BUCK CONSULTANTS

February 28, 2001

Mr. Gary L. Harbin

Executive Secretary

Teachers Retirement System

Commonwealth of Kentucky

479 Versailles Road

Frankfort, Kentucky  40601-3800

Actuarial Impact – HB 351 (01 RS BR 360)

Dear Gary:

As required by KRS 6.350, we have prepared an actuarial analysis of the impact of 
01 RS BR 360 on the Kentucky Teachers’ Retirement System.  This proposed bill adds a section to allow an active contributing member of TRS who is currently a member of the General Assembly to have employee and employer contributions deducted from his or her legislative salary and contributed to TRS.  This proposed bill also changes the definition of final average salary under KRS Section 161.220 to add the assumed General Assembly salary to the FAS for a member or former member of the General Assembly who has had contributions made to TRS under the new section.

It is our understanding that only 10 to 20 members would be affected by this legislation, therefore, the impact of this bill on the Retirement System would be negligible.  However, we have the following additional comments.  This bill would set a dangerous precedent in creating a special class of employees.  These employees would have a more generous retirement benefit than other members of TRS who are not allowed to have the pay they receive from non-teacher part-time employment included in their final average salary.  Also, the employee and employer contributions payable to TRS under this legislation would be based only on actual General Assembly salary whereas the salary included in the proposed FAS would be the “assumed” General Assembly salary, which is an annualized amount.  All other employees have contributions paid on actual salary and benefits calculated based on actual salary.  This creation of a special class of employees may be used as justification for other groups of employees to lobby for special classification.  

If you have any questions, please do not hesitate to contact us.

Sincerely,

Edward A. Macdonald

Principal and Consulting Actuary
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