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Session of 2017

HOUSE BILL No. 2268

By Committee on Financial Institutions and Pensions

2.2

AN ACT concerning retirement and pensions; relating to the Kansas public
employees retirement system; employment after retirement; extending

Proposed amendment to HB 2286
For Committee on Financial Institutions and Pensions
February 13, 2017

Technical amendment to K.S.A. 74-49,123 to reflect
change in assumed rate of return

Prepared by David Wiese
Office of Revisor of Statutes

sunset date for exemptions;‘amending K.S.A. 2016 Supp. 74-49 [ 4Land],

_goﬁz:m:mam actuarial equivalent or actuarial computation; interest factor;

74-4937'and repealing the existing sections; also repealing K.S.A. 2016
Supp 74-4914f.

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

Section 1. K.8.A. 2016 Supp, 74-4914 is hereby amended to read as
follows: 74-4914. (1) The normal retirement date for a member of the
system shall be the first day of the month coinciding with or following
termination of employment with any participating employer not followed
by employment with any participating employer within 60 days and
without any prearranged agreement for employment with any participating
employer, and the attainment of age 65 or, commencing July 1, 1993, 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. In no event shall a normal
retirement date for a member be before six months afler the entry date of
the participating employer by whom such member is employed, A member
may tetire on the normal retirement date or on the first day of any month
thereafter upon the filing with the office of the retirement system of an
application in such form and manner as the board shall prescribe. Such
application shall contain a certification by the member that the member
will not be employed with any participating employer within 60 days of
retirement and the member has not entered into a prearranged agreement
for employment with any participating emplover. Nothing herein shall
prevent any person, member or retirant from being employed, appointed or
elected as an employee, appointee, officer or member of the legislature.
Elected officers may retire from the system on any date on or after the
attainment of the normal retirement date, but no retirement benefits
payalile under this act shall be paid until the member has terminated such
member's office.

(2) No retirant shall make contributicns to the system or receive
service credit Tor any service after the date of retirement.

(3) Any member who is an employee of an affiliating employer

and 74-49,123
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74-49,123.  Applicability of certain federal internal revenue code provisions to retirement system, (a) This section applies to the Kansas public employees
retirement system and to all other public retirement plans administered by the board of trustees.

(b) Asused in this section:

(1) "Federal internal revenue code” means the federal internal revenue code of 1954 or 1986, as amended and as applicable to a governmental plan as in effect
on July 1, 2008; and

(2) ‘"retirement plan” includes the Kansas public employees retirement system and all other Kansas public retirement plans and benefit structures, which are
administered by the board.

{c) Inaddition to the federal internal revenue code provisions otherwise noted in each retirement plan's law, and in order to satisfy the applicable requirements
under the federal internal revenue code, the retirement plans shall be subject to the following provisions, notwithstanding any other provision of the retirement
plan's law:

(1) The board shall distribute the corpus and income of the retirement plan to the members and their beneficiaries in accordance with the retirement plan's law.
At no time prior to the satisfaction of all liabilities with respect to members and their beneficiaries shall any part of the corpus and income be used for, or
diverted to, purposes other than the exclusive benefit of the members and their beneficiaries.

(2) Forfeitures atising from severance of employment, death or for any other reason may not be applied to increase the benefits any member would otherwise
receive under the retirement plan's law, However, forfeitures may be used to reduce an employer's contribution,

(3) All benefits paid from the retirement plan shall be distributed in accordance with a good faith interpretation of the requirements of section 401¢a)(9) of the
federal internal revenue code and the regulations under that section. Notwithstanding any other provision of these rules and regulations, effective on and after
January 1, 2003, the retirement plan is subject to the following provisions:

(A) Benefits must begin by the required beginning date, which is the later of April 1 of the calendar year following the calendar year in which the member
reaches 70 '/z years of age or April | of the calendar year following the calendar year in which the member terminates employment. If a member fails to apply for
retirement benefits by April 1 of the calendar year following the calendar year in which such member reaches 70 '/, years of age or April 1 of the calendar year

following the calendar year in which such member terminates employment, whichever is later, the board will begin distributing the benefit as required by this
section,

