December 1, 2005

Mr. Joe Hutchison Deputy Executive Secretary Kentucky Teachers' Retirement System 479 Versailles Road Frankfort, KY 40601-3800

Actuarial Impact - 06 RS BR 210

HB 103

Dear Joe:

We have prepared an actuarial analysis of the impact of 06 RS BR 210 on the Kentucky Teachers' Retirement System,

Sections I through 5 of tile bill establish new tax rates for tobacco products. Section 6 establishes a new fund in the State Treasury known as the children's dental care fund. Revenues from the taxation of "other tobacco products" are to be deposited into this fund. An appropriation of the annual balance of the fund in excess of five million dollars would be required to be used to fund health care benefits and health insurance benefits for active and retired state employees and classified and certified public school personnel. The bill does not specify the proportionate amount to be allocated to the various state retirement systems or to active employees.

Section 7 creates a second new fund in the State Treasury to be known as the Commonwealth fund, All monies received from the surtax oil cigarettes are to be credited to this fluid. Section 7(3) requires thirty-three percent of the fund not to exceed $100 Million be used annually to fund health care benefits and health insurance benefits for active and retired state employees and classified and certified public school personnel. This section does not specify the proportionate amount to be allocated to the various state retirement systems or to active employees.

The bill would not increase benefits or increase participation in benefits. It is not possible to determine the impact the bill would have on the System's Medical Insurance Fund, If the bill gets enacted in its current form, any funds received would be used to help pay the, cost of providing medical benefits to retired members of Kentucky Teachers' Retirement System.

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

Sincerely,

Edward A. Macdonald, ASA, FCA, MAAA President

EAM:sh

January 3, 2005

Mr. C. Gilmore Dutton

Special Projects

Legislative Research Commission

Capitol Annex Room 039

Frankfort, Kentucky  40601

RE:
BR  210


HB 103

Dear Gilmore:

Under the provisions of BR 210, additional taxes would be levied on tobacco products and the additional tax revenues would be used in part to finance state and school board employee and retiree healthcare premiums.  Currently, KRS finances retiree healthcare benefits actuarially through employer contributions and return on investment.  BR 210 does not change the level of benefits or the employer contributions required to fund retiree health premiums, but rather it provides an additional source of General Fund dollars to pay the employer contribution rates required by the systems’ actuary.  Consequently, the bill is not anticipated to have an impact on Kentucky Retirement Systems (KRS).  

Sincerely, 



William P. Hanes, Esq.

Executive Director

Kentucky Retirement Systems

06 RS BR 210

HB 103

If the allocation is based on the number of retirees, the anticipated revenue identified in Section 7, subparagraph (3), to be used for the "sole purpose of funding health care benefits and health insurance benefits for active and retired state employees and classified and certified public school personnel" will be negligible as respects the Kentucky Judicial Retirement Plan and the Kentucky Legislators Retirement Plan. For this reason, a significant impact on required funding is not expected. No additional actuarial report will be forthcoming.
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