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Three Key Events

1. SENATE BILL 2 (2013) - Established Tier 3 and required full funding of ARC
» Tier 3: . Y
» Employees and employers make cb“’m.’rrkibu’rions just like a 401 (k).
» Balances earn a minimum 4% annually. ™.
» No active unfunded liability. |
» Balance at retirement converts to cash or an annuity-like payment.
» Pension normal cost less than 4% vs. 9%-12% for the KERS plans.
» Full ARC funding
» Previously was at the biennial discretion of the Legislature and the Governor
» Budgeted less than the ARC 12 straightyears ... on average about 60% less



Three Key Events (con’t)

2. RESET OF ECONOMIC AND MORTALITY ASSUMPTIONS (2017 and 2019)
» The FY 2019 Valuation used lower earnings and pdyroll growth assumptions.
» 5.25% / 6.25% earnings vs. previous 6:75% / 7.50%
» 0% / 2% overall payroll growth vs. previous.4%
» Life expectancy extended two-years "
» Now use intergenerational method
» KERS NH conftribution rate went from 49% to 83% in FY 2019.
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Three Key Events (con’t)

3. House Bill 8 (2021)
» Changed the method of funding KERS-NH pensionplan

Old Method New Method

Employer contribution = a % of their payroll Employer contribution = the amortization of
their own unfunded liability

Problem-encourages employers to Solution-Contribution is a fixed percent of
outsource or otherwise reduce their staff in the total unfunded liability of the System.
order to reduce their contribution Not impacted by changes in payroll.




Board structure

CERS BOARD

COUNTY EMPLOYEES
RETIREMENT SYSTEM

3 trustees elected by
members

6 trustees appointed by
the Governor selected
from lists of candidates
provided by KACo, KLC
and KSBA

KPPA BOARD

CERS Board Chair

KRS Board Chair

CERS Investment Committee Chair
CERS Trustee, Elected by Members*
CERS Trustee, Governor Appointee*
KRS Investment Committee Chair
KRS Trustee, Elected by Members**
KRS Trustee, Governor Appointee**

*Selected by the CERS Board Chair
**Selected by the KRS Board Chair

KRS BOARD

KENTUCKY EMPLOYEES
RETIREMENT SYSTEM
&

STATE POLICE
RETIREMENT SYSTEM

* 3 trustees elected by
members

* 6 trustees appointed by
the Governor




Performance and Cash Flow Highlights
KERS, CERS and SPRS as of May 31,-2021

Performance
» All Pension YTD performance was 23.05% resulting in a net inerease of $2.9B in assefs.
» Performance above the benchmark* was 139 ps which is equal to $176.8M

» AllInsurance YTD performance was 23.28% resulting in a net increase of $1.3B in
assefts.

» Performance above the benchmark* was 140 bps which is equal to $76.8M

Cash Flow

($ in Millions)

*Benchmark returns equal targeted allocations investment in the respective indices.
**Dividends and interest



Pension - Investment Update 5/31/21

SIERE $2,983.0 20.4% 22.0% 9.2% 9.5% 7.3% 6.4%
Non-Hazardous

Hazardous

clExe $8,490.7 23.8% 24.9% 9.7% 10.3% 7.7% 6.6%
Non-Hazardous

wExE $2,878.9 23.7% 24.7% 9.6% 10.2% 7.7% 6.6%
Hazardous

19.0% 19.8% 8.4% 9.1% 7.2% 6.4%




Pension Fund Contribution Report
KERS Non-Hazardous, KERS Hazardous & SPRS

March 31, 2021 (compared to March 31, 2020)
($ in millions)

cNON-HAZARDOUS “ HAZARDOUS “ I Rs
Kentucky Emloyees Retirement System Kentucky Emloyees Retirement System State Police Retirement System

Contributions FY21 FY20 FY21 FY20 FY21 FY20

Net Investment Income -- 4.9
Contribution Inflows
Benefit Payments/Refunds
1

11.9
87.5 64.5 67.1
68.8

57.3

58.2

Contribution Outflows -
NET Contributions -
Realized and Unrealized Gain/(Loss) (2.3)

5.8 7.3

0.7 36.0
o | o
Administrative Expenses
o | o
2 | e
: 88.6




Insurance Fund Contribution Report
KERS Non-Hazardous, KERS Hazardous & SPRS

March 31, 2021 (compared to March 31, 2020)
($in millions)

OUERS, | GKERS, | @SPRS

Kentucky Emloyees Retirement System Kentucky Emloyees Retirement System State Police Retirement System

| Employer Contibutions | sie03 | sises | s- | se1 | ses | s2a
nswencepremums | ws | o2 | 12 | - | o8 | -
| Retred Reempioyeavealtncare | 42 | a1 | 12 | a2 | .|
Health Insurance Contributions (HB1) - 0.2
Net Invesment ncome
Contribution Inflow 15.4
Healthcare Premiums 13.0
0.1 0 0

5.8
Administrative Expenses 0.7 A A

Contribution Outflow 1155 | 1166 131

0.1

NET Contributions 23
Realized and Unrealized Gain/(Loss) (2.8)
Change in Net Position 05
Beginning of Perioc 200,
Ending of Perios 51996




Estimated Impact of FY 2021 Investment Returns
KERS-NH Unfunded Accrued Actuarial Liability/Funded Ratio

Unfunded Liability (SMillions) Funded Ratio

FY Beg 7/1 Current* | New Proj.** | Difference FY Beg 7/1 | Current* | New Proj.** | Difference

$13,695  $13,433 ($262) 16% 18%
$12,395  $11,767 ($628) 23% 26%

$10,659  $10,174 ($485) 30% 33%
$7,325  $7,118 ($207) 46% 48%
- . : 100% 100%

*Based on 5.25% earnings each year
**Based on 2021 actual earnings and 5.25% eachyear thereafter
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Estimated Impact of FY 2021 Investment Returns

KERS-NH Employer Contribution dollar amount/percentage

Employer Contributions (SMillions) Employer Contribution Rate

FY Beg 7/1 Current* | New Proj.** | Difference FY Beg 7/1 | Current* | New Proj.** | Difference

$1,034 $1,024 74.9% 0.7%
$1,022 $965 72.0% 4.2%

$1,011 $953 71.7% 4.4%

$1,009 $951 70.4% -4.3%
$52 $55 4.0% 0.2%

*Based on 5.25% earnings each year
**Based on 2021 actual earnings and 5.25% eachyear thereafter
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Estimated Impact of FY 2021 Investment Returns
CERS-NH Unfunded Accrued Actuarial Liability/Fonded Ratio

Unfunded Liability (SMillions) Funded Ratio

FY Beg 7/1 Current* | New Proj.** | Difference FY Beg 7/1 | Current* | New Proj.** | Difference

$7,007 ($581) 50% 54%
$6,164  ($1,412) 55% 63%

$5,834 ($1,172) 61% 67%
$4729 ($551) 72% 75%
: - 100% 100%

*Based on 6.25% earnings each year
**Based on 2021 actual earnings and 6.25% eachyear thereafter
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Estimated Impact of FY 2021 Investment Returns

CERS-NH Employer Contribution dellar amount/percentage

Employer Contributions (SMillions) Employer Contribution Rate

FY Beg 7/1 Current* | New Proj.** | Difference FY Beg 7/1 | Current* | New Proj.** | Difference

23.6% 22.8%
23.1% 19.0%

22.2% 18.1%

21.3% 17.3%
3.5% 3.6%

*Based on 6.25% earnings each year
**Based on 2021 actual earnings and 6.25% eachyear thereafter
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