KENTUCKY RETIREMENT SYSTEMS

04 RS HB 519 HCS... ACTUARIAL COST ANALYSIS

04 RS BR 1478
I. PROPOSED REVISION
The proposed legislation includes the following changes:

1.
Section 1.  KRS 16.505(8) is amended to clarify the treatment of bonus payments under the definition of  “Creditable compensation.”

2.
Section 1.  KRS 16.505(16) is amended to clarify the definition of “Disability retirement date.”

3.
Section 1.  KRS 16.505(17) is amended to make technical changes.

4.
Section 2.  KRS 16.510 (2) is amended to establish all funds received by State Police Retirement System are trust funds.

5.
Section 3.  KRS 16.578 is amended to insert “system” in place of “State Treasurer.”

6.
Section 4.  KRS 16.582(2)(b) is amended to allow members hired on or after August 1, 2004 to apply for disability if they are eligible for normal or early retirement.

7.
Section 4: KRS 16.582(5) is amended to remove unnecessary language (language stating that a hazardous disability applicant shall receive a benefit based upon actual service if their amount of service is 20 or more years).

8.
Section 5.  KRS 16.642(2) is amended striking the word “registered”.

9.
Section 6.  KRS 16.645 is amended to cross reference Section 18 of this Act (KRS 61.610) to provide uniform procedures for medical examinations after disability retirement for all members of Kentucky Retirement Systems covered under Chapter 16, 61, and 78 of the Kentucky Revised Statutes.

10.
Section 7: KRS 61.510(5) is amended to clarify that interim employees are not included in the definition of employee for purposes of participation in KERS.

11.
Section 7: KRS 61.510(13) is amended to clarify the treatment of bonus payments under the definition of  “Creditable compensation.”

12.
Section 7: KRS 61.510 (20) is amended to provide guidelines for the participation in KERS for assistants to the General Assembly hired before the effective date of the bill and to provide that future assistants to the General Assembly shall be designated as interim employees.

13.
Section 8.  KRS 61.515(2) is amended to establish all funds received by Kentucky Employees Retirement System are trust funds.

14.
Section 9: KRS 61.525(8) is amended and KRS 61.525(9) is created to establish that an employer participating in multiple retirement systems are responsible for determining which job classifications are required to participate in KERS and must report all employees in those job classifications to KERS. 

15.
Section 10.  KRS 61.542(1) is amended to insert “system” in place of “State Treasurer.”

16.
Section 10.  KRS 61.542(1)(a) is amended to add “on the form prescribed by the board” to clarify the method of designating a beneficiary.

17.
Section 10. KRS 61.542(1)(b)(1.) is amended to include “or the percentages indicated do not total one hundred percent (100%)” to clarify the method of disbursement of benefits among multiple beneficiaries if the percentages marked do not equal 100%.

18.
Section 10. KRS 61.542(1)(b)(3.) is amended to insert “system” in place of “State Treasurer.”

19.
Section 10.  KRS 61.542(1)(c)(3.) is amended to provide that the prior beneficiary designation on file with the system will remain in full force and effect if the member files a notification of retirement which is later withdrawn, or found to be invalid or void.  

20.
Section 10.  KRS 61.542(4)(c) and KRS 61.542(5) are amended to insert “system” in place of “State Treasurer.”

21.
Section 11.  KRS 61.545(2)(a) is amended to add participating community action agencies.

22.
Section 12.  KRS 61.552(2), (3), (4), and (5)(a) are amended to provide that members must be vested for retirement benefits in order to purchase delayed service credit.

23.
Section 12.  KRS 61.552(15) is amended to insert “authorized” in place of “approved” where found in this section.

24.
Section 12.  KRS 61.552 is amended to add a new subsection (30) allowing members who are vested for benefits to purchase Federal service credit.  This new subsection replaces 16.537, 61.557, 78.605, which are repealed by this Act.

25.
Section 13.  KRS 61.555(6)(b) is deleted to remove language related to a military service purchase provision that has expired.

26.
Section 14.  KRS 61.590(3) is amended to insert “system” in place of “State Treasurer.”

27.
Section 14.  KRS 61.590(7) is amended to insert “system” in place of “State Treasurer.”

28.
Section 15.  KRS 61.595(3) is amended to insert “system” in place of “State Treasurer.”

29.
Section 16.  KRS 61.600(1)(b) is amended to allow members hired on or after August 1, 2004 to apply for disability if they are eligible for normal or early retirement.

30.
Section 16. KRS 61.600(1)(c), (d), and (e) are amended to make technical changes.

31.
Section 16. KRS 61.600(1)(f) is deleted to remove disability language that has expired.

32.
Section 17.  KRS 61.605 is amended to insert "person" in place of "employee".

33.
Sections 18 and 19.  KRS 61.610 and KRS 61.615 are amended to clarify the annual review process for recipients of a disability retirement allowance.  The member will be required to collect their own medical records and certify to the systems when their records are complete and ready to be sent to the medical examiners for review.  Require the systems to assist members who are having difficulty collecting medical or employment information.  Recipients will have two (2) opportunities to present evidence to the medical examiners and the right to administrative review before a hearing officer.  KRS 61.610 and KRS 61.615 are being amended in response to HIPAA and other federal mandates which have made it difficult for the systems to obtain medical records on behalf of recipients.  Recipients will continue to have the right of judicial review of a discontinuance of benefits in Franklin Circuit Court.  Make technical changes to insert the word "person" in place of "employee".

