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SUBJECT/TITLE
An Act relating to retirement of police and firefighters.

SPONSOR
Representative Kathy Stein, Representative Jesse Crenshaw

MANDATE SUMMARY

Unit of Government:

City;

County;
X
Urban County Government

Program/

Office(s) Impacted:
 Lexington/Fayette Urban County Government Police and Firefighter's Retirement Fund.  

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

Section 1 of this legislation would amend KRS 61.690 to include the police and firefighter's retirement fund.

Section 2 of this legislation would amend KRS 67A.492, relating to police and firefighter's retirement funds in urban county governments.  Prior to 1990 beneficiaries (widows(ers)/dependents) received an annuity equal to a level of forty-five percent 45% of the member's final annuity or rate of pay.  In addition, under current law, a person is eligible for benefits if the beneficiary was married to the member for at least one (1) year prior to the member's death or six (6) months prior to the  member's retirement.  This law became effective July 14, 2000, and applied only to those people who retired after July 14, 2000.  The proposed legislation would set the retirement benefit for all current and future beneficiaries at a level of sixty 60% percent of the deceased member's final rate of pay or final annuity, whichever is greater, regardless of the date of retirement.  It would also provide benefits to those beneficiaries who's spouse died prior to July 14, 2000.  Finally, the proposed legislation would require that the annuity of a deceased member be recalculated as if the member's retirement or death occurred after July 14, 2000. further increasing the retirement benefit to the surviving beneficiary.

Section 3 of this legislation amends KRS 67A.690 to conform with other sections of KRS 67A.  

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

In Fiscal Year 2000, Police and Fire Retirement Fund pension benefits totaled $16.9 million.  There were a total of 566 retirees and 96 beneficiaries.

Complete data was only available for one group of approximately 79 beneficiaries receiving benefits at a level of 45%.  Based on an actuarial analysis performed by William M. Mercer, Inc., the estimated fiscal impact for that group on the retirement fund would be an increase in the Unfunded Accrued Liability (UAL) of approximately $4,000,000 based on a 2% Cost of Living Adjustment (COLA).  The analysis also shows interest cost on the additional liability of $310,000 annually.  Funding the liability over a period of 20 or 10 years would require annual debt service payments of $385,000 or $565,000, respectively.  Higher assumed COLAs increase the UAL.  A 3% COLA increases the UAL and funding cost approximately 10% and a 5% COLA approximately 35% to 40%.

The actuarial analysis notes that all anticipated cost associated with this legislation were not included in the estimate.  Specifically, any death benefit payable to a previously ineligible surviving spouse of a member who died prior to July 14, 2000 is not known because data on that group is currently not available.
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