KENTUCKY RETIREMENT SYSTEMS

04 RS BR 1888…ACTUARIAL COST ANALYSIS

HB 528 GA

I.
PROPOSED REVISION

On August 1, 2004, in addition to, and after the award of, the annual increase described in KRS 61.691(1), each recipient of a retirement allowance who retired in 1980 or earlier shall receive an increase in that retirement allowance based on the following schedule:

Year of 
Retirement
Additional % Increase 
Effective 8/1/2004

  1970 or earlier
5%

1971 - 1980
3%

This increase shall become part of the base allowance for purposes of calculating future annual allowances.

II.
COMMENTS RELATIVE TO PROPOSED REVISION

Given that this is in addition to the normal COLA increases that have been granted in past years, this is in effect a benefit adjustment beyond normal cost-of-living considerations.  This proposal should be viewed as providing a real benefit increase beyond past COLA’s for individuals affected.  The need for such a benefit improvement beyond the normal COLA’s should be considered in determining the appropriateness of this proposal.

III.
ESTIMATED IMPACT ON FUNDING COSTS

Proposed Change
Non-Hazardous
Hazardous
SPRS


KERS
CERS
KERS
CERS


Additional increase in retirement allowance on 8/1/2004 per schedule
.005920%
.001658%
.000732%
.000713%
.014090%

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, 2003 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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