(B) The member's entire interest must be distributed over the member's life or the lives of the member and a designated beneficiary, or over a period not
extending beyond the life expectancy of the member or of the member and a designated beneficiary. Death benefits must be distributed in accordance with

section 401(a)(9) of the federal internal revenue code, including the incidental death benefit requirement in section 401(a)(N(G) of the federal internal revenue
code, and the regulations implementing that section. ’
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(B) Notwithstanding any other provision of law to the contrary, the board may modify a request by a participant to make a contribution to the retirement plans
if the amount of the contribution would exceed the limits under section 415(c) or 415(n) of the federal internal revenue code subject to the following:

(i) Where the retirement plan's law requires a lump-sum payment, for the purchase of service credit, the board may establish a periodic payment plan in order to
avoid a contribution in excess of the limits under section 415(c) or 415(n) of the federal internal revenue code.

(ii) Tf the board's option under subdivision (i) will not avoid a contribution in excess of the limits under section 415(c) or 415(n) of the federal internal revenue
code, the board shall reduce or deny the contribution,

(C) Eftective for permissive service credit contributions made in limitation years beginning after December 31, 1997, if an active member makes one or more
contributions to purchase permissive service credit under a retirement plan, then the requirements of this section shall be treated as met only if:

(i) The requirements of section 415(b) of the federal internal revenue code are met, determined by treating the accrued benefit derived from all such
contributions as an annual benefit for purposes of such section; or

(ii) the requirements of section 415(c} of the federa] internal revenue code are met, determined by treating all such contributions as annual additions for
purposes of such section. For purposes of applying subparagraph (i) a retivement plan shall not fuil to meet the reduced limit under section 415(b)(2)(C) of the
federal internal revenue code solely by reason of this paragraph (C), and for purposes of applying subparagraph (i), a retirement plan shall not fail to meet the
percentage limitation under section 415(c)(1)(B) of the federal internal revenue code solely by reason of this paragraph.

i

(i

i} Forpurposes of this paragraph, the term "permissive service credit" means service credit:
(a) Specifically recognized by a retirement plan’s law for purposes of calculating a member's benefit under that retirement plan;
(b) which such member has not received under a retirement plan; and

(c) which such member may receive under a retirement plan's law only by making a voluntary additional contribution, in an amount determined under the
retirement plan's law and procedures established by the board, which does not exceed the amount necessary to furd the benefit attributable to such service credit,

(iv) A retirement plan shall fail to meet the requirements of thig paragraph if the retirement plan's law specifically provides for a purchase of nonqualified
service purchase, and if:

(a) More than five years of nonqualified service credit are taken into account for purposes of this paragraph; or

{b) any nonqualified service credit is taken into account under this paragraph before the member has at least five vears of participation under a retirement plan.
For purposes of this paragraph, effective for permissive service credit contributions made in limitation years beginning after December 31, 1997, the term
"nonqualified service credit” means the same as provided in section 415(nY(3)(C) of the federal internal revenue code.



*3[p02 SNUSART JBUISIUI JEFapa] ot Jo () UM uonoss sapun du payjord suonnguos eakofdwd epnoxa [jeys vonesuadwos Jo tonugep oy, (1)

"Op00 ANUIAL [RUIONN [RIIPe] a4 Jo ($)(F)TE uooas Jo

uosesl £q seA0[dwo o Jo owrooul SS0AE B} Ul SqEPN[IUL JOU 218 JBYI STUNOE 0ANID9]9 AUk dpujaul os|e [[eys uonesuadwios ‘9oz "0g Jequueas( Joye Sutuuifaq
SIeak UONENWI] JO4 9p0d otuoAal (eI [RIopaT aip Jo (q)L51 10 (Dzoy () )(Wzor (£)(@)Z0r (ST STo11a98 Japun Ue1103]a ue 10 1hq wonestadwos

