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	SUBJECT/TITLE
	An act relating to city police and fire departments.


	SPONSOR
	Representative R. Thomas


MANDATE SUMMARY

	Unit of Government:
	x
	City;
	
	County;
	
	Urban County Government


Program/

	Office(s) Impacted:
	Third class cities and police and firefighter retirement funds in 3rd class cities.


	Requirement:
	x
	Mandatory
	
	Optional


Effect on

	Powers & Duties
	x
	Modifies Existing
	
	Adds New
	
	Eliminates Existing


PURPOSE/MECHANICS

Floor amendment #1 modifies the cost of living adjustment (COLA) granted to retired members and beneficiaries of the primary and alternative police and firefighters retirement systems in third class cities. The existing COLA may be increased by the board of directors of the retirement funds by any amount up to the increase in the consumer price index with a maximum increase of 5%. The amendment requires the board of directors to increase the COLA by an amount equal to the COLA for a recipient of Social Security to a maximum of 5% if the increase is actuarially feasible.

	FISCAL EXPLANATION/BILL PROVISIONS
	ESTIMATED COST


Legislative bodies of cities of the third class are required to contribute to retirement funds an amount not less than the amount contributed by members of the police and fire departments. In addition, third class cities are ultimately responsible for payment of retirement benefits if retirement funds do not have sufficient funds to meet the obligations. 

The local impact from the amendment is indeterminate because an actuarial analysis of retirement funds would be required to determine an impact from a COLA and because of the funding requirements of the retirement funds. An actuarial analysis of any change in the amount of retirement benefits provided to retirees would be required to determine the immediate and long term effects to the fund. The amendment requires the board of directors of the retirement funds to order an increase in benefits annually if it is "actuarially feasible" for the fund to make the increase. It is unclear if the funding requirement for cities to make payments of pension benefits in the case of insufficient resources of the retirement fund would make any COLA "actuarially feasible". The maximum amount of the annual increase is limited to 5%, but the city theoretically could be required to make the entire payment if a determination is made that the requirement for cities to make up any shortfall is a provision that contributes to an actuarial evaluation of the fund. If that requirement is not included in the actuarial evaluation of the fund, the impact to a city from a COLA would depend on the actuarial analysis of fund including existing contributions to the fund by the city. The need for an actuarial analysis of a change in pension benefits, and the ambiguity of the term "actuarially feasible" as it applies to the funding requirements of cities to the retirement fund makes the local impact of the amendment indeterminate.
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