Senate Substitute for Substitute for HOUSE BILL No. 2333

AN ACT concerning retirement and pensions; relating to the Kansas public employees re-
tirement system and systems thereunder; enacting the Kansas public employees retire-
ment system act of 2015; providing terms, conditions, requirements, benefits and con-
tributions related thereto; relating to employer and employee contributions; member
election; employment after retirement; plan of death and long-term disability benefits;
members of legislature, rate of compensation; retirement benefit options; fiscal notes
on bills that provide retirement benefit enhancements, actuarial cost; sale of real estate
of state agencies, disposition of proceeds to KPERS fund; authorized transfers from
expanded lottery act revenues fund; making certain appropriations for fiscal year 2013;
amending K.S.A. 74-4915 and 74-4919 and K.S.A. 2011 Supp. 74-4914d, 74-4918, 74-
4920, as amended by section 2 of 2012 House Bill No. 2460, 74-4927, 74-4937, 74-4995,
74-49,205, 74-8768 and 75-6609 and repealing the existing sections; also repealing K.S.A.
2011 Supp. 74-49,213.

Be it enacted by the Legislature of the State of Kansas:

New Section 1. (a) The provisions of sections 1 through 18, and
amendments thereto, shall be known and may be cited as the Kansas
public employees retirement system act of 2015.

(b) Any employee who is first employed by a participating employer
on or after January 1, 2015, shall be a member of the system under the
provisions of this act on the first day of employment of such employee
with such participating employer.

(c) This act does not apply to members of the Kansas police and
firemen’s retirement system, K.S.A. 74-4951 et seq., and amendments
thereto, the retirement system for judges, K.S.A. 20-2601 et seq., and
amendments thereto, and security officers as provided in K.S.A. 74-
4914a, and amendments thereto.

(d) A system member may not simultaneously be a member of the
pre-2015 plan and the plan established pursuant to this act. A period of
service may not be credited in more than one retirement plan within the
system.

(e) The board of trustees of the Kansas public employees retirement
system shall administer the provisions of this act in the same manner as
the board administers the provisions of K.S.A. 74-4901 et seq., and
amendments thereto, except as specifically provided in this act.

(f) Unless specifically provided in this act, the provisions of K.S.A.
74-4901 et seq., and amendments thereto, shall be applicable to this act.
In an event that a conflict exists between the provisions of this act and
the provisions of K.S.A. 74-4901 et seq., and amendments thereto, the
provisions of this act shall control, and to that end, no legal or contractual
rights shall inure to the benefit of members or participating employers
under this act with regard to the provisions of K.S.A. 74-4901 et seq., and
amendments thereto, when the provisions of this act control.

(g) Each participating employer as provided in this act and each em-
ployee as defined by this act shall be subject to the provisions of this act
as specified in this act and subject to the provisions of K.S.A. 74-4901 et
seq., and amendments thereto, as appropriate as to terms, conditions and
requirements not specifically covered in this act. The provisions of this
act shall not apply to members of the Kansas public employees retirement
system as provided in K.S.A. 74-4901 et seq., and 74-49,201 et seq., and
amendments thereto, first employed by a participating employer prior to
January 1, 2015, unless otherwise provided in this act.

(h)  The provisions of this act shall be part of and supplemental to the
provisions of K.S.A. 74-4901 et seq., and amendments thereto, subject to
the limitations contained in this act.

New Sec. 2. (a) As used in this act, unless otherwise provided or the
context otherwise requires:

(1) “Act” means the Kansas public employees retirement system act
of 2015;

(2) “active member” means a member who is actively employed by
a participating employer;

(3) “annuity savings account” means the account maintained for con-
tributions of members under section 3, and amendments thereto;

(4) “covered position” means a position with an affiliated employer
that is eligible for membership in the Kansas public employees retirement
system pursuant to the provisions of K.S.A. 74-4901 et seq., and amend-
ments thereto;

(5) “employee” means the same as such term is defined in K.S.A. 74-
4902, and amendments thereto, except that only employees who are first
employed by a participating employer on or after January 1, 2015, or
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employees of a participating employer which affiliates on or after January
1, 2015, are subject to the provisions of this act. The term employee shall
include employees as provided in K.S.A. 74-4931 ef seq., and amendments
thereto, first employed by a participating employer on or after January 1,
2015, or such employees of a participating employer which affiliates on
or after January 1, 2015;

(6) “first employed” means an employee has not been an employee
in a covered position of any participating employer prior to January 1,
2015, and is employed by a participating employer in a covered position
on or after January 1, 2015; an employee who is a former member of the
system who withdrew contribution accounts before January 1, 2015, and
who is again employed by a participating employer in a covered position
on or after January 1, 2015; or an employee who was an inactive non-
vested member and who is again employed by a participating employer
in a covered position on or after January 1, 2015;

(7) “inactive, non-vested member” means a member who has ter-
minated employment with a participating employer and who does not
have a vested retirement benefit in the system on January 1, 2015;

(8) “member” means an individual who is required by section 1, and
amendments thereto, to be a member of the plan;

(9) “normal retirement age” means the attainment of age 65 with
completion of five years of credited service, or 60 with the completion of
30 years of credited service;

(10) “plan” means the plan established within the Kansas public em-
ployees retirement system by section 3, and amendments thereto;

(11) “pre-2015 defined benefit plan” means the plan established pur-
suant to K.S.A. 74-4901 et seq., and amendments thereto, and K.S.A. 74-
49,201 et seq., and amendments thereto;

(12) “retirement annuity account” means the account established for
employer credits of members under section 3, and amendments thereto;
and

(13) “system” means the Kansas public employees retirement system.

(b) Unless specifically provided in this section or in this act, words
and phrases used in this act shall have the meanings ascribed to them as
provided under the provisions of K.S.A. 74-4901 et seq., and amendments
thereto.

New Sec. 3. (a) The board shall establish within the Kansas public
employees retirement system a plan in accordance with the provisions of
this act. Such plan shall be established as part of the pension plan pursuant
to the provisions of K.S.A. 74-4920, and amendments thereto, for the
exclusive benefit of members and such member’s beneficiaries and as a
qualified governmental plan pursuant to sections 401(a) and 414(d) of the
federal internal revenue code and its implementing regulations. Such plan
is established in addition to any retirement, pension, deferred compen-
sation or other benefit plan currently administered by the state or a po-
litical subdivision. Assets of the plan shall be held in the trust for the
Kansas public employees retirement system.

(b) The board shall establish for each member under this plan a re-
tirement annuity account, which shall be credited with employer credits
and interest credits on those employer credits as determined by the board
under section 8, and amendments thereto. The retirement annuity ac-
count shall be used to determine a lump-sum distribution or an annuity
for a vested member upon retirement as provided in section 13, and
amendments thereto.

(c) The board shall establish an annuity savings account for each
member, which shall be credited with employee contributions and inter-
est credits under section 6, and amendments thereto. For a vested mem-
ber under section 12, and amendments thereto, the annuity savings ac-
count shall be used to fund the lump-sum or annuity benefits upon
retirement as provided in section 11, and amendments thereto.

New Sec. 4. The board has the powers and shall perform the duties
regarding the plan established under this act as provided in K.S.A. 74-
4909, and amendments thereto, as applicable. The board may also exer-
cise the powers and shall perform the duties provided in this act.

New Sec. 5. (a) An active member shall contribute 6% of compen-
sation to such member’s annuity savings account. Such contributions shall
be picked up by the employer via a salary reduction as provided in section
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414(h)(2) of the federal internal revenue code. An employer may not pick
up these contributions without a corresponding salary reduction as pro-
vided in section 414(h)(2) of the federal internal revenue code.

(b) A member may not make voluntary contributions to the plan.

New Sec. 6. (a) A member’s annuity savings account is the sum of
the member’s mandatory contributions plus the interest credits on those
contributions, which shall be credited no less frequently than quarterly
based on the account balances as of the last day of the preceding quarter.
Effective January 1, 2015, the interest credits are 5.25% per annum. The
legislature may from time to time prospectively change the interest cred-
its, and expressly reserves the right to do so.

(b) The board may, in the board’s discretion, from time to time pro-
vide for an additional interest credit, subject to the following conditions:
(1) The additional interest credit may not exceed 4% per annum;

(2)  if the funding ratio of the system as a whole is equal to or more
than 80% as certified by the board, the board shall provide for an addi-
tional interest credit which may not exceed the lesser of 4% or a per-
centage of the rate of return on the system’s assets that is above 8% for
a fiscal year which such percentage is equal to the funding ratio of the
system as a whole for each fiscal year;

(3) the additional interest rate for a fiscal year shall not be granted
unless the rate of return on the system’s assets is at least 10% for that
fiscal year; and

(4) if the funding ratio of the system as a whole is less than 80% as
certified by the board, the board shall consider the funding of the system,
market conditions, investment returns and other related factors specified
by the board.

(c) The member’s annuity savings account is vested from the date
that the employee becomes a member of the plan.

(d) Interest credits under subsections (a) and (b) shall not be granted
on the member’s annuity savings account following the end of the second
plan year following the member’s termination of employment under the
plan without vesting in the retirement annuity account as provided in
section 12, and amendments thereto.

(e) For a member to be eligible for an additional interest credit, the
member shall have an account balance at the time the interest credit is
posted to the account.

New Sec. 7. (a) On a quarterly basis, a percentage of compensation
shall be credited to each member’s retirement annuity account, as follows:

(1) Three percent of compensation for each member who has less
than five years of service;

(2) four percent of compensation for each member who has at least
five but less than 12 years of service;

(3) five percent of compensation for each member who has at least
12 but less than 24 years of service; and

(4) six percent of compensation for each member who has 24 or more
years of service.

(b) An active member’s employer shall contribute a percentage of
compensation, determined by the board, which must be allocated to the
death and long-term disability plan under K.S.A. 74-4927, and amend-
ments thereto.

(c) The legislature may from time to time prospectively change em-
ployer credits provided in this section, and expressly reserves the right to
do so.

New Sec. 8. (a) A member’s retirement annuity account is the sum
of all employer credits to the account plus the interest credits on the
account, which shall be credited no less frequently than quarterly, based
on the account balances as of the last day of the preceding quarter. Ef-
fective January 1, 2015, the interest credits are 5.25% per annum. The
legislature may from time to time prospectively change the interest cred-
its, and expressly reserves the right to do so.

