KENTUCKY JUDICIAL RETIREMENT PLAN

HB 423 GA ... ACTUARIAL COST ANALYSIS


I. PROPOSED REVISIONS
Under this proposal, the Senior Status Program for Special Judges would be extended to any judges who have elected not to participate under JRP but are participating in KERS.  The additional benefit would be based on the amount of judicial service and the difference in the benefit accrual rate between JRP and KERS (subject to the overall 100% of final compensation limit).  JRP would pick up this additional benefit to any judge electing to participate under the Senior Status Program.

II. COMMENTS RELATIVE TO PROPOSED REVISIONS

To the extent that a judge elects not to participate in this program, there would be no additional liability.  The ultimate cost will be a function of how many judges take advantage of the program, as well as their age and years of service credit at that time.  We have no way of predicting whether or not eligible judges will actually elect or decline to participate in this program.  If the assumption is that any eligible judge who would receive an increased retirement benefit under this program would elect to participate at the end of their current term, then an estimate of the increase in liability under JRP can be determined.  Future actuarial valuations will reflect actual experience under this program as it emerges over time.

There are presently seven judges participating in KERS who could possibly elect to receive the Senior Status benefit. The youngest of these seven will be just over age 60 at the end of his term, while the oldest will be a few months beyond his 73rd birthday.  The cost estimate shown in this memo reflects the additional liability anticipated under this program if all eligible judges elected to participate, which would seem to be unlikely.

III. ESTIMATED IMPACT ON FUNDING COSTS
The cost estimates summarized in this section have been based on data provided by JRP relative to the seven judges currently participating in KERS.

The present value of the potential additional benefits for these seven judges under the Senior Status Program is $1.2 million if all elect to participate at the end of their current term.  Any increase in funding will be reflected at the time a judge elects to participate.  The maximum impact on funding is as follows:

Judicial Retirement System

Proposed Benefit
Potential Increase in Annual

Funding Amount
Increase as %

of Plan Payroll

Senior Status Program for Special Judges extended to any judges participating in KERS in lieu of participation in JRP
$98,000

0.4%


This estimate represents the upper limit of the cost impact of this proposal for existing judges.  Since it is unlikely that all eligible judges will elect to participate in the Senior Status Program, the actual cost impact will likely be something less than this amount.  The actual cost impact will emerge over time as actual experience determines how many judges ultimately take advantage of the Senior Status Program.

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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