Ul POPRIOTT 09 OSIAIOIO PIIOM JBYI SJUNOIUIE SPNTIUL oS8 {|2ys uonesudwod ‘4661 *1 £ Tquedd(] Jefe SuruuFaq s1eak Uoneyw] Iof ‘JAsmor] (1)

‘QpOo SNUSAGT [BUIOJUT [RISPS] 3¢ J0 (Z)(B) [ 0FE UOPIes

ur Joge| [BINJNoLIge do uondaoxa a1 s Yons ‘patniogiad salAIes a1 10 JUAAO|IUS SY) JO HONEIO] J0 SINEL S} VO PAsE] SOFRM T PAPNOLUL UOTRIDUNTIUST

373 JITUT JEY) SPOD SNUSAST [BUIOIUL [2IOPOY o1} JO (B)] (€ UOI09S Jopun so[n AU o) piegol jnoyim paurmiaiep a4 [Jeys uonesuadiuoy) 9pod snuaisl

[emIul [eI9pa) 9 Jo ZS09 put (£)(E)1S09 (P00 SUOI09S JOPUN JUSUIEIS UaNiIM & 0akojdwa ay) ysnung 03 paxnbai st 1so1duwrs oY) [oTym 10] IdAojdwe

ue £q aakopdwn ur 03 uonesuedwon jo surwied 1RU)o || pUR 9pOD SNUALT TEUI] TRIPAT o) JO (B)[OPS UOI20S JO Surueatll au) ultiim sadem se peurgap

aq 1jeys vonesuoduros ‘A[[eonyioads “g-(9)¢ T4 | uotioas wonendar Lmsvan £Lq paynuLied s put mo[aq palou st 1deoxe ‘reak voneiu] B Junmp o[quieAt opu

Jo pred Ajjemoe wonesuadoo aq [[eys a)qeoyjdde oroym uoresusdwon Jo uontuap sy ‘esodind Joyio ou Jof puk A|uo sy ssayy Surjdde jo sasodmd tog (7))

“JUeaT URLIE JIJeUSq §520X8 a1]] 0} uorjesuaduros Jajep 03 ‘A[J00pul Jo AJ0aNP UO[OID Ue 9ARY jou op swwedoned  {(11)

PUE ‘9p09 SNUSASI [BUIRJU [BIAPAY SY3 JO ] uoroes Aq pasodurl SJIFauaq U SUOIIENWI] Q) SPOsOXD Juyf) JO' O JO SULa) ay3 topun sjquAud astmuatjo pysusq
[enuue sjuedonted ay) yo jaed jer) suepd juowonior oy up sjuedivined o) Surpiacitd o ssodand oy 1oy Ajpjos pourepuvl 8q [jeys JususuRLIE FaUsq o1, (1)

:syuatranmbar Surmoj[oy oy 0} 10efqns sI JwaUTaBuRLIE J1J2U9q S$20X2 payjenb

a1, "ueyd yuowainal ot Jo noptod oyeredes v og [[eyS JusmoFURLIE AT $500%0 poyIend ot ], umuaFurLIe JFoUaq S[L) 01 PANIPAID Sq J[BYS APOT ANUDAT
[RUIYUL [RIBPA] AU JO ¢ uooes £q pasodw SUOLR UL 91 peoaXa PIriom Jew) tonngriuos Aue Jo Junotwse ey, Juewsuelre 1ysuaq sy woly pied aq [Jeys
QPDO SNUDADL [BULIUL [RIOPA o) JO 1 Uonwas Aq posodiiil SUOHE)IWI] o) PAIIXS PINOM JET) AU [BNUTR AUR JO JUNOWR 31, "op0D SNUASY [BUISINT [BI3PA]
a1 Japun Juatafuelie Jfausq ons Jo uonensiuTpe ot Joj sermpacord apeudosdde pue Aressoosu 91y USTIBISD [[BYS IR0 ST "OPOD SNUDADI [BUIOUL [RIOPI) JUf}
Jo (t)$ T+ UOTI08S JOPUN JUSMISTUBLIE JLFOUAK) SSOOXI [BIUSWILIDACS payjifenb v UBIUTEW [[BYS PJEoq o1 “0o1Alos anusaal el oty Aq raocxdde o1 108fqng ()

