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Agenda
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►History Of Kentucky Retirement COLAs

►Impact of Inflation on Retirees’ Purchasing Power

►Different Types of COLAs

►Practices in Other States

►Kentucky Statutes

►Projected Cost of Various COLAs



Types of COLAs
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►Automatic: No action required. Typically 

a predetermined set rate

►Ad Hoc: each one must be legislatively 

approved



History of Kentucky Retirement COLAs
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►1960’s – 4 COLAs graduated from .25% to 1.47%

►1970’s – 3 COLAs graduated from 2% to 5% (Had 

conditions)

►1980’s – 9 COLAs graduated from $1/month/per 

years of service up to 15% (Often 4% to 4.5%)

►1990’s – 10 COLAs graduated from $2.50/month/per 

year of service to 2% to 3%

►2000’s – 10 COLAs graduated from 1.5% to 3.4%

►2010’s – Last COLA FY2012



Kentucky Statutes

► SB 2 (2013 Regular Session)

► 1.5% COLAs will be granted in the future only if the KRS Board 

(now KRS and CERS) determines that assets of the (respective) 

system(s) are greater than 100% of the actuarial liabilities and 

legislation authorizes the use of surplus funds for the COLA;

► Or the General Assembly fully prefunds the COLA or directs 

the payment of funds in the year the COLA is provided.

► New COLAS are not a part of the Inviolable Contract
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Actual Historical Change in Inflation
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National Trends in COLA
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►Moved away from CPI Driven

►Moved towards caps and fixed rate formulas

►Now more are tied to financial conditions

►Funded status

►Investment performance



Types of COLAs
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►Reserve Account

►Pay from a pre-funded reserve account
►Ties to investment performance

►May require reaching a certain age

►May have a draw down if there is an 

earnings shortfall



Funded Status of Pensions ($millions)
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Cost of Possible Benefit Increase ($millions)
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Connect with Us

1-800-928-4646


