KENTUCKY RETIREMENT SYSTEMS

HB 313 (00 RS BR 1441) ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
KRS 61.592(3)(c) shall be amended to provide that effective August 1, 2000, the Department of Corrections shall pay 70% of the actuarial cost as determined by the system to convert nonhazardous service earned prior to July 13, 1990 to hazardous service for employees working in hazardous duty positions in state adult institutions, based on the following conditions:


In order to qualify for the conversion payment by the department, the employee must be working in a hazardous duty position, as defined in KRS 61.592 (1), within a state adult institution as listed in KRS 197.010 and the employee's nonhazardous service prior to July 13, 1990, must have been in a position in a state adult institution that after July 13, 1990, was included in the definition of hazardous as defined in KRS 61.592(1).


In order to be eligible for the conversion payment by the Department of Corrections, a qualified employee must pay thirty percent (30%) of the conversion cost determined by the system. If the employee does not make the payment, the service prior to hazardous coverage shall remain nonhazardous.


A qualified employee shall be eligible to convert, and the department responsible to pay for, only the amount of time that when added to the employee's amount of hazardous service at the time of the conversion equals twenty (20) years. Any nonconverted time in excess of this amount may be converted as described in KRS 61.592(3)(c)(1).


Qualified employees that have previously paid for the conversion of qualified nonhazardous service to hazardous service shall be entitled to be reimbursed by the department for seventy percent (70%) of the amount paid if the employee paid one hundred percent (100%) of the cost or an equitable ratio if less than one hundred percent (100%).


Payments made by the department under this paragraph shall be deposited to the retirement allowance account of the system and these funds shall not be considered accumulated contributions to the individual member. Payments made by the employee under this paragraph shall not be picked up by the employer as described in KRS 61.560(4).

II. COMMENTS RELATIVE TO PROPOSED REVISION
This proposal deals with how conversion of prior service from nonhazardous to hazardous coverage will be funded.  As long as the actuarial cost is paid in full, it does not matter to the system whether that is funded by the agency, the member, or a combination of the two.

However, to the extent that this additional hazardous service credit advances the payment of post retirement medical premium benefits, then there could be some added cost to the system.  Total service is unaffected, but the split between hazardous and nonhazardous service is affected.  Given the more generous medical premium benefit under the hazardous coverage, a switch of service credit from nonhazardous to hazardous could increase overall medical premium liability.  This potential for increase in the overall medical premium liability is not normally anticipated in the computation of the service purchase cost.

Since the individuals covered by this proposal are already covered as hazardous duty positions, there is no further consideration as to the appropriateness of the job positions in question being covered as hazardous duty positions. 

III. ESTIMATED IMPACT ON FUNDING COSTS

No cost impact, with the possible exception of impact on ultimate medical premium liability cost, but actual impact cannot be determined from available information

IV. ACTUARIAL CERTIFICATION

Calculations of the estimated cost impact as summarized in Section III have been based on the same actuarial assumptions and methods as used in the June 30, 1999 actuarial valuation, unless otherwise stated. This statement is intended to provide an estimate of the cost impact of proposed revisions noted in Section I, and does not necessarily address the appropriateness of making such revision.
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