
March 26, 2026 

Mr. Robert B. Barnes 
Deputy Executive Secretary and General Counsel  
Kentucky Teachers’ Retirement System 
479 Versailles Road 
Frankfort, KY  40601-3800 

Re:  Actuarial Analysis of House Bill 642 (26 RS HB 642/SCS 1) 

Dear Beau: 

We have prepared an actuarial analysis of the impact of House Bill 642 (26 RS HB 642/SCS 1) on the 
Teachers’ Retirement System of the State of Kentucky (TRS).  This legislation is a housekeeping bill, but 
certain aspects of the bill may have an actuarial impact to TRS. 

Background 

In summary, House Bill 642 (HB 642) Senate Committee Substitute would: 

1. amend KRS 161.520 to remove the requirement for dependent children over the age of 18 to have
their mental or physical condition approved by a majority of a medical review committee to receive
survivor benefits;

2. amend KRS 161.605 to raise the minimum amount a retired reemployed member may earn per
day from $170 to $200, remove the provision for returning to work 1 month earlier if the member
forfeits 1 month of their retirement benefit, reinstate the pension waiver program and prohibit
members returning to work under its provisions from returning to work as administrators, and make
technical changes;

3. amend KRS 161.608 to clarify that the Teachers' Retirement System (TRS) will acknowledge a
member's earliest participation date in another state administered retirement system to determine
benefit tier;

4. amend KRS 161.620 to allow a member who is a parent to apply for and manage payments to a
disabled child without necessity of a court order or other legal authority;

Additionally, this bill amends KRS 16.198, KRS 61.637, KRS 70.293, KRS 78.5540, and KRS 95.022, but 
none of those pertain to TRS. 

Cost Impact 

In this section, we will summarize our thoughts on each of the proposed amendments in HB 642 and its 
impact on TRS. 

1. This amendment will not impact any of our liabilities as we don’t believe removing the requirement
of a medical review committee will produce any more or less dependent children receiving survivor
benefits.
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2. Per TRS staff, this amendment is not believed to entice active members to retire earlier than
currently anticipated, so therefore, it will not impact any of our liabilities and have no actuarial impact
on TRS.

3. This amendment may potentially impact the projections of TRS as we currently assume that all new
entrants to TRS hired on or after January 1, 2022 will become TRS 4 members.  Per TRS staff, we
believe the number of hires into TRS who would qualify under this amendment would be small, so
we deem this amendment to be not material to TRS.

4. This amendment will not impact any of our liabilities so there is no cost on this amendment.

Actuarial Assumptions 

Any cost estimates contained in this letter are based on the data, methods, assumptions, and provisions 
used in the June 30, 2025 actuarial valuations for TRS, except as noted.  In order to prepare the results in 
this letter, we have utilized appropriate actuarial models that were developed for this purpose.  These 
models use assumptions about future contingent events along with recognized actuarial approaches to 
develop the needed results. 

This cost analysis has been prepared in accordance with generally recognized and accepted actuarial 
principles and practices which are consistent with the principles prescribed by the Actuarial Standards 
Board (ASB) and the Code of Professional Conduct and Qualification Standards for Public Statement of 
Actuarial Opinion of the American Academy of Actuaries. We have not explored any legal issues with 
respect to the proposed plan analysis.  We are not attorneys and cannot give legal advice on such issues.  
We recognize that the proposed changes may be affected by federal law and strongly suggest that you 
review this proposal with counsel. 

The undersigned, Edward J. Koebel and Alisa Bennett, are members of the American Academy of Actuaries 
and meet the Qualification Standards of the American Academy of Actuaries to render the actuarial opinion 
contained herein.  