(b) The board may, in the board’s discretion, {from time to time pro-
vide for an additional interest credit, subject to the following conditions:
(1) The additional interest credit may not exceed 4% per annum;

(2)  if the funding ratio of the system as a whole, is equal to or more
than 80% as certified by the board, the board shall provide for an addi-
tional interest credit which may not exceed the lesser of 4% or a per-
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centage of the rate of return on the system’s assets that is above 8% for
a fiscal year which such percentage is equal to the overall funded ratio of
the system as a whole for each fiscal year;

(3) the additional interest rate for a fiscal year shall not be granted
unless the rate of return on the system’s assets is at least 10% for that
fiscal year; and

(4) if the funding ratio of the system as a whole is less than 80% as
certified by the board, the board shall consider the funding of the system,
market conditions, investment returns and other related factors specified
by the board.

(c) For a member to be eligible for an additional interest credit, the
member shall have an account balance at the time the interest credit is
posted to the account.

(d) Interest credits under subsections (a) and (b) shall not be granted
on the member’s non-vested retirement annuity account following the
end of the second plan year following the member’s termination of em-
ployment covered under the plan.

New Sec. 9. If the member’s retirement annuity account is not vested
upon the member’s termination of plan membership, as provided in sec-
tion 12, and amendments thereto, the member’s service credit, employer
credits and interest credits are forfeited as provided in section 12, and
amendments thereto. If the member’s retirement annuity account is
vested upon the member’s termination of plan membership, as provided
in section 12, and amendments thereto, but the member dies prior to
attaining normal retirement age without a spouse eligible for the retire-
ment annuity account under section 13, and amendments thereto, the
employer credits and interest credits are forfeited. Forfeitures may not
be used to increase a member’s account.

New Sec. 10. (a) Any time after termination of service or death, a
member who is not vested or the beneficiary of such a member may
terminate plan membership by filing a written application with the board
and taking a distribution of the member’s annuity savings account from
the plan through any combination of the following payout options, each
of which is subject to the applicable provisions of the federal internal
revenue code and the applicable regulations of the internal revenue serv-
ice:

(1) A direct rollover to an eligible retirement plan; or

(2) alump-sum distribution.

(b) The board by official action may specify minimum account bal-
ances for purposes of allowing benefit payment options and rollovers in
accordance with federal law.

New Sec. 11.  (a) A member who is eligible for a benefit under sub-
section (a) or (b) of section 13, and amendments thereto, shall be entitled
to a distribution of such member’s annuity savings account. Such distri-
bution shall be made using mortality rates and interest rates as provided
in subsection (a) of section 13, and amendments thereto, and may be
made in any of the annuity options described in subsection (c) of section
13, and amendments thereto. In lieu of an annuity, a member entitled to
a benefit under subsection (a) of section 13, and amendments thereto,
may elect to receive a lump-sum of such member’s annuity savings ac-
count of any fixed dollar amount or percent, but in no event may the
lump-sum option elected under this section and the lump-sum option
elected under subsection (c) of section 13, and amendments thereto, ex-
ceed 30% of the total value of such member’s annuity savings account
and retirement annuity account.

(b) A member who is not eligible for a benefit under subsection (a)
or (b) of section 13, and amendments thereto, but who terminates em-
ployment in any covered position under the system, may elect to take a
distribution of such member’s entire annuity savings account balance, but
the member shall then forfeit the entire balance in the member’s retire-
ment annuity account.

(¢c) In the case of an active or inactive member:

(1) Who is vested in the member’s annuity savings account;

(2)  who has five or more years of service at death; and

(3) who dies before attaining normal retirement age, with such mem-
ber’s spouse at time of death designated as such member’s sole primary
beneficiary, the member’s surviving spouse on and after the date the
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member would have attained normal retirement age had such member
not died, shall receive an annuity based upon such member’s contribu-
tions and interest credits in the annuity savings account, using factors
established by the board by official action as of the beneficiary’s annuity
start date. The form of benefit shall be a single life annuity with 10-year
certain.

New Sec. 12.  (a) A member is vested, but subject to forfeiture, in the
member’s retirement annuity account upon completion of five years of
service. A member’s benefit is nonforfeitable upon the attainment of nor-
mal retirement age and the completion of at least five years of service,
whichever is later.

(b) If a member who is not vested in the member’s retirement an-
nuity account at termination of employment, has not withdrawn such
member’s annuity savings account and returns to active employment and
membership in the plan within five years of such member’s termination,
such member’s prior years of service, employer credits and interest cred-
its shall be restored upon such return to employment and membership.

New Sec. 13.  (a) Except as provided in subsection (e), a member who
has a nonforfeitable interest in the member’s retirement annuity account,
at any time after termination from service and the attainment of normal
retirement age, shall receive an annuity based upon the balance in such
member’s retirement annuity account, using mortality rates established
by the board by official action as of the member’s annuity start date and
interest rates established by the legislature as of the member’s annuity
start date, and such interest rate shall initially be 6%. The legislature may
from time to time prospectively change the interest rate and the board
may from time to time prospectively change the mortality rates, and the
legislature expressly reserves such rights to do so.

(b) Except as provided in subsection (e), a member who has a vested
interest in the member’s retirement annuity account, who terminates af-
ter attainment of age 55 with the completion of at least 10 years of service,
shall receive an annuity based upon employer credits and interest credits
in such member’s retirement annuity account, using mortality rates es-
tablished by the board by official action as of the member’s annuity start
date and an interest rate established by the legislature as of the member’s
annuity start date, and such interest rate shall initially be 6%. The legis-
lature may from time to time prospectively change the interest rate and
the board may from time to time prospectively change the mortality rates,
and the legislature expressly reserves such rights to do so.

(c) The form of benefit payable under subsections (a) and (b) shall
be a single life annuity with 10-year certain. The member may elect any
option described in K.S.A. 74-4918, and amendments thereto, except the
partial lump-sum option, subject to actuarial factors established by the
board from time to time. The benefit option selected may include a self-
funded cost-of-living adjustment feature, in which the account value is
converted to a benefit amount that increases by a fixed percentage over
time. One or more fixed percentages shall be established by the board,
which may be changed from time to time. In lieu of a part of an annuity,
for a member entitled to a benefit under subsection (a), the member may
elect to receive a lump-sum of such member’s retirement annuity account
of any fixed dollar amount or percent, but in no event may the lump-sum
option elected under this section and the lump-sum option elected under
subsection (a) of section 11, and amendments thereto, exceed 30% of the
total value of such member’s annuity savings account and retirement an-
nuity account.

(d) Except as provided in subsection (d), in the case of an active or
inactive member:

(1) Who is vested in the member’s retirement annuity account;

(2)  who has five or more years of service at death; and

(3) who dies before attaining normal retirement age, with such mem-
ber’s spouse at time of death designated as such member’s sole primary
beneficiary, the member’s surviving spouse on and after the date the
member would have attained normal retirement age had such member
not died, shall receive an annuity based upon employer credits and in-
terest credits in the retirement annuity account, using factors established
by the board by official action as of the beneficiary’s annuity start date.
The form of benefit shall be a single life annuity with 10-year certain.
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(e) If a member’s vested retirement annuity account is less than
$1,000 upon separation from service, or the total of the member’s vested
retirement annuity account and annuity savings account balance is less
than $1,000, the account balance or balances shall be mandatorily dis-
tributed to the member in accordance with section 401(a)(31)(B) of the
federal internal revenue code. If the member does not elect to have such
distribution paid directly to an eligible retirement plan specified by the
participant in a direct rollover or to receive the distribution directly, then
the board will pay the distribution to the member directly.

New Sec. 14. All benefit payments under the plan established pur-
suant to this act are subject to the requirements imposed under federal
internal revenue code 401(a)(9).

New Sec. 15. A member’s beneficiary shall be determined as pro-
vided in the pre-2014 plan. Upon filing a written application with the
board after the death of a member receiving a benefit under subsection
(a) of section 13, and amendments thereto, the member’s beneficiary is
entitled to a $4,000 death benefit as provided in K.S.A. 74-4989, and
amendments thereto.

New Sec. 16.  (a) Members of the retirement system under the Kansas
public employees retirement system act of 2015 shall be covered in the
death and disability plan in accordance with K.S.A. 74-4927, and amend-
ments thereto, but subject to the provisions of this section.

(b) (1) In the event that a member becomes eligible for and begins
receiving a long-term disability benefit under the plan, such member shall
be given participating service credit for the entire period of such disabil-
ity. Such member’s annuity savings account and retirement annuity ac-
count shall be credited with the amount of employee contributions and
employer credits and interest credits prescribed in this act for the entire
period of such disability, but no later than the time prescribed by sub-
section (3).

(2) The salary upon which credits to such member’s annuity savings
account and retirement annuity account are based shall be the employee’s
salary at the time of disability, which shall be adjusted once each year on
January 1, but only after five years of disability, by the lesser of: (A) The
percentage increase in the consumer price index for all urban consumers
as published by the bureau of labor statistics of the United States de-
partment of labor measured in the prior November, minus 1%; or (B)
4% per annum.

(3)  All credits to the annuity savings account and the retirement an-
nuity account shall cease upon the earliest of: (A) Death;

(B) attainment of normal retirement age; or

(C) the date the member is no longer entitled to receive disability
benefits pursuant to law or the terms of the plan as established by the

board.

New Sec. 17.  The provisions of K.S.A. 74-49,122, 74-49,123 and 74-
49,124, and amendments thereto, shall apply to this act. However, the
definitions of “actuarial equivalent” or “actuarial computation” shall not
apply to this act.

New Sec. 18. (a) All electronic and written account statements pro-
vided to the members, or accessible to the members through electronic
account access, shall include:

(1) The anticipated monthly benefit from the account based on a
retirement age of 65;

(2) the anticipated percentage of income replacement provided by
the plan based upon a retirement age of 65; and

(3)  the hypothetical or notional account balance.

(b) All electronic and written account statements provided to the
members, or accessible to the members through electronic account ac-
cess, shall clearly state that additional personal savings in programs like
an internal revenue code section 403(b) plan or a 457 plan will likely be
necessary to insure adequate retirement savings and to address cost-of-
living increases.

(c) The board shall develop and make available to all members an
electronic benefits estimate calculator for the plan established pursuant
to this act.

