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FROM: Jack Ehnes
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SUBJECT:  Employer Directive 2012-01
Supersedes Employer Di
Earnings Limit and Legi§lati
Calendar Years

e -
nges for the 2012-13 Fiscal and 2012

PURPOSE:
This employer directive isd

ner retired CalSTRS members who are under age 60.

n hiring retired CalSTRS members who received a retirement incentive

TRS.

ictions on hiring retired CalSTRS members in classified positions.

rements for employers to inform retired CalSTRS members performing

ditable service about the annual earnings limit and to report post-retirement
earnings to CalSTRS.

e The post-retirement excess earnings notification process.

o Service retirement postretirement earnings limit exemptions are ending June 30, 2012.

« Examples of financial consequences of exceeding the earnings limit.

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”) to perform creditable service.

DISCUSSION:

2011-2012 Postretirement Earnings Limit
The post-retirement earnings limit for the 2012-13 fiscal year nged from the
2011-12 fiscal year at $31,020. The limit applies to earni the California
public school system only. The limit is adjusted annually b achers” Retirement Board,
if necessary, and is based on the average salary of DB P,

2012 Disability Retirement Earnings Limit

The disability retirement earnings limit for
applies to all earnings regardless of wheth
sectors. The limit is adjusted annually by_iag
amount of change in the California Co

ar year is $27,000. The limit
nings from the public or private

earnings in the public
compensation amount.

jth Coverage A are subject to a monthly earnings limit and
a continuous six- ar i

mit.

utes of 2011 (SB 3490—Negrete McCleod), DB retirees with Cash

Balance it Program accounts will no longer be able to contribute to their CB
acc ng a DB retiree does not mean that their CB account is closed, it does
mdan account can no longer accept contributions. If a retiree is employed in a

positron thaycontributes to Cash Balance, those earnings will now be reported to CalSTRS as
postre nt earnings and not added to the CB account Cash Balance contributions
submitted by employers for a DB retiree will not be accepted. If you try to report CB
contributions for DB retirees, the file will not be accepted by CalSTRS and it will need to be
corrected before submission. All earnings from CalSTRS-covered employment are subject to
the Postretirement Earnings limit.



Please Refer to Employer Directive 2012-05
EMPLOYER DIRECTIVE 2012-01
February 8, 2012
Page 3 of 9

Application of Earnings Limit

Section 24214 imposes limitations on any retired CalSTRS member who returns to work and
performs activities specified in Section 22119.5 as either an employee of an employer, an
employee of a third party, or as an independent contractor within the California public school
system.

Restriction for Retired CalSTRS Members who are Under Age 60

Pursuant to Section 24214.5, retired CalSTRS members who are under age 60 and have been
retired for less than six months will be subject to a restriction if tf eturn to CalSTRS-
covered employment during that time. If the retired member reg

period, CalSTRS will reduce his or her retirement benefit dohlar<g :

equal to his or her earnings. This law does not allow e igns. 8" restriction is in
addition to the annual earnings limit. Any amount the r member receives

while under age 60 will also count against the annua earnings limit for the
appropriate fiscal year.

by an amount

Retirement Incentive Restrictions
A member who retired with a CalSTRS retir
increased retirement benefit attributable
any capacity, including in permissible

the school district, community coll i

nt Excess Earnings Notification Process

If a rétm@@ CalSTRS member earns compensation in excess of the earnings limit as an
employee of an employer, an employee of a third party, or as an independent contractor
within the California public school system, Section 24214(g) requires CalSTRS to reduce the
member’s retirement benefit dollar-for-dollar by the amount of compensation that exceeds the
earnings limit until the amount withheld equals the excess earnings up to a maximum of the
member’s annual retirement benefit.
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CalSTRS sends two notifications to the retired member. The first notification is sent when
post-retirement earnings are initially reported by the employer. The letter is the Initial
Postretirement Earnings Letter (SR 1369.1) and states the current earnings limit and what
will occur if it is exceeded. When the employer reports post-retirement earnings equal to one-
half of the earnings limit, CalSTRS sends a second letter, called the Postretirement Earnings
Mid-Limit Letter (SR 1369.2), notifying the member of the dollar amount reported to date,
and reminding the member of the consequences of exceeding the earnings limit.

24216, 24216.5 or 24216.6. Exemption requests
received by CalSTRS no later than June 30 of

Employers can assist retired members

e Inform the member of the current
may qualify for a CalSTRS ey€mphi

o Determine whether the mei@ Ssaconsecutive 12-month break from CalSTRS-covered
service. If so, the mempgr is € pt from the earnings limit through June 30, 2012.

i etirement earnings limit exemption, file it before, or as

alSTRS by June 30, 2012. CalSTRS will notify both the employer
in writing if the exemption request is granted or denied.
ith tracking his or her earnings so he or she does not exceed the limit.

nt Earnings Limit Exemptions Ending June 30, 2012

ALL EXEMPTIONS TO THE POSTRETIREMENT EARNINGS LIMIT WILL END
JUNE 30, 2012. This applies to all members, regardless of their retirement date. These
exemptions include: Direct Classroom and Remedial Exemption, Emergency Exemption,
Limited-Term Appointment or Assignment Exemption, and the 12-Month Break Exemption.

With exemptions no longer available starting with the 2012-13 fiscal year, all retired members
will be restricted by the annual postretirement earnings limit. For members receiving a
disability benefit, the limit applies to all employment. For members receiving a service
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retirement benefit, the postretirement earnings limits apply only to CalSTRS-covered
employment.

