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GUI DUGE.l, JUDGE: Kentucky Retirenment Systens (hereinafter “the
Systens”) appeals froman order of the Franklin G rcuit Court
that granted Nancy Heavrin' s appeal froman admnistrative
proceedi ng and overrul ed the Systens’s final order. |In doing
so, the circuit court determ ned that the Systens’s final order
denyi ng Heavrin' s appeal and adopting the Systens’s hearing
officer’s recormended order should be reversed. The effect of
this order is that Heavrin will be permitted to purchase five
years of non-qualified service credit at a price reflective of
her actual salary and the Systens nust refund any excess paynent

made by her, plus interest. W affirm



The facts of this case are not in serious dispute;
however, the interpretation of the applicable statute is. The
facts disclose that at the tinme of her request to purchase the
non-qualified service credit, Heavrin was enpl oyed by the O dham
County Health Departnent with twenty years of service in the
Systens. Wile enployed with the Health Departnent, Heavrin
wor ked ei ght hour days, three days per week. Her rate of pay
was $25.26 per hour. The Systens requested witten verification
fromthe Health Departnent as to Heavrin's specific rate of pay
and regular hours worked. In reply, the Heal th Depart nent
verified that as of August 30, 1999, Heavrin' s rate of pay was
$25. 26 per hour and that she worked 24.5 hours per week. Based
upon this information, the Systens cal cul ated that Heavrin coul d
purchase the five years of non-qualified service credit for
$18,041. 70. The purchase anpbunt was based upon an annual sal ary
of $31,813.94 per year. It appears that the annual salary was
calculated in the followi ng manner: $25.26 x 8 hours per day x
3 days per week x 52 weeks per year. Heavrin purchased the five
extra years of service on Septenber 6, 1999.

Fol |l owi ng an audit of her account, Heavrin was
notified by the Systens that her final conpensation had been
erroneously determned and that to purchase the service tine
woul d cost her a total of $26,202.10. This resulted in her

owi ng an additional $8,160.40. According to the Systens, the
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audit reveal ed that the cost to purchase the service tinme should
have been based on her working full-time not part-tine. As
such, her annual salary was determ ned to be $52,540.50 ($25.26
X 8 hours per day x 260 days) and not her actual salary of
$31,813.94. Heavrin contested the method of determ ning her
annual salary but paid the additional anmount allegedly owed and
subsequently retired.

Heavrin continued to contest the additional funds paid
and the matter was set for a hearing before Paul F. Fauri, a
hearing officer wwth the Systens. Follow ng discovery and
briefing of the issues, the parties agreed to forego an
evidentiary hearing and subnmitted the nmatter to Fauri. On
Septenber 5, 2000, Fauri filed his report and recomended order.
Fauri determned that the Systens had followed all applicable
statutes and regul ati ons and upheld the Systens’s cal cul ati on of
Heavrin's annual salary and total cost to purchase the
additional service. Heavrin filed exceptions to the finding and
order, which were dismssed in a letter fromthe Deputy
Conmi ssi oner of Benefit Services, WIlliamP. Hanes, on Cctober
13, 2000.

Heavrin next filed a petition for judicial reviewin
the Franklin Circuit Court. On May 16, 2001, Judge Roger L
Crittenden entered an opi nion and order which granted Heavrin's

petition and ordered “the Systens to cal cul ate the appropriate
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pur chase price based upon a 52 week conversion rate.” 1In his
order the Franklin Crcuit Judge reviewed KRS 61.510(15) and
determ ned that Heavrin's annual salary was actually $32,181. 24,
not the $52,540.80 the Systens had determ ned. The court
st at ed:

K.RS. 61.510([15]) provides:

[t]he foll ow ng equival ents shal
be used to convert the rate to an
annual rate: two thousand eighty
(2,080) hours for eight (8) hour
wor kdays, nineteen hundred fifty
(1, 950) hours for seven and one-
half (7 Y3 hour workdays, two
hundred sixty (260) days, fifty-
two (52) weeks, twelve (12)

nont hs, one (1) year.

