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A JOINT RESOLUTION urging all state agencies which have responsibility for investing public funds to conduct a comprehensive review of their investment policies, procedures, and safeguards and to report to the General Assembly.

WHEREAS, in 2002, the stock market plummeted to 1998 levels due, in large part, to accounting scandals involving major corporations; and

WHEREAS, a reported 17,000 WorldCom employees have been laid off and over 4,000 Enron Corporation employees have lost their jobs and life savings; and

WHEREAS, in total, Enron investors have lost a reported value in excess of five billion dollars with projections as high as twenty-five billion dollars; and

WHEREAS, in July 2002, WorldCom, with March 2002 assets of $104 billion, was forced to file for bankruptcy due to a huge debt load and $3.85 billion in accounting irregularities, supplanting Enron's record December 2001 bankruptcy; and

WHEREAS, it has been reported that state and local public pension systems nationwide have lost an estimated one billion dollars and the Florida Public Employees Pension System, in particular, has lost over three hundred thirty million dollars due to the decline in value of Enron stocks and bonds; and

WHEREAS, the Kentucky Retirement Systems has been impacted by an estimated one million dollars and the Kentucky Teachers' Retirement System has been impacted by an estimated two million dollars due to the decline in value of Enron stocks and bonds; and

WHEREAS, at the time WorldCom's accounting scandal was reported, the book value of state-administered retirement systems' holdings in WorldCom surpassed those in Enron, with Kentucky Teachers' Retirement System holding $42 million in stocks, Kentucky Retirement Systems having $8.4 million in equities and $6.8 million in bonds, and the Judicial and Legislative Retirement Plans holding $3.98 million and $867,000, respectively in WorldCom stocks and bonds; and

WHEREAS, twenty-six Enron executives have allegedly reaped over one billion dollars in personal profit by allegedly creating hundreds of shell special purpose entities, buying and selling capital risk, and overstating earnings with the purposeful intent to mislead employees and investors while at the same time receiving hundreds of millions of dollars in compensation and cashing out hundreds of millions of dollars in soon-to-be worthless Enron stocks; and

WHEREAS, WorldCom's former CEO resigned amid questions about $400 million in loans from that corporation;

NOW, THEREFORE,

Be it resolved by the General Assembly of the Commonwealth of Kentucky:

Section 1.   This honorable body does hereby request that all state agencies which have responsibility for investing public funds, including but not limited to the Office of Financial Management, the Kentucky Public Employees' Deferred Compensation Authority, the Kentucky Retirement Systems, the Teachers' Retirement System, the Legislators' Retirement Plan, and the Judicial Retirement Plan, conduct an extensive and comprehensive review of all investment policies, procedures, and safeguards and report to the General Assembly by September 1, 2003. The review shall include but not be limited to asset allocation guidelines; restrictions on percentage investment in any single industry or any individual corporation; selection of external investment managers and internal controls for in-house investment staff; selection of external actuarial, accounting, and auditing services; conflict-of-interest provisions for staff, board members, external money managers, actuaries, auditors, and accountants; investment performance review procedures; brokerage policies and fees; and internal and external auditing and accounting practices.

Section 2.   The Clerk of the Senate is hereby directed to transmit a copy of this Resolution to Governor Paul Patton, State Capitol Building, Frankfort, Kentucky, 40601, and to each agency listed in Section 1 of this Resolution.
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