February 2, 2006

Mr. Joe Hutchison 

Deputy Executive Secretary 

Kentucky Teachers' Retirement System 

479 Versailles Road 

Frankfort, KY 40601‑3800

Actuarial Impact ‑ 06 RS BR 1621, Revision 2 SB 253

Dear Joe:

We have prepared an actuarial analysis of the impact of 06 RS BR 1621, Revision 2 on the Kentucky Teachers' Retirement System.

KRS 161.661 (12) limits the income that a member receiving disability benefits may cam annually from employment other than teaching. There are currently two different income limits. One limit applies to members approved for disability retirement on or after July 1, 2002 and the second limit applies to members approved prior to July 1, 2002.

If the annual income from other employment plus the disability benefit for a member approved prior to July 1, 2002 exceed $27,000 or the last earned compensation, whichever is the greater amount, the disability benefit must be reduced to an amount which with earned income will not exceed the last earned compensation or $27,000 whichever is the greater amount.

A member who applies for and is approved for disability retirement on or after July 1, 2002, and whose annual disability benefit is less than $40,000 may cam income in any occupation other than covered employment only to the extent that tile annual income from other employment when added to the annual disability benefit does not exceed $40,000. The Board of Trustees may annually increase the $40,000 limit by the annual increase in the consumer price index, not to exceed five percent.

This bill would an‑Loud the income limitations that existed on June 30, 2002 to increase the $27,000 limit to $40,000 and permit the Board of Trustees to adjust the $40,000 limit annually by the annual increase in the consumer price index, not to exceed five percent, commencing July 1, 2006.

The actuarial cost of 06 RS BR 1621, Revision 2 would be negligible.

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

Sincerely,

Edward A. Macdonald, ASA, FAA, MAAA 

President

EAM‑.sh

