KENTUCKY RETIREMENT SYSTEMS
February 22, 2001
Mr. C. Gilmore Duttonprivate 
Special Projects

Legislative Research Commission

Capitol Annex Room 039

Frankfort, Kentucky  40601

RE:
HB 278/HCS


(BR 446)

Dear Gilmore:


HB 278/HCS provides the same benefits as in the actuarial analysis dated February 15, 2001, related to “Nonhazardous Duty Related Death/Disability.”  This is the same analysis as is currently posted for BR 446.  Accordingly, you should use this analysis for HB 278/HCS.


The actuarial analysis shows that the provision is estimated to have a negligible cost.  

Sincerely, 

William P. Hanes, Esq.

General Manager

KENTUCKY RETIREMENT SYSTEMS

NONHAZARDOUS DUTY RELATED DEATH/DISABILITY ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
1.
Effective June 1, 2000, any employee who is not in a hazardous duty position, as defined in KRS 61.592, shall be eligible for benefits payable under this section if the employee dies or becomes disabled as a result of a duty related injury.

2.
For purposes of this section, “duty related injury” means:

(a)
A single traumatic event that occurs while the employee is performing the duties of his position; 

(b)
A single act of violence committed against the employee that is found to be related to his job duties, whether or not it occurs at his job site; and

(c)
The event or act of violence produces a harmful change in the human organism evidenced by objective medical findings.

(d)
Duty related injury does not include the effects of the natural aging process; a communicable disease unless the risk of contracting the disease is increased by nature of the employment; or a psychological, psychiatric, or stress-related change in the human organism unless it is the direct result of a physical injury.

3.
(a)
If the employee dies as a result of a duty related injury and is survived by a spouse, the surviving 

spouse shall be the beneficiary, and this shall supercede the designation of all previous 

beneficiaries of the deceased employee’s retirement account.  

(b)
The surviving spouse may elect to receive the benefits payable under KRS 61.640 or may elect to receive a lump-sum payment of ten thousand dollars ($10,000) and a monthly payment equal to twenty-five percent (25%) of the member's monthly final rate of pay beginning in the month following the member's death and continuing each month until death or until the spouse remarries, whichever occurs first.

4.
If the employee is determined to be disabled pursuant to KRS 61.600 as the result of a duty related injury, the employee may elect to receive benefits determined under the provisions of KRS 61.605, except that the monthly retirement allowance shall not be less than twenty-five percent (25%) of the employee’s monthly final rate of pay.  For purposes of determining disability, the service requirement in KRS 61.600(1)(a) shall be waived.

5.
In the period of time following a member's death or disability during which dependent children survive, monthly payments shall be made for each dependent child who is alive, equal to ten percent (10%) of the deceased or disabled member's monthly final rate of pay; however, total maximum dependent children's benefits shall not be greater than forty percent (40%) of the deceased or disabled member's monthly final rate of pay at the time any particular payment is due. The payments shall commence in the month following the date of death or disability of the member and shall be payable to the beneficiaries, or to a legally appointed guardian or as directed by the system. Benefits shall be payable under this subparagraph notwithstanding an election by a beneficiary to withdraw the deceased member's accumulated contributions as provided in KRS 61.625 or death benefits under any other provisions of KRS 61.515 to 61.705.

II. COMMENTS RELATIVE TO PROPOSED REVISION
There is a cost impact under this proposal for any future occurrences of death or disability among nonhazardous members that are duty related.  The actual cost impact will be a function of the number of such occurrences.  At present there are no specific statistics available for nonhazardous plan members that would give any indication of the frequency of death or disability that is duty related.