Sec. 19. K.S.A. 2011 Supp. 74-4914d is hereby amended to read as
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follows: 74-4914d. Any additional cost resulting from the normal retire-
ment date and retirement before such normal retirement date for security
officers as provided in K.S.A. 74-4914c, and amendments thereto, and
disability benefits as provided in K.S.A. 74-4914e, and amendments
thereto, shall be added to the employer rate of contribution for the de-
partment of corrections as otherwise determined under K.S.A. 74-4920,
and amendments thereto, except that the employer rate of contribution
for the department of corrections including any such additional cost
added to such employer rate of contribution pursuant to this section shall
in no event exceed the employer rate of contribution for the department
of corrections for the immediately preceding fiscal year by more than the
following amounts expressed as a percentage of compensation upon
which security officers contribute during the period: (a) For the fiscal
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years 2010 through 2012, an amount not to
exceed more than 0.6% of the amount of the immediately preceding fiscal
year; (b) for the fiscal year commencing in calendar year 2013, an amount
not to exceed more than 0.9% of the amount of the immediately preceding
fiscal year; (c) for the fiscal year commencing in calendar year 2014, an
amount not to exceed more than 1% of the amount of the immediately
preceding fiscal year; (d) for the fiscal year commencing in calendar year
2015, an amount not to exceed more than 1.1% of the amount of the
immediately preceding fiscal year; and (e) for the fiscal year commencing
in calendar year 2016, and in each subsequent calendar year, an amount
not to exceed more than 1.2% of the amount of the immediately preceding
fiscal year.

Sec. 20. K.S.A. 74-4915 is hereby amended to read as follows: 74-
4915. (1) Any member who retires on or after such member’s normal
retirement date shall be entitled to receive an annual retirement benefit
equal to the sum obtained by adding an amount for participating service
and an amount for prior service determined as provided in this section.
The amount for prior service shall be equal to 1% of the member’s prior
service annual salary multiplied by the number of years of prior service
entitled to credit as provided in K.S.A. 74-4913, and amendments thereto,
except that for members retiring on or after July 1, 1981, who were last
employed by a participating employer which had affiliated with the system
under K.S.A. 74-4910, 74-4912, 74-4929 or 74-4991, and amendments
thereto, and for the period commencing January 1, 1986, for members
retiring before July 1, 1981, who were last employed by a participating
employer which had affiliated with the system under K.S.A. 74-4910, 74-
4912, 74-4929 or 74-4991, and amendments thereto, except that any in-
crease in benefits under this section shall be reduced by any postretire-
ment benefit adjustments received by such member prior to July 2, 1985,
the amount for prior service shall be calculated using final average salary
in lieu of prior service annual salary and, in the case of any such member
who became a member under subsection (3) of K.S.A. 74-4925, and
amendments thereto, and for whom a final average salary cannot be oth-
erwise determined, such member’s final average salary shall be based on
all service for which such member received assistance in a plan under
subsection (2) of K.S.A. 74-4925, and amendments thereto, as certified
by such employer upon request of the board. For any member who retires
on or after July 1, 1993, the amount for participating service shall be equal
to the total of 1.75% of the member’s final average salary multiplied by
the number of years of participating service earned prior to January 1,
2014, and, subject to any election made pursuant to the provisions of
section 25, and amendments thereto, 1.4% or 1.85% of the member’s final
average salary multiplied by the number of years of participating service
earned on and after January 1, 2014. If the federal internal revenue serv-
ice fails to grant an approval or issues an adverse decision as described
in section 25, and amendments thereto, the amount for participating serv-
ice earned on and after January 1, 2014, shall be 1.85% of the member’s
final average salary multiplied by the number of years of participating
service earned on and after January 1, 2014. Notwithstanding any pro-
vision of law to the contrary, service that is purchased under the provi-
sions of K.S.A. 74-4919a et seq., and amendments thereto, shall be cred-
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ited at a rate which equals 1.4% of the member’s final average salary for
members that elect the 1.4% multiplier pursuant to subsection (b)(2) of
section 25, and amendments thereto, and 1.75% of the member’s final
average salary for members that elect the 1.85% multiplier pursuant to
subsection (b)(1) of section 25, and amendments thereto.

(2) (A)  Any member who retires on or after July 1, 1993, but before
the normal retirement date and has attained age 60 but has not attained
age 62 with the completion of 10 years of credited service, shall receive
an annual retirement benefit equal to the annual retirement benefit pay-
able had the member retired on the normal retirement date but based
upon the member’s final average salary and years of participating and
prior service credited to the date of actual retirement reduced by an
amount equal to the product of (i) such annual retirement benefit payable
had the member retired on the normal retirement date, multiplied by (ii)
the product of .2% multiplied by the number of months’ difference, to
the nearest whole month, between the member’s attained age at the time
of retirement and age 62.

(B) Any member who retires on or after July 1, 1993, but before the
normal retirement date and has attained age 55 but has not attained age
60 with the completion of 10 years of credited service, shall receive an
annual retirement benefit equal to the annual retirement benefit payable
had the member retired on the normal retirement date but based upon
the member’s final average salary and years of participating and prior
service credited to the date of actual retirement reduced by an amount
equal to the total of: (i) (a) The product of such annual retirement benefit
payable had the member retired on the normal retirement date, multi-
plied by (b) the product of .6% multiplied by the number of months’
difference, to the nearest whole month, between the member’s attained
age at the time of retirement and age 60; and

(ii) on and after July 1, 1993, the product of such annual retirement
benefit payable had the member retired on the normal retirement date,
multiplied by 4.8%.

(3) Upon death of a retirant, there shall be paid to such retirant’s
beneficiary an amount equal to the excess, if any, of such retirant’s ac-
cumulated contributions over the sum of all retirement benefit payments
made.

(4) Such annual retirement benefits shall be paid in equal monthly
installments, except; that the board may provide for the payment of re-
tirement benefits which total less than $240 a year on other than a
monthly basis.

(5) 1Inthe event that an application in such form as may be prescribed
by the board for any amount due under the provisions of this act, is not
filed with the office of the retirement system by the person entitled to
same within five years of the date such amount became due and payable,
an amount equal to same shall be transferred to the retirement benefit
accumulation reserve and such amount shall no longer be due and pay-
able, except that if any such person shall present evidence satisfactory to
the board that such person’s failure to file such application within that
time period was due to lack of knowledge or incapacity on such person’s
part, the amount equal to the amount originally due shall be transferred
from the retirement benefit accumulation reserve to the reserve or re-
serves from which such transfer was initially made and the amount orig-
inally due shall be paid to such person.

(6) The participating employer, when an employee files an applica-
tion for retirement, shall certify to the system all member contributions
of such employee which have not been reported previously. In the event
the amount certified results in an overpayment of retirement benefits,
the employer shall be held responsible for the contribution amount pre-
viously certified from the time of commencement of the overpayment of
retirement benefits until the time that such overpayment is discovered
by the system. At the time that such overpayment of retirement benefits
is discovered by the system, the system shall adjust the amount of retire-
ment benefits paid to the employee to the correct amount based on the
participating employer’s certification of member contributions which had
not been previously reported. The participating employer of the em-
ployee who has had such member’s retirement benefits adjusted as pro-
vided in this subsection shall notify such employee of such overpayment
and such adjustment of retirement benefits. If the contributions previ-
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ously certified are lower than the actual amount reported, the employer
shall be responsible for remitting the correct amount and the member’s
monthly benefit shall be recalculated based on the amount reported by
the employer. When an employee in school employment files such an
application, the participating employer responsible for any such amounts
as provided in this subsection shall be the employee’s eligible employer
as specified in subsection (1), (2) or (3) of K.S.A. 74-4931, and amend-
ments thereto, and shall not be the state of Kansas. The provisions of law
in effect on the retirement date of a member under the system shall
govern the retirement benefit payable to the retirant, any joint annuitant
and any beneficiary.

Sec. 21. K.S.A. 74-4919 is hereby amended to read as follows: 74-
4919. (1) Except as otherwise provided, each participating employer, be-
ginning with the first payroll for services performed after the entry date,
shall deduct from the compensation of each member 4% of such mem-
ber’s compensation as employee contributions. Subject to any election
made pursuant to the provisions of section 25, and amendments thereto,
each participating employer, for services performed by an employee first
employed prior to July 1, 2009, shall deduct from the compensation of
each member, the following amounts expressed as a percentage of com-
pensation during the following periods: (a) Commencing January 1, 2014,
for members who elected to receive an amount for participating service
equal to the total of 1.4% of such member’s final average salary, 4% of
such member’s compensation as employee contributions, and (b) com-
mencing January 1, 2014, for members who elected to receive an amount
for participating service equal to the total of 1.85% of such member’s final
average salary, who did not make an election pursuant to section 25, and
amendments thereto, or if the federal internal revenue service fails to
grant an approval or issues an adverse decision as described in section
25, and amendments thereto, 5% of such member’s compensation as em-
ployee contributions, and commencing January 1, 2015, and in each sub-
sequent calendar year, 6% of such member’s compensation as employee
contributions. Such deductions shall be remitted quarterly, or as the
board may otherwise provide, to the executive director for deposit in the
Kansas public employees retirement fund. Such deductions shall be cred-
ited to the members’ individual accounts and interest shall be added an-
nually to such accounts.

(2) (a) Subject to the provisions of K.S.A. 74-49,123, and amend-
ments thereto, each participating employer, pursuant to the provisions of
section 414(h)(2) of the federal internal revenue code, shall pick up and
pay the contributions which would otherwise be payable by members as
prescribed in subsection (1) commencing with the third quarter of 1984.
The contributions so picked up shall be treated as employer contributions
for purposes of determining the amounts of federal income taxes to with-
hold from the member’s compensation.

(b) Member contributions picked up by the employer shall be paid
from the same source of funds used for the payment of compensation to
amember. A deduction shall be made from each member’s compensation
equal to the amount of the member’s contributions picked up by the
employer, provided that such deduction shall not reduce the member’s
compensation for purposes of computing benefits under the system.

(c) Member contributions picked up by the employer shall be remit-
ted quarterly, or as the board may otherwise provide, to the executive
director for credit to the Kansas public employees retirement fund. Such
contributions shall be credited to a separate account within the member’s
individual account so that amounts contributed by the member com-
mencing with the third quarter of 1984 may be distinguished from the
member contributions picked up by the employer. Interest shall be added
annually to members’ individual accounts.