The Respondent’s application of the
statute authorized and nmandated the
annual i zing of the Petitioner’s hourly rate
resulting in a calculation derived froma
yearly salary of $52,540.80, a significantly
| arger anmount than Heavrin's actual yearly
salary of $32,181.24. This calculation is
illogical because its basis does not
contenplate the Petitioner’s actua
earnings. In the interest of fairness, the
Systens nust base its cal culations on the
actual earnings of Heavrin by using a 52
week conversion rate. K R S. 61.510([15])
explicitly provides the Systens several
alternative conversion rates permtting them
the ability to maxi m ze the purchase price
for non-qualified service credit based upon
a client’s actual inconme rather than
specul ati ve unearned incone. The integrity
of KRS 61.510([15]) will not be
j eopardi zed under the present circunstances,
given the fact Heavrin has retired and does
not seek enploynment at a forty hour a week
position. In this particular instance it
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was appropriate to use the 52 week standard

as provided in KRS, 61.510([15]) to

formul ate the purchase price.

The Systens appealed fromthat order. On appeal, this
Court granted a notion to remand based upon the recently

rendered case of Baker v. Commonweal th of Kentucky, Kentucky

Retirenment Systenms, 50 S.W3d 770 (Ky.App. 2001). The Baker

case held that the Board of Trustees of the Systens had no
authority to delegate its authority to enter a final order to a
subcomm ttee of the Board, at |east not where the subcommittee
constituted |l ess than a quorumof the entire Board. This Court
then held that an order signed by the subconmittee was not a
“final order from which an appeal could be taken.” See KRS
13B. 030(1); KRS 61.665(4). This Court vacated the judgnent of
the Franklin G rcuit Court and the order entered by the

Adm ni strative Appeals Cormittee of the Board of Trustees of the
Systens and renmanded the matter back to the Board of Trustees
for entry of a final decision.

On remand, the Board determ ned that an additiona
heari ng was necessary and referred the matter again to hearing
officer Fauri. Followi ng additional briefing and an evidentiary
heari ng, Fauri rendered his report and recomended order on June
14, 2002. Fauri again held that the Systens had foll owed the
| aw and properly determ ned that Heavrin’s annual salary should

be based upon her hourly rate of pay ($25.26), tinmes the hours
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wor ked per day (8), then multiplied by the 260 days reflective

of a full-time enployee (40 hours per week).! In his recomended
order, Fauri made the followi ng findings in making his

determ nati on:

The position of the Claimant in this
matter is that her actual salary was not
used in the cal cul ati on because the Systens
cal cul ated her salary at a rate of 40 hours
per week at her hourly rate of $25.26, when
in fact she was working only 24.5 hours a
week and that this was the information
provi ded by the A dham County Heal th
Departnent. The calculations result in
approxi mately a $20,000 difference. That
is, Ms. Heavrin was basically earning
$32,000 a year for her approximately 106
hours of work a nonth, but based on the
cal cul ation on a 40-hour a week basis, she
woul d be maki ng about $52,000 a year.
Qoviously, in actuality, she did not receive
t he $52, 000 sal ary, but the Systens takes
the position that this was her current rate
of pay and, as M. Gagel [an actuary]
testified and has set forth in his letter
(Exhibit 12), the Systens was obligated to
utilized (sic) the higher of the nenber’s
current rate of pay, final rate of pay, or
final conpensation in order to protect the
Retirenment Systens from possible
mani pul ati on by the nenber.

