	22,000,000
	

	Net Effect
	
	7,000,000
	22,000,000
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  The purpose of SB 266 is to increase the minimum credit for retired teachers from the current level of $200 per year of service to $280, effective July 1, 1998, and to $300, effective July 1, 1999; increase the death benefit for retired teachers from the current level of $2,800 to $3,500 for 1998 and to $5,000, effective January 1, 1999; and to declare an emergency; 

PROVISION/MECHANICS:  SB 266 amends KRS Chapters 161.620 to increase the minimum credit for retired teachers to $280 per year of service, effective July 1, 1998, and to $300 per year of service, effective July 1, 1999; amends KRS 161.655 to increase the death benefit for retired teachers to $3,500 for 1998 and to $5,000, effective January 1, 1999; and declares an emergency is to exist to require the legislation to take effect upon passage and approval of the Governor or upon it otherwise becoming law.

FISCAL EXPLANATION:  

Increase Minimum Allowance - No fiscal impact on the state's General Fund is realized as a result of increasing the minimum allowance for retired teachers from $280 to $300 in FY 1998-99 and to $310 in FY 1999-2000.  Based on an approximate $300,000 cost for each $10 increase in the minimum allowance, the cost of this provision to the Kentucky Teachers' Retirement System would be approximately $600,000 in FY 1998-99 and an additional $600,000 in FY 1999-2000. The actuary has noted these cost can be absorbed within the funds of the Kentucky Teachers' Retirement System, therefore, no additional funds would be required.

Increase in Death Benefit Payment - The fiscal impact to provide the increases in the death benefits is estimated to be $7 million in FY 1998-99 and an additional $15 million in FY 1999-2000.  This cost is based on the actuary's analysis which states for each $100 increase in the death benefit, the additional cost to the Kentucky Teachers' Retirement System would be $1 million.  Therefore, the $700 increase (from $2,800 to $3,500) in FY 1998-99 would cost $7 million, and the additional $1,500 increase in FY 1999-2000 from $3,500 to $5,000 would cost $15 million.  The actuary notes these cost cannot be absorbed within the funds of the Kentucky Teachers' Retirement System, therefore, additional funds would be required.
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