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SUBJECT/TITLE
An act relating to retirement

SPONSOR
Senator Marshall Long

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 Employer Contributions to Pension Systems

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

The bill provides a "window" for state and local government employees who meet certain service credit and age criteria to retire with an annual annuity higher than would be provided under current law. The higher retirement pay would accrue to employees retiring between August 1, 2001, and January 31, 2006, a period of 5 years and 5 months. Eligibility would be limited to employees in nonhazardous positions, with a minimum of 27 years service, and whose age and years of service total to at least 75. The mechanism for the higher retirement pay would be the computation of the employees' retirement pay based upon the employee's highest three salaried years, rather than the highest five years required under current law.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

Local governments would be impacted to the extent that their employees would take advantage of the "high three" window. A direct impact would result from increased employer contribution rates, estimated by the firm of William M. Mercer, Inc. for the Kentucky Retirement Systems to be equal to .05%, or $50 per $100,000, of payroll. The total statewide annual cost to local governments would be approximately $.8 million, based upon $1.6 billion total annual salaries of local government employees in nonhazardous positions participating in the County Employees Retirement System. The employer contribution rate is based upon a thirty year amortization.

Indirect impacts would be realized if the prospect of an increased pension encourages employees to retire earlier than ordinary. Local governments would lose experienced senior employees, but would have the opportunity to replace the older workers with younger recruits at lower salaries.
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