KENTUCKY JUDICIAL RETIREMENT PLAN

01 RS BR 388 (SB 59 – REV #2) ... ACTUARIAL COST ANALYSIS

I. PROPOSED REVISIONS
KRS 21.580 is amended to eliminate the sunset provision under the Senior Status Program for Special Judges.  This program was implemented in the 2000 General Assembly with the provision that it was to sunset effective July 1, 2007.  This proposed legislation eliminates that sunset date and makes the program permanent.

II. COMMENTS RELATIVE TO PROPOSED REVISIONS

An analysis was completed in October 1999 relative to the cost of this program as a permanent addition to the judicial retirement program.  This cost estimate reflected the additional liability anticipated under this program if all eligible judges elected to participate.  To the extent that a judge elects not to participate in this program, there would be no additional liability.  However, we have no way of predicting whether or not any eligible judges will actually decline to participate in this program.  Our assumption at this time is that any eligible judge who would receive an increased retirement benefit under this program would elect to participate.  Future actuarial valuations will reflect actual experience under this program as it emerges over time, and future funding levels will reflect any deviations in actual from assumed experience.

The analysis completed in October 1999 determined an increase in funding of $420,000 per year, or 2.0% of plan payroll.  As noted, this earlier analysis did not reflect the sunset provision that was part of the final legislation adopted in the 2000 General Assembly.  This $420,000 (2% of plan payroll) annual cost estimate is still an appropriate cost estimate for the program without any sunset provision.  So this proposal, with the elimination of the sunset provision included with the 2000 legislation, has an underlying cost impact of 2.0% of plan payroll over all future years.  To the extent that state appropriations in any future years have already reflected this additional funding on a temporary basis after the 2000 General Assembly action, no additional appropriations should be needed.  However, the temporary nature of this additional appropriation now becomes permanent as a result of this proposed legislation.

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

Senior Status Program for Special Judges (including temporary basis as adopted by 2000 General Assembly)
$420,000

2.0%


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, 1999 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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