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The Committee on Appropriations reported through REP.
DYSON of the 94th Dist., Chairperson of the Committee on the
part of the House, that the bill ought to pass.

AN ACT CONCERNING THE PURCHASE OF ADDITIONAL CREDITED

SERVICE IN THE TEACHERS' RETIREMENT SYSTEM, THE EXCESS
EARNINGS ACCOUNT AND THE EARLY RETIREMENT INCENTIVE
PROGRAM.

Be it enacted by the Senate and House of Representatives in General

Assembly convened:
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Section 1. Subsection (c) of section 10-183e of the general statutes is

repealed and the following is substituted in lieu thereof:

(c) Additional credited service must be purchased by a member (1)
[at] prior to the time of retirement, [or] (2) at the time a surviving
spouse elects benefits under the provisions of subsection (d) of section
10-183h, or (3) at the time benefits commence [under an optional
payment form pursuant to section 10-183j. Any purchase of service
shall be accomplished by the member paying to the board an amount
equal to one-half of the actuarial present value, determined according
to actuarial tables adopted by the board, of the difference between the
retirement benefit which the member is entitled to receive based upon
his or her service apart from such purchased service and the benefit
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which he or she is entitled to receive including such service] as
provided under sections 10-183g, as amended by this act, and 10-183jj,

as amended by this act. Any purchase of such service shall be

accomplished by the member pavying to the board an amount

determined on the basis of actuarial factors adopted by the board

which reflect the present value of one-half of the full actuarial cost of

the benefit increase that will be derived by the purchase of such

service. Such factors shall consider the member's age at the time of

purchase, actual or projected salary, and the earliest date on which the

member would be eligible for a normal retirement allowance.

Payments for additional credited service may be made in a lump sum
by transfer of funds from the member's accumulated one per cent
contributions withheld prior to July 1, 1989, with credited interest and
accumulated voluntary contributions with credited interest plus such

other amounts as may be required to complete the purchase.

Sec. 2. Subsection (m) of section 10-183¢g of the general statutes is

repealed and the following is substituted in lieu thereof:

(m) If the plan actuaries have certified in accordance with
subsection (n) of this section that the amount of the [excess earnings

account] cost of living adjustment reserve account which is available

for payment of a cost of living allowance is insufficient to fund the full
amount determined under subsection (1) of this section, each person
eligible for an annual cost of living allowance under said subsection (I)
shall be eligible for a cost of living allowance reduced proportionately
to a percentage that is actuarially supported by the amount so
certified, in lieu of the cost of living allowance provided under said
subsection (1), provided no cost of living allowance shall exceed six per
cent and provided further, if the total return earned by the trustees on
the market value of the pension assets for the preceding fiscal year is
less than eight and one-half per cent, any cost of living allowance

granted shall not exceed one and one-half per cent.
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Sec. 3. Subsection (n) of section 10-183g of the general statutes is

repealed and the following is substituted in lieu thereof:

(n) To administer cost of living allowances provided under
subsections (1) and (m) of this section, there is established the [excess

earnings account] cost of living adjustment reserve account which shall

be a separate account established within the Teachers' Retirement
Fund. For the calendar year commencing January 1, 1995, and each
subsequent calendar year, the [excess earnings account] cost of living

adjustment reserve account shall be credited by an amount equal to

that portion of the total return earned by the trustees on the market
value of the pension assets for the preceding fiscal year which is a total
return in excess of eleven and one-half per cent. The [excess earnings

account] cost of living adjustment reserve account shall be reduced

each year by the actuarial value of any cost of living allowance

awarded. On May first, annually, the plan actuaries shall determine

how much of the [excess earnings account] cost of living adjustment

reserve account balance is available for payment of a cost of living

adjustment determined in accordance with the provisions of this
section and shall certify their determination to the trustees of the
Teachers' Retirement Fund. If the plan actuaries determine that there
are no funds available in the [excess earnings account] cost of living

adjustment reserve account for the payment of a cost of living

allowance, no cost of living allowance shall be paid.

Sec. 4. Subsection (e) of section 10-183jj of the general statutes is

repealed and the following is substituted in lieu thereof:

(e) For each year of additional credited service purchased pursuant
to this section, the local or regional board of education shall pay an
amount specified by the Teachers' Retirement Board equal to the
actuarial present value, determined according to actuarial tables
adopted by the Teachers' Retirement Board, of the difference between
the retirement benefit which the member is entitled to receive based
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upon [his or her] the member's service apart from such purchased

service and the benefit which [he or she] the member is entitled to
receive including such service. Payments shall be made in accordance

with rules adopted by the Teachers' Retirement Board. Such payments

must be received not later than thirty days following the date payment

is requested or interest shall be assessed from the date on which such

payment was due to the date on which such payment was received.

When a board of education purchases additional credited service for a
member pursuant to this section, the Teachers' Retirement Board shall

notify the member in writing. Payment for additional service credit

purchased pursuant to this section may be made in equal annual

installment payments, including interest, not to exceed the number of

years being purchased by the local or regional board of education. Late

payments and outstanding obligations from a prior vear's purchase or

late payment of monthly mandatory contributions shall be paid in full

prior to the initiation of a new early retirement incentive plan or such

amounts shall be included as part of the cost of the new early

retirement incentive plan. Interest shall be assessed on installment

payments and late payments as provided by subsection (b) of section

10-183. Any additional credited service purchased for any such
member shall be in addition to any credited service purchased

pursuant to section 10-183e.

Sec. 5. This act shall take effect July 1, 2001.

APP Joint Favorable
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

—
OFA Fiscal Note

State Impact: None
Affected Agencies: Teachers' Retirement Board

Municipal Impact:  None

Explanation

State Impact:

This bill makes various technical changes to the administration of
the Teachers’ Retirement System that have no fiscal impact. Most
notably, the bill permits members to purchase additional credited
service prior to retirement. This provision, which is actuarially
neutral, has no fiscal impact to the Teachers’ Retirement Fund. It is
significant because it eases the administrative burden on the Teachers’
Retirement Board staff that currently must process the purchase of
additional credited service in July when the vast majority of teachers

retire.
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OFA Bill Analysis
HB 6933

AN ACT CONCERNING THE PURCHASE OF ADDITIONAL
CREDITED SERVICE IN THE TEACHERS' RETIREMENT SYSTEM,
THE EXCESS EARNINGS ACCOUNT AND THE EARLY
RETIREMENT INCENTIVE PROGRAM.

SUMMARY:

The bill allows teachers to purchase additional credited service during
their active teaching career rather than at the time of their retirement
as is currently required. It also changes the name of the Excess
Earnings Account to the Cost of Living Adjustment Account. Finally,
the bill allows the Teachers’ Retirement Board (Board) to build in the
cost of any delinquent or late interest assessments that remained
outstanding by a board of education into the cost of any newly
adopted Early Retirement Program.

EFFECTIVE DATE: July 1, 2001

ADDITIONAL CREDITED SERVICE

The bill directs the actuary for Teachers” Retirement System to develop
a cost-neutral formula that would allow members to purchase service
at any time during their working career. Since the vast majority of
teachers retire on July 1st and of this group typically 75% of them will
have purchasable service, the Board staff must process all these
purchases in a very narrow timeframe. This provision of the bill will
alleviate a significant administrative burden to this small agency as it
processes the benefits to new retirees and maintains existing services.

COMMITTEE ACTION

Appropriations Committee
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Joint Favorable Report
Yea 51 Nay 0
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