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SUBJECT:  Employer Directive 2017-03

Supersedes Employer Directive 2016—03
Postretirement Earnings Limit for the 2016—17 Fiscal Year, 2017-18 Fiscal Year,
and 2017 Calendar Year

PURPOSE

This employer directive is intended to inform and remind employers of:

The application of the earnings limit for retired CalSTRS members.

The annual postretirement earnings limit for the 2016-17 fiscal year.

The annual postretirement earnings limit for the 2017-18 fiscal year.

Requirements for requesting an exemption from the annual postretirement earnings limit
to assist schools that are in financial or academic distress. This exemption will sunset on
June 30, 2017,

The postretirement separation-from-service requirement for members and participants
during the first 180-calendar days from their retirement date with CalSTRS.
Requirements for requesting an exemption from the separation-from-service requirement.
Restrictions on hiring retired CalSTRS members and participants in classified positions.
Retirement incentive restrictions.

Requirements for employer communication regarding the earnings limits and, if
applicable, the retirement incentive restrictions when hiring CalSTRS members. Also, the
employer requirements regarding maintaining accurate records and reporting
postretirement earnings to CalSTRS.

The CalSTRS postretirement excess earnings notification process.

The disability retirement earnings limit for the 2017 calendar year.

The disability allowance earnings limit for the 2016—17 and 2017-18 fiscal years.

Our Mission: Securing the Financial Future and Sustaining the Trust of California’s Educators
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SCOPE

This directive contains information for county superintendents of schools, school districts,
charter schools, community college districts, and any agency that employs retired members of
the Defined Benefit (DB) Program (referred to in this directive as “retired CalSTRS members™)
or retired participants of the Cash Balance (CB) Benefit Program (referred to in this directive as
“retired CalSTRS participants”) to perform creditable service or that employs CalSTRS members
receiving either a Disability Allowance or Disability Retirement benefit in any capacity.

DISCUSSION

Application of Postretirement Earnings Limit
Sections 24214 and 24214.5 of the Education Code impose limitations on retired CalSTRS

members who return to work and perform retired member activities. Section 22164.5 defines
“retired member activities” as one or more of the activities identified in subdivision (b), (¢) or (d}
of Section 22119.5 or subdivision (b), (c) or (d) of Section 26113 when performed as either an
employee of an employer, an employee of a third party (except under certain circumstances) or
an independent contractor within the California public school system. The salary being paid for
retired member activities may not be less than the minimum, nor can it exceed the maximum,
paid by the employer to other employees performing comparable duties.

If a retired CalSTRS member carns compensation for performing retired member activities
during the 180-calendar day separation-from-service period or in excess of the annual
postretirement earnings limit, Education Code sections 24214(g) and 24214.5(h) require
CalSTRS to reduce the member’s retirement benefit dollar-for-dollar, up to a maximum of the
member’s retirement benefit, until the member has repaid the amount of compensation that was
earned during the separation-from-service period or in excess of the earnings limit.

Postretirement Earnings Limit for the 201617 and 2017—18 Fiscal Years

The postretirement earnings limit for retired CalSTRS members for the 201617 fiscal vear is
$41,732.

The postretirement earnings limit for retired CalSTRS members for the 201718 fiscal year is
$43,755.

The limit is adjusted annually by CalSTRS and is equal to one-half of the median final
compensation amount for all members who retired for service during the fiscal year ending in the
previous calendar year.

Exclusion When Working for a Third Party
Retired members emploved by a third party are excluded from the postretirement earnings limit
-and related provisions provided they meet all of the following criteria:
o The retired member is employed by a third party that does not participate in a California
public pension system;
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o The activities performed by the retired member are not normally performed by the
employees of an employer; and

o The activities are performed by the retired member for a limited term of 24 months
or less.

Employer reporting of retired members who are employed by a third party under the narrow
conditions above is not required. CalSTRS has not identified any example of service that would
meet these criteria.

