
言霊轟磐蒜t血S and insurance

Date:　　　　March 7, 2018

Su匂ect:　　HB 2448; Moving State Correctional O範cers to KP&F

HB 2448 as amended would make the Kansas Departmeut of Corrections an eligible empIoyer

and a節Iiate with也e Kanas Police and Firemen’s (KP&F) retire皿ent system on January l , 201 9

and any αsecurity o節cer" who is employed by the Depart皿ent of Corrections would be emolled

as a KP&F member for all future service. HB 2448 also establishes the definition of “security

o触cer.,,

For all service time prior to January l, 2019, members would keep the KPERS bene批that they

had eamed. The member would able to use their prior years of service for purposes of vesting and

retirement eligibility. At retirement, the member would have a single宜nal average salary

calculation and would receive a monthly bene紐for血eir KPERS service and a monthly benefit

for their KP&F service.

The House Committee on Financial Insti血tions and Pensions amended the bill by:

・ Changing the a前Iiation date for the Department of Correctious from July l, 2018 to

January 1 2019;

・ Updating thejob classifications that are included in the bill as “security o節cers” to

reflect more current information; and

・ In some cases amember could be eligibleto retire under KP&F but not yet met the

requirements for KPERS retirement・ The Committee amended HB 2448 to allow security

O飾cers to retire from KPERS when they are eligible to retire under KP&F.

The House Committee ofthe Whole made a technical anendment to HB 2448 and passed the bill

l13-9.

Current bene節t provisions

Currently, the adult corrections positions are covered in either Correctious Group A (C55) or

Correctious Group B (C60)・ Juvenile corrections positions, tO the extent血ose job classi五cations

Still exist, are in regular KPERS.

C55 and C60 use the sane bene創fomula as regular KPERS (final average salary x years of

Service x l.85%) but they have different requirements for nomal retirement・ For a11 members

Since2009:

・ C55 members are eligible for細、I rdrement at age 55 with lO years ofservice

・ C60 members are eligible for餌I re血ement at nge 60 with lO years ofservice

・ KPERS members are eligible for fu11 retirement at age 65 with 5 years ofservice or age

60 with 30 years ofservice.
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Because there is no increase in血e uIrfunded actunial lial)ility but血ere is additional KP&F

payro11, the urfunded actuarial liabildy甲AL) contrib血on rate for KP&F dec血es. The decline

in the UAL paymeut rate is larger than the corresponding inorease in the nomal cost rate so the

net impact is a decline in the KP&F unifom contribution rate from 20.05% to 18.82% for State

employers, e舐3ctive July l, 2018.

Based on the data provided by the Department of CoITeCtions and using the 12/3 1/20 1 6 actuarial

valuation, HB 2448 is prQjected to increase employer contrib血ous from the Depa巾ment of

Corrections by $5.6 mi11ion in FY 2019, This increase is partially off;et by decrease in the

empIoyer contributious at other state KP&F agencies totaling about $566,000, reS山ting in a net

increase of$5.O million in KP&F empIoyer con正butions from state agencies in FY 2019. This

reflects the full fiscal year cost est血ate for the state. With a Januarv L 2019 effective date` the

cost would be:酬・

The decline in the unifom rate also a節ect local KP&F empIoyers. The unifom rate local

empIoyers would a挿ect CY 20 1 9 and would reduce the local KP&F empIoyer ∞血ibution rate

缶om 22.13% to 20.5 1%. Applied to the prqject KP&F payroll for CY 2019, the di餓3rential totals

about $7.9 mi11ion less in tota1 1ocal KP&F contributions.

After the transfer, nO further contributious to KPERS would be made on behalf ofthe Correctious

empIoyees covered by KP&F. However’Vested KPERS members who trausfer to KP&F wo山d

remain eligible for a KPERE benefit based on the service accrued prior to the trausfer. The

trausfer of the Corrections members to KP&F has a very small impact on the KPERS State

unfunded actuaria=iability (a decrease of around $ 17 million). Therefore, any reSidual ur血mded

actuarial liab班ty in KPERS for the trausfer group wi11 remain in KP巳RS, and the costs of

amortizing any unfunded actuaria1 1iability for血at group would be spread over血e remaining

KPERS State payro11. Since也e total covered payroll ofthe State/School group declines by 2.2%

as a result of血e transfer, the State/School actuarial contribution rate increases by O.22%. W皿e

the con正bution rate for KPERS state agency employers may mcrease by O.22%, the rate would

apply to a lower total State payroll, Which results in a minimal di節erence in the total State

contributions to KPER_S. However, because ofthe statutory coutribution rate cap, any mCreaSe

WOuld not be reflected in empIoyer contributious immediately.

I would be happy to respond to any questions the Commi請ee may have regarding HB 2448"

Attachment



A11 ofthese groups have a 6% empIoyee contrib血on rate and the empIoyer contributes the

State/School rate (14.41% in FY 2019)・

KP&F benefits

KP&F is similar to KPERS in basic plan design structure, but many ofthe plan design elements

are diffもrent.

・ The bene節fomula is the sane, but the final average salary is calculated diiferently and

the multiplier is 2.5% instead of l.85%.

・ EmpIoyee contributions are slightly higher in KP&F at 7.15%

・ The employer contribution rate is the full a.ctuarial rate (20.56% in FY 2019)・ The vesting

requlrement for KP&F is 15 years ofservlCe.

・ Nomal retirement for KP&F is age 50 with 25 years ofservice, age 55 with 20 years of

SerVice, Or age 60 with 15 years ofservice.

Because ofthe higher multiplier, the KP&F plan design will yield a higher benefit than KPERS

or KPERS Correctional. KP&F also has a vesting period that is three times Ionger血an KPERS.

As an example, ifa person works a 30-year Career and has a final average salary of$40,000, their

maximun amual is very different:

A more detailed comparison of KPERS, KPERS Correctional and KP&F is attached to this

memorandum.

Actuarial costs

KPERS ’consulting actuary completed a cost study using data provided by the Depa同調e血of

Corrections to esti皿ate the actuarial cost and empIoyer contributions ifthose members are moved

toKP&F.

Moving皿s group of Corrections empIoyees to KP&F for future service increases the overall

KP&F nomal cost rate due to血e entry age ofthe Corrections empIoyees in the group 0heir

Current attained age). However, aS neW hires replace current Corrections empIoyees, the nomal

COSt rate is expected to gradually decline. Since the Correctious empIoyees are movmg tO KP&F

for future service only, there is no increase in the unflmded actuarial liability for KP&F.
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