KENTUCKY RETIREMENT SYSTEMS

03 RS BR 1031 ... ACTUARIAL COST ANALYSIS SB 82
I. PROPOSED REVISION
Under this proposal, KRS 61.555 would be amended to provide that any service obtained under that section shall be treated as service earned in a hazardous position under the system under which they are currently participating, except that the service shall not be used to determine benefits under KRS 61.702 if:

(a)
The service was obtained prior to July 1, 2003 and the member retires by January 1, 2004, or

(b) The service was obtained on or after July 1, 2003.

II. COMMENTS RELATIVE TO PROPOSED REVISION
Retirement Fund Comments
The cost impact of this proposal is directly dependent on the amount of qualifying service that would now be treated as hazardous duty service rather than nonhazardous duty.  Apparently there is a significant amount of such service, which would now be a liability under the hazardous duty system that was previously treated as a liability for nonhazardous duty service.  This would result in a significant cost impact under the KERS hazardous and CERS hazardous systems.

Insurance Fund Comments 

The impact would be in the hazardous duty systems (KERS and CERS) since service that would have been a liability of the nonhazardous duty systems will now become a liability under the hazardous systems.  The magnitude of this impact will again be in relation to the total of such qualifying service that will now be treated as hazardous duty and enable the member to gain some level of system provided spouse/dependent medical coverage.

III. ESTIMATED IMPACT ON FUNDING COSTS

Retirement Fund
Although not determinable from currently available data, the potential impact of this proposal under the KERS and CERS hazardous systems is expected to be significant.  

Insurance Fund
Impact could be significant under KERS and CERS hazardous systems … this will depend on the total amount of service falling under KRS 61.555. 

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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