Local Mandate Fiscal Impact Estimate

Kentucky Legislative Research Commission
2013 Regular Session 


Part I:  Measure Information

	Bill Request #:
	231


	Bill #:
	SB 2 GA


	Bill Subject/Title:
	AN ACT relating to retirement.


	Sponsor:
	Senator Damon Thayer


	Unit of Government:
	 
	City
	X
	County
	 
	Urban-County

	
	 
	Charter County
	 
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted:
	Any entity participating in the County Employees Retirement System.


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

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


Part II:  Purpose and Mechanics
Senate Bill 2 GA will impact participants in the Legislative Retirement Plan (LRP), State Police Retirement System (SPRS), Kentucky Employees Retirement System (KERS), County Employees Retirement System CERS), and the Judicial Retirement Plan (JRP), whose service begins on or after July 1, 2013. Both hazardous and nonhazardous employees are covered by the changes. SB 2 GA will create a hybrid cash balance plan in lieu of the current plan.  Employee and employer contributions are established for each plan and the method for accruing benefits are established.  Definitions are amended and conforming changes are made in various sections of KRS Chapters 6, 16, 21, 61, and 78 to implement the new plan.  The LRP and JRP would be closed to new members beginning July 1, 2013.
Other changes included in the bill deal with restructuring the Board of Trustees of the Kentucky Retirement Systems (KRS) by increasing the number of members from nine to 11.  The Governor would appoint five members rather than three and would make appointments from a list provided by the Kentucky League of Cities; a list provided by the Kentucky Association of Counties; a list provided by the Kentucky School Board Association; and two members with investment experience.  In addition, participants in the hybrid cash balance plan would not have an inviolable contract and the General Assembly would have the authority to amend, suspend or reduce future benefit.  The cost of living allowance (COLA) would be deleted from the statutes and action by the General Assembly would be required in order for one to be provided. The bill would also delete the current provisions for making contributions to the retirement systems; and initiate full payment of the actuarially required contribution would begin in fiscal year 2015.  The amortization schedule would be reset to 30 years for the plans.
Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The fiscal impact of SB 2 GA on local governments who participate in CERS would be a significant savings.  According to the Actuarial Analysis, there are changes that will increase costs and those that will decrease costs.  However, if all provisions of the bill are implemented, local governments who participate in CERS, will see a steady decline in contribution rates for both hazardous and non-hazardous employees over the next 20 years beginning in fiscal year 2015.  According to the Kentucky Retirement System Actuarial Analysis comparison of contribution rates, the contribution rates for non-hazardous employees would decline 35% over the period covered by the analysis.  Furthermore, the contribution rates for hazardous employees would decline 34.7% over the same period. See the attached charts for specific numbers. The analysis sets forth the assumptions and conditions necessary to produce these results.
In summary, Senate Bill 2 GA implements a new plan for participants in KERS, CERS, and SPRS for members beginning participation July 1, 2013.  The bill provides all necessary provisions to establish and operate the new plan.  Changes are made to the structure of the Board of Trustees of KRS and the number of gubernatorial appointees.  The General Assembly would have the authority to provide a COLA to retirees and could also amend, suspend, or reduce benefits of the plan at any time in the future.  Such changes would not impact any benefit accrued up to that point.  The impact on local governments would be a significant savings over time due to the changes in CERS. 
	Data Source(s):
	LRC Staff, Cavanaugh Macdonald Actuarial Analysis


	Preparer:
	Don Mullis
	Reviewer:
	MCY
	Date:
	2/8/13


Page 10

CERS Non-Hazardous Members

(Current Plan Provisions)

	Fiscal Year Ending June 30
	Contribution Rate
	Projected Payroll
	Total Contribution
	Actuarial Accrued Liability

	
	Pension
	Insurance
	Total
	
	
	Pension
	Insurance
	Total

	2013
	12.62%
	6.93%
	19.55%
	$2,260,762,874
	$441,979,142
	$8,918,085,025
	$3,073,973,205
	$11,992,058,230

	2014
	13.74
	5.15
	18.89
	2,312,061,847
	436,712,370
	9,139,567,695
	2,370,771,288
	11,510,338,983

	2015
	14.27
	5.40
	19.67
	2,369,158,739
	466,013,524
	9,463,643,759
	2,535,028,593
	11,998,672,352