Examples of Financial Consequences of Exceeding the Earnings Limit
Below are three scenarios of retired CalSTRS members who have exceeded one or both of the
earnings limits.

EXAMPLE I:
Mrs. Smith, age 62, retires June 30, 2010. She returns to employmg
school system 14 months later on September 1, 2011 as a retir
$4,000 each month in post-retirement earnings for a total of
exempt from the earnings limit because she has a consecHii
However, she will be subject to the earnings limitatio
2012.

30, 2012. She is
break in service.

EXAMPLE II:
Mr. Jones, age 65, retires June 30, 2011. He rpgo e
the California public school system two thS¥@&ter
he earns $20,000 from District 1 andf$20

exceeds the earnings limit by $8,980 ($
earnings limit because he does
will collect the excess earning

oyment for two school districts in
eptember 1, 2011. By March 2012,
District 2, for a total of $40,000. He
- $31,020 = $8,980). He is not exempt from the
cutive 12-month break in service. CalSTRS

Ilar from his gross monthly retirement benefit.

CalSTRS will collect Jongs’ $3880 of excess earnings for fiscal year 2011-12 from his
$5,000 gross monthly re nt bgmefit as follows:

Outstanding Deduction
Monthly Earnings Net Monthly
. . From .
Benefit Limit Benefit
Monthly
Amount Overage to - Amount
Benefit
Collect
Month $5,000 $8,980 $5,000 $0
2nd Month $5,000 $3,980 $3,980 $1,020
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EXAMPLE IlI:

Ms. Garcia, age 59 and 4 months, retires June 30, 2011. She returns to employment in the
California public school system on July 1, 2011. She returns to work prior to age 60 and does
not have a six-month break in service.

Ms. Garcia earns $2,700 each month in post-retirement earnings for a of $32,400 by June
arns $16,200 in

30, 2012. During the first six months after her retirement, MsgGarcia
postretirement earnings. Because she is under age 60 at the time of rétikementiyshe is restricted
from earning any amount for the first six months after her g@tirement@laié” In addition, she

exceeds the annual earnings limit by $1,380 ($32,400 - =,$1,380). CalSTRS is
required to collect $17,580 ($16,200 + $1,380 = $17,58Q

w

CalSTRS will collect the $17,580 of excess earnings
retirement benefit as follows:

7,000 gross monthly

Deduction Net Monthly
From )
Benefit
Monthly
Benefit Amount
Collect
1st Month $17,580 $7,000 $0
2n 0 $7,000 $10,580 $7,000 $0
th $7,000 $3,580 $3,580 $3,420
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ACTION

In accordance with Section 22461, upon retaining the services of a retired CalSTRS member
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:

o Notify the retired member of the earnings limit.

« Maintain accurate records of the retired member’s earnings.

e Report those earnings to the retired member and to CalSTRZ
Code 2 and Assignment Code 61, regardless of the metho
which the payments were made.

If you have questions regarding the post-retirement earnin

or call 800-228-5453 to speak with a Customer Servic r

postretirement limitations, please visit CalSTRS,

“Working After Retirement.”
Attachment @

using Member
the fund from

" please’visit CalSTRS.com
ie. To learn more about
mbers” and then click
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The last date an employer can submit exemption forms and documentation to CalSTRS is .
fective date of retirement is ineligible for

A member receiving a CalSTRS Retirement Incentive who has not been retired for o
an emergency employment exemption.
A member receiving additional service credit under Education Code Section 22715
Qualification for all earnings limit exemptions is subject to CalSTRS appro

the exemption request.

There are no exemptions for any service performed after June 30, 20

i®ineligible for an exemption.
s a letter to a member approving or denying

Exemption Required Form Eligibility Education Code
12-Month Break No Form Required No creditable serfice ed'for at least 12 consecutive months after the Education Code
most recent kgt Section 24214(e)
K-12 Direct Instruction | Form SR0126 o Effe ent on or before January 1, 2009. Education Code
and Teacher Support e EmPle school district for: Section 24216.5
Direct Classroom/ -12 direct classroom instruction.
Remedial Exemption ecial education program instruction and pupil services.
form 0 gEnglish language learner program pupil instruction.
ment to support these programs:
0 Alternative certification
0 School Paraprofessional Teacher Training Program
o0 Individuals completing student teaching assignments
0 Beginning Teacher Support and Assessment Program.
Exemption Certification o Effective date of retirement on or before January 1, 2009. Education Code
for Classroom/ e Employment in direct remedial instruction for grades 2-12: Section 24216.6
Remedial Education o Before school
o After school
0 Intersession
0 Summer school
o Combination of above
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Exemption

Required Form

Eligibility

Education Code

Exemption Certification
for Emergency
Employment of Retired
Member

Form SR0165

Exemption Certification
for Emergency
Employment of Retired
Member

meeting.
e Recruitment to perm
several months.

e Vacancyis
exemption.

Education Code
Section 24216

Exemption Certification
for Limited-Term
Appointment/
Assignment of a Retired
Member

Form SR0164

Exemption Certification
for Limited-Term
Appointment/
Assignment of a Retire
Member

0 Trustee under the High Priority Schools Grant Program
e Member assigned by:
o0 County superintendent of schools as a fiscal advisor, fiscal expert
or as a member of the Fiscal Crisis and Management Assistance
Team.

Trustee under the Local Education Agency Intervention provisions.

Education Code
Section 24216