Exemption to the Annual Postretirement Earnings Limit
There is a narrow exemption from the annual postretirement earnings limit available through
June 30, 2017, for certain appointments to assist schools in financial or academic distress, There
are four specific appointments that are exempt:
e Appointment by the State Superintendent of Public Instruction as a trustee for a school
district that has received an emergency apportionment.
* Appointment by a county superintendent of schools as a fiscal adviser or fiscal expert for
a school district that must revise its budget or that may or will be unable to meet its
financial obligations for the remainder of the fiscal year or the subsequent fiscal year(s).
e Appointment by the State Board of Education as a trustee or a receiver for a local
educational agency that has been identified for corrective actlon under the federal No
Child Left Behind Act of 2001.
» Appointment by the Board of Governors of the California Community Colleges as a
special trustee for a community college district that fails to achieve fiscal stability or that
fails to comply with the Board of Governors’ recommendations.

To qualify for this exemption, the appointing authority must certify the following:

» The position was first advertised for appointment to current active or inactive members
and no qualified person was available to fill the appointment,

o The appointing authority made a good faith effort to hire a retired member who would
reinstate.

e The salary being paid does not exceed the salary that was offered as first advertised to
current or inactive members.

o The retired member is normal retirement age when the compensation is earned (for 2% at
60 members, age 60; for 2% at 62 members, age 62).

e The retired member has not received financial inducement to retire, mcludlng, but not
limited to, any form of compensation or other payment that is paid directly to or
indirectly to the member, from any public employer in the previous six months.

When applying for the postretirement earnings limit exemption, employers must complete the
Request for Postretirement Earnings Limit Exemption (SR 0164) form, which is available in
“Reference Items” on the Secure Employer Website. In order for CalSTRS to consider an
application for an exemption, we must receive this form and all required documentation before
the retired member begins performing retired member activities. If CalSTRS does not receive the
Request for Postretirement Earnings Limit Exemption form and required documentation prior to
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the beginning of a member’s posiretirement gervice for that position, CalSTRS will not accept
the form for consideration, and the member will not be approved for the exemption.

If the exemption for the annual postretirement earnings limit, as outlined in Education Code
section 24214, is approved, the member will only be exempt from the annual postretirement
earnings limit. The separation-from-service requirement will still apply unless a member
previously received a separation-from-service requirement exemption. In order to be exempt
from the separation-from-service requirement, a separate exemption request must have been
submitted by the employer and approved by CalSTRS.

Separation-From-Service Requirement

Pursuant to Education Code section 24214.5, there is a 180-calendar day separation-from-service
requirement for all retired CalSTRS members, regardless of age, during which the postretirement
compensation limit for the performance of retired member activities is zero dollars ($0).

If the retired CalSTRS member returns to work during this period, CalSTRS will reduce the
member’s retirement benefit by an amount equal to his or her earnings up to the benefit payable
during that period. This restriction is in addition to the annual postretirement earnings limit, Any
amount the retired CalSTRS member receives during the first 180 calendar days of retirement
will also count against the annual postretirement earnings limit for the appropriate fiscal year.

Pursuant to Education Code section 26812, the 180-calendar day separation-from-service
requirement applies to Cash Balance Benefit Program annuitants who retired on or after January
1, 2014, no matter their age. If a retired CalSTRS participant receives his or her retirement
benefit as a lump sum, the benefit is not payable until 180 days after the date employment was
terminate. If a participant electing a lump-sum benefit performs creditable service during the
180-calendar day separation-from-service period, his or her retirement application will be
automatically canceled,

Exemption to the Separation-From-Service Requirement

There is a narrow exemption from the 180-calendar day separation-from-service requirement for
a retired CalSTRS member or participant under certain circumstances. To qualify for this
exemption, the retired CalSTRS member or participant must be at or above normal retirement
age at the time the compensation is earned, and the employer must appoint the retired member or
participant to a critically needed position that has been approved by the governing body of the
employer in a public meeting as reflected in a resolution. The resolution of the appointment must
be adopted before the retired CalSTRS member or participant begins performing retired member
or participant activities under the exemption. The resolution approving the appointment may not
be placed on a consent calendar.

The resolution must include the following specific information and findings:
o The intent to seek an exemption from the 180-calendar day separation-from-service
requirement.
e The nature of the employment.
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* A finding that the appointment is needed to fill a critically needed position before the
180-calendar day separation-from-service requirement is fulfilled.

¢ A finding that the member or participant did not receive a retirement incentive or any
financial inducement to retire from any public employer.

