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	(X)
	Senate
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	SUBJECT/TITLE
	An Act relating to retirement


	SPONSOR
	Senator Fred Bradley


NOTE SUMMARY

	Fiscal Analysis:
	     X          Impact
	               No Impact
	   X   Indeterminable Impact

	Level(s) of Impact:
	             X     State
	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	       X       General
	       X         Road
	        X       Federal

	
	       X         Restricted Agency (Type)
	       X        (Other)


FISCAL SUMMARY

_____________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	Indeterminable
	Indeterminable
	

	Net Effect
	
	Indeterminable
	Indeterminable
	


_____________________________________________________________________________

MEASURE'S PURPOSE:  

SB 142/SCS increases the benefit multiplier from 1.97% to 2%, effective February 1, 1999, for Kentucky Employees Retirement System (KERS) members who were participating in one of the state-administered retirement systems as of January 1, 1998 and continues to participate through January 1, 1999.  The benefit multiplier is increased to 2.2% for a KERS member whose date of retirement is between February 1, 1999 and January 31, 2009, and who has at least 20 years of service credit in one of the state-administered retirement systems as of January 1, 1998 and continues to participate through January 1, 1999.  The funding for the increases in the benefit multiplier is required to be provided from existing funds of the retirement allowance account.  The death benefit is increased from $2,500 to $5,000 for retired members of the Kentucky Employees Retirement System, County Employees Retirement System, or the State Police Retirement System who had a minimum of 48 months of service.

PROVISION/MECHANICS:  

Amend KRS 61.595 to increase the benefit multiplier and require funding to be provided from existing funds of the retirement allowance account and amend KRS 61.705 to increase the death benefit.

FISCAL EXPLANATION:  

To quantify the fiscal impact of SB 142/SCS 2, several assumptions are made and two views are presented.  It is assumed that funding for the increase in the multiplier and the death benefit will not be provided in FB 1998-2000 but the benefit improvements will be considered in future actuarially determined costs to the systems.  This will have an impact on future contribution requirements which is presented below along with an analysis of the impact to the funding level of the KERS nonhazardous, KERS hazardous, and the SPRS.  The funding estimates provided by the actuary are based upon the same assumptions and methods used in the June 30, 1997 actuarial valuation and are dependent upon the number of people who take advantage of the temporary increase in the benefit multiplier.  The projected payroll was calculated using the average increase for the last three biennium. 

The level of funding for the three systems is displayed from the June 30, 1997 Annual Actuarial Valuation Report and a projected level is listed for June 30, 2000.  The projected level of funding is adjusted for the estimated future impact of the benefit improvements included in SB 142/SCS 2.

Overall Funding Level Impact from SB 142/SCS 2
	
	KERS Non hazardous
	KERS Hazardous
	SPRS

	6/30/97 Percent Funded
	106.4%
	118.3%
	109.3%

	6/30/2000 Projected Percent Funded
	105.7%
	112.7%
	108.9%

	Impact of SB 142/SCS 2
	        .6%
	        .1%
	        .1%

	Revised 6/30/2000 Level
	105.1%
	112.6%
	108.8%


The impact to the future employer contribution rates is shown below assuming that the benefit increases will be included in future actuarial valuations and calculations.  The projected change does not anticipate any other impacts to the retirement systems that may occur such as economic or legislative changes.  The projected increase in the employer rate is multiplied by the projected salaries for the respective system to determine the increase in funding generated by the increase in the employer contribution rates.

Employer Contribution Rate Impact from SB 142/SCS 2
	 
	KERS Non hazardous
	KERS Hazardous
	SPRS

	    Change in multiplier
	.66%
	
	

	     Increase in Death Benefit
	.10%
	.09%
	.08%

	     Impact of delaying funding
	   .08%
	   .01%
	   .01%

	Total Impact of SB 142/SCS 2
	.84%
	.10%
	.09%

	
	
	
	

	Additional Funds Generated
	$11,013,000
	$93,400
	$33,600


It is estimated that 50% of the employer contributions would come from the General Fund, 11% would come from Federal Funds, 23% would be come from the Road Fund, 6.5% would come from Restricted Funds, and 9.5% would come from other funds.  This estimate is based upon the source of funds expended for the employer contributions in FY 1996-97.

	DATA SOURCE(S)
	Actuarial Analysis, Payroll Disbursement
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