	2016
	14.31
	5.64
	19.95
	2,430,848,763
	484,954,328
	9,870,925,557
	2,695,846,394
	12,566,771,951

	2017
	14.51
	5.89
	20.40
	2,496,333,891
	509,252,114
	10,278,285,430
	2,851,995,810
	13,130,281,240

	2018
	15.00
	6.13
	21.13
	2,565,765,341
	542,146,217
	10,684,804,683
	3,002,813,255
	13,687,617,938

	2019
	15.30
	5.60
	20.90
	2,639,069,408
	551,565,506
	11,089,976,476
	3,148,318,860
	14,238,295,336

	2020
	15.60
	5.46
	21.06
	2,716,918,951
	572,183,131
	11,492,564,830
	3,288,227,365
	14,780,792,195

	2021
	15.92
	5.36
	21.28
	2,799,964,913
	595,832,533
	11,892,107,121
	3,421,722,581
	15,313,829,702

	2022
	16.24
	5.26
	21.50
	2,887,247,671
	620,758,249
	12,288,571,992
	3,549,178,583
	15,837,750,575

	2023
	16.59
	5.16
	21.75
	2,978,689,464
	647,864,958
	12,682,377,610
	3,670,876,705
	16,353,254,315

	2024
	16.98
	5.07
	22.05
	3,075,425,140
	678,131,243
	13,072,812,417
	3,786,531,911
	16,859,344,328

	2025
	17.39
	4.98
	22.37
	3,177,699,431
	710,851,363
	13,459,406,736
	3,896,024,917
	17,355,431,653

	2026
	17.83
	4.90
	22.73
	3,285,506,927
	746,795,725
	13,840,644,375
	3,998,741,254
	17,839,385,629

	2027
	18.30
	4.82
	23.12
	3,398,817,543
	785,806,616
	14,216,245,263
	4,094,353,159
	18,310,598,422

	2028
	18.81
	4.75
	23.56
	3,518,128,886
	828,871,166
	14,585,607,017
	4,182,179,110
	18,767,786,127

	2029
	19.37
	4.69
	24.06
	3,644,209,844
	876,796,888
	14,947,974,716
	4,261,265,801
	19,209,240,517

	2030
	19.97
	4.65
	24.62
	3,778,066,173
	930,159,892
	15,303,043,855
	4,331,155,241
	19,634,199,096

	2031
	20.61
	4.59
	25.20
	3,920,489,215
	987,963,282
	15,645,789,827
	4,391,524,548
	20,037,314,375

	2032
	21.32
	4.56
	25.88
	4,071,878,654
	1,053,802,196
	15,983,930,777
	4,443,039,964
	20,426,970,741
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CERS Non-Hazardous Members

(SB2 Provisions)

	Fiscal Year Ending June 30
	Contribution Rate
	Projected Payroll
	Total Contribution
	Actuarial Accrued Liability

	
	Pension
	Insurance
	Total
	
	
	Pension
	Insurance
	Total

	2013
	12.62%
	6.93%
	19.55%
	$2,260,762,874
	$441,979,142
	$8,918,085,025
	$3,073,973,205
	$11,992,058,230

	2014
	13.74
	5.15
	18.89
	2,312,061,847
	436,712,370
	9,139,567,695
	2,370,771,288
	11,510,338,983

	2015
	12.97
	5.40
	18.37
	2,369,158,739
	435,214,460
	9,463,142,084
	2,535,028,593
	11,998,170,677

	2016
	12.75
	5.64
	18.39
	2,430,848,763
	447,033,088
	9,788,214,756
	2,695,846,394
	12,484,061,150

	2017
	12.70
	5.89
	18.59
	2,496,333,891
	464,068,470
	10,112,782,433
	2,851,995,810
	12,964,778,243

	2018
	12.89
	6.13
	19.02
	2,565,765,341
	488,008,568
	10,436,143,963
	3,002,813,255
	13,438,957,218

	2019
	12.89
	5.13
	18.02
	2,639,069,408
	475,560,307
	10,757,951,605
	3,148,318,860
	13,906,270,465

	2020
	12.89
	4.95
	17.84
	2,716,918,951
	484,698,341
	11,077,303,865
	3,288,227,365
	14,365,531,230

