March 7, 2006

Mr. Joe Hutchison 

Deputy Executive Secretary 

Kentucky Teachers' Retirement System 

479 Versailles Road 

Frankfort, KY 40601‑3800

Actuarial Impact ‑ 06 RS HB 664

BR 83

Dear Joe:

We have prepared an actuarial analysis of the impact of 06 RS HB 664 on the Kentucky Teachers' Retirement System.

Section I of the bill qualifies members for hazardous duty status if they teach certain exceptional children and youth, as defined in KRS 157.200, who exhibit violent or disruptive behavior as a condition of their disability. The bill also qualifies school principals for hazardous duty status if they serve as a principal of a school that serves a majority of exceptional children and youth, including students who exhibit violent or disruptive behavior as a condition of their disability. The local school district superintendent is required to annually certify to Kentucky Teachers' Retirement System the names of all members currently working in a hazardous duty position and the names of all employees who have not retired who previously worked in a hazardous duty position.

Section 2(9) amends the definition of "final average salary" to provide a final average salary based on the average of the three highest salaries for members who qualify for hazardous duty retirement status as defined in Section 3 of the bill. Members gaining hazardous duty retirement status will not be required to reach age 55 in order to receive the high‑three benefit calculation.

Section 2(24) defines a "hazardous duty retirement position" for members occupying teaching positions and members occupying administrative positions.

Section 2(25) defines "hazardous duty retirement status".

Section 3(l)(d) amends KRS 161.600 to qualify members for service retirement upon completion of twenty‑five years of Kentucky service with a minimum of twenty years of Kentucky service in hazardous duty positions as defined in Section 2(24) of the bill.
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Section 3(3) of the bill also amends KRS 161,600 by allowing service credit earned in other state administered retirement systems to be used in meeting the requirement for service retirement in a hazardous duty position.

The bill creates a benefit that will not be available to all contributing members of KTRS. Therefore, it is assumed that members occupying a "hazardous duty retirement position" will be identified as a separate class of members an I

I  d the employer contribution for those members will be increased due to HB 664. This would be similar to the treatment of hazardous duty positions in the Kentucky Employees Retirement System.

Pension Plan: As a result of the June 30, 2005 valuation the employer contribution rate for non-university members would need to be increased by 1.32% of payroll from the current statutory rate of 12.355% of payroll (9.105% plus 3.25%) to a required employer contribution rate of 13.675% of payroll. For those members occupying a "hazardous duty retirement position", HB 664 would require an additional increase of 2.07% of payroll bringing the total required employer contribution rate to 15.745% of payroll.

Health Plan‑. As a result of the June 30, 2005 valuation the employer contribution rate for all members would need to be increased by 12.39% of payroll from the current statutory rate of 0.75% of payroll to a required employer contribution rate of 13.14% of payroll. For those members occupying a "hazardous duty retirement position", HB 664 would require an additional increase of 0.60% of payroll bringing the total required employer contribution rate to 13.74% of payroll.

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

Sincerely,

Edward A. Macdonald, ASA, FCA, MAAA 

President