Looking at general statewide survey information, the 1999 Kentucky Census of Fatal Occupational Injuries Publication issued in September 2000 showed a total statewide number of fatal occupational injuries of 117 in 1998 and 120 in 1999.  Of this total, about 25% were agricultural industry related which would definitely not be part of KRS membership.  The heaviest concentration of occurrences were transportation incidents.  Based on this survey, there is only a small number of anticipated duty death occurrences statewide, and the number of those that would be covered by either KERS or CERS nonhazardous systems would be even a smaller number than that.  As a result, the incidence of duty related death benefits under the nonhazardous system membership would have a negligible impact on overall funding levels.

Relative to duty related disability benefits, there are no current statistics available on the frequency of such occurrences among the nonhazardous member groups.  We did review a 1996 Kentucky Labor Cabinet survey of occupational injuries and illnesses, but this survey did not provide any information that would give us statistical information on the frequency of such occurrences that would qualify for a duty related disability benefit.  Again, within the nonhazardous groups, we would expect the frequency of such duty related disabilities to be negligible as a percentage of the overall group.

Experience as it develops will indicate the ultimate cost impact of this proposed change.

III. ESTIMATED IMPACT ON FUNDING COSTS

Although there is a cost impact since a duty related benefit is being added for nonhazardous members that is not currently available, the overall expected incidence of events qualifying for such duty related benefits is expected to be insignificant in relation to the overall liabilities of the system.  As such, although it cannot be quantified at this time, we expect the cost impact of this proposed change to be insignificant.

IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same actuarial assumptions and methods as used in the June 30, 2000 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.



                                                                    


       02/15/2001        
Stephen A. Gagel, F.S.A.





Date

William M. Mercer, Incorporated

TEACHERS' RETIREMENT SYSTEM

OF KENTUCKY

February 22, 2001

Mr. C. Gilmore Dutton

Special Projects

Legislative Research Commission

700 Capital Avenue

Room 120 Capitol Annex

Frankfort, Kentucky 40601

RE: 01 RS HB 278 / HCS (01 RS BR 446)

Mr. Dutton:


The Actuary for the Kentucky Teachers' Retirement System has reviewed the provisions contained in 01 RS HB 278 / HCS and determined that there would be minimal actuarial impact to the System in its current form in that very few instances normally would occur given the current language of the bill. The limits that contain the actuarial impact are in the definition of "duty related injury" - a single traumatic event or act of violence that produces a harmful change in the human organism evidenced by objective medical findings.


Per LRC request, this information is needed by noon today and thus is taken from phone contact with the actuaries. A written actuarial report will follow as soon as available.







Sincerely,







Gary L. Harbin, CPA







Executive Secretary

HB 278/HCS (01 RS BR 446)

KENTUCKY JUDICIAL RETIREMENT PLAN

DUTY RELATED DEATH AND DISABILITY BENEFITS ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
1.
Effective June 1, 2000, JRP members shall be eligible for minimum benefits payable under this proposal if the employee dies or becomes disabled as a result of a duty related injury.

2.
For purposes of this proposal, “duty related injury” means:

(a)
A single traumatic event that occurs while the employee is performing the duties of his position; 

(b)
A single act of violence committed against the employee that is found to be related to his job duties, whether or not it occurs at his job site; and

(c)
The event or act of violence produces a harmful change in the human organism evidenced by objective medical findings.

(d)
Duty related injury does not include the effects of the natural aging process; a communicable disease unless the risk of contracting the disease is increased by nature of the employment; or a psychological, psychiatric, or stress-related change in the human organism unless it is the direct result of a physical injury.

3.
(a)
If the employee dies as a result of a duty related injury and is survived by a spouse, the surviving 

spouse shall be the beneficiary, and this shall supercede the designation of all previous 

beneficiaries of the deceased employee’s retirement account.  

(b)
The surviving spouse may elect to receive the regular (non-duty related) death benefits under JRP or may elect to receive a lump-sum payment of ten thousand dollars ($10,000) and a monthly payment equal to twenty-five percent (25%) of the member's monthly final rate of pay beginning in the month following the member's death and continuing each month until death or until the spouse remarries, whichever occurs first.

