KENTUCKY RETIREMENT SYSTEMS

02 RS HB 309/GA … ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
This proposed legislation makes a number of “housekeeping” changes.  For the most part, the language as modified in this proposal does not change benefits payable under the system.  The changes include:

1.
Fiduciary Compliance and Accountability


Amendments to give the Board of Trustees the ability to make Kentucky Retirement Systems more responsive to increased needs of members and to act consistently with the Trustees’ fiduciary duties.


Ensure KRS Board of Trustees has the ability to perform its fiduciary obligations.


Give KRS Board of Trustees the ability to adequately staff positions by hiring an adequate number and by setting a personnel classification and compensation system which must provide benefits and protections comparable to those of the state personnel system.

2.
New Rollovers/Transfers for All Public Employees


Changes to conform to new federal provisions allowing transfers and rollovers from 457 and 403(b) plans as well as from traditional IRAs.

3.
Military Veterans


Amendment to suspend rather than terminate installment purchases for employees called into service in the Armed Forces to prevent increase in cost of service for veterans.


Amendment to military service provisions to ensure veterans receive both service and salary for retirement purposes when they are called from their jobs to serve in times of war or disaster.


Amendment to military purchase to allow all veterans, regardless of whether they are eligible for a military pension, to purchase service.

4.
Reciprocity Between State Plans


Amendment to make Judicial Retirement service apply toward vesting for early retirement.  

5.
Death Benefits


New provision to allow heirs of deceased members to receive small retirement accounts without formal administration of the estate.


Amendment to clarify that estates are only eligible for lump sum payments.

6.
Service Purchases


Amendments to various service purchase sections to conform to federal IRC Section 415 provisions restricting service purchases to active members.


Amendments to various service purchase sections of Chapters 16, 61 and 78 to conform to the 2001 legislation changing service purchase costs to 100% of actuarial cost.


Addition of requirement that employees be vested in the Kentucky Retirement Systems before purchasing most types of service credit.  This will lessen employer liabilities for insurance benefits by preventing short-term employees from purchasing large amounts of retirement service.

7.
Partial Lump Sum Option


Amend 61.635 to provide a partial lump sum option, with or without survivor rights.  Such lump sum would be equal to the monthly retirement allowance times 12, 24 or 36.  Such lump sum shall be paid in the month the first monthly installment is payable, and the member’s retirement allowance shall be reduced to reflect this lump sum payment.

8.
Special Disability Benefit


KRS 61.600 shall be amended to provide that a person previously denied disability due to a pre-existing disease of poliomyelitis may be reconsidered for disability if the person has at least 10 years of service; application must be made by December 31, 2002.

9.
Military Service Purchase


KRS 61.555 shall be amended to allow vested employees age 65 or older with at least 15 years of service to purchase up to 4 years of military active service for 50% of the delayed contribution payment; purchase must occur by December 31, 2002

II. COMMENTS RELATIVE TO PROPOSED REVISION
There is little if any cost impact due these proposed changes.  And where there is even a negligible impact, the amount of any impact will be reflected in future experience results, and will not result in any immediate change in the employer contribution rates.  Some of the provisions will only apply to limited numbers of plan members meeting specific criteria.  The appropriateness of these proposed changes as it applies to limited and specific groups of members has not been considered in this analysis, as that is beyond the scope of the actuarial analysis of cost impact.

III. ESTIMATED IMPACT ON FUNDING COSTS

The estimated cost impact of this proposal has been summarized in the following table.  The amounts are shown as a percentage of covered plan payroll, and represent the increase in the annual plan costs.


Non-Hazardous
Hazardous


Proposed Change
KERS
CERS
KERS
CERS
SPRS

“Housekeeping” Changes
None
None
None
None
None

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, 2001 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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Date

William M. Mercer, Incorporated

c:\temp\aahb309ga.doc
02 RS HB 309/GA

02/11/2002

Page 2 of 1