Sec.22. K.S.A. 2011 Supp. 74-4920, as amended by section 2 of 2012
House Bill No. 2460, is hereby amended to read as follows: 74-4920. (1)
(a) Upon the basis of each annual actuarial valuation and appraisal as
provided for in subsection (3)(a) of K.S.A. 74-4908, and amendments
thereto, the board shall certify, on or before July 15 of each year, to the
division of the budget in the case of the state and to the agent for each
other participating employer an actuarially determined estimate of the
rate of contribution which will be required, together with all accumulated
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contributions and other assets of the system, to be paid by each such
participating employer to pay all liabilities which shall exist or accrue
under the system, including amortization of the actuarial accrued liability
as determined by the board. The board shall determine the actuarial cost
method to be used in annual actuarial valuations, to determine the em-
ployer contribution rates that shall be certified by the board. Such cer-
tified rate of contribution, amortization methods and periods and actuarial
cost method shall be based on the standards set forth in subsection (3)(a)
of K.S.A. 74-4908, and amendments thereto, and shall not be based on
any other purpose outside of the needs of the system.

(b) (i) For employers affiliating on and after January 1, 1999, upon
the basis of an annual actuarial valuation and appraisal of the system
conducted in the manner provided for in K.S.A. 74-4908, and amend-
ments thereto, the board shall certify, on or before July 15 of each year
to each such employer an actuarially determined estimate of the rate of
contribution which shall be required to be paid by each such employer
to pay all of the liabilities which shall accrue under the system from and
after the entry date as determined by the board, upon recommendation
of the actuary. Such rate shall be termed the employer’s participating
service contribution and shall be uniform for all participating employers.
Such additional liability shall be amortized as determined by the board.
For all participating employers described in this section, the board shall
determine the actuarial cost method to be used in annual actuarial valu-
ations to determine the employer contribution rates that shall be certified
by the board.

(ii) The board shall determine for each such employer separately an
amount sufficient to amortize all liabilities for prior service costs which
shall have accrued at the time of entry into the system. On the basis of
such determination the board shall annually certify to each such employer
separately an actuarially determined estimate of the rate of contribution
which shall be required to be paid by that employer to pay all of the
liabilities for such prior service costs. Such rate shall be termed the em-
ployer’s prior service contribution.

(2) The division of the budget and the governor shall include in the
budget and in the budget request for appropriations for personal services
the sum required to satisfy the state’s obligation under this act as certified
by the board and shall present the same to the legislature for allowance
and appropriation.

(3) Each other participating employer shall appropriate and pay to
the system a sum sufficient to satisfy the obligation under this act as
certified by the board.

(4) Each participating employer is hereby authorized to pay the em-
ployer’s contribution from the same fund that the compensation for which
such contribution is made is paid from or from any other funds available
to it for such purpose. Each political subdivision, other than an instru-
mentality of the state, which is by law authorized to levy taxes for other
purposes, may levy annually at the time of its levy of taxes, a tax which
may be in addition to all other taxes authorized by law for the purpose of
making its contributions under this act and, in the case of cities and coun-
ties, to pay a portion of the principal and interest on bonds issued under
the authority of K.S.A. 12-1774, and amendments thereto, by cities lo-
cated in the county, which tax, together with any other fund available,
shall be sufficient to enable it to make such contribution. In lieu of levying
the tax authorized in this subsection, any taxing subdivision may pay such
costs from any employee benefits contribution fund established pursuant
to K.S.A. 12-16,102, and amendments thereto. Each participating em-
ployer which is not by law authorized to levy taxes as described above,
but which prepares a budget for its expenses for the ensuing year and
presents the same to a governing body which is authorized by law to levy
taxes as described above, may include in its budget an amount sufficient
to make its contributions under this act which may be in addition to all
other taxes authorized by law. Such governing body to which the budget
is submitted for approval, may levy a tax sufficient to allow the partici-
pating employer to make its contributions under this act, which tax, to-
gether with any other fund available, shall be sufficient to enable the
participating employer to make the contributions required by this act.

(5) (a) The rate of contribution certified to a participating employer
as provided in this section shall apply during the fiscal year of the partic-



Senate Substitute for Substitute for HOUSE BILL No. 2333—page 11

ipating employer which begins in the second calendar year following the
year of the actuarial valuation.

(b) (i) Except as specifically provided in this section, for fiscal years
commencing in calendar year 1996 and in each subsequent calendar year,
the rate of contribution certified to the state of Kansas shall in no event
exceed the state’s contribution rate for the immediately preceding fiscal
year by more than 0.2% of the amount of compensation upon which
members contribute during the period.

(ii) Except as specifically provided in this subsection, for the fiscal
years commencing in the following calendar years, the rate of contribution
certified to the state of Kansas and to the participating employers under
K.S.A. 74-4931, and amendments thereto, shall in no event exceed the
state’s contribution rate for the immediately preceding fiscal year by more
than the following amounts expressed as a percentage of compensation
upon which members contribute during the period: (A) For the fiscal
yedr commenung in calendar : -

years 2010 thmuﬂh 2()12 an amount
not to exceed more than 0.6% of the amount of the 1mmedlately preced-
ing fiscal year; (B) for the fiscal year commencing in calendar year 2013,
an amount not to exceed more than 0.9% of the amount of the immediately
preceding fiscal year; (C) for the fiscal year commencing in calendar year
2014, an amount not to exceed more than 1% of the amount of the im-
mediately preceding fiscal year; (D) for the fiscal year commencing in
calendar year 2015, an amount not to exceed more than 1.1% of the
amount of the immediately preceding fiscal year; and (E) for the fiscal
year commencing in calendar year 2016, and in each subsequent calendar
year, an amount not to exceed more than 1.2% of the amount of the
immediately preceding fiscal year.

(iii) Except as specifically provided in this section, for fiscal years
commencing in calendar year 1997 and in each subsequent calendar year,
the rate of contribution certified to participating employers other than
the state of Kansas shall in no event exceed such participating employer’s
contribution rate for the immediately preceding fiscal year by more than
0.15% of the amount of compensation upon which members contribute
during the period.

(iv) Except as specifically provided in this subsection, for the fiscal
years commencing in the following calendar years, the rate of contribution
certified to participating employers other than the state of Kansas shall
in no event exceed the contribution rate for such employers for the im-
mediately preceding fiscal year by more than the following amounts ex-
pressed as a percentage of compensation upon which members contribute
durmg the perlod (A) For the fiscal year commencmg in calendar year

yeafyears 2010 thmugh 2()13 an amount not to exceed more than 0. 6%
of the amount of the 1mmed1ate1y preceding fiscal year; (B) for the fiscal
year commencing in calendar year 2014, an amount not to exceed more
than 0.9% of the amount of the immediately preceding fiscal year; (C) for
the fiscal year commencing in calendar year 2015, an amount not to ex-
ceed more than 1% of the amount of the immediately preceding fiscal
year; (D) for the fiscal year commencing in calendar year 2016, an amount
not to exceed more than 1.1% of the amount of the immediately preceding
fiscal year; and (E) for the fiscal year commencing in calendar year 2017,
and in each subsequent calendar year, an amount not to exceed more than
1.2% of the amount of the immediately preceding fiscal year.

(v)  As part of the annual actuarial valuation, there shall be a separate
employer rate of contribution calculated for the state of Kansas, a separate
employer rate of contribution calculated for participating employers un-
der K.S.A. 74-4931, and amendments thereto, a combined employer rate
of contribution calculated for the state of Kansas and participating em-
ployers under K.S.A. 74-4931, and amendments thereto, and a separate
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employer rate of contribution calculated for all other participating em-
ployers.

(vi) There shall be a combined employer rate of contribution certified
to the state of Kansas and participating employers under K.S.A. 74-4931,
and amendments thereto. There shall be a separate employer rate of
contribution certified to all other participating employers.

(vii) If the combined employer rate of contribution calculated for the
state of Kansas and participating employers under K.S.A. 74-4931, and
amendments thereto, is greater than the separate employer rate of con-
tribution for the state of Kansas, the difference in the two rates applied
to the actual payroll of the state of Kansas for the applicable fiscal year
shall be calculated. This amount shall be certified by the board for deposit
as additional employer contributions to the retirement benefit accumu-
lation reserve for the participating employers under K.S.A. 74-4931, and
amendments thereto.

(6) The actuarial cost of any legislation enacted in the 1994 session
of the Kansas legislature will be included in the June 30, 1994, actuarial
valuation in determining contribution rates for participating employers.

(7) The actuarial cost of the provisions of K.S.A. 74-4950i, and
amendments thereto, will be included in the June 30, 1998, actuarial
valuation in determining contribution rates for participating employers.
The actuarial accrued liability incurred for the provisions of K.S.A. 74-
4950i, and amendments thereto, shall be amortized over 15 years.

(8) Except as otherwise provided by law, the actuarial cost of any
legislation enacted by the Kansas legislature, except the actuarial cost of
K.S.A. 74-49,114a, and amendments thereto, shall be in addition to the
employer contribution rates certified for the employer contribution rate
in the fiscal year immediately following such enactment. Such actuarial
cost shall be determined by the qualified actuary employed or retained
by the system pursuant to K.S.A. 74-4908, and amendments thereto, and
reported to the system and the joint committee on pensions, investments
and benefits.

(9) Notwithstanding the provisions of subsection (8), the actuarial
cost of the provisions of K.S.A. 74-49,109 et seq., and amendments
thereto, shall be first reflected in employer contribution rates effective
with the first day of the first payroll period for the fiscal year 2005. The
actuarial accrued liability incurred for the provisions of K.S.A. 74-49,109
et seq., and amendments thereto, shall be amortized over 10 years.

(10) The cost of the postretirement benefit payment provided pur-
suant to the provisions of K.S.A. 2011 Supp. 74-49,114b, and amendments
thereto, for retirants other than local retirants as described in subsection
(11) or insured disability benefit recipients shall be paid in the fiscal year
commencing on July 1, 2007.

(11) The actuarial accrued liability incurred for the provisions of
K.S.A. 2011 Supp. 74-49,114b, and amendments thereto, for the KPERS
local group and retirants who were employees of local employers which
affiliated with the Kansas police and firemen’s retirement system shall be
amortized over 10 years.

(12) The cost of the postretirement benefit payment provided pur-
suant to the provisions of K.S.A. 2011 Supp. 74-49,114c, and amendments
thereto, for retirants other than local retirants as described in subsection
(13) or insured disability benefit recipients shall be paid in the fiscal year
commencing on July 1, 2008.