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

Sincerely, 

Edward J. Koebel, EA, FCA, MAAA Alisa Bennett, FSA, EA, FCA, MAAA 
Chief Executive Officer President 



Actuarial Analysis Summary 

BR or Bill Ref. HB 642/SCS1 Actuarial Analysis Conducted For: 

Date: 3/31/2026 ☐ KERS NH  ☐ KERS Haz  ☐ SPRS  ☐ TRS

Actuary: GRS ☒ CERS NH  ☒ CERS Haz  ☐ LRP    ☐ JRP

Section I:  Executive Summary

In the opinion of the actuary, this bill would make the affected state-administered retirement 
system(s) actuarially: 

☒ MORE SOUND   ☐ LESS SOUND   ☐ NO IMPACT
If actuarially MORE SOUND OR LESS SOUND, please summarize the factors leading to the actuary’s 
opinion: 
The proposed legislation stipulates for the retirement system to collect contributions on the 
payroll of reemployed retirees where no contributions were previously collected. Currently, the 
other employers are subsidizing the UAAL amortization cost that would be paid on behalf of these 
positions that are filled by exempted reemployed retirees. The proposed legislation reduces the 
amount of this subsidy but does not eliminate it entirely since the normal cost contribution rates 
are currently lower than the UAAL amortization cost for the retirement systems. 

For the CERS non-hazardous fund, this would result in an approximate decrease of 0.01% of pay in 
the employer contribution rate for every 100 positions affected by the legislation. Similarly, for 
the CERS hazardous fund, this would result in an approximate decrease of 0.10% of pay in the 
employer contribution rate for every 100 positions affected by the legislation.  

In fiscal year 2025, there were 1,425 reemployed retiree positions exempted from requiring 
employers to pay contributions. However, additional census information was not readily available 
for these positions to perform a more detailed analysis. Additionally, the proposed legislation is 
effective for reemployed retirees whose employment is established or renewed on or after July 1, 
2027. Therefore, there will not be an immediate impact to the retirement system. Rather, 
additional contributions will impact the retirement system over time as new members are hired 
under the proposed legislation. Also, based on the limited positions impacted by this proposed 
legislation, this proposed change would have a negligible impact on the KERS and SPRS funds. 

Does this bill increase or decrease employer costs? ☒ INCREASE  ☒ DECREASE  ☐ NO IMPACT 
Does this bill increase or decrease benefits? ☐ INCREASE  ☐ DECREASE  ☒ NO IMPACT 
Does this bill increase or decrease benefit participation? ☐ INCREASE  ☐ DECREASE  ☒ NO IMPACT 

If the bill impacts employer costs, benefits, or benefit participation, please explain and estimate the 
impact in Sections II and VI. 
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Section II:  Financial Projections

Combined Pension and Retiree Health Plan
CERS  

Non-Hazardous* 
CERS 

Hazardous* N/A 
Current Proposed Current Proposed Current Proposed 

Projected Employer Cost* ($ in Millions)
30-Yr Nominal $ $18,224 $18,224 $8,281 $8,281 N/A N/A 
30-Yr Net Present Value $ $8,286 $8,286 $3,823 $3,823 N/A N/A 

Proj. Normal Cost for New Hire 4.34%   
of pay 

4.34%   
of pay 

8.11%   
of pay 

8.11%   
of pay 

N/A N/A 

*Projected costs are for all employers and all fund sources for entire 30-year period.
Proj. normal cost is the normal cost for new hires after subtracting employee contributions.

Pension Plan
CERS 

Non-Hazardous 
CERS 

Hazardous N/A 
Current Proposed Current Proposed Current Proposed 

Projected UAL ($ in Millions)
Baseline (Year 1) $6,240 $6,240 $2,709 $2,709 N/A N/A 
5 Years $5,385 $5,385 $2,363 $2,363 N/A N/A 
10 Years $5,025 $5,025 $2,162 $2,162 N/A N/A 
20 Years $2,965 $2,965 $1,182 $1,182 N/A N/A 
30 Years $0 $0 $0 $0 N/A N/A 

