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SUBJECT/TITLE
An act relating to retirement benefits of police and fire fighters of urban county governments

SPONSOR
Senator Ernesto Scorsone

MANDATE SUMMARY

Unit of Government:

City;

County;
x
Urban County Government

Program/

Office(s) Impacted:
 Police and Firefighters retirement funds and Lexington Urban County Government

Requirement:
x
Mandatory

Optional

Effect on

Powers & Duties
x
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

This legislation modifies the method for determining the annual increase in retirement annuities for retirees by specifying that the allowance shall be based on an amount that is two percent less than the pension fund's annualized rate of return on investments as of June 1 of each year. Currently, the board determines the annual increase, but it must be no less than 2%, nor greater than 5% annually. The proposed legislation also establishes the range for any increase to be not less than 2%, nor greater than 5%.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The urban county government contributes money to the retirement fund on an actuarially funded basis at a rate of member's salaries as fixed by the Board of Trustees every three years, within 6 months after an actuarial analysis that is required under KRS 67A.560. 

Current statutes (KRS 67A.690) require that increases in retirement benefits range from at least 2%, but not greater than 5% as determined by the board. Recent Retirement Fund Board of Trustees policy regarding increases is to increase the benefits at, or marginally higher than the rate of inflation. The increases have ranged from 2.5% - 3.0% for the past 5 years. The goal for annual investment returns from the fund is at least 9%. That rate of return has been achieved for the past 5 years. If the fund were to earn 9% next year, the annual retirement benefit, according to the proposed legislation, would be 5%, or 2.0% - 2.5% greater than the increases awarded over the past five years. 

The total retirement benefits paid last year by the fund were $15,288,394. A 2.0% increase in benefits would increase payments by $305,768, and a 2.5% increase would increase payments by $382210. The actuarial consequences of the increased payment would have to be determined by an actuarial analysis. The results of that analysis would determine how much of the increase in the benefits would have to be supported by additional contributions from the general fund of the urban county government.
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