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SUBJECT/TITLE
An Act relating to retirement

SPONSOR
Senator Tom Buford

MANDATE SUMMARY

Unit of Government:

City;

County;
x
Urban County Government

Program/

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

Requirement:
x
Mandatory

Optional

Effect on

Powers & Duties
x
Modifies Existing
x
Adds New
x
Eliminates Existing

PURPOSE/MECHANICS

Senate Bill 184 SCS amends the Kentucky Revised Statutes that relate to the police and firefighter's pension funds in urban county governments.  The bill would change what constitutes a "salary" (Section 1); require the pension board to give the membership the opportunity to determine whether members can retire with full benefits after 20 years of service, regardless of age (Section 2); provide for an annual increase, at the rate provided in KRS 67A.690, in the retirement annuities of those retirees who were receiving an annuity of less than $1,000 on July 1, 2001 (Section 3); allow a surviving spouse to receive an annuity payable until his/her death even if the spouse remarries (Section 4); provide that the board must set an employer contribution rate every two years instead of three (Section 5); require that a surplus be used to reduce the employee contribution, not the government contribution (Section 6); delete the age reference for an annual increase and add members who retired under non-occupational disability to the list of those entitled to an increase in their annuity (Section 7); and, provide continued access to group health insurance for all members of the PFRF and all members of the urban county city employees pension fund, make available group health insurance to new retirees, and provide for participation by beneficiaries, dependents, and disabled children, regardless of age (Section 8).

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

There is no fiscal impact on the LFUCG or the PFRF as a result of Sections 1, 3, 4, and 7 of the bill. 

Section 2 as proposed will have no immediate impact on the pension board.  However, if the majority of members vote in favor of the 20 year provision, the impact on LFUCG would be substantial.  Based on the actuarial cost analysis conducted by representatives from William M. Mercer, Inc., the initial increase in accrued liability for the pension fund would be approximately $13 million, with an annual estimated increase in liability of $725,000, based on a 2% cost of living increase (COLA).
Section 5 requires the pension board to set an employer contribution rate every two years.  This change will have a minimal impact on the pension fund. 

Section 6 requires that any available surplus be used to reduce the employee contribution, not the government contribution.  The unfunded past liability as of July 1, 2000 (2% COLA) was $44.5 million; therefore, there would be no initial impact.  However, because the LFUCG is responsible for any deficiency in the fund, the provision could potentially have an significant fiscal impact on the local government . 

Section 8 as proposed includes provisions currently provided by the LFUCG and some that are not.  The fiscal impact of those areas not covered is indeterminable but should be minimal.  

In summary, the impact of the bill on the LFUCG and the PFRF could be substantial.  If the membership of the pension board approve the 20 year retirement provision, the unfunded liability would increase approximately $13 million six months after its adoption.  In addition, annual costs would increase by approximately $725,000 million.  An increase in the COLA to 3%, 4% or 5% would only add to the existing unfunded liability.
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