Local Mandate Fiscal Impact Estimate

Kentucky Legislative Research Commission
2013 Regular Session 
     
Part I:  Measure Information

	Bill Request #:
	1445


	Bill #:
	HB 430 GA


	Bill Subject/Title:
	AN ACT relating to policemen's and firefighter's retirement funds and urban-county governments and declaring an emergency.


	Sponsor:
	Representative Ruth Ann Palumbo


	Unit of Government:
	 
	City
	 
	County
	X
	Urban-County

	
	 
	Charter County
	 
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted:
	Lexington Fayette Urban County Governement


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

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


Part II:  Purpose and Mechanics
HB 430 GA is designed to address the issue of the sustainability of the pension system for police and fire fighters for the Lexington Fayette Urban County Government (LFUCG).  To accomplish this, a task force composed of leaders from LFUCG, Fraternal Order of Police, International Association of Fire Fighter and retirees of both the police and fire departments.  HB 430 GA amends various sections of KRS Chapter 67A to incorporate the recommendations of the task force.
The changes would impact both current and future participants in the plan.  Members who retire as a result of the bill could still participate in the health plan with the receipt of a certificate. New definitions for participation date and actuarial funding level are made.  The bill stipulates that no member may return to work and earn a second pension.  Those members whose participation date, which is the date the member was hired into a position eligible to participate in the plan, occurred prior to July 1, 2013 would pay a contribution rate of 12% upon enactment, the same as new members.  These members could retire at age 41 with 20 years and could receive a certificate to ensure that they would be entitled to an annuity if they retired prior to that age.
Members whose participation date occurs on or after July 1, 2013 would not be able to purchase service credit not related to active military service and the purchase would be limited to no more than four years.  Retirement could not begin until the age of 50 and would require 25 years of service.  The annuity for disability would be modified to reduce the amounts received for those less than 20% from 60% to 50% but the upper limit would remain 75%.  New hires would use a 2.25% multiplier versus the current 2.5%.  The COLA for current retirees would be tiered with those receiving less than $40,000 a year receiving 2%; those between $40,000 but less than $100,000 receiving 1.5%; and those receiving over $100,000 receiving 1% but not until January 1, 2016.  A COLA would no longer be automatic and could occur only if the pension fund is at 85% or more. The provision that excess balances in the reserve fund could be used to reduce employee contributions is deleted.
Under HB 430 GA, LFUCG would be required to have an actuarial analysis done every year rather than every two years.  In addition, at least once every five years they would be required to have an actuarial experience study performed. The results would be used to determine the assumptions to be used in the annual actuarial analysis.  

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
Under HB 430 GA the impact on LFUCG would be a significant reduction in the annual funding requirements into the pension plan. LFUCG contributed $34.1 million into the pension fund in the prior year.  HB 430 GA would require a contribution of not less than $20 million per year.  The actuarial analysis would be reset to use a 30 year amortization for the unfunded liability. Study of the pension plan indicated that the adoption of this method would reduce the unfunded liability by $160 million (a 45% reduction) over the 30 year amortization period. 
	Data Source(s):
	LRC Staff, Lexington Fayette Urban County Government
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