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Part I:  Measure Information

	Bill Request #:
	231


	Bill #:
	SB 2 HCS 1


	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
HCS 1 to Senate Bill 2 modifies the provisions of the original bill by eliminating any reference to the Legislative Retirement Plan and the Judicial Retirement Plan. It also eliminates the hybrid cash plan provisions.  It retains provisions that would restructure the Board of the Kentucky Retirement Systems (KRS) but increases the number on the board to 13 by adding an additional representative from both the County Employees Retirement System and the Kentucky Employees Retirement System.  The Governor would appoint five rather than the current three and would choose from lists provided by the Kentucky League of Cities, the Kentucky Association of Counties, and the Kentucky School Boards Association.  Qualifications are set forth for the two remaining appointments. Provisions related to payment of actuarial costs associated with salary increases greater than 10% over the five years prior to retirement are also retained with new definitions to clarify which raises are impacted.
New Sections to KRS Chapters 61 and 7A provide that the General Assembly can amend, suspend, or reduce the employee contribution rates as a percentage of creditable compensation under certain circumstances for new hires on or after July 1, 2013.  Any changes would be prospective. SB 2 HCS 1 would create the Public Pension Oversight Board (Board) as a standing committee of the legislature.  It would have the responsibility to review and analyze the benefits, administration, investments, funding, laws, regulations and legislation related to KRS.  Definitions are provided to implement the Board which would have 11 members comprised of appointees by the Speaker of the House, President of the Senate, and Governor.  It would include the State Budget Director, Auditor of Public Accounts, and the Attorney General or their designee.  The Gubernatorial appointments and one each by the Speaker of the House and the President of the Senate would have to meet specific qualifications.  Provisions set forth the duties and authority of the Board.  Language is included to provide for Cost of Living Adjustments (COLAs) subject to the availability of funds and the criteria which must be met are set forth.
The HCS 1 resets the amortization period to 30 years under certain circumstance; commits to fully funding the actuarially required contribution, and deletes the percentage goals currently in the statues.  Conforming changes are made to KRS Chapters 61 and 78 to implement the provisions of the bill.

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The fiscal impact of SB 2 HCS 1 on local government participants in CERS would be a significant savings.  The contribution rates and total annual contributions would be reduced for both hazardous and non-hazardous members.  After the first several years there is a steady decline in rates and a savings of approximately 36% would occur by the end of the 20th year as compared to the projections for the current plan.  The assumptions are set forth in the actuarial analysis which incorporates no ad hoc COLAs, the full funding of the actuarially required contribution beginning in fiscal year 2015, changes to the criteria for hazardous duty retirees, and policies affecting new hires.
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