In addition, this case does not appear
to have been a manipulation in any way by
Ms. Heavrin due to the fact that, after she
recei ved her additional five years of
service, she retired as of Decenber of 1999.
There is also the fact that the purchase of
this additional tinme resulted in her being

Y1t should be noted that the Systems audited Heavrin’s account prior to this
hearing and determned it had nmade anot her cal culation error (it used the
wong rate factor) which resulted in Heavrin owing an additional $3,593.80.
Heavrin does not contest that the wong rate factor was used and this is not
an i ssue on appeal .



able to retire and not having to wait until
age 55. M. (agel, in both his testinony
and letter, indicated that Ms. Heavrin would
al so be receiving additional benefit by the
ability to retire prior to age 55. 1In his
cal cul ations, he determ ned that this val ue
woul d be approxi mately $90,000. The
assunption was made that, if she had

term nated as of Decenber 1999, she woul d
have to wait until she was age 55 to retire
and the present value as of Decenber 1999
wi t hout the purchase woul d be $22, 900 and
after the purchase was $113,800. M. GCagel
made it clear that the nethodol ogy nust
reflect the potential liability to the
Retirement Systenms. Therefore, that is why
the Systens has utilized the purchase of
service set forth for mlitary purchase by
Samuel Rosenbl oomin the March 12, 1974
letter to the Kentucky Enpl oyees Retirenent
Systens Ceneral Manager, George R Arvin.
(Exhibit 10, p. 29).

In addition to the testinony of M.
Gagel, Ms. Rebecca Stephens testified and
indicated in her testinony that the Systens
was obligated to use the cal cul ati on of
$25. 26 an hour tinmes eight hours tinmes 260
days as set forth on Exhibit 5. Basically,
the information as to Ms. Heavrin's rate of
pay was hourly and it was not provided as 5
hours per day per week, but sinply as a
total nunber of hours per week. As noted
above, Ms. Heavrin takes the position that
t he Systens shoul d have used her hourly rate
of $25.26 times 8 hours a day 3 days a week
to arrive at her weekly inconme, and nmultiply
this figure by 52 weeks to arrive at her
current rate of pay. As previously noted,
the Systens has taken the position that her
hourly rate of pay should be tines 8 hours
and then 260 days a year. This is the
result of the $20,000 difference indicated
above.

The C ai mant further argues that the
action herein by the Agency is in violation
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of Section 2 of the Kentucky Constitution,
that it fails to follow statutory
construction, and that the determnation is
arbitrary, capricious, as well as a denial

of equal protection and, therefore, the

nmet hod applied to establish the cost of the
service is unconstitutional. O course, the
Systens takes just the opposite position and
further states that it has to be actuarially
sound and nust follow the statutory nandate.

In reviewing this matter, first and
forenost, the statute which permts M.
Heavrin to purchase this non-qualified
service is KRS 61.552(26). The statute
specifically provides, after setting forth
that the enpl oyee nust have 240 nont hs of
service credit and that the service is not
ot herwi se purchasabl e under any provisions
of Chapters 16, 61 or 78 as foll ows:

The purchase price of the
retirement service credit shall be
cal cul ated and paid for based on
the full actuarial cost as
determ ned by the Systens.

[ Enphasis in original].

The Systens has determi ned that the
cal cul ati on should be based on the current
rate of pay, final rate of pay, or fina
conpensation at the tinme of the date of
pur chase, whichever is greatest. [Enphasis
in original]. Accordingly, the Systens has
performed the calculations in this matter
and determned that the Caimant’s fina
conpensati on woul d be | ess than the current
rate of pay, that her final rate of pay
woul d be |l ess than her current rate of pay,
and that her current rate of pay, as set
forth in KRS 61.510(25), would be the
menber’ s actual hourly, daily, weekly, bi-
weekly, nonthly or yearly rate of pay
converted to an annual rate as defined in
the final rate of pay.




Qobvi ously, the current rate of pay
woul d be higher than Ms. Heavrin's final
conpensation and her final rate of pay due
to the fact that her current rate of pay is
to be converted to an annual rate based on
the factors that have been set forth under
final rate of pay, KRS 61.510. Due to the
fact that Ms. Heavrin did not work a ful
wor k week, the Systens was obligated to
cal cul ate her salary on a yearly basis, not
on her actual earnings. Accordingly, while
she argues that the 24.5 hours at $25.26 is
weekly, the Systens was obligated to convert
her income into an annual current rate of
pay. Certainly, this seems harsh. [If in
fact the O dham County Heal th Departnent had
reported her inconme as working three days a
week for a total of eight hours a day, and
that she had a weekly inconme of $25.26 tines
3 times 8, and that she did not work any
nore, or could not work any nore, then that
woul d be both her final rate of pay and her
current rate of pay. However, it is clear
that her inconme was not reported this way,
and further, as set forth on Exhibit 13, it
was i ndicated that Exhibit 4 would not be
changed to reflect a weekly incone and that
Ms. Heavrin could work nore than the 100
hours a nmonth. Therefore, her incone was
reported as an hourly inconme, as Ms.

