KENTUCKY RETIREMENT SYSTEMS

06 RS BR 16 ... ACTUARIAL COST ANALYSIS

HB 18
I. PROPOSED REVISION
KRS 61.552 would be amended by adding a section 32 to provide that any employee participating in one (1) of the retirement systems administered by Kentucky Retirement Systems who has at least forty-eight (48) months of service if age sixty-five (65) or older or at least sixty (60) months of service if under age sixty-five (65) in the systems administered by Kentucky Retirement Systems may purchase service credit for time spent in a regular full-time position with a Federal Head Start agency operated under a 42 U.S.C. secs. 9831 et seq. which does not participate in a state-administered retirement system by paying to the system a delayed contribution.

II. COMMENTS RELATIVE TO PROPOSED REVISION

Retirement Fund Comments

Since the member is picking up the full cost of additional retirement benefits, there should be minimal cost impact on the retirement fund.  To the extent that the additional service credit enables a member to retire at an earlier age than assumed, this could ultimately impact the retirement benefit liability.  However, only future experience relative to retirement patterns will bear this out.

Insurance Fund Comments

The additional service credit will not increase the medical premium benefit percentage or count toward the eligibility requirements for an insurance benefit.  Therefore this bill is not anticipated to impact contribution requirements for the Insurance Fund.

III. ESTIMATED IMPACT ON FUNDING COSTS

To the extent that this additional service purchase enables a participant to retire at an earlier age than assumed, there is a potential cost to the retirement fund.  This cost cannot be determined from currently available information.  However, it is not anticipated that this cost impact will be significant. 

IV. ACTUARIAL CERTIFICATION
Calculations of the estimated cost impact as summarized in Section III have been based on the same data, actuarial assumptions, methods and plan provisions as used in the June 30, 2005 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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