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COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT

GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2006 REGULAR SESSION
2006-2008 INTERIM

MEASURE

( ) 2006 BR No.
1914

(X)
House
Bill No.
555 GA

( ) Resolution No.


( ) Amendment No.


SUBJECT/TITLE
AN ACT relating to retired teachers, making an appropriation therefor, and declaring an emergency.

SPONSOR
Representative Rasche

NOTE SUMMARY

Fiscal Analysis:

X
Impact


No Impact

Indeterminable Impact

Level(s) of Impact:

X
State


Local

Federal

Budget Unit(s) Impact
Learning and Results Services & Support Education Excellence in Kentucky (SEEK)

Fund(s) Impact:

X
General


Road

Federal



Restricted Agency (Type)

(Other)

FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2005-2006
2006-2007
2007-2008
Future Annual

Rate of Change

Revenues (+/-)





Expenditures (+/-)

+49,943,400
+58,412,900
Indeterminable

Net Effect

-49,943,400
-58,412,900
Indeterminable

______________________________________________________________________________

MEASURE'S PURPOSE:  

The measure sets amounts for amortized costs of a 0.8% cost of living adjustment (COLA) increase in fiscal year 2006-2007 and an additional 0.6% COLA increase in fiscal year 2007-2008. The COLA increases are in addition to the 1.5% annual COLA increase funded by the Teachers' Retirement System. Also, amortized costs of sick leave payments, and prior medical insurance stabilization fund payments are included. A study of pension bond funding for stabilization is included in the measure. Disability earnings limitations are also increased from $27,000 to $40,000 and a provision is included to allow the board to adjust those limits as needed.

PROVISION/MECHANICS: 

Section 1 amends KRS 161.553 to reflect updated amounts for the amortization of prior cost of living increases as well as those projected for fiscal year 2007 and fiscal year 2008, updated amortization payments for sick leave, and for the amortized cost of providing transitional funding for the state medical insurance fund stabilization contribution. Section 1 also directs the Kentucky Teachers' Retirement System to study the feasibility of stabilizing the employer contribution rate using pension obligation bonds. Section 2 amends KRS 161.620 to provide a 0.8% COLA in fiscal year 2006-2007 and a 0.6% COLA in fiscal year 2007-2008 in addition to the 1.5% COLA funded by the KTRS.  Section 3 increases disability earnings limitations. Section 4 adjusts language to conform with changes.

FISCAL EXPLANATION: 

Section 1 revises amortization schedules to reflect scheduled sick leave payments, prior COLAs, and prior medical insurance stabilization fund payments totaling $45,630,600 in fiscal year 2006-2007 and $50,547,800 in fiscal year 2007-2008.

Per KTRS, estimated costs for the provisions of Section 2 (COLA increases) are $4,312,800 for fiscal year 2006-2007 and $7,865,100 for fiscal year 2007-2008.

The provisions of Section 3 are not projected to have a significant fiscal impact.

The provisions of Section 4 have no fiscal impact.

Net fiscal impact is calculated as follow:


Fiscal Year 2006-2007
Fiscal Year 2007-2008

Section 1
$45,630,600
$50,547,800

Section 2
$4,312,800
$7,865,100

Sections 3&4
$0
$0

Total Fiscal Impact
$49,943,400
$58,412,900

Future fiscal impact is indeterminable due to potential changes in KTRS pension fund investment performance, number of eligible retirees, etc. 
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