‘9661 ‘T Arenuer a1ojaq ue)d JUSWRINLT B1) UL JOQUIOUI & OTHEDAG JSTI) O JENPIATPUI UE 51 Jaquraw ajqiSis u ‘ydeaGeredqns sty yo sesodmd 1o 661 ¢
1SNy 1O J9aI5 UL SE 9INJEIS 2Uf) JO SWUHI9) BY) Jopun peseyoind aq 0} PAMO[[e Sea YSTUM JUNOWE 91} UL} $89] JINCwe ug o} paseyaind oq AeUl qonym JIpat as1Alss
aarssiuniad Jo Junowe ot oonpar o) pay|dde og J0u [fEYS Opoo ENUSAST [EWINUI [RIDPA]. o) Jo (1)(3)$TH UCLIOaS JO UOTIRITI A} “Iaquuail o]qIa ur io,]  (1A)

"SIUNOWE Yons 0} 2[qRINGLIIE s}JaUaq Aue pue sjunowus yons o} Ajdde jreys uejd juswainol € 0 me] [eiapa] Jepun o)qear(dde sent uoynqrusip aqp  {q)
pue S1parn aotates sarssiunrad yo aseyaand e 107 St IesuRy ot 1oy Suiupuroep ut Apdde jou jreys (an) ydwaGeedaes Jo svonmuny oy, (v)

wakordwrs awes oy Aq paureiuiew sued U9aMI9q SpEIN ST ISISUR} SV I0TI0UM 0} preSar mogm ‘sarjdde
2pOd ONUSALT [RUINUY TRIPY o Jo (WL 1)(@)LSH 10 (WX E1)(QEop uonoes ysrym o} ‘1007 ‘1€ J0qua0a(] J21Je J9JSULLY) 99]8N1)-0]-00)SNI) B JO 9580 () U] (A)



{iii} For limitation years beginning on and after January 1, 2007, compensation for the limitation year will also include compensation paid by the later of two

and a half months after an employee's severance from employment or the end of the limitation year that includes the date of the employee's severance from
employment if:

(a) The payment is regular compensation for services during the employee's regular working hours or compensation for services outside the employee's regular
working houts, such as overtime or shift differential, commissions, bonuses or other similar payments, and absent a severance from employment, the payments
would have been paid to the employee while the employee continues in employment with the employer;

(b} the payment is for unused accrued bona fide sick, vacation or other leave that the employee would have been able to use if employment had continued; or

(c) for limitation years beginning on and after January 1, 2012, the payment is made pursuant to a nonqualified unfunded deferred compensation plan, but only

if the payment would have been paid to the member at the same time if the member had continued employment with the employer and only to the extent that the
payment is includable in the member's gross income.,

(iv) Any payments not described in paragraph (iii} are not considered compensation if paid after severance from employment, even if they are paid within two
and a half months following severance from employment, except for payments to the individual who does not currently perform services for the employer by

reason of qualified military service, within the meaning of section 414(u)(1) of the federal internal revenue code, to the extent these payments do not exceed the
amounts the individual would have received if the individual had continued to perform services for the employer rather than entering qualified military service.

(v) Anemployee who is in qualified military service, within the meaning of section 414(u)(1) of the federal internal revenue code, shall be treated as receiving
compensation from the employer during such period of qualified military service equal te: (a) The compensation the employee would have received during such
period if the employee were not in qualified military service, determined based on the rate of pay the employee would have reeeived from the employer but for
the absence during the period of qualified military service; or (b) if the conpensation the employee would have received during such period was not reasonably
certain, the employee's average compensation from the employer during the twelve-month period immediately preceding the qualified military service, or if
shorter, the period of employment immediately preceding the qualified military service,

(vi) Back pay, within the meaning of treasury regulation section 1.415(c)~2(g)(8), shall be treated as compensation for the limitation year to which the back pay
relates to the extent the back pay represents wages and compensation that would otherwise be included under this definition.

