KENTUCKY RETIREMENT SYSTEMS

03 RS 1241 HB 461/GA ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
The various sections of the proposal legislation are as follows:

1.
KRS 16.505(8) shall be amended to include in the definition of “creditable compensation” any qualified transportation fringes paid or made available on or after January 1, 2001 that are not includable in the employee’s gross income by reason if Section 26 U.S.C. 132(f)(4).

2.
KRS 16.642 (2) shall be amended to update the references to various titles.

3.
KRS 16.645 shall be amended to add a subsection referencing suspension of retirement payments on reemployment.

4.
Amendment to KRS 48.315 – not applicable to benefit provisions of Kentucky Retirement Systems, so no further elaboration in this memo.

5.
KRS 61.510(13) shall be amended to include in the definition of “creditable compensation” any qualified transportation fringes paid or made available on or after January 1, 2001 that are not includable in the employee’s gross income by reason if Section 26 U.S.C. 132(f)(4).

6.
KRS 61.520 shall be amended to clarify issues relative to participation in the retirement system by a department.

7.
KRS 61.526 shall be amended to change the reference from general manager to executive director.

8.
KRS 61.540 shall be amended to change the reference from general manager to executive director.

9.
Separate proposals under section 9 as follows:

Section 9; 1st item

KRS 61.552(8) shall be amended to include reference to coverage in a defined contribution plan of a university as well as a defined benefit plan.  In addition, KRS 61.552(16)(e) shall be amended to allow the beneficiary the option to make remaining installment payments within 60 days of the member’s death.  

Section 9; 2nd item

KRS 61.552(12) shall be amended to add the position status of interim employment.

Section 9; 3rd item
KRS 61.552 shall be amended to add the following:

An employee may obtain credit for regular full-time service with an agency prior to August 1, 1998, for which the employee did not receive credit due to KRS 61.637(1), by paying a delayed contribution. The payment shall not be picked up by the employer, except as provided in subsection (28) of this Act, and shall be credited to the employee's second retirement account. Service credit obtained under this subsection shall not be used in determining benefits under KRS 61.702. The employee may purchase credit for service prior to August 1, 1998, if:

(a)
The employee retired from one (1) of the retirement systems administered by the Kentucky Retirement Systems and was reemployed prior to August 1, 1998 earning less than the maximum permissible earnings under the Federal Social Security Act;

(b)
The employee elected to participate in a second retirement account effective August 1, 1998, in accordance with KRS 61.637(7); and

(c)
The employee has at least forty-eight (48) months of service if age sixty-five (65), or at least sixty (60) months of service if under age sixty-five (65), in a second account in the systems administered by Kentucky Retirement Systems.

10.
KRS 61.645 shall be amended to change the reference from chairman to chair.  In addition, KRS 61.645(9)(c) shall be amended to allow the board of Kentucky Retirement Systems at its discretion to accept from other states and county employers accumulated sick leave, compensatory time, and annual leave for an employee leaving that employer and accepting employment with Kentucky Retirement Systems.  Such accumulated sick leave, compensatory time, and annual leave shall also be accepted by the executive branch for any employee leaving KRS and accepting employment with the executive branch.  And also such accumulated sick leave, compensatory time, and annual leave shall also be accepted by KRS for any employee leaving the executive branch and accepting employment with KRS

11.
KRS 61.650 shall be amended to update references to chairperson, chairman, and general manager.

12.
KRS 61.665 shall be amended to change the reference from general manager to executive director and the reference from chairman to chair.

13.
KRS 78.510(13) shall be amended to include in the definition of “creditable compensation” any qualified transportation fringes paid or made available on or after January 1, 2001 that are not includable in the employee’s gross income by reason if Section 26 U.S.C. 132(f)(4).

14.
KRS  78.790 shall be amended to update references to chairman and general manager of the board of trustees.

II. COMMENTS RELATIVE TO PROPOSED REVISION

In general, none of these proposed provisions is expected to have any meaningful impact on the employer contribution level under the retirement system.

Section 1, 5 and 13 - The inclusion of automotive fringes in creditable compensation could increase the benefit to an affected member, but there will be a comparable increase in the amount of employer and member contributions since that amount will also be included when the percent of pay funding rate is applied to plan payroll to determine the amount of contributions.  The percent of pay funding rate should not be materially impacted by this change.

Section 9; 3rd item - Any employee qualifying under this proposal shall pay a delayed contribution payment to cover the value of the additional service credit.  Although the delayed contribution amount may not be an exact match to the ultimate value of this additional service credit, it should result on average in a reasonable amount being paid into the system to offset any increased plan liability associated with the additional service credit.  And further assuming that the number of individuals impacted by this proposal is relatively insignificant in relation to the total plan population, there should not be any material cost impact associated with this proposal.

III. ESTIMATED IMPACT ON FUNDING COSTS

No material cost impact anticipated for any of the proposed changes. 

IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same data, actuarial assumptions, methods and plan provisions as used in the June 30, 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.
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Stephen A. Gagel, F.S.A.
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