KENTUCKY RETIREMENT SYSTEMS

(01 RS BR 1114) HB 254/HCS ... ACTUARIAL COST ANALYSIS

I. PROPOSED REVISION
KRS 78.615(1)(c) shall be amended so that noncertified employees of school boards on or after July 1, 2000 shall receive a full year of service credit if total paid days were not less than 180 (formerly 185).

II. COMMENTS RELATIVE TO PROPOSED REVISION
Retirement Fund Comments
Service credit increases for a large number of plan participants, so there will be a definite cost impact.  The extent of the impact will depend on how many participants will be affected.  Based on information provided to us, 9,180 current members will receive an additional month of service credit (12 months versus 11 months of credit each year).  We have also utilized statistics on school board membership within CERS as collected during an analysis prepared for the 2000 General Assembly on a similar proposal.  Based on those statistics, approximately 63% of CERS nonhazardous plan participants are school board employees and this group represents approximately 35% of the total covered plan payroll of the CERS nonhazardous group.

Insurance Fund Comments

The insurance fund will be impacted as well to the extent that the higher service credits will accelerate the affected participants as far as the percentage of medical premium cost borne by the system.  This impact will result in an increase in the current insurance fund charge as well as an increase in the ultimate insurance fund cost.

III. ESTIMATED IMPACT ON FUNDING COSTS


Non-Hazardous
Hazardous


Proposed Change
KERS
CERS
KERS
CERS
SPRS

As outlined in Section I
N/A
0.07%
N/A
N/A
N/A

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.

                                                                    


       02/22/2001        
Stephen A. Gagel, F.S.A.
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