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SUBJECT/TITLE
An Act relating to retirement and taxicab regulation

SPONSOR
Senator Tom Buford

MANDATE SUMMARY

Unit of Government:

City;

County;
x
Urban County Government

Program/

Office(s) Impacted:
 Lexington/Fayette Urban County Government (LFUCG) Police and Firefighter's Retirement Fund (PFRF); Lexington and Louisville general government

Requirement:
x
Mandatory

Optional

Effect on

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

PURPOSE/MECHANICS

Senate Bill 184/HCS affects two separate aspects of local government.  Sections 1-8 amend the statutes that relate to the police and firefighter's pension funds in urban county governments.  Sections 9-12 will allow the Kentucky Transportation Cabinet to grant authority to a consolidated local government (Louisville-Jefferson County) and urban county government (Lexington-Fayette County) to regulate taxicabs in their jurisdictions.

The bill would change what constitutes a "salary" (Section 1); require the pension board to give the membership the opportunity to determine whether members can retire with full benefits after 20 years of service, regardless of age (Section 2); provide for an annual increase, at the rate provided in KRS 67A.690, in the retirement annuities of those retirees who were receiving an annuity of less than $1,000 on July 1, 2001 (Section 3); allow a surviving spouse to receive an annuity payable until his/her death even if the spouse remarries (Section 4); provide that the board must set an employer contribution rate every two years instead of three (Section 5); require that a surplus be used to reduce the employee contribution, not the government contribution (Section 6); delete the age reference for an annual increase and add members who retired under non-occupational disability to the list of those entitled to an increase in their annuity (Section 7); and, provide continued access to group health insurance for all members of the PFRF and all members of the urban county city employees pension fund, make available group health insurance to new retirees, and provide for participation by beneficiaries, dependents, and disabled children, regardless of age (Section 8).

Section 9 sets forth procedures for Louisville-Jefferson County and Lexington-Fayette County to submit a request for authority to regulate taxicabs, and requirements for local ordinances related to that regulation with Transportation Cabinet review.  Section 10 sets out requirements for the two cities to issue taxicab permits, regulate safety inspections and the like.  Section 11 contains a grandfather clause and Section 12 amends KRS 138.446 to put taxicabs in line for certain motor fuel tax refunds.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

Retirement Provisions

There is no fiscal impact on the LFUCG or the PFRF as a result of Sections 1, 3, 4, and 7 of the bill. 

Section 2 as proposed will have no immediate impact on the pension board.  However, if the majority of members vote in favor of the 20 year provision, the impact on LFUCG would be substantial.  Based on the actuarial cost analysis conducted by representatives from William M. Mercer, Inc., the initial increase in accrued liability for the pension fund would be approximately $13 million, with an annual estimated increase in liability of $725,000, based on a 2% cost of living increase (COLA).
Section 5 requires the pension board to set an employer contribution rate every two years.  This change will have a minimal impact on the pension fund. 

Section 6 requires that any available surplus be used to reduce the employee contribution, not the government contribution.  The unfunded past liability as of July 1, 2000 (2% COLA) was $44.5 million; therefore, there would be no initial impact.  However, because the LFUCG is responsible for any deficiency in the fund, the provision could potentially have an significant fiscal impact on the local government . 

Section 8 as proposed includes provisions currently provided by the LFUCG and some that are not.  The fiscal impact of those areas not covered is indeterminable but should be minimal.  

In summary, the impact of the bill on the LFUCG and the PFRF could be substantial.  If the membership of the pension board approve the 20 year retirement provision, the unfunded liability would increase approximately $13 million six months after its adoption.  In addition, annual costs would increase by approximately $725,000 million.  An increase in the COLA to 3%, 4% or 5% would only add to the existing unfunded liability.

Taxicab Provisions

The fiscal impact of the taxicab provisions of the bill is indeterminable.  The bill allows LFUCG and Louisville-Jefferson County Metro Government (which will be effective in January 2003) to seek authority from the state Transportation Cabinet to regulate taxicab operations within their jurisdictions.  At this time, taxicab regulatory authority lies with the state Transportation Cabinet.  Presently, a total of 617 cabs are authorized in Louisville, with another 150 in "escrow" with operating authority;  there are 128 in Lexington with 10 in escrow.

Under the measure, the respective cities will be required to pass a resolution expressing an intent to exercise regulatory control, and enact an ordinance and submit that to the cabinet for approval.  The ordinance will address several areas, such as cab safety and road worthiness, a permitting system, rates and fares, taxicab application procedures, routes and areas of service, dispatching, bonding and insurance, record keeping procedures, hearing and appeals processes, permit renewal procedures and penalties for violations.  The legislation requires a separate ordinance dealing with safety and out-of-service criteria for regulated taxicabs.  The bill also establishes requirements for taxicab safety inspections.

Should Lexington and Louisville proceed with taxicab regulation, there will be some initial costs related to administrative time in drawing up and publishing the ordinances and submitting the paperwork to the Transportation Cabinet for approval.  Perhaps there may be some public meetings during which the respective municipalities will explain the issue to affected parties.

The greater cost—should both cities decide to undertake regulation—will be in setting up offices or divisions and devoting personnel time to the regulatory activities.  But, according to spokespersons, both cities currently have divisions or departments that can easily take on the additional duties.  For example, Louisville has a Department of Permits and Licenses that deals with taxicab permits now.  In Lexington, the Department of Public Safety could take over the responsibilities.  According to the Lexington official, there will be some new administrative expenses, but those expenses should be "moderate in that we already do some regulation."  In Louisville, current taxicab regulation involves dealing with cab cleanliness and taking complaints, but the city does not have the power to revoke cab licenses.  Presumably, taxicab license or permit fees can be used to offset some of the administrative expenses incurred with the new regulatory duties.

The bill establishes taxicab safety inspections to be performed by an automotive technician who holds a valid automotive service excellence certificate recognized by the state Department of Vehicle Regulation.  The Louisville spokesperson said that city could actually perform some inspections.

Finally, the bill has a grandfather clause granting existing cab certificate holders operating permits.  Renewal of the permits will be subject to the local regulatory authority, should the respective cities take on that control.
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