Projected Funding Ratio (%)
Baseline (Year 1) 61% 61% 57% 57% N/A N/A 
5 Years 69% 69% 66% 66% N/A N/A 
10 Years 73% 73% 73% 73% N/A N/A 
20 Years 86% 86% 89% 89% N/A N/A 
30 Years 100% 100% 100% 100% N/A N/A 



Retiree Health Plan
CERS 

Non-Hazardous 
CERS 

Hazardous N/A 
Current Proposed Current Proposed Current Proposed 

Projected UAL ($ in Millions)
Baseline (Year 1) ($231) ($231) $177 $177 N/A N/A 
5 Years ($366) ($366) $86 $86 N/A N/A 
10 Years ($256) ($256) $131 $131 N/A N/A 
20 Years ($166) ($166) $158 $158 N/A N/A 
30 Years ($308) ($308) $0 $0 N/A N/A 

Projected Funding Ratio (%)
Baseline (Year 1) 107% 107% 91% 91% N/A N/A 
5 Years 109% 109% 96% 96% N/A N/A 
10 Years 106% 106% 94% 94% N/A N/A 
20 Years 103% 103% 93% 93% N/A N/A 
30 Years 104% 104% 100% 100% N/A N/A 

Section III:  Brief Summary of Bill
The proposed legislation removes the current exemption for employers who hire individuals as 
school resource officers, Kentucky guardians, or county police officers as defined under KRS 
70.291- 70.293, who have retired from the Kentucky Employees Retirement System (KERS), the 
County Employees Retirement System (CERS), or the State Police Retirement System (SPRS). 
Currently, employers are not required to make any contributions to the System on behalf of these 
reemployed retirees. 

The proposed legislation requires the employer contribute the normal cost contribution for these 
reemployed retirees whose employment is established or renewed on or after July 1, 2027. These 
reemployed retirees would continue to receive all retirement and insurance benefits under the 
applicable retirement system, and they would not accrue any additional benefits for their 
employment. 



Section IV:  Statement of Assumptions and Methods

Did the analysis rely solely upon the same assumptions & methods previously 
established and utilized by the actuary in the retirement system’s most recent 
actuarial valuation? 

☒ YES    ☐ NO

If NO, please describe each new assumption or method utilized, the basis for selecting the revised 
assumption or method, and whether each new assumption or method increased or decreased projected 
employer costs: 
N/A 

Section V:  Comment from Actuary
Given the current financial condition of the retirement systems administered by KPPA and the 
relative ease for a retiree to seek reemployment and continue to receive their retirement benefit, 
we recommend the retirement systems collect the full employer contribution rate on the payroll of 
reemployed retirees, as currently required for non-exempt positions. However, since a reemployed 
retire is no longer earning benefits in the System (i.e. not incurring a normal cost), it would be 
financially neutral to the System if the employer only contributed the unfunded accrued liability 
(UAAL) amortization cost portion of the total certified employer contribution rate. 

Section VI:  Detailed Actuarial Analysis and Projections (May be attached as Appendix)
Please see attached. 



March 31, 2026 

Mr. Ryan Barrow 
Executive Director 
Kentucky Public Pensions Authority 
1260 Louisville Road 
Frankfort, KY 40601 

Re: Actuarial Analysis of House Bill 642 (26 RS HB 642/SCS 1) and its Financial Impact on the 
Systems Maintained by KPPA 

Dear Mr. Barrow: 

We have reviewed the proposed legislation HB 642 (26 RS HB 642/SCS 1), and the purpose of this letter 
is to communicate the actuarial analysis of this legislation in regards to the five Systems administered by 
the Kentucky Public Pensions Authority (KPPA).  

Summary of Provisions of Proposed Legislation and Fiscal Impact 

The proposed legislation removes the current exemption for employers who hire individuals as school 
resource officers, Kentucky guardians, or county police officers as defined under KRS 70.291- 70.293, 
who have retired from the Kentucky Employees Retirement System (KERS), the County Employees 
Retirement System (CERS), or the State Police Retirement System (SPRS). Currently, employers are not 
required to make any contributions to the System on behalf of these reemployed retirees. 

