KENTUCKY RETIREMENT SYSTEMS

02 RS BR 1965 … ACTUARIAL COST ANALYSIS HB 584
I. PROPOSED REVISION
On July 1, 2002, in addition to, and after the award of, the annual increase described in KRS 61.691(1), each recipient of a retirement allowance shall receive an increase in that retirement allowance based on the number of months that the recipient has been drawing a retirement allowance, according to the following schedule:

Number of Months
Additional % Increase

Payments Received 
   Effective 7/1/2002    

1 – 36
0%


37 – 48
3%


49 – 60
4%


61 – 72
5%


73 – 84
6%


85 – 96
7%


97 –108
8%


109 – 120
9%


121 – 132
10%


133 and over
12%

This increase shall become part of the base allowance for purposes of calculating future annual allowances.

II. COMMENTS RELATIVE TO PROPOSED REVISION
Given that this is in addition to the normal COLA increases that have been granted in past years, this is really a benefit adjustment beyond normal cost-of-living considerations.  This proposal should be viewed as providing a real benefit increase beyond past COLA’s for individuals affected.  The need for such a benefit improvement beyond the normal COLA’s should be considered in determining the appropriateness of this proposal.

III. ESTIMATED IMPACT ON FUNDING COSTS


Non-Hazardous
Hazardous


Proposed Change
KERS
CERS
KERS
CERS
SPRS

Additional increase in retirement allowance on 7/1/2002 per schedule based on number of payment received
0.62%
0.30%
0.15%
0.52%
1.97%

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.

                                                                    


       02/03/2002        
Stephen A. Gagel, F.S.A.





Date

William M. Mercer, Incorporated

\\lounvfs10\data\db\client\kev\gagel\ga2002\ga02#010.doc

HB 584

KENTUCKY RETIREMENT SYSTEMS

ANNUAL ACTUARIAL COST IN DOLLARS

BASED ON JUNE 30, 2001 ACTUARIAL VALUATION

SYSTEM
COST AS PERCENT
ESTIMATED ANNUAL SALARIES
ANNUAL COST IN DOLLARS

KERS Nonhazardous
0.62%
$ 1,525,089,988
$9,455,558

KERS Hazardous
0.15%
$ 123,647,407
$185,471

Total KERS


$9,641,029

SPRS
1.97%
$ 44,209,944
$870,936

Total State*


$9,826,500

CERS Nonhazardous
0.30%
$1,597,653,320
$4,792,960

CERS Hazardous
0.52%
$ 322,819,064
$1,678,659

Total CERS


$6,471,619

TOTAL ALL SYSTEMS


$16,298,119

*Reflects total cost. Due to other funding sources (federal, trust and agency, etc.), actual 

General Fund dollars constitute approximately 60% of total cost.
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