St ephens testified, and even though

cal cul ations could be nmade to attenpt to
show a weekly incone, it was not so
reported, and accordingly, the cal cul ations
for current rate of pay was based on an
hourly rate annualized on a 40-hour-a-week
basi s.

As the undersigned Hearing Oficer has
indicated in the previous Report and
Reconmended order, Ms. Heavrin's benefits
woul d not change if the $32,000 figure or
the $52,000 figure was used. The only issue
is if she would be refunded about $8, 000.
The Systens has nmade it perfectly clear that
they nust conply with the | aw and, further,



t hey must ensure the integrity of the fund
and no refund is due.

Certainly, the argunents of Ms. Heavrin
as to her situation being separate and
di stinct fromother hourly enpl oyees are
under st andabl e. However, the Systens nust
take the information as provided and apply
the proper actuarial bases for determning
pur chase of non-qualified service credit.
Cearly, KRS 61.552(26) mandates that the
Systens determ ne the purchase price based
on the full actuarial cost. The testinony
of Stephen Gagel clearly indicates that the
Systens has made a proper determ nation to

obtain the full actuarial cost. Any ot her
cal cul ation would be contrary to this
statute.

Heavrin fil ed exceptions to the recommended order, but
the Board of Trustees of the Systens again adopted the hearing
officer’s recormended order as its final order. Heavrin
thereafter, again, petitioned the Franklin Circuit Court for
judicial review This time the case was assigned to Circuit
Judge WlliamL. Gaham After reviewing the petition, the
Systens’s response, the admnistrative record and the parties’
briefs, Judge G aham entered his opinion and order on January
26, 2004. In its order, the Franklin Grcuit Court granted
Heavrin's appeal and reversed the Systens’s final order. The
court further ordered the Systens to “1) calculate [Heavrin’s]
purchase price to reflect her actual inconme, and 2) refund
[ Heavrin’s] excess paynent plus interest.” This appeal by the

Systens fol |l owed.
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to purchase her non-qualified service credit in the follow ng

terns:

In his opinion, Judge G aham di scussed Heavrin’s cost

B. Cost Cal cul ati on

The Court overrul es the Respondent’s
final order because [the Systens] m sapplied
the statutory fornula for cal culating the
cost of [Heavrin’s] non-qualified service
credit. See KRS 13B. 150.

KRS 61.552(26) states that “[t]he
purchase price for the retirenent service
credit shall be calculated and paid for
based on the full actuarial cost as
determ ned by the system” To derive the
purchase price, [the Systens] uses the
greatest of the enployee’'s “current rate of
pay,” “final rate of pay,” or “final
conpensation,” as the terns are defined in
KRS 61.510. See KRS 61.5525 (codified in
2001 but followed by [the Systens] since
1974). [The Systens] then nmultiplies the
nunber by a rate factor determ ned by
actuaries. In this instance [the Systens]
used the “current rate of pay,” which “nmeans
the nmenber’s actual hourly, daily, weekly,
bi weekly, nmonthly, or yearly rate of pay
converted to an annual rate as defined in
final rate of pay.” KRS 61.510(25). The
definition of “Final rate of pay” states:

the foll ow ng equival ents shall be
used to convert the rate to an
annual rate: two thousand eighty
(2,080) hours for eight (8) hour
wor kdays, nineteen hundred fifty
(1, 950) hours for seven and one-
hal f (7-1/2) hour workdays, two
hundred sixty (260) days, fifty-
two (52) weeks, twelve (12)

nont hs, one (1) year.
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KRS 61.510(15). The “current rate of
pay” definition also requires the enpl oyer
to certify the enployee’s rate, and
[Heavrin’s] enployer certified her rate as
$25.26 an hour for 24.5 hours per week. See
KRS 61.510(25). The facts al so suggest that
[ Heavrin] worked three days a week for eight
hours each day.

