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SUBJECT/TITLE
An Act relating to retirement for police and firefighters in urban-counties.

SPONSOR
Senator Tom Buford

MANDATE SUMMARY

Unit of Government:

City;

County;
X
Urban County Government

Program/

Office(s) Impacted:
 Lexington-Fayette Urban County Government policemen's and firefighters' retirement fund.  

Requirement:
X
Mandatory

Optional

Effect on

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

PURPOSE/MECHANICS

SB 108 HCS amends the Kentucky Revised Statutes that relate to the policemen and firefighter's retirement fund in urban county governments. The bill would: establish Sept. 18, 2002 as the eligibility date for continued participation in group health insurance (Section 1); require that a member send notice to the retirement board at least 60 days prior to an anticipated service purchase date (Section 2); clarifies language relating to the purchase of service credit for unused sick time (Section 3); provides that beginning September 18, 2002, any member may retire upon completion of at least 20 years of service, regardless of age (Section 4); increases the minimum monthly pension benefit to $1,250 for any retiree or spouse who, as of July 1, 2005, is receiving an annuity of less than $1,250 per month (Section 5); makes minor language clarifications (Section 6); provides a minimum death benefit of $1,500 (Section 7); increases from one to three years the time that a surviving spouse has to have been married  in order to receive benefits (Section 8); grants the board the power to hire an independent counsel to represent the board, and to hire a private investigator to carry out duties of the board (Section 9); allows the board to invest in international or other securities (Section 10); and addresses confidentiality of member data (Section 11). 

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The following is drawn from an actuarial analysis of SB 108 HCS conducted during the 2006 regular session for Lexington Fayette Urban County Government (LFUCG) by Mercer Human Resource Consulting.

Section 1, Section 2, Section 3, and Sections 6 through 11 will have no impact on the Police and Firefighter's Retirement Fund or the LFUCG.

Currently, any member of the Retirement Fund may retire upon or after attaining the age of forty-six, if the member has completed at least (20) years of total service. Section 4 of the bill will allow members to retire after 20 years with no minimum age. Based on the actuarial cost analysis conducted by representatives from Mercer Human Resource Consulting, the impact of the provision on the LFUCG would be substantial. Passage of the proposal would increase the fund's annual liability by $570,000, based on a 2% cost of living increase (COLA). The change would also immediately increase the accrued liability of the pension fund. The actuarial cost analysis conducted by Mercer Human Resource Consulting shows that a higher COLA would further increase the cost.

Based on a 2% COLA, a minimum monthly annuity of $1,250 as proposed in Section 5 of the bill would cause a substantial increase in the Retirement Fund liability over the 2004 funding level, in the amount of $250,000 per year. The actuarial analysis does account for this change being retroactive to July 1, 2005. The actuarial cost analysis conducted by Mercer Human Resource Consulting shows that a higher COLA would further increase the cost.

In summary, the impact of the bill on the Police and Firefighter's Retirement Fund and the LFUCG would be substantial, based on the actuarial analysis conducted for LFUCG by Mercer Human Resource Consulting.
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