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Benefit Changes Coming for KPERS Members
KPERS benefits will change starting in 2014. The 2012 Legislature passed changes in response to KPERS’ long-term 
funding shortfall. Although the legislation calls for employers to do the heavy lifting to help fund the system, some 
weight is on members’ shoulders, too.  

The Big Picture

 y Employers will pay more.
 y KPERS Tier 1 members will pay more and get more. 
 y KPERS Tier 2 members will no longer have a cost-of-living adjustment (COLA),  

but will have a higher benefit multiplier. 

Are You Tier 1 or Tier 2? 
 y Tier 1 members generally have a hire date before July 1, 2009.
 y Tier 2 members generally were hired on or after July 1, 2009. 
 y Check with your employer if you are unsure which Tier you are in. 

Employer Contribution Increases

Employer contributions increases will have the most significant impact on funding. Employers will contribute an 
additional $500 million, bringing the employer total to more than $9 billion over the next 10 years. Employees will 
contribute about $4 billion during the same time. 

KPERS Tier 1 Member Changes

TIER 1 CHANGES EMPLOYEE CONTRIBUTION RATE BENEFIT MULTIPLIER

Now 4% 1.75%

January 1, 2014 5%
1.85% (future service)

January 1, 2015 and after 6%



Unlikely Tier 1 Benefit Election
Legislation also calls for a Tier 1 benefit election if approved by the IRS. If (and that’s a big IF) the IRS does approve  
an election, you will choose how your benefit will change instead of the automatic options.

At this point, we think an election in 2013 is extremely unlikely. Expect the automatic benefit multiplier and contri-
bution increases to happen. If we have an election, we’ll let you know right away with the details.

KPERS Tier 2 Member Changes

 y Your contribution rate will stay at 6% but your benefit multiplier will increase to 1.85% for all service!  
Even past service.

 y You will no longer have a cost-of-living adjustment.

New Tier 3

HB 2333 creates a new cash balance plan for new hires beginning January 2015. This will not affect current active 
KPERS members, KP&F or Judges.

Reasons for the Shortfall

KPERS has struggled with a long-term funding shortfall for more than a decade. 

 y The Great Recession in 2008 caused unprecedented investment losses.
 y Member benefit increases in the 1990s were funded mostly through  

actuarial changes that put off paying for them until later. 
 y For over 18 years, state statute has kept employers from contributing  

at the rate required for proper funding.
 y Members are living longer and members have been retiring earlier  

under the 85 point rule, both increasing liabilities.

For More Info

KPERS has a special website section to help you understand the changes. Visit www.kpers.org/changes for over-
views, member perspectives and more info on how the changes will affect you. 

What Benefit Changes Mean for Me
My name is Julie. I’m married and have two teenage boys. I’m right in the 
middle of my career, but I do plan to retire in about 15 years. I work in Hu-
man Resources at a state agency and started with the State very young. 

Over the last ten years, KPERS funding has been a concern for people 
of my generation and for future members. Because of benefit changes, 
I know I’m going to pay more in, but I try to remember that this is good 
for System stability. I’m glad the Legislature is serious about working to 
fix the unfunded liability. 

Things I’m Thinking About

 y Contribution increases could be difficult. We have to look at our 
budget and maybe make some changes.

 y The burden is not just on me. Employers are paying more, too. 
 y It’s nice that the multiplier increase will give me more money than I 

planned on. 

Mid-Career

Julie, Age 44
State employee
Married with teenagers
15 years until retirement

Video

http://www.kpers.org/changes
http://vimeo.com/70960791


See More 

Julie is one of many members like you who will face changes to their benefits. Visit www.kpers.org/changes/shoes.
html to see what other members at different stages of their careers think about the changes, and see how the 
changes could affect you on a personal level. 

KPERS Board of Trustees Election

Meet Your New Trustees
KPERS members elected two new trustees in the Board of Trustees election. 
Eight candidates ran for the non-school position, and six candidates for the 
school position. Thank you for voting! These board members will represent you 
on the Board for the next four years. New trustees will serve from July 1, 2013, 
to June 30, 2017.

Non-School Trustee: Todd Hart

Todd Hart is Deputy Fire Chief for the City of Olathe. He 
started his fire service career in 1986 and is now begin-
ning his 28th year of service. As a Deputy Chief, he is 
tasked with budgetary, human resources and opera-
tional responsibilities. 

He has completed the National Fire Academy Executive Officer program and has a bach-
elor’s degree from MidAmerica Nazarene University and a master’s degree from Webster 
University. 

School Trustee: Ernie Claudel

Ernie Claudel is retired after 33 years as an elementary classroom teacher and building 
administrator, mostly in the Olathe School District. He is a registered Primerica Agent, 
holding both Series 6 and 63 securities licenses. He also serves as vice-chair of the Kansas 
Coalition of Public Retirees. 