[ The Systens] erroneously cal cul ated
[Heavrin's] “current rate of pay.” [The
Systens] multiplied [Heavrin s] hourly wage,
$25.26, by 2080 to yield about $52,000.

Thi s nunber is supposed to represent

[ Heavrin’s] annual salary, but [Heavrin] in
reality only made about $32,000 a year. The
calculation is illogical and unfair to

[ Heavri n] because it does not contenpl ate
her actual earnings. The 2080 nunber, used
to annualize [Heavrin’s] salary from an
hourly wage, is equivalent to 260 days tines
8 hours a day. The problemis that

[Heavrin] did not work 260 days each year,
which is the equivalent of five days a week.
Since she worked 3 days a week, she only

wor ked 156 days a year.

KRS 61.510(15) and KRS 61.510(25) give
[the Systens] several options for
calculating the base for the “current rate
of pay,” such as hourly or weekly rate, and
for annualizing the base. [The Systens]
originally derived the base by nultiplying
$25. 26 per hour tinmes 8 hours per day tines
3 days per week. The agency then annualized
that base by multiplying it by 52 weeks per
year. This equation yielded approxi mately
$32, 000, about [Heavrin's] actual salary,
and seens nore appropriate to formulate the
pur chase price.

[ The Systens] contends that the
actuarial soundness of the purchase credit
systemw || be jeopardized if [Heavrin] does
not pay the higher anount. [The Systens] is
concerned that enployees will take advantage
of the system by purchasing credit when
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their salary is | ow and subsequently take a

hi gher salary. That worry is unfounded here

because [Heavrin] retired after she nade the

pur chase and did not subsequently seek a

hi gher sal ary.
We agree with the circuit court that the Systens m sapplied the
statutory formula for calculating the cost of Heavrin’ s non-
qual ified service credit.

The circuit court correctly noted the standard of

revi ew applicable to an appeal from an adm nistrative agency.

In citing Kentucky Unenpl oynent | nsurance Conm ssion v. King,

657 S. W 2d 250 (Ky.App. 1983), the circuit court stated that the
function of the court in an appeal froman adm nistrative agency
is to ensure that the agency did not act arbitrarily and that
its decision is based on substantial evidence in the record and
that the agency did not apply the wong rule of |aw. ?
Substanti al evidence is defined as evidence that “when taken
alone or in the light of all the evidence it has sufficient
probative value to induce conviction in the m nds of reasonable

» 3

nmen. As to the issue of whether an agency acts in an arbitrary

manner, the court, citing Bourbon County Bd. of Adj. v. Currans,

873 S.W2d 836, 838 (Ky.App. 1994), held that an agency acts

arbitrarily when it denies relief to a party and “the record

2 See al so, Anerican Beauty Hones Corp. v. Louisville & Jefferson Qy.
Pl anni ng and Zoni ng Comm ssion, 379 S.W2d 450 (Ky. 1964).

3 Kentucky State Racing Conmission v. Fuller, 481 S.W2d 298, 308 (Ky. 1972).
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conpels a contrary decision in light of substantial evidence

therein.”

In Johnson v. Galen Health Care, Inc.