(13) The actuarial accrued liability incurred for the provisions of
K.S.A. 2011 Supp. 74-49,114c, and amendments thereto, for the KPERS
local group and retirants who were employees of local employers which
affiliated with the Kansas police and firemen’s retirement system shall be
amortized over 10 years.

(14) The board with the advice of the actuary may fix the contribution
rates for participating employers joining the system after one year from
the first entry date or for employers who exercise the option contained
in K.S.A. 74-4912, and amendments thereto, at rates different from the
rate fixed for employers joining within one year of the first entry date.

(15) Employer contributions shall in no way be limited by any other
act which now or in the future establishes or limits the compensation of
any member.

(16) Notwithstanding any provision of law to the contrary, each par-
ticipating employer shall remit quarterly, or as the board may otherwise
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provide, all employee deductions and required employer contributions to
the executive director for credit to the Kansas public employees retire-
ment fund within three days after the end of the period covered by the
remittance by electronic funds transfer. Remittances of such deductions
and contributions received after such date are delinquent. Delinquent
payments due under this subsection shall be subject to interest at the rate
established for interest on judgments under subsection (a) of K.S.A. 16-
204, and amendments thereto. At the request of the board, delinquent
payments which are due or interest owed on such payments, or both, may
be deducted from any other moneys payable to such employer by any
department or agency of the state.

Sec. 23.  K.S.A. 2011 Supp. 74-49,205 is hereby amended to read as
follows: 74-49,205. For any member who is first employed by a partici-
pating employer on or after July 1, 2009, and who retires on or after such
member’s normal retirement date, but prior to January 1, 2014 the
amount for participating service shall be equal to the total of 1.75% of
the member’s final average salary, and for any member who retires after
such member’s normal retirement date, and on and after January 1, 2014,
the amount for participating service shall be equal to 1.85% of the mem-
ber’s final average salary, multiplied by the number of years of partici-
pating service to be used in determining such member’s annual retire-
ment benefit.

New Sec. 24. (a) The provisions of this section and any related pro-
visions shall not be implemented until the board of trustees of the Kansas
public employees retirement system has obtained approval for the elec-
tion and related provisions specified in this section from the federal in-
ternal revenue service. The board may implement the remainder of this
act prior to implementation of this section. To that end, this section and
provisions related thereto are severable from the remainder of this act
and shall be repealed if the federal internal revenue service refuses to
grant such approval or issues an adverse decision.

(b)  Except as otherwise provided in this act, a member of the system
under the provisions of K.S.A. 74-4901 et seq., and amendments thereto,
on July 1, 2013, may elect to: (1) Contribute, commencing January 1,
2014, 5% of such member’s compensation as employee contributions, and
commencing January 1, 2015, and in each subsequent calendar year, 6%
of such member’s compensation as employee contributions, and to re-
ceive an amount for participating service equal to the total of 1.85% of
such member’s final average salary; or (2) continue to contribute 4% of
such member’s compensation as employee contributions, and to receive
an amount for participating service equal to the total of 1.4% of such
member’s final average salary. Members shall make such election within
a 90-day period established by the board.

(c) (1) Elections made pursuant to this section shall be made on a
form and in a manner prescribed by the board.

(2) A member failing to make an election pursuant to subsection (b)
shall contribute 6% of such member’s compensation as employee contri-
butions, and shall receive an amount for participating service equal to the
total of 1.85% of the member’s final average salary.

(3)  An election under this section, including the default election pur-
suant to subsection (d)(2), is a one-time irrevocable election.

Sec. 25. K.S.A. 2011 Supp. 74-4937 is hereby amended to read as
follows: 74-4937. (1) The normal retirement date of a member of the
system who is in school employment and who is subject to K.S.A. 74-
4940, and amendments thereto, shall be the first day of the month co-
inciding with or following termination of employment not followed by
employment with any participating employer within 60 days and the at-
tainment of age 65 or, commencing July 1, 1986, age 65 or age 60 with
the completion of 35 years of credited service or at any age with the
completion of 40 years of credited service, or commencing July 1, 1993,
any alternative normal retirement date already prescribed by law or age
62 with the completion of 10 years of credited service or the first day of
the month coinciding with or following the date that the total of the
number of years of credited service and the number of years of attained
age of the member is equal to or more than 85. Each member upon
giving prior notice to the appointing authority and the retirement system
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may retire on the normal retirement date or the first day of any month
thereafter.

(2)  Any member who is in school employment and who is subject to
K.S.A. 74-4940, and amendments thereto, may retire before such mem-
ber’s normal retirement date on the first day of the month coinciding with
or following termination of employment not followed by employment
with any participating employer within 60 days and the attainment of age
55 with the completion of 10 years of credited service, upon the filing
with the office of the retirement system of an application for retirement
in such form and manner as the board shall prescribe.

(3) Commencing July 1, 2009, the provisions of subsection (5) of
K.S.A. 74-4914, and amendments thereto, which relate to an earnings
limitation which when met or exceeded requires that the retirant not
receive a retirement benefit for any month for which such retirant serves
in a position as described herein shall not apply to retirants who either
retired under the provisions of subsection (I) of K.S.A. 74-4914, and
amendments thereto, related to normal retirement, or, if they retired
under the provisions of subsection (4) of K.S.A. 74-4914, and amend-
ments thereto, related to early retirement, were retired more than 60
days prior to the effective date of this act, and are subsequently hired in
a position that requires a license under K.S.A. 72-1388, and amendments
thereto, or other provision of law. The provisions of this subsection do
not apply to retirants who retired under subsection (4) of K.S.A. 74-4914,
and amendments thereto, which relates to early retirement prior to age
62. Except as otherwise provided, when a retirant is employed by the
same school district or a different school district with which such retirant
was employed during the final two years of such retirant’s participation
or employed by a third-party entity who contracts services with a school
district to fill a position as described in this subsection, the participating
employer of such retirant shall pay to the system the actuarially deter-
mined employer contribution based on the retirant’s compensation dur-
ing any such period of employment plus 8%. The provisions of this sub-
section shall not apply to retirants employed as substitute teachers. The
provisions of subsection (5) of K.S.A. 74-4914, and amendments thereto,
shall be applicable to retirants employed as described in this subsection,
except as specifically provided in this subsection. Nothing in this subsec-
tion shall be construed to create any right, or to authorize the creation of
any right, which is not subject to amendment or nullification by act of the
legislature. The provisions of this subsection shall expire on July 1, 2032
2015. After such date the Kansas public employees retirement system
and its actuary shall report the experience to the joint committee on
pensions, investments and benefits.

Sec. 26. K.S.A. 2011 Supp. 74-4927 is hereby amended to read as
follows: 74-4927. (1) The board may establish a plan of death and long-
term disability benefits to be paid to the members of the retirement
system as provided by this section. The long-term disability benefit shall
be payable in accordance with the terms of such plan as established by
the board, except that for any member who is disabled prior to the ef-
fective date of this act, the annual disability benefit amount shall be an
amount equal to 66%% of the member’s annual rate of compensation on
the date such disability commenced. Such plan shall provide that:

(A) For deaths occurring prior to January 1, 1987, the right to receive
such death benefit shall cease upon the member’s attainment of age 70
or date of retirement whichever first occurs. The right to receive such
long-term disability benefit shall cease (i) for a member who becomes
eligible for such benefit before attaining age 60, upon the date that such
member attains age 65 or the date of such member’s retirement, which-
ever first occurs, and (ii) for a member who becomes eligible for such
benefit at or after attaining age 60, the date that such member has re-
ceived such benefit for a period of five years, or upon the date of such
member’s retirement, whichever first occurs.

(B) Long-term disability benefit payments shall be in lieu of any ac-
cidental total disability benefit that a member may be eligible to receive
under subsection (3) of K.S.A. 74-4916, and amendments thereto. The
member must make an initial application for social security disability ben-
efits and, if denied such benefits, the member must pursue and exhaust
all administrative remedies of the social security administration which
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include, but are not limited to, reconsideration and hearings. Such plan
may provide that any amount which a member receives as a social security
benefit or a disability benefit or compensation from any source by reason
of any employment including, but not limited to, workers compensation
benefits may be deducted from the amount of long-term disability benefit
payments under such plan. However, in no event shall the amount of
long-term disability benefit payments under such plan be reduced by any
amounts a member receives as a supplemental disability benefit or com-
pensation from any source by reason of the member’s employment, pro-
vided such supplemental disability benefit or compensation is based solely
upon the portion of the member’s monthly compensation that exceeds
the maximum monthly compensation taken into account under such plan.
As used in this paragraph, “maximum monthly compensation” means the
dollar amount that results from dividing the maximum monthly disability
benefit payable under such plan by the percentage of compensation that
is used to calculate disability benefit payments under such plan. During
the period in which such member is pursuing such administrative rem-
edies prior to a final decision of the social security administration, social
security disability benefits may be estimated and may be deducted from
the amount of long-term disability benefit payments under such plan. If
the social security benefit, workers compensation benefit, other income
or wages or other disability benefit by reason of employment other than
a supplemental benefit based solely on compensation in excess of the
maximum monthly compensation taken into account under such plan, or
any part thereof, is paid in a lump-sum, the amount of the reduction shall
be calculated on a monthly basis over the period of time for which the
lump-sum is given. As used in this section, “workers compensation ben-
efits” means the total award of disability benefit payments under the
workers compensation act notwithstanding any payment of attorney fees
from such benefits as provided in the workers compensation act.

(C) The plan may include other provisions relating to qualifications
for benefits; schedules and graduation of benefits; limitations of eligibility
for benefits by reason of termination of employment or membership;
conversion privileges; limitations of eligibility for benefits by reason of
leaves of absence, military service or other interruptions in service; lim-
itations on the condition of long-term disability benefit payment by reason
of improved health; requirements for medical examinations or reports; or
any other reasonable provisions as established by rule and regulation of
uniform application adopted by the board.

(D) Any visually impaired person who is in training at and employed
by a sheltered workshop for the blind operated by the secretary of social
and rehabilitation services and who would otherwise be eligible for the
long-term disability benefit as described in this section shall not be eli-
gible to receive such benefit due to visual impairment as such impairment
shall be determined to be a preexisting condition.

(2) (A) In the event that a member becomes eligible for a long-term
disability benefit under the plan authorized by this section such member
shall be given participating service credit for the entire period of such
disability. Such member’s final average salary shall be computed in ac-
cordance with subsection (17) of K.S.A. 74-4902, and amendments
thereto, except that the years of participating service used in such com-
putation shall be the years of salaried participating service.