(7) Onand afier January 1, 2009, for purposes of applying the limits under section 415(b) of the federal internal revenue code, the following shall apply:

(A) A member's applicable limit shall be applied to the member's annual benefit in the first limitation year without regard to any automatic cost-of-living
increases;

(B) to the extent the member's annual benefit equals or exceeds such limit, the member shall no longer be eligible for cost-of-living increases until such time as
the benefit plus the accumulated increases are less than such limit;
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(f) effective January 1, 2002, a plan eligible under section 457(b) of the federal internal revenue code that is maintained by a state, political subdivision of a

state or any agency or instrumentality of a state or a political subdivision of a state that agrees to separately account for amounts transferred into the plan from a
retirement plan; or

(g) effective January 1, 2008, a roth IRA described in section 408(A) of the federal internal revenue code.

(iiiy Effective January 1, 2002, the definition of eligible rollover distribution also includes a distribution to a surviving spouse, or to a spouse or former spouse
who is an alternate payee under a domestic relations order, as defined in section 414(p) of the federal internal revenue code.

(iv) A distributee includes an employee or former employee. It also includes the employee's or former employee's surviving spouse and the employee's or
former employee's spouse or former spouse who is the alternate payee under a qualified domestic relations order, as defined in section 414(p) of the federal
internal revenue code. Effective July 1, 2007, a distributee further includes a nonspouse beneficiary who is a designated beneficiary as defined by section
401(a)9)(E) of the federal internal revenue code. However, a nonspouse beneficiary may rollover the distribution only to an individual retirement account or
individual retirement annuity established for the purpose of receiving the distribution and the account or annuity will be treated as an "inherited” individual
retirement account or annuity.

(v)- A direct rollover is  payment by the retirement system to the eligible retirement plan specified by the distributee.

(8) Notwithstanding any law to the contrary, the board may accept a direct or indirect eligible rollover distributions for the purpose of the purchase of service
credit. In addition, the board may accept a direct trustee to trustee transfer from a deferred compensation plan under section 457(b) of the federal internal revenue
code or a tax sheltered annuity under section 403(b) of the federal internal revenue code for: (A) The purchase of permissive service credit, as defined under
section 415(n)(3)(A) of the federal internal revenue code; or (B) a repayment to which section 415 of the federal internal revenue code does not apply pursuant to
section 415(k)(3) of the federal internal revenue code. Any such transfer shall be allowed as provided in this subsection to the extent permitted by law, subject to
any conditions, proofs or acceptance established or required by the board or the board's designee.

(9) Where required by the act, an employer shall pick up and pay contributions that would otherwise be payable by members of a retirement plan in accordance
with section 414(h)(2) of the federal internal revenue code as follows:

(A) The contributions, although designated as employee contributions, are being paid by the employer in lieu of contributions by the employee;
(B) the employee must not have been given the option of receiving the amounts directly instead of having them paid to the retirement plan; and

(C) the pickup shall apply to amounts that a member elects to contribute to receive credit for prior or participating service if the election is irrevocable and
applies to amounts contributed before retirement.

(10) (A) Notwithstanding any provision of this plan to the contrary, contributions, benefits and service credit with respect to qualified E::u_.w service will be
provided in accordance with section 414(u) of the federal internal revenue code and the uniformed services employment and reemployment rights act of 1994,
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(3) For converting amounts payable under the partial lump sum option, the board shall use the following;
(A) The applicable mortality table is a %%so male/female blend of the 1983 group annuity mortality table; and

{B) the applicable interest factor is-8%-per-yeur the actuarial assumed rate of return established by the board.

(4) Tor benefit testing under section 415(b) of the federal internal revenue code, the factors required by treasury regulations shall be used. The applicable
mortality table is specified in revenue ruling 2001-62 for years prior to January 1, 2009, and notice 2008-85 for years after December 31, 2008,