39 S.wW3d 828

(Ky. App. 2001), this Court, again, addressed the standard of

review fromboth the circuit court and appellate court

standpoint. In Johnson, 39 S.W3d at 833, this Court stated:

Qur standard of review of a circuit
court’s review of an adm nistrative action
was set forth in Jones. V. Cabinet for Human
Resources, [Ky.App., 710 S.W2d 862, 866
(1986)], as foll ows:

In an appeal of an adm nistrative
action by an agency, the circuit
courts are to provide review, not
reinterpretation. Kentucky

Unenpl oynent | nsurance
Conmi ssi oner v. King, Ky.App., 657
S.W2d 250 (1983). Thus, when
substanti al evidence exists in the
record to support an

adm ni strative agency’s action,
the circuit court has no authority
to overturn it. Kentucky State
Raci ng Comm ssion v. Fuller, Ky.,
481 S.W2d 298 (1972). CQur task
is to determ ne whether or not the
circuit court’s findings upholding
t he Cabinet are clearly erroneous.
CR 52.01. [See also Kirk v.
Jefferson County Medical Society,
Ky. App., 577 S.W2d 419 (1978)].

Thus, at this level of appellate
review, Dr. Johnson has the very high burden
as to the factual issues of show ng that the
circuit court was clearly erroneous in
finding that the Executive Comrittee’s
deci si on was supported by substantia
evi dence.
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In this case, the high burden of showi ng that the
Systens’ s deci sion was not supported by substantial evidence was
pl aced upon Heavrin. W believe Heavrin has successfully
carried that heavy burden by showi ng that the Systens’s decision
was not supported by substantial evidence nor |legally sound.
See KRS 13B. 150. Heavrin contended and the circuit court agreed
that the Systens had misapplied the statutory formula for
cal culating the cost of her non-qualified service credit. W
agr ee.

The parties agree that Heavrin’s cost to purchase the
service credit is to be based upon the “final rate of pay.”
Final rate of pay is defined in KRS 61.510(15) as:

“Final rate of pay” nmeans the actual rate
upon whi ch earnings of an enpl oyee were

cal cul ated during the twelve (12) nonth
period i medi ately preceding the nenber’s
effective retirenent date, including

enpl oyee contributions picked up after
August 1, 1982, pursuant to KRS 61.560(4).
In the case of menbers of the Cenera
Assenbly, the “final rate of pay” shall be
the creditable conpensation. The rate shal
be certified to the system by the enpl oyer
and the follow ng equival ents shall be used
to convert the rate to an annual rate: two
t housand ei ghty (2,080) hours for eight (8)
hour wor kdays, nineteen hundred fifty
(1,950) hours for seven and one-half (7-1/2)
hour workdays, two hundred sixty (260) days,
fifty-two (52) weeks, twelve (12) nonths,
one (1) year

The Systens contends that since Heavrin worked 8 hour

days, it must calculate her final rate of pay at 8 hours tines

-15-



2,080 hours or 260 days. This, however, does not reflect her
actual hours or days worked. Her enployer, the A dham County
Heal th Departnent, certified that she worked an 8 hour day but
only 24.5 hours per week. The Systens verified this information
and knew that Heavrin was a pernmanent part-tinme enpl oyee working
only 100 hours per nonth and her yearly salary was approxi mately
$32, 000 per year. The Systens’s first calculation was based
upon this information. 1t was only upon review that the Systens
recal cul ated Heavrin's cost to be based upon the nythica
$52, 000 annual salary. The Systens clains this figure nust be
used because the cost to purchase the service tinme nust be based
on the full actuarial cost as determ ned by the Systens. Wile
this is certainly a correct statenent of the law, the testinony
before the hearing officer does not support the Systens’s nethod
of calculating the costs in this particul ar case.

The hearing officer made the follow ng findings on
this issue:

Qovi ously, the current rate of pay

woul d be higher than Ms. Heavrin’'s final

conpensati on and her final rate of pay due

to the fact that her current rate of pay is

to be converted to an annual rate based on

the factors that have been set forth under

final rate of pay, KRS 61.510. Due to the

fact that Ms. Heavrin did not work a ful

wor k week, the Systens was obligated to

cal cul ate her salary on a yearly basis, not

on her actual earnings. Accordingly, while

she argues that the 24.5 hours at $25.26 is
weekly, the Systens was obligated to convert
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her income into an annual current rate of
pay. Certainly, this seenms harsh. If in
fact the A dham County Heal th Departnent had
reported her income as working three days a
week for a total of eight hours a day, and
that she had a weekly incone of $25.26 tines
3 tines 8, and that she did not work any
nore, or could not work any nore, then that
woul d be both her final rate of pay and her
current rate of pay. However, it is clear
that her inconme was not reported this way,
and further, as set forth on Exhibit 13,[%]
it was indicated that Exhibit 4 would not be
changed to reflect a weekly incone and that
Ms. Heavrin could work nore than the 100
hours a nonth. Therefore, her inconme was
reported as an hourly incone, as Ms.

