
Levy Court approves 5% pension contribution for New Hires 
 

The employee pension contribution will increase from 3% to 5% for NEW employees beginning 

January 1, 2020. The change is the result of analysis of various funding scenarios requested by 

Levy Court earlier this year to slow the upward trajectory. Current employees are not impacted. 

  

The Kent County Employee Retirement Program is a Defined Benefit pension program 

funded by the County and eligible full-time employees at varying percentages (1% or 3% or now 

5%) depending upon the date of hire. Each year the pension actuary – The Nyhart Company, 

reviews the pension fund investment performance and others data to determine a figure for the 

Actuarially Determined Contribution.  The ADC is designed to provide sufficient capital to pay 

future retiree benefits. The Fiscal Year 2020 contribution is $3,408,084, up almost $400,000 

from the previous year. 

      

The actuary has already informed Levy Court that the FY2021 contribution (usually 

determined in early February) will increase at least $600,000.  Based upon analysis performed by 

the actuary the increase to the pension contribution is expected to reduce the employer 

contribution by $10 million over the next 30 years.  Other cost savings measures were reviewed 

by the Pension Review Committee, but the advisory group composed of 4 citizens and 3 

employees opted only to recommend the new entrant contribution increase as well as  

elimination of cost of living adjustments to the annual pension benefit. 

 

Synopsis of 30-year Kent County contribution cost projections (New Hires only) 

Scenario #1 - 
Baseline – no 
plan design 

changes 

Scenario #2 – 
Increase EE 

contributions 
from 3% to 5% 
EFF. 01/01/20*  

Scenario #3 –  
2.4% Annual 

Early Retirement 
Reduction factor 

before age 62   

Scenario #4 –  
6% Annual Early 

Retirement 
Reduction factor 

before age 62   

Scenario #5 –  
6% Annual Early 

Retirement 
Reduction factor 

before age 65   
Total Employer 

contribution 
from 2018-2049 
= $94,040,000 

Total Employer 
contribution 

from 2018-2049 
= $85,960,000 

Total Employer 
contribution from 

2018-2049 
= $93,360,000 

Total Employer 
contribution from 

2018-2049  
= $92,290,000 

Total Employer 
contribution from 

2018-2049 
= $87,900,000 

New entrants 
replace 

terminating/ 
retiring 

participants 

New entrants 
contribute 5% 
of pay greater 
than $6,000 

New entrants who 
retire before Age 

62 have 2.4% 
early retirement 

reduction per year 

New entrants who 
retire before Age 
62 have 6% early 

retirement 
reduction per 

year 

New entrants who 
retire before Age 65 

have 6% early 
retirement reduction 

per year 

Employer 
contributions 

are expected to 
remain steady 
near $4 million, 
then decrease 
substantially in 

2039+ as 
amortization 

drops off 

Employer 
contributions 

decrease 
substantially as 
new employees 

begin to 
contribute more 

annually 

Minor decrease in 
employer 

contributions as 
new employees do 

not reach 
retirement age 

until later in 
projection. 

Savings continue 
to be realized after 

the end of  the 
projection period 

Employer 
contributions 
decrease as 

new hires reach 
retirement age. 
Contributions 

would be 
expected to 

continue to be 
lower after the 

end of the 
projection period 

Employer 
contributions 

decrease as new 
hires reach 

retirement age. 
Contributions 

would be expected 
to continue to 

trend downward 
after the end of the 
projection period 



 
Scenario #6 –  

Pro-Rata 
Benefit 

Multiplier  

Scenario #7 – 
Combination of 

Scenarios #2, #5 & #6 

Scenario #8 –  
New DC Plan 
@ 6% of Pay 

Scenario #9 –  
New DC Plan 
@ 9% of Pay 

Total Employer 
contribution from 

2018-2049  
= $84,910,000 

Total Employer 
contribution 

from 2018-2049  
= $72,930,000 

Total Employer 
contribution from 

2018-2049  
= $89,010,000 

Total Employer 
contribution from 

2018-2049  
= $101,910,000 

New entrants 
have a prorated 
benefit multiplier 
for service less 
than 20 years 

New entrants contribute 
5% of pay greater than 

$6,000, Normal Retirement 
age set at Age 65, 6% 

Annual Early Retirement 
Reduction factor before age 

65  & Pro-Rata Benefit 
Multiplier 

New entrants enter 
a new Defined 

Contribution Plan 
with Employer 

Contributions of 6% 

New entrants enter a 
new Defined 

Contribution Plan with 
Employer 

Contributions of 9% 

Employer 
contributions 

drop slightly as 
new employees 
who leave after 

8 years and prior 
to 20 years earn 
a lower benefit 

Contributions savings are 
modest initially, but 

increase to over $1M per 
year at the end of the 

projection period. Cost 
savings are not additive 

due to interaction between 
particular scenarios 

Total Employer 
contributions drop 
from the baselines 

run, but DB Plan will 
continue to require 

contributions in 
future years 

Employer 
contributions are 

increased from the 
baseline. Under this 

scenario, participants 
may earn a benefit 

more comparable to 
the DB Plan 

    *Scenario #2 adopted by Kent County Levy Court on 11/12/19, effective 01/01/20 

 

In addition to the pension cost analysis, the actuary has modeled a number of scenarios to 

reduce projected costs for retiree benefits also known as OPEB – Other Post-Employment 

Benefits (basically benefits other than pension like health, dental, and life insurances).  Similar to 

the pension program, the actuary reviews the OPEB fund investment performance, insurance 

premiums, and other data to estimate future expenses and determine a figure for the Actuarially 

Determined Contribution.  The ADC is designed to provide sufficient capital to pay future retiree 

benefits. The Fiscal Year 2020 contribution is $2,154,449, up almost $800,000 from the previous 

year, and the Fiscal Year 2021 contribution is $2,735,837. 

 

As a result of the OPEB modeling, Levy Court requested a policy amendment creating a 

sliding scale retiree benefits cost share formula for new hires similar to that used by the State of 

Delaware for employees retiring with less than 20 years of service.  However, Commissioners 

opted to take no action on the proposal pending further analysis. 

 

These annual contribution increases are important to County employees because they 

reduce available funds in the budget for current expenses such as health insurance premium 

increases, benefit enhancements, and annual pay raises.  

 

(posted 11/26/19)  

 


