KENTUCKY RETIREMENT SYSTEMS

HB 120 (01 RS BR 405) ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
A new section of KRS 61.510 to KRS 61.705 is created to read as follows:

1.
Any person serving as a District Court trial commissioner on or after January 1, 2001, may, at his or her option, participate in the Kentucky Employees Retirement System, but such participation shall be limited as follows:

a.
Any person serving as a District Court trial commissioner on or after January 1, 2001, may, at his or her option, purchase one (1) month of retirement service credit for each month or portion of month that he or she occupies that position.  The purchase price for the retirement service credit shall be as calculated by the system based on the maximum compensation authorized under KRS 24A.100.  The payment shall not be picked up, as described in KRS 61.560(4), by the employer, and the employee's payment shall be paid into the individual member's contribution account in the Kentucky Employees Retirement System and shall be considered accumulated contributions of the member.  Payment by the member may be by lump sum or by increments;

b.
Any person serving as a District Court trial commissioner on or after January 1, 2001, may purchase retirement service credit for military service for which he or she is otherwise qualified under KRS 61.555;

c.
Any person serving as a District Court trial commissioner on or after January 1, 2001, who has been refunded his or her accumulated contributions for previous retirement service credit under the provisions of KRS 16.645(22), 61.625, or 78.545(15), thereby losing service credit, may regain the credit by paying to the system from which he or she received the refund or refunds the amount or amounts refunded with interest, as determined under KRS 61.552; and

d.
Any person serving as a District Court trial commissioner on or after January 1, 2001, who has at least two hundred and forty (240) months of service credit may purchase a combined maximum total of five (5) years of retirement service credit under KRS 61.552(26).

2.
This section shall be retroactive back to and including January 1, 2001.

II. COMMENTS RELATIVE TO PROPOSED REVISION
a.
The provision of this proposal allowing for purchase of service credit will not have a cost impact as long as the purchase price calculated by the system properly reflects the liability associated with the amount of service being purchased.

b.
The language relating to the purchase of military service extends an option to this group already available to all plan members.

c.
Repayment of only the member’s refunded contributions with interest will restore a liability greater than the amount of the repayment.  At the time a member received the refund of their contributions, the system incurred an actuarial gain since the liability released exceeded the amount of the refund.  At the time of the repayment, this actuarial gain is being reversed and an actuarial loss will be recognized to reflect the restoration of a liability greater than the repayment amount.  If the member had never elected a refund of their contributions, the results would have been the same, but without the intermediate actuarial gain and actuarial loss amounts.

d.
The provision allowing for the purchase of up to five extra years of service credit if that member has at least 240 months of service credit is extending the opportunity to purchase “ghost time” that was added for members in a past legislative session.

To the extent that a District Court trial commissioner is allowed to participate in KERS, this proposed legislation does not extend any options to this group not already available to other plan members.  As long as the proper employer and member contributions are made, then there should be no noticeable impact on the system for including these individuals.

We have not considered the reasonableness of covering such job positions under KERS.  That is beyond the scope of our actuarial analysis.

III. ESTIMATED IMPACT ON FUNDING COSTS

No significant cost impact expected.
IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same actuarial assumptions and methods as used in the June 30, 2000 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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