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HB 1737

Brief Description: Addressing the availability of retired teachers as substitutes.

Sponsors: Representatives Orcutt, Santos, Magendanz, Bergquist, Ortiz-Self, Kilduff, Kagi,
Zeiger, Tarleton, Muri, Condotta and Pollet.

Brief Summary of Bill

* Provides the opportunity for retired teachers to receive their pensions while working
up to 216 hours per year as a substitute teacher in an instructional capacity, even
though they retired under early retirement provisions that would otherwise
immediately suspend pension benefits upon employment.

* Limits the duration the 216-hour provision is available to retired teachers until
August 1, 2019.

Hearing Date: 2/11/15
Staff: David Pringle (786-7310).
Background:

Washington State retirement systems have various rules relating to the conditions under which a
retiree may return to work for a retirement system-participating employer and continue to receive
pension benefits. Most governmental employers in the state participate in the state retirement
systems. For members of the Teachers' Retirement System (TRS), pension benefits will
generally be suspended after a member works for more than 867 hours per year with a
participating employer.

The TRS Plans 2 and 3 have a normal, or unreduced retirement age of 65. Members may retire
as early as age 55, but unless the member has earned 30 or more years of service, an early
retiree's benefit is actuarially reduced to the equivalent value as waiting to begin the benefit at
age 65. For members with 30 or more years of service, TRS plans 2 and 3 provide two different
sets of "subsidized" early retirement. These benefits are considered to be subsidized because the
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cost to the entire plan of the early retirement benefit is greater than the equivalent benefit that the
member would be entitled to at the normal retirement age of 65. At age 55, the full actuarial
reduction to a member's benefit is 64 percent.

In 2000 the Legislature created an early retirement formula, or factor (ERF), that permitted
members with 30 years of service to receive a pension reduced by 3 percent per year of service
beginning as early as age 55. Members retiring under these provisions are able to work for up to
867 hours per year without suspension of benefits, just like those retiring at age 65. At age 55,
the reduction to the member's benefit from the 2000 ERF is 30 percent.

In 2008 as part of the Legislation that eliminated gain-sharing for members of the TRS, an
additional, optional ERF, was created. Under this "2008 ERF" eligible members may retire with
unreduced pensions beginning at age 62, and face significantly smaller reductions than the 2000
ERF at ages between 55 and 62. At age 55, the reduction to the member's benefit from the 2008
ERF is 20 percent. However, members choosing to retire under the 2008 ERF are prohibited
from utilizing the postretirement employment provisions, and have benefits suspended
immediately upon entering any compensated arrangement with a retirement system employer.

In 2012 the Legislature reduced early retirement benefits for anyone hired into the Public
Employees' Retirement System, the School Employees' Retirement System, and the TRS after
May 1, 2013. These 2012 ERFs provide for a 5 percent per year reduction to benefits beginning
at age 55 for members with 30 or more years of service. Though few members will retire using
these provisions for many years, those retiring under the 2012 ERF are not prohibited from
receiving pension payments for the first 867 hours of postretirement employment with a
retirement system employer.

Summary of Bill:

Teachers that retired under the 2008 early retirement reduction factors of the Teachers'
Retirement System Plans 2 or 3 and are less than 65 years of age may be employed as substitute
teachers in an instructional capacity for up to 216 hours per school year without suspension of
his or her retirement benefit. This provision allowing for the 216 hours of employment without
suspension of benefits expires August 1, 2019.

Appropriation: None.

Fiscal Note: Preliminary fiscal note available.

Effective Date: The bill takes effect 90 days after adjournment of the session in which the bill is
passed.
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