KENTUCKY RETIREMENT SYSTEMS

HB 114 (01 RS BR 416) ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
KRS 61.510(20) would be revised to amend the definition of ”Officers and employees of the General Assembly” to be employed by the General Assembly for at least six legislative sessions rather than six legislative bienniums.  In addition, such individuals would only participate in KERS if they request membership in the system.

II. COMMENTS RELATIVE TO PROPOSED REVISION
The major issue with this proposal is that it permits an individual to select whether or not to participate.  This optional participation feature opens the way for adverse selection against the system.  Overall, since the affected group of individuals is small in relation to total KERS nonhazardous membership, the cost impact on the system would not be expected to be significant.  However, the precedent of allowing optional participation at the individual’s election and the potential adverse selection issue should be considered in evaluating the appropriateness of this proposal.

III. ESTIMATED IMPACT ON FUNDING COSTS


Non-Hazardous
Hazardous


Proposed Change
KERS
CERS
KERS
CERS
SPRS

As outlined in I
*
None
None
None
None

* Expected 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.
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