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SUBJECT/TITLE
An ACT relating to retirement

SPONSOR
Representative Charles Geveden

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban-County


Charter County
X
Consolidated Local

Program/

Office(s) Impacted:
 Employee pensions and health benefits/employer contributions

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

HB 290 HCS impacts local governments by:


modifying the method of calculating disability retirement pay for local government employees who are members of the County Employees Retirement System (CERS), and who are employed on or after August 1, 2004;


not permitting service credit purchased by members of CERS hired after August 1, 2004, to be used in determining length of service for retirement eligibility, or monthly health insurance employer contribution eligibility;


reducing the retirement benefit factor from 2.2% to 2.0% for members of CERS hired on or after August 1, 2004;


increasing from 5 to 10 years the length of service members of CERS, employed on or after July 1, 2003, would have to accrue before they would be eligible for insurance benefits upon retirement;


limiting the health insurance premium contribution paid to retired members of CERS, hired on or after July 1, 2003, to $10 per month for each year of service, with the monthly contribution being increased each year to reflect the change in the consumer price index; and


specifying that health insurance benefits paid to CERS retirees hired on or after July 1, 2003, shall not be considered as benefits protected under an inviolable contract.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The long term fiscal impact of HB 290 HCS on local governments is expected to be a moderate reduction in the rate of increase in employer retirement contributions; the short term fiscal impact is expected to be a minimal reduction in the rate of increase in employer retirement contributions.

The monthly retirement benefit, for members of CERS who have retired on disability, will be a minimum of 25% of the members’ monthly final rate of pay; currently there is no minimum amount of disability retirement pay.  The impact on employer (local government) retirement contributions is unknown, although it is expected that there will be no change.  The minimum retirement pay provision is proposed to preclude charges of age discrimination against CERS.

Eliminating purchased service credit from counting toward length of service for retirement eligibility and monthly health insurance employer contributions will provide CERS with additional time to invest member funds prior to paying benefits.

Reducing the retirement benefits factor for CERS retirees will lower retirement benefits, thus lowering the amount of retirement system payout.

Increasing the length of service members of CERS would be required to accrue before becoming eligible for insurance benefits upon retirement will preclude some retirees from receiving benefits, thus reducing the liability of the retirement system.

Limiting the amount CERS will pay toward health insurance premiums will sharply reduce the liability of the retirement system, by effectively holding future retirement system contributions to the current retirement system contribution amount.

Specifying that health insurance benefits paid to CERS retirees will not be protected under an inviolable contract will allow future General Assembly's to reduce benefits below the level prescribed in HB 290 HCS.

The various changes proposed in HB 290 HCS are not expected to reduce below current levels the required contribution rate paid by local governments for their employee retirement benefits, but rather to slow the rate of increase in contribution rates.  Because retirement liabilities are amortized over a 30 year period, and the effects of the provisions of HB 290 HCS will be cumulative over time, the immediate impact on the rate of increase in employer retirement contribution rates is expected to be minimal; future impacts are expected to be moderate.
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