October 31, 2005

Mr. Joe Hutchison

Deputy Executive Secretary

Kentucky Teachers' Retirement System

479 Versailles Road

Frankfort, KY 40601

Actuarial Impact ‑ 06 RS BR 330




SB 24

Dear Joe:

We have prepared an actuarial analysis of the impact of 06 RS BR 330 on the Kentucky Teachers' Retirement System. Our analysis is based onto the June 30, 2004 valuation.

If the bill gets enacted in its current form, KRS 161.550(2) would be amended to require the General Assembly to annually appropriate sufficient funds to provide retired teachers with medical insurance benefits at a level at least equal to the level of medical insurance coverage provided to active teachers. The amendment would further add this requirement to the inviolable contract provision in KRS 161.714.

The level of funding specified in the bill is the equivalent of the annual required contributions of the employer (ARC) defined in Statement Number 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans, issued by the Governmental Accounting Standards Board, Our analysis shows the Total Funding under GASB 43 and 45 is the Regular Contribution (1.50% of payroll), the Stabilization Contribution ($115 million 'in fiscal 06/07 and $154 million in fiscal 07/08), as well as the additional funding requirements above and beyond the regular contribution and the stabilization contribution.

Under this bill, first year employer cost would be $227.2 million. The following table shows the ten‑year projection of the estimated annual costs of this bill.



Fiscal Year
Total Funding

Under

GASB 43 and 45
Regular

Contribution
Stabilization

Contribution
Additional

Required

Contribution

Under

06 RS BR 330

7/l/05‑6/30/06
$269,272,200
$42,030,000
$ 62,900,000
$164,342,200

7/l/06‑6/30/07
277,344,600
43,290,000
115,000,000
119,054,600

7/l/07‑6/30/08
285,705,300
44,595,000
154,000,000
87,110,300

7/l/08‑6/30/09
297,133,512
46,378,800
0
250,754,712

7/1/09‑6/30/10
309,018,852
48,233,952
0
260,784,900

7/1/10‑6/30/11
321,379,607
50,163,310
0
271,216,297

7/1/11‑6/30/12
334,234,791
52,169,842
0
282,064,949

7/1/12‑6/30/13
347,604,182
54,256,636
0
293,347,546

7/1/13‑6/30/14
361,508,350
56,426,902
0
305,081,448

7/1/14‑6/30/15
375,968,684
58,683,978
0
317,284,706

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

Sincerely, 

Edward A. Macdonald, ASA, FCA, MAAA 

President 

Alisa Bennett, EA, ACA

Senior Actuary

