KENTUCKY RETIREMENT SYSTEMS

98 RS HB 234/HCS/HFA#1 (Rep.  John Vincent amendment) ... ACTUARIAL COST ANALYSIS
I. PROPOSED REVISION
The monthly contributions paid by the retirement system for hospital and medical insurance would be the same rate as established for the Kentucky Kare Standard High Plan.

II. COMMENTS RELATIVE TO PROPOSED REVISION
Retirement Fund Comments

No impact.

Insurance Fund Comments

Last year, the retirement system’s monthly contribution for hospital and medical insurance increased by approximately 10%.  The premium under the Kentucky Kare Standard High Plan increased by approximately 30%.  Obviously, there would have been a cost increase associated with this proposed amendment based on last year’s results.  The cost impact would be a function of how rapidly premiums increase in the future under the Kentucky Kare Standard High Plan as compared to how rapidly the monthly contributions for hospital and medical insurance would have increased without this amendment.  However, based on recent experience, this difference could be quite significant.
III. ESTIMATED IMPACT ON FUNDING COSTS

Cost impact will depend on actual increases in the future, but would be expected to be significant relative to the insurance fund funding levels.

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, 1997 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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