¢ A finding that, by ret1r1ng, the member or participant did not create the vacancy the
member or participant is now filling,

When applying for the separation-from-service requirement exemption, the superintendent, the
county superintendent of schools or the chief executive officer of a community college must
complete the Request for Separation-from-Service Requirement Exemption (SR 1897) form,
which is available in “Reference Items” on the Secure Employer Website, CalSTRS must receive
this form and the aforementioned resolution indicating the above information to substantiate the
eligibility of the retired CalSTRS member or participant for the exemption before the member or
participant begins performing service under the exemption. CalSTRS must notify the employer
and the retired CalSTRS member or participant within 30 days of receiving the resolution and all
required documentation whether the service performed will be subject to or exempt from the
180-calendar day separation-from-service requirement.

If the separation-from-service requirement exemption is approved, the retired CalSTRS member
or participant will only be exempt from the separation-from-service requirement. Any carnings
during the 180-calendar day period will still be subject to the annual postretirement ecarnings
limit. In order to be exempt from the annual postretirement earnings limit, a separate exemption
request would need to be submitted by the employer and approved by CalSTRS.

Education Code sections 24214.5 and 26812 clarify what constitutes a “financial inducement to
retire” that would prohibit a retired CalSTRS member or participant from being eligible for an
exemption from the separation-from-service requirement.

Classified Position Restrictions 7
Education Code section 45134 precludes retired Cal!STRS members from employment in
classified positions in the California public school system. However, this section is outside of the
Teachers’ Retirement Law and therefore outside the purview of CalSTRS.

Retired CalPERS Postretirement Employment Restrictions

If the employee is a CalSTRS and CalPERS member, please ask the employee to contact
CalPERS at 888-225-7377 to determine the impact that returning to work would have on his or
her CalPERS benefit.

Retirement Incentive Restrictions

Members who retired with a CalSTRS retirement incentive under Education Code section 22714
will lose the increased service credit atiributable to the retirement incentive if they return to
employment in any job, including substitute teaching, within five years of receiving the incentive
with the school district, community college district or county office of education that granted the
retirement incentive. Education Code section 22461 requires the employer to notify retired
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members of the employment restrictions in Education Code section 22714 upon retaining their
services.

Employer Requirements for Notification of Postretirement Farnings and Employment
Restrictions, and Required Reporting of Postretirement Earnings

Upon retaining the services of a retired CalSTRS member, Education Code section 22461
requires employers to notify that member of earnings limitations and employment restrictions for
those who receive retirement incentives, regardless of whether the retired member performs the
services as an employee of the employer, an employee of a third party or an independent
contractor. Employers must also report the retired member’s earnings to CalSTRS each month.
All postretirement earnings must be reported with Member Code 2 and Assignment Code 61.

CalSTRS Postretirement Excess Earnings Notification Process

CalSTRS sends an Initial Postretirement Earnings Lefter to the member when postretirement
earnings are initially reported by the employer. The Initial Posiretirement Earnings Letter
informs the member of the current earnings limit and describes what occurs if the limit is
exceeded. When the employer reports postretirement earnings equal to one-half of the annual
postretirement earnings limit, CalSTRS sends a second letter, the Postretirement Earnings Mid-
Limit Letter, notifying the member of the dollar amount reported to date and reminding the
member of the consequences of exceeding the earnings limit.

When a member cither violates the 180-calendar day separation-from-service requirement or
exceeds the annual earnings limit, CalSTRS sends the member another letter notifying him or her
that the excess earnings will be withheld from his or her monthly retirement benefit. CalSTRS
gives at least a 30-day notice before commencing collection. If the earnings were reported to
CalSTRS in error by a member’s employer, the employer is responsible for correcting the
previous reporting and notifying CalSTRS that corrected contribution lines were submitted.

Application and Amount of the 2017 Disability Retirement Earnings Limit

The disability retirement earnings limit for the 2017 calendar year is $29,550. The limit applies
to all earnings regardless of whether the member is self-employed or employed in any capacity
in either the public or private sector. The limit is adjusted annually by the Teachers’ Retirement
Board, if necessary, by the amount of change in the California Consumer Price Index.

