

KENTUCKY JUDICIAL FORM RETIREMENT SYSTEM

March 2, 2000

Mr. C. Gilmore Dutton

Special Projects

Legislative Research Commission

Capitol Annex, Room 29

Frankfort, Kentucky 40601

RE:
HB 439/GA (00 RS BR 1541)

Dear Mr. Dutton:


If enacted, the fiscal impact for the above proposal would be a $420,000.00 increase to the Kentucky Judicial Retirement Plan annual appropriation. This amount was detennined by the Plan's Actuary, as evidenced by the attached "Actuarial Cost Analysis of October 4, 1999." The proposal is identified in the attached analysis as the "Rule of 75."


For your information, the above amount is included in the Judicial Biennial Budget Request.

If you need any additional information, please advise.


Sincerely,


Donna S. Early


Executive Director

/dse

Enclosure

KENTUCKY JUDICIAL RETIREMENT PLAN ... ACTUARIAL COST ANALYSIS

1. PROPOSED REVISIONS

The following proposed plan revisions have been evaluated at the request of the Board. These proposals have been summarized in this section using the same identifier as used in the communication from the Executive Secretary of the retirement system.

Rule of 75 ... If the member's age when added to the member's years of judicial service is equal to or greater than 75 at the time of retirement (i.e. the date of leaving judicial service, not the date benefits commence), the formula for calculating the member's accrued benefit shall be the greater of the current benefit provisions or:

Final Average Compensation x 5.00% x Years of Judicial Service


Plus

Final Average Compensation x 2.75% x Years of Non-Judicial Service

Rule of 70 ... If the member's age when added to the member's total years of service credit is equal to or greater than 70 at the time of retirement (i.e. the date of leaving judicial service, not the date benefits commence), the formula for calculating the member's accrued benefit shall be the greater of the current benefit provisions or:

Final Average Compensation x 5.00% x Years of Judicial Service


Plus

Final Average Compensation x 2.75% x Years of Non‑Judicial Service

11. COMMENTS RELATIVE TO PROPOSED REVISIONS

Rule of 75 ... Any increase in benefit levels should reflect the objectives of the plan relative to replacement income levels at retirement. An analysis of projected replacement income levels for members of varying levels of service and retirement age should be undertaken to determine if there is a shortfall in the existing benefit level, and whether the change in benefit level as proposed will properly address any such shortfall.

Rule of 70 ... Similar comments as Rule of 75.

III. ESTIMATED IMPACT ON FUNDING COSTS

The cost estimates summarized in this section have been based on the same data, assumptions and actuarial methods as used in the June 30, 1999 valuation of the plan. The estimated impact (increase over current plan costs) on annual funding levels of each proposal is as follows:

Judicial Retirement System



Proposed Benefit
Increase in Annual

Funding Amount
Increase as %

of Plan Payroll

Rule of 75

Rule of 70
$420,000

$700,000
2.0%

3.3%
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KENTUCKY JUDICIAL RETIREMENT PLAN ... ACTUARIAL COST ANALYSIS

IV. ACTUARIAL CERTIFICATION

Calculations of the estimated cost impact as summarized in Section III have been based on the same data, 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 1, and does not necessarily address the appropriateness of making such revision.
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