(B) In the event that a member eligible for a long-term disability
benefit under the plan authorized by this section shall be disabled for a
period of five years or more immediately preceding retirement, such
member’s final average salary shall be adjusted upon retirement by the
actuarial salary assumption rates in existence during such period of dis-
ability. Effective July 1, 1993, such member’s final average salary shall be
adjusted upon retirement by 5% for each year of disability after July 1,
1993, but before July 1, 1998. Effective July 1, 1998, such member’s final
average salary shall be adjusted upon retirement by an amount equal to
the lesser of: (i) The percentage increase in the consumer price index for
all urban consumers as published by the bureau of labor statistics of the
United States department of labor minus 1%; or (ii) four percent per
annum, measured from the member’s last day on the payroll to the month
that is two months prior to the month of retirement, for each year of
disability after July 1, 1998.

(C) In the event that a member eligible for a long-term disability
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benefit under the plan authorized by this section shall be disabled for a
period of five years or more immediately preceding death, such member’s
current annual rate shall be adjusted by the actuarial salary assumption
rates in existence during such period of disability. Effective July 1, 1993,
such member’s current annual rate shall be adjusted upon death by 5%
for each year of disability after July 1, 1993, but before July 1, 1998.
Effective July 1, 1998, such member’s current annual rate shall be ad-
justed upon death by an amount equal to the lesser of: (i) The percentage
increase in the consumer price index for all urban consumers published
by the bureau of labor statistics of the United States department of labor
minus 1%; or (ii) four percent per annum, measured from the member’s
last day on the payroll to the month that is two months prior to the month
of death, for each year of disability after July 1, 1998.

(3) (A) To carry out the legislative intent to provide, within the funds
made available therefor, the broadest possible coverage for members who
are in active employment or involuntarily absent from such active em-
ployment, the plan of death and long-term disability benefits shall be
subject to adjustment from time to time by the board within the limita-
tions of this section. The plan may include terms and provisions which
are consistent with the terms and provisions of group life and long-term
disability policies usually issued to those employers who employ a large
number of employees. The board shall have the authority to establish and
adjust from time to time the procedures for financing and administering
the plan of death and long-term disability benefits authorized by this
section. Either the insured death benefit or the insured disability benefit
or both such benefits may be financed directly by the system or by one
or more insurance companies authorized and licensed to transact group
life and group accident and health insurance in this state.

(B) The board may contract with one or more insurance companies,
which are authorized and licensed to transact group life and group acci-
dent and health insurance in Kansas, to underwrite or to administer or
to both underwrite and administer either the insured death benefit or the
long-term disability benefit or both such benefits. Each such contract with
an insurance company under this subsection shall be entered into on the
basis of competitive bids solicited and administered by the board. Such
competitive bids shall be based on specifications prepared by the board.

(i) In the event the board purchases one or more policies of group
insurance from such company or companies to provide either the insured
death benefit or the long-term disability benefit or both such benefits,
the board shall have the authority to subsequently cancel one or more of
such policies and, notwithstanding any other provision of law, to release
each company which issued any such canceled policy from any liability
for future benefits under any such policy and to have the reserves estab-
lished by such company under any such canceled policy returned to the
system for deposit in the group insurance reserve of the fund.

(ii) In addition, the board shall have the authority to cancel any policy
or policies of group life and long-term disability insurance in existence
on the effective date of this act and, notwithstanding any other provision
of law, to release each company which issued any such canceled policy
from any liability for future benefits under any such policy and to have
the reserves established by such company under any such canceled policy
returned to the system for deposit in the group insurance reserve of the
fund. Notwithstanding any other provision of law, no premium tax shall
be due or payable by any such company or companies on any such policy
or policies purchased by the board nor shall any brokerage fees or com-
missions be paid thereon.

(4) (A) There is hereby created in the state treasury the group insur-
ance reserve fund. Investment income of the fund shall be added or
credited to the fund as provided by law. The cost of the plan of death
and long-term disability benefits shall be paid from the group insurance
reserve fund, which shall be administered by the board. Except as oth-
erwise provided by this subsection, for the period commencing July 1,
2005, and ending June 30, 2006, each participating employer shall ap-
propriate and pay to the system in such manner as the board shall pre-
scribe in addition to the employee and employer retirement contributions
an amount equal to .8% of the amount of compensation on which the
members’ contributions to the Kansas public employees retirement sys-
tem are based for deposit in the group insurance reserve fund. For the
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period commencing July 1, 2006, and all periods thereafter, each partic-
ipating employer shall appropriate and pay to the system in such manner
as the board shall prescribe in addition to the employee and employer
retirement contributions an amount equal to 1.0% of the amount of com-
pensation on which the members’ contributions to the Kansas public em-
ployees retirement system are based for deposit in the group insurance
reserve fund. Notwithstanding the provisions of this subsection, no par-
ticipating employer shall appropriate and pay to the system any amount
provided for by this subsection for dep051t in the group 1nsurance reserve
fund for the perlod commenung on - -
0 0 A 3

Ap rzl 1, 2012 and endma on ]une 3() 2012

(B) The dlrector of the budget and the governor shall include in the
budget and in the budget request for appropriations for personal services
a sum to pay the state’s contribution to the group insurance reserve fund
as provided by this section and shall present the same to the legislature
for allowances and appropriation.

(C) The provisions of subsection (4) of K.S.A. 74-4920, and amend-
ments thereto, shall apply for the purpose of providing the funds to make
the contributions to be deposited to the group insurance reserve fund.

(D) Any dividend or retrospective rate credit allowed by an insurance
company or companies shall be credited to the group insurance reserve
fund and the board may take such amounts into consideration in deter-
mining the amounts of the benefits under the plan authorized by this
section.

(5) The death benefit provided under the plan of death and long-
term disability benefits authorized by this section shall be known and
referred to as insured death benefit. The long-term disability benefit pro-
vided under the plan of death and long-term disability benefits authorized
by this section shall be known and referred to as long-term disability
benefit.

(6) The board is hereby authorized to establish an optional death
benefit plan for employees and spouses and dependents of employees.
Except as provided in subsection (7), such optional death benefit plan
shall be made available to all employees who are covered or may hereafter
become covered by the plan of death and long-term disability benefits
authorized by this section. The cost of the optional death benefit plan
shall be paid by the applicant either by means of a system of payroll
deductions or direct payment to the board. The board shall have the
authority and discretion to establish such terms, conditions, specifications
and coverages as it may deem to be in the best interest of the state of
Kansas and its employees which should include term death benefits for
the person’s period of active state employment regardless of age, but in
no case, shall the maximum allowable coverage be less than $200,000.
The cost of the optional death benefit plan shall not be established on
such a basis as to unreasonably discriminate against any particular age
group. The board shall have full administrative responsibility, discretion
and authority to establish and continue such optional death benefit plan
and the director of accounts and reports of the department of adminis-
tration shall when requested by the board and from funds appropriated
or available for such purpose establish a system to make periodic deduc-
tions from state payrolls to cover the cost of the optional death benefit
plan coverage under the provisions of this subsection (6) and shall remit
all deductions together with appropriate accounting reports to the system.
There is hereby created in the state treasury the optional death benefit
plan reserve fund. Investment income of the fund shall be added or cred-
ited to the fund as provided by law. All funds received by the board,
whether in the form of direct payments, payroll deductions or otherwise,
shall be accounted for separately from all other funds of the retirement
system and shall be paid into the optional death benefit plan reserve fund,
from which the board is authorized to make the appropriate payments
and to pay the ongoing costs of administration of such optional death
benefit plan as may be incurred in carrying out the provisions of this
subsection (6).

(7)  Any employer other than the state of Kansas which is currently a
participating employer of the Kansas public employees retirement system
or is in the process of affiliating with the Kansas public employees retire-
ment system may also elect to affiliate for the purposes of subsection (6).
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All such employers shall make application for affiliation with such system,
to be effective on January 1 or July 1 next following application.

(8) For purposes of the death benefit provided under the plan of
death and long-term disability benefits authorized by this section and the
optional death benefit plan authorized by subsection (6), commencing on
the effective date of this act, in the case of medical or financial hardship
of the member as determined by the executive director, or otherwise
commencing January 1, 2005, the member may name a beneficiary or
beneficiaries other than the beneficiary or beneficiaries named by the
member to receive other benefits as provided by the provisions of K.S.A.
74-4901 et seq., and amendments thereto.

Sec. 27. K.S.A. 2011 Supp. 74-4995 is hereby amended to read as
follows: 74-4995. (a) Employer and employee contributions shall be gov-
erned by the provisions of K.S.A. 74-4919 and 74-4920, and amendments
thereto. For purposes of contributions to and benefits under the Kansas
public employees retirement system, compensation of a member of the
legislature under this act shall be a monthly amount equal to: (1) The
compensation to which the member was entitled for services as a member
of the legislature during the i i
first 30 calendar days of the most recent session in which the member
has served; and (2) any amount to which the member makes an election
pursuant to this subsection. In addition to the provisions of subsection
(a)(1) and any election made pursuant to this subsection, the compensa-
tion of a member shall include an additional five days of compensation to
which such member was entitled for services as a member of the legislature
of the most recent session in which the member has served beyond the
days provided for in subsection (a)(1). In addition to the provisions of
subsection (a)(1), a member of the legislature may elect to participate
with a rate of compensation that includes: (A) For service as a member
after July 18, 1982, a monthly amount equal to Yi2 of the annualized
amount received for monthly allowance under subsection (c) of K.S.A.
46-137a, and amendments thereto; (B) a monthly amount equal to Y12 of
the annualized amount received for expenses allowance under subsection
(b) of K.S.A. 46-137a, and amendments thereto; or (C) an amount equal
to the combined amounts provided for in subsections (2)(A) and (2)(B).
A member of the legislature who has filed an election to become a mem-
ber of the system pursuant to the provisions of K.S.A. 74-4992, and
amendments thereto, prior to July 1, 2006, shall file an election with the
system to include any amounts specified in subsection (2)(A), (2)(B) or
(2)(C) prior to August 1, 2006, except that nothing contained in this act
shall be construed to permit a member of the legislature who has made
an election pursuant to this section prior to the effective date of this act
to revoke any such election previously made by such member. In the
event that any such member fails to file such election prior to August 1,
2006, it shall be presumed that such member has elected to not include
any amounts specified in subsection (2)(A), (2)(B) or (2)(C), and partic-
ipate at a rate of compensation that includes only the amount provided
in subsection (a)(1). A member of the legislature who files an election to
become a member of the system pursuant to the provisions of K.S.A. 74-
4992, and amendments thereto, on and after July 1, 2006, shall file an
election with the system to include any amounts specified in subsection
(2)(A), (2)(B) or (2)(C) at the same time that such member files the
election to become a member of the system. In the event that any such
member fails to file such election, it shall be presumed that such member
has elected to not include any amounts specified in subsection (2)(A),
(2)(B) or (2)(C), and participate at a rate of compensation that includes
only the amount provided in subsection (a)(1).

