KENTUCKY JUDICIAL RETIREMENT PLAN

02 RS BR 2636 (SB 271) ... ACTUARIAL COST ANALYSIS GA


I. PROPOSED REVISIONS
KRS 21.580 is amended to extend the sunset provision under the Senior Status Program for Special Judges from the current sunset date of June 30, 2007 to January 31, 2009.

II. COMMENTS RELATIVE TO PROPOSED REVISIONS

An analysis was originally completed in October 1999 relative to the cost of this program as a permanent addition to the judicial retirement program.  This cost estimate reflected the additional liability anticipated under this program if all eligible judges elected to participate.  To the extent that a judge elects not to participate in this program, there would be no additional liability.  However, we have no way of predicting whether or not any eligible judges will actually decline to participate in this program.  Our assumption at this time is that any eligible judge who would receive an increased retirement benefit under this program would elect to participate.  Future actuarial valuations will reflect actual experience under this program as it emerges over time, and future funding levels will reflect any deviations in actual from assumed experience.

The analysis completed in October 1999 determined an increase in funding of $420,000 per year, or 2.0% of plan payroll.  This analysis did not reflect the sunset provision that was part of the final legislation adopted in the 2000 General Assembly.  This estimate has been updated to reflect the 2001 valuation data as well as the change in the assumed interest assumption in the 2001 valuation.  This updated estimate is $450,000 per year, or 1.7% of plan payroll.  This is an estimate for the program without any sunset provision.  

To the extent that a judge has the opportunity to elect the senior status benefit on or before the current June 30, 2007 sunset date, the potential liability is already part of the retirement system.  The extension of the sunset date increases the potential liability to the extent that a judge who could not otherwise elect the senior status benefit by June 30, 2007 now has the opportunity to elect this benefit by the extended January 31, 2009 sunset date.  Extension of this sunset date increases the opportunity for judges to elect this benefit in the future and increase plan costs accordingly.

The Senior Status Program without any sunset provision has an underlying cost impact of 1.7% of plan payroll over all future years.  Some portion of that potential cost increase is already part of the retirement system under the current June 30, 2007 sunset date.  The cost impact of this proposed legislation extending the sunset date has a cost impact to the extent that a judge elects the Senior Status Program by January 31, 2009 and would not have been able to do so under the current June 30, 2007 sunset date.

III. ESTIMATED IMPACT ON FUNDING COSTS
The estimated cost impact is a portion of the 1.7% of plan payroll cost for the Senior Status Program with no sunset date.  The amount of this overall 1.7% of plan payroll cost that will be recognized solely due to the extension of the sunset date from June 30, 2007 to January 31, 2009 is not anticipated to be significant, and will only be recognized as a judge elects the senior status benefit.  The ultimate impact will be a function of the number of judges, if any, affected by the sunset date extension.  This cannot be determined until after the current June 30, 2007 sunset date to see how many judges actually benefit from the extension of the date to January 31, 2009.  So there would be no impact on current plan funding levels until that time.

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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