KENTUCKY RETIREMENT SYSTEMS

02 RS BR 2063 … ACTUARIAL COST ANALYSIS HB 717
I. PROPOSED REVISION
KRS 61.552 shall be amended to include the following:

After August 1, 2002, any employee participating in one (1) of the state- administered retirement systems who has sixty (60) or more months of service in the State Police Retirement System or in a hazardous position in the Kentucky Employees Retirement System or the County Employees Retirement System, may purchase service credit for service earned in a regular full-time hazardous position, if the service can be certified as hazardous under KRS 61.592, with an urban-county government that was eligible to participate under KRS 78.530 but that did not participate and if the member is not eligible for a retirement benefit for the same period of service from any other defined benefit plan. The employee shall pay the full cost of the service credit as determined by the system. The payment shall not be picked up by the employer, as described in KRS 16.545(4), 61.560(4), and 78.610(4), and the employee's payment shall be deposited in the individual member's contribution account in the appropriate retirement system. Payments by the member may be by lump sum or in increments.

II. COMMENTS RELATIVE TO PROPOSED REVISION
As long as the employee pays the full cost of the service being purchased there should be no noticeable impact on the retirement fund.

The insurance fund will be impacted to the extent that future costs increases are not currently being fully anticipated in the contribution rates.  To this extent, there will be an increase in the insurance fund contribution rate in the same manner as that is anticipated for the current membership.  In addition, to the extent that a purchase of additional service credit accelerates a member’s retirement date, there will be an increased liability to the insurance fund.  Any such impact will emerge with future experience and be reflected in future contribution rates.

III. ESTIMATED IMPACT ON FUNDING COSTS

No significant cost impact anticipated initially.  There could be some future impact on the insurance fund to the extent that retirement ages are accelerated by the service purchase, but that impact will only show up in future experience.

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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Stephen A. Gagel, F.S.A.
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