He holds a bachelor’s and master’s degree from Fort Hays State University with graduate 
hours from the University of Kansas. He is an honorably discharged U.S. Army veteran.

About the Election
Every four years, members elect one trustee from each of the school and non-school groups. Like you, candidates 
are KPERS members. Elected trustees have a vested interest and a unique perspective to bring to the board room.  

Trustee Appointed: Suresh Ramamurthi 

Suresh Ramamurthi was appointed by Senate President Susan Wagle to replace Lon Pishny, 
whose term expired June 30, 2013. Ramamurthi is the chairman of CBW Bank in Topeka.  

For more information on KPERS’ Board of Trustees, visit www.kpers.org.

http://www.kpers.org/changes/shoes.html
http://www.kpers.org/changes/shoes.html
http://www.kpers.org


Outgoing Trustees Deserve Thanks for Their Service
New board members also means saying farewell to some trustees. The terms of elected trustees Ron Hagen and Gary 
Price, and appointed trustee Lon Pishny, ended June 30. 

KPERS thanks them for their fiduciary commitment and dedication to serving members. 

Ron Hagen, Hutchinson, was the elected non-school trustee in the 2009 Board of Trustees election and served as 
Board Chairperson for FY 2012. Mr. Hagen is the Director of Criminal Justice Program at Central Christian College 
and a retired KBI agent.  

Gary Price, Olathe, was the elected school trustee in the 2009 Board of Trustees election and served as Board 
Chairperson for FY 2013. Mr. Price is a retired school administrator.  

Lon Pishny, Garden City, was appointed in July 2005 by the President of the Senate. His current term expired June 
30, 2013. He previously served on the Board from July 1999 to September 2003. Mr. Pishny is the founder of Pishny 
Financial Services. 

KPERS’ Board of Trustees has nine members. Four are appointed by the Governor, two are appointed by legislative lead-
ers, two are elected by Retirement System members, and one is the elected State Treasurer. All serve four-year terms.

Board of Trustees Information

KPERS to Offer Life Insurance Coverage for Your Spouse
Life insurance provides financial protection for you and your family. This fall, you have the opportunity to enroll for 
the new spouse coverage benefit or increase your own coverage. 

Spouse coverage is available to all employees of affiliated KPERS employers, even those who are not currently 
enrolled for optional life insurance coverage. This includes KP&F and Judges.

Spouse Life Insurance Highlights 

 y Coverage available in $10,000, $25,000, $50,000 or $100,000 
amounts.

 y $10,000 and $25,000 amounts are guaranteed during open 
enrollment. 

 y $50,000 or $100,000 amounts require proof of good health.
 y You can enroll for spouse coverage anytime after open enroll-

ment with proof of good health. 
 y Cost is based on your spouse’s age and increases with age. 
 y Premiums will automatically be deducted from your paycheck. 
 y You, the employee, are the beneficiary for any spouse coverage.

Open Enrollment Is Coming!

During open enrollment, you can enroll for guaranteed coverage 
for you and your spouse without answering health questions. The open enrollment period will run October 1-No-
vember 15, 2013. 

You can also increase your own optional coverage by up to $25,000 without proof of good health. All guaranteed 
and approved coverage will be effective January 1, 2014.

Note: Employees previously declined for coverage are not eligible for the guaranteed issue offer. 

Watch for more information from your employer.

http://www.kpers.org/about/bot.html


It Doesn’t Pay to Wait on Service Purchases
Purchasing service credit can be a great way to boost your retirement benefit and possibly retire earlier. But there 
are a couple reasons why it doesn’t pay to delay if you’re considering it. 

Your Age Affects the Cost

Age and salary are the main factors that affect your cost. 

 y In general, the cost goes up as you get older. It usually costs less to purchase service earlier in your career.
 y For KPERS Tier 1 members under age 43, a year of service generally costs about 4 percent of salary. After that, 

the actuarial cost increases significantly. 
 y With Tier 1 contributions increasing to 5 percent in 2014, and 6 percent in 2015, service purchase costs will 

increase.
 y For KPERS Tier 2 members under age 35, a year of service generally costs about 6 percent of salary. After that, 

the actuarial cost increases significantly. 
 y As your salary increases, so will service purchase costs. 

Ending Employment or Retirement Can Affect Your Purchase

Only active members can purchase service credit. Leaving employment can affect a service purchase in progress 
or keep you from making a service purchase. With all service purchases, you must apply for and purchase the service 
by your last day on your employer’s payroll. 

 y If you end employment in the middle of a service purchase by payroll deduction, you can still complete the 
purchase with a lump-sum payment, as long as the payment is received by your last day on payroll.

 y If your employment unexpectedly ends due to termination or layoff, you cannot start a service purchase after 
those events. 

For More Info

KPERS Fun Facts

How old is KPERS? 

Last year, KPERS turned 50! The Kansas Legislature created the Retirement System in 1962 to build a financial re-
tirement foundation for those spending their careers in Kansas public service.