Application and Amount of the 201617 and 2017--18 Disability Allowance Earnings Timit

The disability allowance earnings limit for the 2016-17 and 2017-18 fiscal years is calculated
individually for each member based on the member’s indexed final compensation amount.
Members receiving a disability allowance benefit are also subject to individual monthly and
continuous six-month earnings limits based on the member’s indexed final compensation. The
various limits apply to all earnings regardless of whether the member is self-employed or -
employed in any capacity in either the public or private sector.




EMPLOYER DIRECTIVE 2017-03
March 9, 2017
Page 7 of 8

SUMMARY OF REQUIRED ACTIONS

In accordance with Education Code section 22461, upon retaining the services of a retired
member either as an employee of an employer, an employee of a third party or as an independent
contractor within the California public school system, the employer is required to:
+ Notify the retired member of all earnings limits and also the retirement incentive
employment restrictions, if applicable.
« Maintain accurate records of the retired member’s earnings.
o Report those earnings to the retired member and to CalSTRS monthly, using Member
Code 2 and Assignment Code 61, regardless of the method of payment or the fund from
which the payments were made,

To learn more about postretirement limitations, please visit CalSTRS.com/general-
information/working-after-retirement. If you have questions regarding the postretirement
earnings limit, contact Postretirement by email at postretirement(@calstrs.com or leave a
voicemail at 916-414-5967.




2

-A1o1e1edos suondmaxe mpoq x0f Ajdde 1smm

Iodordime ot ‘suonEINI] T304 WIOL JOqUouE e 3dwoxe o, 1nul] S3uie
Justweinonsod [enuue aup 01 1990qNS 0 [[US [[IAM JIQUUSI PaIIad 2 I,
Jusmarmbal asaTes-mog-uoneredas oy 01 sorpdde A[wo uondmaxa smyJ,

L10T °1 A 3o se eaneiedon swosaq [ Tondumxa s, “Ajoiemdas
suondmaxa qroq 103 Ajdde jsum refojduwre o) ‘STonelITI] J10q THOL Rqustt & 1duwaxs
o] uswamber ao1A RSOy -uoneredss o 01 193[gNs 99 [[US [[LA ISQUISTT PAISI 91
‘apqeondde y1 ran sSurures matremeansod [enuue o 01 Ao serjdde mondmaxs STy,

SUCTILNSIY
[EUODIPPY

pue nondwoxg
J0 uonendxy

*BUI[[L] /00 ST ISQUUATE S1f) AJTRIEA ST} 218210 JOU PIp JAQUUSTE 3UT, e
"TeAodma ofqnd Ane Wog 2INaI O} JUSWIINpUl
[EIoURU AUR JO SATIUIOUL JUSTISIAST B DAIS0T 10U PIP IDqUISW 9G] e
PRI ST
WwetEsaNbaI sotAs-woI-zoneedos ABp IEPUS[EO-OR] S SI0Jq
uonisod popast A[[RONUD ® [T OF Papesu st justmuiodde oy e
Juatmfordme ay) Jo a1jeu oYY e

-JoAo(dms o1pqnd Ate oIy 2191 OF

JOAUIASNPUT [BIOUBTL AUB 10 SAHUSOUT JUSWSINRI B SAIS0QI 10U PIP IOqUISTI 21T,
‘paTIeS ST UORESTSdmoD Tenm (79 8% ‘sraquuat

79 1¥ 94,7 10T ‘09 25e ‘SIoquEsT ()9 1B 94,7 I0]) 288 paInal [BULIOU g 1SNy

. uonsed 1By 107

pred ATJuaLIno ST 30 PASILIGADE 5B 1BTM PR00X0 J0U soop pred Juiaq Areres oy,
"IEISTEDI PINOM.

