March 28, 2002
Mr. C. Gilmore Duttonprivate 
Special Projects

Legislative Research Commission

Capitol Annex Room 039

Frankfort, Kentucky  40601

RE:
HB 846/GA

Dear Gilmore:

The House Committee Substitute removed a provision (Proposed Revision 1. in the actuarial analysis dated 3/6/02).  This provision was not expected to have an impact on the Kentucky Retirement Systems.  The other provisions of the legislation are anticipated to have an insignificant impact.

Sincerely, 

William P. Hanes, Esq.

General Manager

KENTUCKY RETIREMENT SYSTEMS

02 RS HB 846 GA… ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
1.
For agencies whose active employees do not participate in the state-sponsored health insurance program, the agency shall be responsible for paying to the appropriate retirement system the difference, if any, between the health insurance contribution approved by that retirement system and the separately rated health insurance premium for its retired members who retire on or after January 1, 2004.

2.
Any employee who is eligible for and elects to participate in the state health insurance program as a retiree, or the spouse or beneficiary of  a retiree, shall not be eligible to receive the state health insurance contribution toward health care coverage as a result of any other employment for which there is a public employer contribution.  This does not preclude a retiree and an active employee spouse from using both contributions to the extent needed for purchase of one state sponsored health insurance policy for that plan year.

II. COMMENTS RELATIVE TO PROPOSED REVISION
1.
There is no initial cost impact since only future retirees are impacted.  Further, there is no impact on the retirement system since any additional contribution amount required for the separately rated health insurance premium for post-December 31, 2003 retirees will be borne by the affected agency.  The insurance fund payout will not be affected.  As a result, there is no impact on retirement system contribution levels.  An additional assessment will be made on affected agencies for post December 31, 2003 retirees that will be equal to the separately rated premium amount and the amount that otherwise will be payable by the insurance fund.  This additional assessment is the full responsibility of that affected agency.

2.
This provision will prevent a form of “double dipping” but is not anticipated to be significant overall.

III. ESTIMATED IMPACT ON FUNDING COSTS

1.
No impact on insurance fund contribution rates since any additional premium will be borne by the affected agencies as an additional assessment.  Agencies whose active employees are not covered by the state-sponsored health insurance program will be impacted to the extent of their post-December 31, 2003 retiree population.  That impact will vary depending on the number of such retirees and the claims experience relative to the separately rated health insurance premium. 

2.
Insignificant cost impact.

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.

                                                                    


       03/06/2002        
Stephen A. Gagel, F.S.A.





Date

William M. Mercer, Incorporated
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