4.
If the employee is determined to be disabled as the result of a duty related injury, the employee may elect to receive benefits determined under the provisions of JRP, except that the monthly retirement allowance shall not be less than twenty-five percent (25%) of the employee’s monthly final rate of pay. 

5.
In the period of time following a member's death or disability during which dependent children survive, monthly payments shall be made for each dependent child who is alive, equal to ten percent (10%) of the deceased or disabled member's monthly final rate of pay; however, total maximum dependent children's benefits shall not be greater than forty percent (40%) of the deceased or disabled member's monthly final rate of pay at the time any particular payment is due. The payments shall commence in the month following the date of death or disability of the member and shall be payable to the beneficiaries, or to a legally appointed guardian or as directed by the system. Benefits shall be payable under this subparagraph notwithstanding an election by a beneficiary to withdraw the deceased member's accumulated contributions.

II. COMMENTS RELATIVE TO PROPOSED REVISION
There is a cost impact under this proposal for any future occurrences of death or disability among plan members that are duty related to the extent that the duty related benefits under this proposal exceed the current plan benefits for death or disability.  The actual cost impact will be a function of the number of such occurrences.  At present there are no specific statistics available for plan members that would give any indication of the frequency of death or disability that is duty related.

Looking at general statewide survey information, the 1999 Kentucky Census of Fatal Occupational Injuries Publication issued in September 2000 showed a total statewide number of fatal occupational injuries of 117 in 1998 and 120 in 1999.  Of this total, about 25% were agricultural industry related which would definitely not be part of JRP membership.  The heaviest concentration of occurrences were transportation incidents.  Based on this survey, there is only a small number of anticipated duty death occurrences statewide, and the number of those that would be covered by JRP would be even a smaller number than that.  As a result, the anticipated incidence of duty related death benefits under JRP membership would have a negligible impact on overall funding levels.

Relative to duty related disability benefits, there are no current statistics available on the frequency of such occurrences among the JRP members.  We did review a 1996 Kentucky Labor Cabinet survey of occupational injuries and illnesses, but this survey did not provide any information that would give us statistical information on the frequency of such occurrences that would qualify for a duty related disability benefit.  Again, within JRP, the frequency of anticipated duty related disabilities would be negligible as a percentage of the overall group.

It should be noted that the anticipated impact of this proposal is not significant.  This is because very few occurrences of either duty related death or duty related disability are anticipated.  If actual experience results in a more frequent occurrence of either of these events, then the ultimate cost impact will be greater than the anticipated impact.  Experience as it develops will indicate the ultimate cost impact of this proposed change and will only show up as such experience develops over future years.

III. ESTIMATED IMPACT ON FUNDING COSTS

Although there is an anticipated cost impact to add these duty related benefits under JRP, the overall anticipated incidence of events qualifying for such duty related benefits is expected to be insignificant in relation to the overall liabilities of the plan.  As such, although it cannot be quantified at this time, we expect the cost impact of this proposed change to be insignificant.

IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same actuarial assumptions and methods as used in the June 30, 1999 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.

                                                                    


       02/22/2001        
Stephen A. Gagel, F.S.A.





Date

William M. Mercer, Incorporated
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KENTUCKY LEGISLATORS RETIREMENT PLAN

DUTY RELATED DEATH AND DISABILITY BENEFITS ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
1.
Effective June 1, 2000, LRP members shall be eligible for minimum benefits payable under this proposal if the employee dies or becomes disabled as a result of a duty related injury.

2.
For purposes of this proposal, “duty related injury” means:

(a)
A single traumatic event that occurs while the employee is performing the duties of his position; 

(b)
A single act of violence committed against the employee that is found to be related to his job duties, whether or not it occurs at his job site; and

(c)
The event or act of violence produces a harmful change in the human organism evidenced by objective medical findings.