(b) The employee rate of contribution shall be applied to any amounts
to which a member has elected pursuant to the provisions of subsection
(a)(2). The employee and employer contributions shall be remitted to the
system quarterly with a report of such contributions as may be required
by the board. Any changes in a member’s rate of compensation and con-
tributions as a result of any election mandated by this section for a mem-
ber of the legislature who had filed an election to become a member of
the system prior to July 1, 2006, shall be effective on October 1, 2006.
All such elections pursuant to this section shall be in the form and manner
prescribed by the board of trustees.
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(c) Any member of the legislature making the election pursuant to
subsection (a)(2) may not revoke such election while they remain a par-
ticipating employee for service as a member of the legislature.

Sec. 28. K.S.A. 2011 Supp. 74-4918 is hereby amended to read as
follows: 74-4918. (1) A member may elect to have such member’s retire-
ment benefit paid under one of the options provided in this section in
lieu of having it paid in the form stated in K.S.A. 74-4915, and amend-
ments thereto. Such election must be made before the date of actual
retirement. A specific person must be designated as joint annuitant at the
time of election of the joint and Y% to joint annuitant survivor option, the
joint and survivor option and the joint and % to joint annuitant survivor
option. Except as s*pectﬁcally provided in
this subsection, an option elected by a member as provided in this section
shall not be changed or canceled nor shall the named joint annuitant be
changed after the date of actual retirement of the member. If a retirant
is divorced after the retirant’s date of actual retirement, and the retirant
has named the retirant’s ex-spouse as a joint annuitant under subsection
(3), the joint annuitant option may be canceled and retirant’s benefit re-
turned to the maximum amount of such retirant’s retirement benefit com-
mencing the first month following the date such cancellation is ordered
by the district court of the county where the divorce action was filed. The
retirant shall not receive a refund or interest of any amounts already paid
to fund the original joint annuitant benefit. The retirant may not name a
subsequent joint annuitant once the original joint annuitant option has
been cancelled.

(2) The amount of retirement benefit payable under an option shall
be based on the age of the member and, if applicable, the age of the joint
annuitant, and shall be such amount as to be the actuarial equivalent of
the retirement benefit otherwise payable under K.S.A. 74-4915, and
amendments thereto, as prescribed in subsection (3). In no case shall the
total amount of retirement benefit paid under any option provided in this
section be more than 100% of the retirement benefit which would have
been otherwise payable if no option had been elected under this section.

(3) The following retirement options, which are subject to the pro-
visions of K.S.A. 74-49,123, and amendments thereto, are available:

Joint and Y to joint annuitant survivor. A reduced retirement
benefit is payable to the retirant during the retirant’s lifetime in a monthly
amount equal to the product of (i) the monthly payment of the retirement
benefit otherwise payable under K.S.A. 74-4915, and amendments
thereto, and (ii) the percentage equal to 91% minus .4% for each year by
which the age of the retirant’s joint annuitant is less than the retirant’s
age, computed to the nearest whole year, or plus .4% for each year by
which the age of the retirant’s joint annuitant is more than the retirant’s
age, computed to the nearest whole year, with V2 of that monthly amount
continued to the retirant’s joint annuitant during such joint annuitant’s
remaining lifetime, if any, after the death of the retirant. In the event that
the designated joint annuitant under this option predeceases the retirant,
the amount of the retirement benefit otherwise payable to the retirant
under this option shall be adjusted automatically to the retirement benefit
which the retirant would have received if no option had been elected
under this section.

Joint and survivor. A reduced retirement benefit is payable to
the retirant during the retirant’s lifetime in a monthly amount equal to
the product of (i) the monthly payment of the retirement benefit other-
wise payable under K.S.A. 74-4915, and amendments thereto, and (ii) the
percentage equal to 83% minus .6% for each year by which the age of
the retirant’s joint annuitant is less than the retirant’s age, computed to
the nearest whole year, or plus .6% for each year by which the age of the
retirant’s joint annuitant is more than the retirant’s age, computed to the
nearest whole year, with that amount continued to the joint annuitant
during the joint annuitant’s remaining lifetime, if any, after the death of
the retirant. In the event that the designated joint annuitant under this
option predeceases the retirant, the amount of the retirement benefit
otherwise payable to the retirant under this option shall be adjusted au-
tomatically to the retirement benefit which the retirant would have re-
ceived if no option had been elected under this section.

Joint and ¥ to joint annuitant survivor. A reduced retirement
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benefit is payable to the retirant during the retirant’s lifetime in a monthly
amount equal to the product of (i) the monthly payment of the retirement
benefit otherwise payable under K.S.A. 74-4915, and amendments
thereto, and (ii) the percentage equal to 87% minus

5% for each year by which the age of the retirant’s joint annuitant is less
than the retirant’s age, computed to the nearest whole year, or plus .5%
for each year by which the age of the retirant’s joint annuitant is more
than the retirant’s age, computed to the nearest whole year, with % of
that monthly amount continued to the retirant’s joint annuitant during
such joint annuitant’s remaining lifetime, if any, after the death of the
retirant. In the event that the designated joint annuitant under this option
predeceases the retirant, the amount of the retirement benefit otherwise
payable to the retirant under this option shall be adjusted automatically
to the retirement benefit which the retirant would have received if no
option had been elected under this section.

(D) Life with 5 years certain. A reduced retirement benefit is payable
to the retirant during the retirant’s lifetime in a monthly amount equal
to 98% of the monthly payment of the retirement benefit otherwise pay-
able under K.S.A. 74-4915, and amendments thereto, and if the retirant
dies within the five-year certain period, measured from the commence-
ment of retirement benefit payments, such payments shall be continued
to the retirant’s beneficiary during the balance of the five-year certain
period.

(E) Life with 10 years certain. A reduced retirement benefit is pay-
able to the retirant during the retirant’s lifetime in a monthly amount
equal to 95% of the monthly payment of the retirement benefit otherwise
payable under K.S.A. 74-4915, and amendments thereto, and if the re-
tirant dies within the ten-year certain period, measured from the com-
mencement of retirement benefit payments, such payments shall be con-
tinued to the retirant’s beneficiary during the balance of the ten-year
certain period.

(F) Life with 15 years certain. A reduced retirement benefit is pay-
able to the retirant during the retirant’s lifetime in a monthly amount
equal to 88% of the monthly payment of the retirement benefit otherwise
payable under K.S.A. 74-4915, and amendments thereto, and if the re-
tirant dies within the fifteen-year certain period, measured from the com-
mencement of retirement benefit payments, such payments shall be con-
tinued to the retirant’s beneficiary during the balance of the fifteen-year
certain period.

(G) Lump sum payment at retirement. (i) Pursuant to this option, the
member must specify a lump sum amount to be paid to the member
upon the member’s retirement. The lump sum amount will be based on
the actuarial present value of the benefit as provided in K.S.A. 74-4915,
and amendments thereto. The lump sum amount designated by the mem-
ber must be in 10% increments and shall not exceed Y% of the actuarial
present value of the benefit provided in K.S.A. 74-4915, and amendments
thereto. If the member’s spouse elects a lump sum payment as provided
in this section pursuant to the provisions of subsection (4), the lump sum
payment will be based on the present value of the retirement option
selected by the spouse. The lump sum amount designated by the spouse
must be in 10% increments and shall not exceed ¥z of the actuarial present
value of the option selected in this section.

(ii) Pursuant to this option, the member must elect to have the re-
maining actuarial present value paid in a monthly amount under the pro-
visions of K.S.A. 74-4915, and amendments thereto, or subsections (3)(A)
through (3)(F) of this section.

(iii) In the event that the designated joint annuitant pursuant to sub-
section (3)(A), (3)(B) or (3)(C) under this option predeceases the retirant,
the amount of the retirement benefit otherwise payable to the retirant
under this option shall be adjusted automatically to the retirement benefit
which the retirant would have received if no option had been elected
under this section.

(iv) The provisions of this subsection shall be effective on and after
July 1, 2001.

(4) If a member, who is eligible to retire in accordance with the pro-
visions of K.S.A. 74-4914, and amendments thereto, dies without having
actually retired, the member’s spouse, if the spouse is the sole beneficiary
for the member’s accumulated contributions, may elect to receive ben-
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efits under one of the options provided in this section in lieu of receiving
the member’s accumulated contributions.

(5) The benefits of subsection (4) shall be available in the case of
death within the first six months after the entry date of the member’s
participating employer.

(6) On and after May 1, 2004, if a member with 10 or more years of
credited service dies before attaining retirement age, the member’s
spouse, if the spouse is the sole beneficiary for the member’s accumulated
contributions, may elect to receive benefits under one of the options
provided in this section in lieu of receiving the member’s accumulated
contributions. Payments under one of the options provided in this section
to the member’s spouse if so elected, shall commence on the date that
the member would have been eligible for normal retirement pursuant to
subsection (1) of K.S.A. 74-4914, and amendments thereto, or would have
been eligible for early retirement pursuant to subsection (4) of K.S.A. 74-
4914, and amendments thereto, if such early retirement date occurs ear-
lier.

(7) Benefits payable to a joint annuitant shall accrue from the first
day of the month following the death of a member or retirant and, in the
case of the joint and Y% to joint annuitant survivor option, the joint and
survivor option and the joint and % to joint annuitant survivor option,
shall end on the last day of the month in which the joint annuitant dies.

(8) The provisions of the law in effect on the retirement date of a
member under the system shall govern the retirement benefit payable to
the retirant and any joint annuitant, except, for retirement benefits pay-
able after July 1, 1993, for retirants who retired prior to July 1, 1982, in
the event that the designated joint annuitant under the option provided
in subsection (3)(A), (B) or (C), as applicable, predeceased the retirant,
the amount of the retirement benefit otherwise payable to the retirant
under the option provided in subsection (3)(A), (B) or (C), as applicable,
shall be adjusted automatically to the retirement benefit which the retir-
ant would have received if no option had been elected under this section.