The proposed legislation requires the employer contribute the normal cost contribution for these 
reemployed retirees whose employment is established or renewed on or after July 1, 2027. These 
reemployed retirees would continue to receive all retirement and insurance benefits under the 
applicable retirement system, and they would not accrue any additional benefits for their employment. 

Given the current financial condition of the retirement systems administered by KPPA and the relative 
ease for a retiree to seek reemployment and continue to receive their retirement benefit, we 
recommend the retirement systems collect the full employer contribution rate on the payroll of 
reemployed retirees, as currently required for non-exempt positions. However, since a reemployed 
retire is no longer earning benefits in the System (i.e. not incurring a normal cost), it would be financially 
neutral to the System if the employer only contributed the unfunded accrued liability (UAAL) 
amortization cost portion of the total certified employer contribution rate. 
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The proposed legislation stipulates for the retirement system to collect contributions on the payroll of 
reemployed retirees where no contributions were previously collected. Currently, the other 
employers are subsidizing the UAAL amortization cost that would be paid on behalf of these positions 
that are filled by exempted reemployed retirees. The proposed legislation reduces the amount of this 
subsidy but does not eliminate it entirely since the normal cost contribution rates are currently lower 
than the UAAL amortization cost for the retirement systems.  

For the CERS non-hazardous fund, this would result in an approximate decrease of 0.01% of pay in the 
employer contribution rate for every 100 positions affected by the legislation. Similarly, for the CERS 
hazardous fund, this would result in an approximate decrease of 0.10% of pay in the employer 
contribution rate for every 100 positions affected by the legislation.  

In fiscal year 2025, there were 1,425 reemployed retiree positions exempted from requiring employers 
to pay contributions. However, additional census information was not readily available for these 
positions to perform a more detailed analysis. Additionally, the proposed legislation is effective for 
reemployed retirees whose employment is established or renewed on or after July 1, 2027. Therefore, 
there will not be an immediate impact to the retirement system. Rather, additional contributions will 
impact the retirement system over time as new members are hired under the proposed legislation. 

Also, based on the limited positions impacted by this proposed legislation, this proposed change would 
have a negligible impact on the KERS and SPRS funds. 

Basis of Calculations 

Except where noted, the calculations are based on the demographic data, methods, assumptions, and 
plan provisions documented in the actuarial valuation as of June 30, 2025, as well as additional 
information provided by KPPA staff for the purposes of this analysis. Our calculations are based upon 
assumptions regarding future events, which may or may not materialize. Depending on actual plan 
experience, actual results could deviate significantly. The estimated impact on the unfunded liability and 
employer contributions are reliant upon the estimated members affected by the proposed legislation. If 
the actual members affected differs significantly, the actual impact on the retirement systems 
maintained by KPPA could be significantly different. 

We are not attorneys, and we cannot provide a legal opinion regarding the changes in this proposed 
legislation. Nothing in this letter should be construed as providing legal, investment or tax advice.  In 
instances we provide comment on certain provisions, our purpose is to educate stakeholders of possible 
unintended consequences based on our experience working with systems in other states.   
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All three of the undersigned are members of the American Academy of Actuaries and meet all of the 
Qualification Standards of the American Academy of Actuaries to render the actuarial opinion herein.  In 
addition, all three are independent of KPPA and are experienced in performing valuations for large 
public retirement systems.  

Sincerely, 
Gabriel, Roeder, Smith & Company 

Daniel J. White, FSA, EA, MAAA Janie Shaw, ASA, EA, MAAA 
Senior Consultant and Actuary Senior Consultant and Actuary 

Krysti Kiesel, ASA, EA, MAAA 
Consultant and Actuary 
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