	2021
	12.89
	4.83
	17.72
	2,799,964,913
	496,153,783
	11,392,940,472
	3,421,722,581
	14,814,663,053

	2022
	12.90
	4.71
	17.61
	2,887,247,671
	508,444,315
	11,704,960,770
	3,549,178,583
	15,254,139,353

	2023
	12.90
	4.59
	17.49
	2,978,689,464
	520,972,787
	12,013,854,135
	3,670,876,705
	15,684,730,840

	2024
	12.91
	4.48
	17.39
	3,075,425,140
	534,816,432
	12,317,376,539
	3,786,531,911
	16,103,908,450

	2025
	12.91
	4.37
	17.28
	3,177,699,431
	549,106,462
	12,614,449,933
	3,896,024,917
	16,510,474,850

	2026
	12.92
	4.27
	17.19
	3,285,506,927
	564,778,641
	12,903,891,795
	3,998,741,254
	16,902,633,049

	2027
	12.93
	4.16
	17.09
	3,398,817,543
	580,857,918
	13,185,529,954
	4,094,353,159
	17,279,883,113

	2028
	12.94
	4.08
	17.02
	3,518,128,886
	598,785,536
	13,458,625,147
	4,182,179,110
	17,640,804,257

	2029
	12.95
	3.99
	16.94
	3,644,209,844
	617,329,148
	13,722,719,955
	4,261,265,801
	17,983,985,756

	2030
	12.97
	3.92
	16.89
	3,778,066,173
	638,115,377
	13,976,164,869
	4,331,155,241
	18,307,320,110

	2031
	12.98
	3.83
	16.81
	3,920,489,215
	659,034,237
	14,219,287,126
	4,391,524,548
	18,610,811,674

	2032
	12.98
	3.77
	16.75
	4,071,878,654
	682,039,675
	14,453,662,019
	4,443,039,964
	18,896,701,983
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CERS Hazardous Members

(Current Plan Provisions)

	Fiscal Year Ending June 30
	Contribution Rate
	Projected Payroll
	Total Contribution
	Actuarial Accrued Liability

	
	Pension
	Insurance
	Total
	
	
	Pension
	Insurance
	Total

	2013
	20.10%
	17.50%
	37.60%
	$468,033,132
	$175,980,458
	$2,859,041,052
	$1,647,702,755
	$4,506,743,807

	2014
	21.77
	13.93
	35.70
	477,574,804
	170,485,544
	3,009,992,047
	1,364,843,057
	4,374,835,104

	2015
	23.22
	14.66
	37.88
	489,312,015
	185,351,391
	3,128,718,654
	1,470,076,826
	4,598,795,480

	2016
	23.66
	15.40
	39.06
	501,604,999
	195,926,913
	3,279,019,079
	1,575,407,773
	4,854,426,852

	2017
	24.39
	16.13
	40.52
	514,574,457
	208,505,570
	3,431,770,566
	1,680,223,859
	5,111,994,425

	2018
	25.60
	16.87
	42.47
	527,999,571
	224,241,418
	3,587,078,858
	1,783,544,195
	5,370,623,053

	2019
	26.46
	16.11
	42.57
	541,656,396
	230,583,128
	3,745,019,033
	1,885,555,731
	5,630,574,764

	2020
	27.34
	15.86
	43.20
	555,738,900
	240,079,205
	3,905,099,442
	1,985,140,616
	5,890,240,058

	2021
	28.31
	15.64
	43.95
	570,321,265
	250,656,196
	4,066,391,249
	2,081,046,841
	6,147,438,090

	2022
	29.34
	15.42
	44.76
	585,398,803
	262,024,504
	4,228,693,318
	2,171,620,681
	6,400,313,999

	2023
	30.42
	15.17
	45.59
	601,490,193
	274,219,379
	4,391,129,656
	2,255,015,193
	6,646,144,849

	2024
	31.61
	14.93
	46.54
	618,820,035
	287,998,844
	4,552,375,827
	2,328,937,230
	6,881,313,057

	2025
	32.81
	14.67
	47.48
	637,401,219
	302,638,099
	4,711,824,204
	2,391,897,431
	7,103,721,635

	2026
	34.10
	14.41
	48.51
	657,201,449
	318,808,423
	4,868,792,975
	2,442,119,075
	7,310,912,050