(9)  Upon the death of a joint annuitant who is receiving a retirement
benefit under the provisions of this section, there shall be paid to such
joint annuitant’s beneficiary an amount equal to the excess, if any, of the
accumulated contributions of the retirant over the sum of all retirement
benefit payments made to such retirant and such joint annuitant. Such
joint annuitant shall designate a beneficiary by filing in the office of the
retirement system such designation at the time of death of the retirant.
If there is no named beneficiary of such joint annuitant living at the time
of death of such joint annuitant, any amount provided for by this section
shall be paid to, in order of preference as follows:

(A) The joint annuitant’s surviving spouse;

B) the joint annuitant’s dependent child or children;

C) the joint annuitant’s dependent parent or parents;

D) the joint annuitant’s nondependent child or children;

E) the joint annuitant’s nondependent parent or parents; or
(F) the estate of the deceased joint annuitant.

New Sec. 29. In addition to all requirements for fiscal notes pursuant
to law, fiscal notes for bills which provide a new benefit, an increase in
existing benefits or any other type of benefit enhancement for members
of the Kansas public employees retirement system and systems there-
under, including a cost-of-living adjustment or postretirement benefit in-
crease, shall include an actuarial valuation and appraisal of the liability to
the system and the required contributions necessary to discharge such
liability and maintain the system on an actuarial reserve basis created by
such benefit enhancement to be conducted by the qualified actuary em-
ployed or retained by the system pursuant to K.S.A. 74-4908, and amend-
ments thereto. Such fiscal note shall be available to members of any stand-
ing committee of the legislature to which such bill has been assigned prior
to such committee taking any action on such bill.

Sec. 30. K.S.A. 2011 Supp. 74-8768 is hereby amended to read as
follows: 74-8768. (a) There is hereby created the expanded lottery act
revenues fund in the state treasury. All expenditures and transfers from
such fund shall be made in accordance with appropriation acts. All mon-
eys credited to such fund shall be expended or transferred only for the
purposes of reduction of state debt, state infrastructure improvements,



Senate Substitute for Substitute for HOUSE BILL No. 2333—page 22

the university engineering initiative act, andreduction of local ad valorem
tax in the same manner as provided for allocation of amounts in the local
ad valorem tax reduction fund and reduction of the unfunded actuarial
liability of the system attributable to the state of Kansas and participating
employers under K.S.A. 74-4931, and amendments thereto, by the Kansas
public employees retirement system.

(b) On July 1, 2012, July 1, 2013, July 1, 2014, July 1, 2015, July 1,
2016, July 1, 2017, July 1, 2018, July 1, 2019, July 1, 2020, and July 1,
2021, or as soon thereafter such date as moneys are available, the first
$10,500,000 credited to the expanded lottery act revenues fund shall be
transferred by the director of accounts and reports from the expanded
lottery act revenues fund in one or more substantially equal amounts, to
each of the following: the Kan-grow engineering fund — KU, Kan-grow
engineering fund — KSU and Kan-grow engineering fund — WSU. Each
such special revenue fund shall receive $3,500,000 annually in each of
such years. Commencing in fiscal year 2014, after such transfer has been
made, 50% of the remaining moneys credited to the fund shall be trans-
ferred on a quarterly basis by the director of accounts and reports from
the fund to the Kansas public employees retirement system fund to be
applied to reduce the unfunded actuarial liability of the system attribut-
able to the state of Kansas and participating employers under K.S.A. 74-
4931 et seq., and amendments thereto, until the system as a whole attains
an 80% funding ratio as certified by the board of trustees of the Kansas
public employees retirement system.

Sec. 31. K.S.A. 2011 Supp. 75-6609 is hereby amended to read as
follows: 75-6609. (a) When used in this section, “surplus real estate”
means real estate which is no longer needed by the state agency which
owns such real estate as determined in accordance with this section.

(b) (1) The secretary of administration shall develop criteria for the
identification of surplus real estate, including, but not limited to, a review
of any legal restrictions associated with the real estate and the reasons for
the state agency to keep the real estate. In accordance with such criteria,
the secretary shall assist state agencies in the identification of surplus real
estate. The secretary of administration shall periodically review the status
of all real estate of state agencies subject to this section to determine if
any of the real estate owned by state agencies is potentially surplus real
estate. If any real estate owned by a state agency is determined by the
secretary of administration, in consultation with the head of the state
agency, to be surplus real estate in accordance with the criteria developed
under subsection (a), then the secretary of administration shall recom-
mend to the governor that such real estate be sold under the procedures
prescribed by this section.

(2) The secretary of administration shall develop guidelines for the
sale of surplus real estate. In accordance with such guidelines and upon
the approval of the governor, after consultation with the head of the state
agency which owns such surplus real estate, after consultation with the
joint committee on state building construction and after approval by the
state finance council under subsection (c), the secretary may offer such
property for sale by one of the following means: (A) Public auction; (B)
by listing the surplus property with a licensed real estate broker or sales-
person; or (C) by sealed bid. Subject to the approval of the state finance
council as required by subsection (c), the secretary of administration may
sell surplus real estate and any improvements thereon on behalf of the
state agency which owns such property.

(c) Prior to the sale of any surplus real estate under subsection (b),
the state finance council shall approve the sale, which is hereby charac-
terized as a matter of legislative delegation and subject to the guidelines
prescribed in subsection (c) of K.S.A. 75-3711, and amendments thereto.
The matter may be submitted to the state finance council for approval at
any time, including periods of time during which the legislature is in
session.

(d) Prior to offering any real estate for sale, such property shall be
appraised pursuant to K.S.A. 75-3043a, and amendments thereto, unless
the appraisal is waived as provided in this subsection. The secretary of
administration may waive the requirement for appraisal for any parcel of
surplus real estate that is to be sold at public auction under this section
if the secretary of administration determines that it is in the best interests
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of the state to waive the requirement for appraisal for such parcel of
surplus real estate. The costs of any such appraisal may be paid from the
proceeds of the sale.

(e) Conveyance of title in surplus real estate offered for sale by the
secretary of administration shall be executed on behalf of the state agency
by the secretary of administration. The deed for the conveyance may be
by warranty deed or by quitclaim deed as determined to be in the best
interests of the state by the secretary of administration in consultation
with the head of the state agency which owns the surplus real estate.

(f) (1) Any proceeds from the sale of surplus real estate and any im-
provements thereon, after deduction of the expenses of such sale and any
cost of appraisal of the surplus real estate, shall be deposited in the state
treasury as prescribed by this subsection, unless otherwise authorized by
law. On and after the—e%feetrve—e}a%e—ef—ﬂcﬂs—aet—]uly 1, 2012, 20% of the
proceeds from each such sale deposited in the state treasury shall be
credited to the surplus real estate fund or another appropriate special
revenue fund of the state agency which owned the surplus real estate, as
is prescribed by law or as may be determined by the state agency, unless
otherwise required by state or federal law or by the limitations or restric-
tions of the state’s title to the real estate being sold. In the case of pro-
ceeds from the sale of surplus real estate at a state mental health insti-
tution or a state mental retardation institution, such portion of the
proceeds shall be credited to the client benefit fund of such institution
or to another special revenue fund of such institution for: (A) Rehabili-
tation and repair or other capital improvements for such institutions; or
(B) one-time expenditures for community mental health organizations if
the real estate sold was at a state mental health institution or for com-
munity developmental disabilities organizations if the real estate sold was
at a state mental retardation institution, and, in any such case, shall be
expended in accordance with the provisions of appropriation acts. The
remaining 80% of the proceeds from each such sale deposited in the state
treasury shall be credited to the state-general-fund-Kansas public em-
ployees retirement fund to be applied to the payment, in full or in part,
of the unfunded actuarial pension liability as directed by the Kansas pub-
lic employees retirement system. As used in this section, “unfunded ac-
tuarial pension liability” means the unfunded actuarially accrued liability
of the state for the state of Kansas and participating employers under
K S.A. 74-4931, and amendments thereto, portion of such liability of the
Kansas public employees retirement system, determined as of the later of
December 31, 2011, or the end of the most recent calendar year for which
an actuarial valuation report is available.

(2)  The amount of expenses and the cost of appraisal for each sale of
surplus real estate pursuant to this section shall be transferred and cred-
ited to the property contingency fund created under K.S.A. 75-3652, and
amendments thereto, and may be expended for any operations of the
department of administration.

(3) Any state agency owning real estate may apply to the director of
accounts and reports to establish a surplus real estate special revenue
fund in the state treasury. Subject to the provisions of appropriation acts,
moneys in a surplus real estate special revenue fund may be expended
for the operating expenditures of the state agency.

(g) Any sale of property by the secretary of transportation pursuant
to K.S.A. 68-413, and amendments thereto, shall not be subject to the
provisions of this section. The provisions of this section shall not be ap-
plicable to real estate given as an endowment, bequest, or gift to a state
educational institution as defined in K.S.A. 72-4412, and amendments
thereto, or to the university of Kansas medical center.

(h) Sale of the Olathe travel information center shall not be subject
to the provisions of this section.

New Sec. 32.
KANSAS PUBLIC EMPLOYEES RETIREMENT SYSTEM

On and after July 1, 2012, during the fiscal year ending June 30, 2013,
in addition to other purposes for which expenditures may be made by the
above agency from the agency operations account of the Kansas public
employees retirement fund for fiscal year 2013 as authorized by any ap-
propriation act of the 2012 regular session of the legislature, notwith-
standing the provisions of any other statute, expenditures shall be made
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by the above agency to implement the provisions of the Kansas public
employees retirement system act of 2015. All such expenditures shall be
in addition to any other expenditure limitation imposed on expenditures
from the agency operations account of the Kansas public employees re-
tirement fund for fiscal year 2013, except that such expenditures shall not
exceed $2,750,000.

Sec. 33. K.S.A. 74-4915 and 74-4919 and K.S.A. 2011 Supp. 74-
4914d, 74-4918, 74-4920, as amended by section 2 of 2012 House Bill
No. 2460, 74-4927, 74-4937, 74-4995, 74-49,205, 74-49,213, 74-8768 and
75-6609 are hereby repealed.

Sec. 34. This act shall take effect and be in force from and after its
publication in the statute book.
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