St ephens testified, and even though

cal cul ations could be nmade to attenpt to
show a weekly income, it was not so
reported, and accordingly, the cal cul ations
for current rate of pay was based on an
hourly rate annualized on a 40-hour-a-week
basi s.

As the undersigned Hearing Oficer has
indicated in the previous Report and
Recommended Order, Ms. Heavrin's benefits
woul d not change if the $32,000 figure or
t he $52,000 figure was used. The only issue
is if she would be refunded about $8, 000.
The Systens had nmade it perfectly clear that
they nust conply with the | aw and, further,

t hey must ensure the integrity of the fund
and no refund is due.

Certainly, the argunents of Ms. Heavrin

as to her situation being separate and

di stinct from other hourly enpl oyees are
under st andabl e. However, the Systens nust
take the information as provided and apply

t he proper actuarial bases for determn ning
pur chase of non-qualified service credit.
Cearly, KRS 61.552(26) mandates that the

4 Exhibit 13 is the Kentucky Retirenent Systens’s folder conments for Heavrin.
We do not believe this exhibit supports the hearing officer’s finding that
the Systens was obligated to use the $50,000 annual sal ary.
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Systens determ ne the purchase price based

on the full actuarial cost. The testinony

of Stephen Gagel clearly indicates that the

Systens has made a proper determi nation to

obtain the full actuarial cost. Any other

cal cul ation would be contrary to this

statute.

Accordingly, it is again the

recomendati on that the adm nistrative

deterni nation be affirmed.[°]

In reviewing the hearing officer’s report, we first
note that the Systens and the hearing officer were given
informati on of Heavrin's actual hours worked. There is no doubt
that both knew that Heavrin was a pernmanent part-tinme enpl oyee
wor ki ng only 100 hours per nonth and had done so for a
significant period of tinme. However, each ignored this
information in reaching its decision as to Heavrin's actua
hours worked. Both knew that Heavrin's actual salary was
approxi mately $32,000, not the $52,000 used to cal cul ate her
cost to purchase the service tine. Both admtted that her
retirement benefits would be based upon the $32,000 actua
salary and not the $52,000 fictional figure. Both admtted that
the actual actuarial cost of any other person working 24.5 hours
per week or 100 hours per nonth and earning the same hourly wage
as Heavrin would be based upon $32,000. It did not matter if

t hat individual worked 5 hours, 5 days per week or 4 hours, 6

days per week or any other hours/days conbination that totaled

5 Hearing Officer’s Report and Reconmended Order of June 14, 2002, pp. 6-8.
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24.5 per week or 100 hours per nmonth. The argunent that if one
wor ked an 8 hour day, then the cost nust be based on full-tine
annual salary is ridiculous. |If the systemis actuarially sound
under simlar fact patterns (any conbi nation equaling 24.5 hours
per week or 100 hours per nonth), then it is certainly
actuarially sound in this case and reliance upon the $52, 000
full-time annual salary is unfounded.
Havi ng t horoughly reviewed this case, the Franklin
Circuit Court’s opinion and order granting Heavrin' s appeal is
affirmed. The Systens’s determ nation that purchase of non-
qualified service time nust be based on the full actuarial cost
as determ ned by the systemis correct. However, in this case
it erred both factually and legally in basing the purchase cost
upon a full-tinme annual salary when Heavrin was enpl oyed as a
per manent part-time enpl oyee.
ALL CONCUR
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