	2027
	35.45
	14.20
	49.65
	678,173,451
	336,713,118
	5,023,007,019
	2,479,485,128
	7,502,492,147

	2028
	36.90
	14.06
	50.96
	700,757,788
	357,106,169
	5,173,877,168
	2,505,047,159
	7,678,924,327

	2029
	38.47
	14.00
	52.47
	725,234,261
	380,530,417
	5,320,900,162
	2,518,718,245
	7,839,618,407

	2030
	40.16
	13.96
	54.12
	752,316,569
	407,153,727
	5,463,549,209
	2,521,484,301
	7,985,033,510

	2031
	41.99
	13.92
	55.91
	782,266,361
	437,365,122
	5,602,265,601
	2,515,132,060
	8,117,397,661

	2032
	43.89
	13.92
	57.81
	814,717,849
	470,988,389
	5,738,232,325
	2,502,241,880
	8,240,474,205
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CERS Hazardous Members

(SB2 Provisions)

	Fiscal Year Ending June 30
	Contribution Rate
	Projected Payroll
	Total Contribution
	Actuarial Accrued Liability

	
	Pension
	Insurance
	Total
	
	
	Pension
	Insurance
	Total

	2013
	20.10%
	17.50%
	37.60%
	$468,033,132
	$175,980,458
	$2,859,041,052
	$1,647,702,755
	$4,506,743,807

	2014
	21.77
	13.93
	35.70
	477,574,804
	170,485,544
	3,009,992,047
	1,364,843,057
	4,374,835,104

	2015
	20.94
	14.66
	35.60
	489,312,015
	174,189,980
	3,121,950,365
	1,470,076,826
	4,592,027,191

	2016
	20.90
	15.40
	36.30
	501,604,999
	182,094,016
	3,241,385,133
	1,575,407,773
	4,816,792,906

	2017
	21.18
	16.13
	37.31
	514,574,457
	191,979,120
	3,362,669,522
	1,680,223,859
	5,042,893,381

	2018
	21.84
	16.87
	38.71
	527,999,571
	204,368,377
	3,485,988,082
	1,783,544,195
	5,269,532,277

	2019
	22.15
	14.66
	36.81
	541,656,396
	199,396,730
	3,611,340,978
	1,885,555,731
	5,496,896,709

	2020
	22.47
	14.28
	36.75
	555,738,900
	204,221,392
	3,738,440,095
	1,985,140,616
	5,723,580,711

	2021
	22.82
	13.99
	36.81
	570,321,265
	209,917,836
	3,865,971,428
	2,081,046,841
	5,947,018,269

	2022
	23.17
	13.70
	36.87
	585,398,803
	215,823,856
	3,993,757,347
	2,171,620,681
	6,165,378,028

	2023
	23.52
	13.37
	36.89
	601,490,193
	221,860,885
	4,120,950,812
	2,255,015,193
	6,375,966,005

	2024
	23.92
	13.05
	36.97
	618,820,035
	228,747,438
	4,246,242,802
	2,328,937,230
	6,575,180,032

	2025
	24.24
	12.69
	36.93
	637,401,219
	235,413,994
	4,369,116,026
	2,391,897,431
	6,761,013,457

	2026
	24.59
	12.34
	36.93
	657,201,449
	242,717,136
	4,488,887,443
	2,442,119,075
	6,931,006,518

	2027
	24.93
	12.04
	36.97
	678,173,451
	250,712,554
	4,605,359,964
	2,479,485,128
	7,084,845,092

	2028
	25.26
	11.80
	37.06
	700,757,788
	259,729,633
	4,718,156,220
	2,505,047,159
	7,223,203,379

	2029
	25.60
	11.64
	37.24
	725,234,261
	270,079,709
	4,826,362,179
	2,518,718,245
	7,345,080,424

	2030
	25.92
	11.50
	37.42
	752,316,569
	281,519,930
	4,928,883,213
	2,521,484,301
	7,450,367,514

	2031
	26.23
	11.37
	37.60
	782,266,361
	294,117,609
	5,027,259,015
	2,515,132,060
	7,542,391,075

	2032
	26.45
	11.29
	37.74
	814,717,849
	307,481,952
	5,122,588,305
	2,502,241,880
	7,624,830,185
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