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KENTUCKY JUDICIAL AND LEGISLATORS RETIREMENT PLANS

03 RS BR 820 / HB 174 GA   ACTUARIAL COST ANALYSIS

I. PROPOSED REVISIONS
KRS 18A.225 shall be amended to provide that any employer whose retirees participate in the state group for health coverage but whose active employees do not participate in the state group shall be responsible for the actuarial difference in the cost of their retirees compared to the cost of the state plan.

II. COMMENTS RELATIVE TO PROPOSED REVISIONS
This proposal only impacts groups whose active employees do not participate in the state group plan.  This is not currently an issue with either the Judicial or the Legislators Retirement Plan membership.  As such, this proposal will not have any cost impact on either of those retirement systems.

III. ESTIMATED IMPACT ON FUNDING COSTS

No funding cost impact on either the Judicial or Legislators Retirement Plans.

IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same data, actuarial assumptions and methods as used in the July 1, 2002 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.

                                                                     


            02/06/2003             
Stephen A. Gagel, F.S.A.
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February 27, 2003
Mr. C. Gilmore Dutton

Special Projects

Legislative Research Commission

Capitol Annex Room 039

Frankfort, Kentucky  40601

RE:
BR  820 HB 174 GA

Dear Gilmore:

The original BR 820 (HB 174) sent to Kentucky Retirement Systems for actuarial analysis contained the following provisions relative to retirement benefits:


Amend KRS 18A.225 to provide that any employer whose retirees participate in the state group but whose active employees are not participants in the state group would be responsible for the actuarial difference in cost of their retirees.  


Amend KRS 18A.225 to provide that on and after the effective date of this Act, dependent health insurance premiums would be subsidized by the Commonwealth at a rate of 75% of the premium charged for dependent health insurance.  The Commonwealth would continue to provide 100% of the premium charged for individual coverage.

BR 820 passed the House of Representatives on February 21, 2003 with a House Committee Substitute that removed the language noted above.  Consequently, this bill as passed by the House of Representatives has no actuarial impact on retirement benefits.

Sincerely, 

William P. Hanes, Esq.

Executive Director

February 27, 2003

Mr. Joe Hutchison

Deputy Executive Secretary

Teachers Retirement System

Commonwealth of Kentucky

479 Versailles Road

Frankfort, KY  40601-3800

Actuarial Impact - 03 RS HB 174/GA – Health Impact

Dear Joe:

As required by KRS 6.350, we have prepared an actuarial analysis of the health impact of 
03 RS HB 174/GA on the Kentucky Teachers’ Retirement System.  The provisions of the proposed bill are as follows:


Require the Personnel Cabinet to establish negotiating procedures, quality standards, and cost goals to guide it in the active negotiation and purchase of health insurance for the state group.


Require all forfeitures from flexible spending accounts be returned to the state-sponsored health insurance plan to be used to reduce premium costs for employees. By definition, employees include retirees participating in the state-sponsored health insurance plan.


Require the Secretary of Personnel to develop and implement a program to join a multi-state pooling initiative to work together to reduce the cost of pharmaceuticals purchased or paid for by state employees in the state group.

We concur with your assessment that this bill should reduce the cost of health insurance to everyone with members participating in the state group health insurance plan.  We also agree that it is impossible to determine the magnitude of impact of any of the three initiatives without further information.

If you have any questions, please do not hesitate to contact us.

Sincerely,

Amy W. Van Nostrand, FSA, MAAA

Associate Principal and Consulting Actuary
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