KENTUCKY RETIREMENT SYSTEMS

06 RS BR 114 ACTUARIAL COST ANALYSIS

HB 154 GA

I.
PROPOSED REVISION

The bill would provide that any state employee who transferred to a position governed by KRS Chapter 164 on July 1, 1998, but subsequently transferred or was reemployed in a position governed by KRS Chapter 18A or 151B shall have all records, including accumulated sick leave and months of service credit balances used to calculate annual and sick leave accrual rates, transferred to his or her respective agency account.
II.
COMMENTS RELATIVE TO PROPOSED REVISION

For retirement purposes, this proposal allows state employees who were transferred to a position governed by KRS Chapter 164 on July 1, 1998 and who were subsequently transferred back to state employment to also transfer sick leave balances.  These balances along with any additional sick leave accumulated during the employee’s career would be converted to additional months of service credit upon retirement.  In KERS, the cost of the first six months of sick leave service credit is included in the employer contribution rate.  Consequently, the transfer of sick leave balances to a position governed by KERS could increase plan liabilities.  

III.
ESTIMATED IMPACT ON FUNDING COSTS

Due to the minor number of individuals affected by this bill no significant cost impact is anticipated from the proposed changes.

IV.
ACTUARIAL CERTIFICATION

Calculations of the estimated cost impact as summarized in Section III have been based on the same data, actuarial assumptions, methods and plan provisions used in the June 30, 2005 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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January 12, 2006

Mr. Joe Hutchison 

Deputy Executive Secretary 

Kentucky Teachers' Retirement System 

479 Versailles Road 

Frankfort, KY 40601‑3800

Actuarial Impact ‑ 06 RS HB 154/GA



06 RS BR 114

Dear Joe:

We have prepared an actuarial analysis of the impact of 06 RS FM 154/HCS on the Kentucky Teachers' Retirement System.

Effective July 1, 1998 most of the employees holding educator positions that worked for the Cabinet for Workforce Development were transferred to the Kentucky Community and Technical College System (KCTCS) due to a statutory amendment. The statute required that the names of the employees so transferred be removed from the roster of state employees. All of the employees' leave balances and longevity were transferred from Workforce Development to KCTCS.

Subsequent to the mandated transfer, some of the transferred employees have left KCTCS and returned to work under Workforce Development (Chapter 151B) or state government (Chapter 18A). The state's Department of Personnel has taken the position that the leave balances and longevity for KCTCS employees returning to Workforce Development or state government cannot be transferred to their current agency. Therefore, those employees will not have the total amount of sick leave accumulated throughout their working career available to count as service credit for retirement purposes. In addition, KCTCS longevity does not transfer to state government. When a state employee or Workforce Development employee has worked for ten years they have ten days added to their sick leave balance with another ten days added when they have worked twenty years. Since the longevity earned under KCTCS does not transfer for employees returning to Workforce Development or state government, these employees are not receiving additional sick days that are received by career Workforce Development and state government employees.
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Section I of the bill, if enacted in its current form, would require accumulated sick leave balances and longevity earned under KCTCS to transfer to the Cabinet for Workforce Development.

Section 2 of the bill would require KCTCS sick leave balances and longevity to transfer for state government employees. The Teachers' Retirement System would only be affected by employees transferring back to the Workforce Development Cabinet in positions that contribute to KTRS. It is our understanding that there are only about six of those positions left in Workforce Development. If the additional sick leave is transferred, it cannot be used to qualify a member for retirement. The leave would be only used to calculate a retirement benefit, and the cost for the additional benefit is billed to the last employing agency by charging the agency full actuarial cost.

Section 3 of the bill would allow employees of Kentucky Retirement Systems to participate in the state's sick leave sharing program.

Section 4 of the bill would allow employees of Kentucky Retirement Systems to participate in the state's work‑related incentive programs.

Although KTRS has no way to determine the number of members that would be affected by the provisions of 06 RS HB 154/11CS, the actuarial cost of 06 RS HB 154/HCS would be negligible.

If you have any questions, please do not hesitate to contact us.

Sincerely,

Edward A. Macdonald, ASA, FCA, MAAA 

President
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