34.
Section 20.  KRS 61.621 is amended to add the language “totally and permanently” and “to engage in any occupation for remuneration or profit” to clarify the type of disability necessary to qualify for benefits provided under this section.

35.
Section 21.  KRS 61.623 is amended to delete the language “from the State Treasurer’s office and “issued by the State Treasurer” and to delete KRS 61.623(5)(b)(3.) eliminating “undue hardship” as a reason for refusing electronic funds transfer.

36.
Section 22.  KRS 61.630 was amended to clarify that an estate of a beneficiary may not receive monthly benefits.

37.
Section 23.  KRS 61.640(1), (2) and (3) are amended to insert “system” in place of “State Treasurer.”

38.
Section 23.  KRS 61.640(7) is amended to delete the words “beneficiary” and “payment” and add “adjustment option” to clarify the payment option as the Social Security adjustment option.

39.
Section 24.  KRS 61.645(2)(g) is amended to allow reimbursement of an employee for any legal expense resulting from a civil action arising out of the performance of official duties.

40.
Section 24.  KRS 61.645(3) is amended to allow trustees of the Board to serve for five instead of 3 consecutive terms.

41.
Section 25.  KRS 61.650(1)(c) is amended to clarify the standard of performance for an officer and an employee of the Kentucky Retirement Systems.

42.
Section 25.  KRS 61.650(2) is amended to delete “registered.”

43.
Section 26.  KRS 61.660 is amended to allow the board to name a custodian of the funds of Kentucky Retirement Systems and eliminating the provision that names the State Treasurer as custodian of the funds of Kentucky Retirement Systems.

44.
Section 27.  KRS 61.665 is amended to modify the procedures for applying for disability retirement benefits.  The member will be required to collect medical records and certify to the systems when their records are complete and ready to be sent to the medical examiners for review. Require the systems to assist members who are having difficulty collecting medical or employment information.  KS 61.665 also extends the deadlines for filing administrative appeals to allow applicants more time to collect medical records.   KRS 61.665 is being amended in response to HIPAA and other federal mandates which have made it difficult for the systems to obtain medical records on behalf of applicants.  Applicants will continue to have the right of administrative appeal to an independent Hearing Officer and of judicial review of a denial of an application for disability retirement benefits in Franklin Circuit Court. Make technical changes to insert the word "person" in place of "employee".

45.
Section 28.  KRS 61.675 is amended to establish the timeline and procedures for non-executive branch KERS agencies to forward contributions to KRS and the penalties for failure to forward contributions in accordance with statutory deadlines.

46.
Section 29. KRS 61.685 is amended to give specific authority to the system to conduct audits to detect possible fraud, misrepresentation, and change in circumstance that may result in errors in the system records.

47.
Section 30.  KRS 61.701 is amended to strike the word “state” and to add the language “and all funds received in said fund shall be deemed trust funds to be held and applied solely as provided in KRS 61.701.”

48.
Section 31. KRS 61.702(3)(a)(5) is amended to provide that employees of the Council on Postsecondary Education who have at least 15 years of service and were hired prior to January 1, 1993 shall be eligible to use vested service in another retirement system sponsored by the Council for determining insurance benefits at retirement.

49.
Section 31.  KRS 61.702(4)(a) is amended to clarify the provisions for group health insurance rates for spouse, dependent children, disabled children or beneficiary.

50.
Section 31.  KRS 61.702(4)(b) and (c) is amended to insert “each dependent child” in place of  “dependents” for clarity.

51.
Section 31.  KRS 61.702(8) is amended to replace “hired” with “having a membership date.”

52.
Section 32.   KRS 78.510(13) is amended to clarify the treatment of bonuses under the definition of “Creditable compensation.”

53.
Section 33.  KRS 78.520 is amended to establish all funds received by the County Employees Retirement System are trust funds.

54.
Section 34.  KRS 78.540(1) is amended to clarify the circumstances under which a city manager or other appointed local government executive may decline to participate in CERS.

55.
Section 35.  KRS 78.625 is amended to establish the timeline and procedures for agencies to forward contributions to CERS and the penalties for failure to forward contributions in accordance with statutory deadlines.

56.
Section 36.  KRS 78.790 is amended to strike the word “registered”.

57.
Section 37.  The following sections related to purchasing federal service have been repealed and replaced by amendments to Section 12 (61.552): Section 16.537, Section 61.558, Section 78.605.  Section 16.596 related to medical examinations after disability retirement has also been repealed and replaced with a cross reference to 61.610. 

II. COMMENTS RELATIVE TO PROPOSED REVISION

In general, none of these proposed provisions are expected to have any meaningful impact on the employer contribution level under the retirement system.  The change in KRS 61.702 (3)(a)(5) could increase insurance fund liability for the affected members.  Given that plan data indicates few employees meet the eligibility criteria we do not anticipate more than a minimal impact on plan costs.

III. ESTIMATED IMPACT ON FUNDING COSTS

None of the above changes are expected to change required plan contributions.

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, 2003 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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