How many employers offer KPERS benefits? 

The State of Kansas is the single largest employer with more than 25,000 employees. But the State counts as only 
one employer. In all, there are about 1,500 employers offering KPERS benefits including school districts, counties 
and most municipalities, and other local government authorities and districts. 

http://www.kpers.org/active/benefits.html#service


KPERS Investment Snapshot

Money Matters
Investment returns make up the largest source of 
income for paying benefits. They are a vital part 
of successful funding. Over the years, investment 
returns have paid for about 60 percent of benefits. 

Investments
Employer Contributions
Member Contributions

18%

57% 24%

Funding Over Time
Last 20 �scal years

Funding projections plan for an average, long-
term investment return of 8 percent. That is our 
target. In some years, returns will be below that 
rate, and in others, exceed it. While investment 
returns each year are important, healthy returns 
over time are essential for proper funding. 

Investment Performance  
(as of May 31, 2013)

Total Assets: $14,226.5 million

Investment Return Target: 8 percent

*Fiscal Year to Date Total Return: 15.9 percent

*Calendar Year to Date Total Return: 7.5 percent

* not annualized

19.6%

12.2%

8.1%

KPERS Return Rates Over Time
for periods ending May 31, 2013

8.7%

0% 5% 10% 15% 20%

1 Year

3 Year

5 Year

10 Year

Since Inception*

4.7%

*Inception date of montly performance calculations is January 1, 1986

KPERS & Tandem: Working Together for Your Future 
Help us celebrate! The Kansas Public Employees 457(b) Deferred Compensation Plan has a new name – Tandem.

A few years ago the Deferred Compensation Plan came under the KPERS umbrella. With that came KPERS’ fiducia-
ry commitment and resources, so we wanted Tandem to reflect that partnership. The name is new, but the plan, 
service provider and investments are still the same.

More Than Just a Name

When you hear Tandem, we hope you’ll think about partnership, 
like people riding a bicycle built for two. That’s how KPERS and 
Tandem work together. Our mission is to provide you with tools 
to complement your pension for a more sound retirement.

Most people are not financial experts. Tandem can be your knowl-
edgeable partner. From providing access to quality investments 
and investor education to keeping costs low, we put your inter-
ests first. As a KPERS savings plan, you can count on us to be a 
trusted partner on your path to retirement.



The relationship with KPERS sets Tandem apart from other ways you might save for retirement. We are in tune with 
helping you get the most from the way these two benefits work together. As fiduciaries, both KPERS and Tandem 
also provide the highest standard of care and accountability. We are in business for you, not to make a profit.

Along with the new name, we have a new web address. Coming soon, visit www.tandem457.org to see our fresh 
look and the expanded information available. We’ll also have a new video showcasing different members and their 
saving experience. Watch to see if any of your coworkers make a debut. 

Our New Logo

The new logo represents how Tandem fits together with KPERS. 
As in KPERS’ own logo, it has the Cottonwood leaf from the state 
tree of Kansas. This tree has tiny seeds, yet grows into one of the 
largest trees in North America. Just like savers who start with 
small contributions that can grow into a retirement income.

Letter From Executive Director 
As the U.S. economy continues to make a sustained but slow recovery, we have some 
good news.

KPERS’ investments had a 14.5 percent total rate of return for calendar year 2012. For 
fiscal year 2013 through May 31, 2013, the System has earned a total return of 15.9 per-
cent. Fiscal year 2013 is from July 1, 2012, to June 30, 2013.

Investment returns each year are important, but healthy returns over time are essential 
for proper funding. KPERS’ 10-year average investment return is 8.1 percent, slightly 
beating our 8 percent long-term target.

KPERS’ portfolio includes all contributions and net investment earnings on fund assets. As of May 31, 2013, total 
assets reached $14.2 billion in market value. This is up from a low of approximately $8.8 billion in 2009 as a result 
of the Great Recession. As a long-term institutional investor, we follow a disciplined asset allocation plan, while 
managing risk, to generate returns to pay promised benefits – the reason we are here.

KPERS has experienced a fairly steady recovery since the economic crisis in 2008. With continued strong invest-
ment returns and the positive effects of last year’s benefit change legislation, KPERS is on a clear path to finan-
cial soundness. Projections show the unfunded actuarial liability will be paid off by 2033. While the Retirement 
System’s unfunded liability will increase somewhat until we see the results of KPERS employer contribution rates 
catching up with the actuarially required rates, we are solid and headed in the right direction.

As always, we welcome your comments and questions. Please feel free to contact me anytime at 785-296-1019,  
or aconroy@kpers.org.

Questions?
Toll-free: 1-888-275-5737 
In Topeka: 296-6166
E-Mail: kpers@kpers.org
Website: www.kpers.org

www.tandem457.org
mailto:aconroy%40kpers.org?subject=
mailto:kpers@kpers.org
http://www.kpers.org
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