Ol JOQUUSTT PaIlial B oI Of LIOHe [ie] poos B opew Ajromne Suguiodde sy,
‘patmrodde oq of o[qeTEAR SEm tosIad

“JuetuaIrnbax 201 1as-toIy-nogeIedas TOT)BJUITMOO(]
Aep Iupue[eo-gg] o wop uondiioxe Ue Yoos O] JUSUI OfL PoUIeNDh OU pUB SIOQUISUI SATIOBTI IO SATIOR 0} PISTHSAPR Sem HonIsod 21 e pammbsy
:SUIAA0T[O] o) ATT0odS ISNWI TONN[OSAT 27 ey Agtieo s Ajuomine Surpnodde sy [EUOHIPPY
(2681 ¥S) (#9710 ¥S) | W0 SYLSIED
ULIO] uONGUIaXT JUPUAAINDY 2010485104~ tonindas 10f 1sonbay TLIO] ©OfI Ui JiuilT SSUIHADT TUIURLDLISOJ 40f 15onbay pormbsy
SyiTyes vITPTS | SPOD monEINpy
“STOTRPUITIHORT
(SICUISAOL) JO PIROL ST YItm ATdUI00 01 S[IR] 18T} 10 ANTIQR]S [BOSTY QASIOE
01 STIEBJ 381} 10TUSIP 950[[00 ANUIIIITUOD B J0F 99151u) [erdads © se s9327]0))
AJTUENWITIO,) BIUKOJI[R)) 21 JO SIOUI2A0N) Jo pIrog o3 AqQ justrpmoddy e
"100T 30 10V purag Yo PID ON [BIeps)
(29 oFe “S10quIDUI 27} ISpUN OO SANSSIIOD I0] PAGNURPT U2 $8Y 1801 AJUaSe [RIONRINPS [RI0]
79 18 947 10] ‘00 95e ‘SIdqISW (9 1B 947 10f) 98¢ JUOWINL [BULOU © 303 JOAI909T B JO 391STLL B S8 UOHEINPT JO preog S1els oy Aq jwawijuioddy e
PoyoRaI SBI] 9Us 10 9y JT A[uo wonduaxs Sup FOf Ajfenb wed IDqUIoW Y "(S)1eaA [0Sty nrenbasqns 1)
: I0 122K [BOSI] S1f JO IDPUIRIISI S J0T SEOTRSIQO [RISURHIT ST 1991 O) S]qRUn
wondmaxs ST I9PUN SITAISS S[RIIPSID oq T[4 IO ABTE BT} JO 195PTq SIT 9STAST JSTIUT R} IOLISIP [00Yos & J0] Wodxo
WHHMEOMHQQ Wﬂﬁmvn— HU@E@.E Da O.Homoﬁ @OH&”O@.& Qﬁ— ISt ﬂOﬁH&OmD.H ﬁUm@ IO hm.wﬁ.rﬁ.m Hmowm B SB w~OO.£Um ,%O Hﬁwﬁﬁvu\ﬁmh@&ﬁm %wﬁ.ﬂou B %Q. HQDEHEO&M\ »
o] TUORMOSAI B UI pajooyjel se Supeow orngnd e wr 1okojdme o Juowoodde AouaSIows ue pasiear Se 1B 10LISID [000s
Jo Apoq Sururoaod o1 £q paaoidde wsaqg seq jer uonisod v 0} Ioquuawt | B JOJ SQJSIE B St UONONYSU] S[qn  JO JuspuajuLadng a1els o Aq jueunutoddy e
e qurodde 1snm rofordmo oy ‘mopdmoxe s JoJ AJienb o) Iepro Uy adwexs are sywswmurodde ogroads mog s[rElR(
ywwsambay dnIeg-moig-tonrredsg o) woay wonduwaxy S[00YJS PIsS3.OSI( Ul SULLI0AN 10] UORdmaxy M0.LTEN
4sanbar uopduwaxa o) Surduap g0 SJuiaoxdde safopdus

197 o srj pue Juedpnied 1o Joquuam 211 0] 13119 € SPUAS SHLSIED) ‘Mol sy Supordmes xoyv “eacadde S1.S1ED) 03 399[qns s1 nonduraxa ug J0] UONBIGIEN) o
*IDTAISS SUIGI( TIGWIITH PIINII 3] 310Jaq SULSIED Aq PIAIDII 3 ISNTI UOTBIUIWNIOP PAIMDII [ewonIppe (INV SUI10] uondmaxy e

X1 eI uopdmaxy Jrmr | SSUruIgf JUdudINdI)Sog

830 8 93eg
L10T ‘6 YoreN
€0-L10T HALLDHEIA FHAOTdNE