(d)
Duty related injury does not include the effects of the natural aging process; a communicable disease unless the risk of contracting the disease is increased by nature of the employment; or a psychological, psychiatric, or stress-related change in the human organism unless it is the direct result of a physical injury.

3.
(a)
If the employee dies as a result of a duty related injury and is survived by a spouse, the surviving 

spouse shall be the beneficiary, and this shall supercede the designation of all previous 

beneficiaries of the deceased employee’s retirement account.  

(b)
The surviving spouse may elect to receive the regular (non-duty related) death benefits under LRP or may elect to receive a lump-sum payment of ten thousand dollars ($10,000) and a monthly payment equal to twenty-five percent (25%) of the member's monthly final rate of pay beginning in the month following the member's death and continuing each month until death or until the spouse remarries, whichever occurs first.

4.
If the employee is determined to be disabled as the result of a duty related injury, the employee may elect to receive benefits determined under the provisions of LRP, except that the monthly retirement allowance shall not be less than twenty-five percent (25%) of the employee’s monthly final rate of pay. 

5.
In the period of time following a member's death or disability during which dependent children survive, monthly payments shall be made for each dependent child who is alive, equal to ten percent (10%) of the deceased or disabled member's monthly final rate of pay; however, total maximum dependent children's benefits shall not be greater than forty percent (40%) of the deceased or disabled member's monthly final rate of pay at the time any particular payment is due. The payments shall commence in the month following the date of death or disability of the member and shall be payable to the beneficiaries, or to a legally appointed guardian or as directed by the system. Benefits shall be payable under this subparagraph notwithstanding an election by a beneficiary to withdraw the deceased member's accumulated contributions.

II. COMMENTS RELATIVE TO PROPOSED REVISION
There is a cost impact under this proposal for any future occurrences of death or disability among plan members that are duty related to the extent that the duty related benefits under this proposal exceed the current plan benefits for death or disability.  The actual cost impact will be a function of the number of such occurrences.  At present there are no specific statistics available for plan members that would give any indication of the frequency of death or disability that is duty related.

Looking at general statewide survey information, the 1999 Kentucky Census of Fatal Occupational Injuries Publication issued in September 2000 showed a total statewide number of fatal occupational injuries of 117 in 1998 and 120 in 1999.  Of this total, about 25% were agricultural industry related which would definitely not be part of LRP membership.  The heaviest concentration of occurrences were transportation incidents.  Based on this survey, there is only a small number of anticipated duty death occurrences statewide, and the number of those that would be covered by LRP would be even a smaller number than that.  As a result, the anticipated incidence of duty related death benefits under LRP membership would have a negligible impact on overall funding levels.

Relative to duty related disability benefits, there are no current statistics available on the frequency of such occurrences among the LRP members.  We did review a 1996 Kentucky Labor Cabinet survey of occupational injuries and illnesses, but this survey did not provide any information that would give us statistical information on the frequency of such occurrences that would qualify for a duty related disability benefit.  Again, within LRP, the frequency of anticipated duty related disabilities would be negligible as a percentage of the overall group.

It should be noted that the anticipated impact of this proposal is not significant.  This is because very few occurrences of either duty related death or duty related disability are anticipated.  If actual experience results in a more frequent occurrence of either of these events, then the ultimate cost impact will be greater than the anticipated impact.  Experience as it develops will indicate the ultimate cost impact of this proposed change and will only show up as such experience develops over future years.

III. ESTIMATED IMPACT ON FUNDING COSTS

Although there is an anticipated cost impact to add these duty related benefits under LRP, the overall anticipated incidence of events qualifying for such duty related benefits is expected to be insignificant in relation to the overall liabilities of the plan.  As such, although it cannot be quantified at this time, we expect the cost impact of this proposed change to be insignificant.

IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same actuarial assumptions and methods as used in the June 30, 1999 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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Stephen A. Gagel, F.S.A.





Date

William M. Mercer, Incorporated
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