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Part I:  Measure Information

	Bill Request #:
	69


	Bill #:
	HB 300 GA


	Bill Subject/Title:
	AN ACT relating to retirement and declaring an emergency


	Sponsor:
	Representative Mike Cherry


	Unit of Government:
	X
	City
	X
	County
	X
	Urban-County

	
	X
	Charter County
	X
	Consolidated Local
	X
	Unified Local Government


	Office(s) Impacted:
	State retirement systems including County Employees Retirement System


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	X
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 300 GA sets out new requirements for three state retirement systems:  the Kentucky Teachers’ Retirement System, the Judicial Retirement System, and the Kentucky Retirement Systems (KRS).  This local government analysis focuses only on those changes that affect the KRS since this board oversees the County Employees Retirement System (CERS) as well as the Kentucky Employees Retirement System and the State Police Retirement System.  
The KRS Board of Trustees is composed of nine members:  three are appointed by the Governor; two are elected by the County Employees Retirements System members; two are elected by the Kentucky Employee Retirement System members; one is elected by the State Police Retirement System; and the state Personnel Cabinet Secretary is an ex-officio member with voting privileges.
A number of the provisions included in HB 300 GA are recommendations made by the Auditor of Public Accounts in June of 2011.  The KRS board requested the Auditor to conduct an audit of KRS when issues surfaced last year after an internal audit determined that $13 million in fees was paid to placement agents from 2004 to 2009 by investment firms doing business with KRS.  

Placement agents are “middlemen” marketing agents for private equity money managers. They are paid by private investment funds to solicit and secure potential investors—such as KRS.  KRS did not pay the placement agents directly but fees paid by KRS to the investment fund managers are used to pay placement agents.  
The Auditor of Public Accounts found no evidence of a “pay to play” scheme involving placement agents or of conflicts of interest that benefited KRS officials.  The Auditor concluded that “It appears placement agent fees have had no greater impact on the final cost to KRS than the fees charged by investment managers that use internal marketing staff.”  However, the Auditor did refer certain issues regarding placement agents to the U. S. Securities and Exchange Commission and recommended that “the General Assembly consider requiring the registration of placement agents as executive agency lobbyists with the Executive Branch Ethics Commission.”  In addition, the Auditor made numerous recommendations to strengthen the governance of KRS, some of which are included in HB 300 GA.  

Changes to KRS proposed in HB 300 GA include:   (1) apply the current term limits applicable to elected KRS trustees to those appointments made by the Governor; (2) prohibit the chair or vice-chair of KRS from serving more than four consecutive years as chair or vice-chair; (3) require  KRS Board candidates to submit an application and resume as well as authorize a background check; require KRS to make system expenditures and employee salaries available on the KRS web site; (4) require the Auditor of Public Accounts to audit KRS at least once every five years and require KRS to pay for all associated costs; include additional conflict of interest provisions applicable to employees and trustees of KRS; (5) require placement agents to register as executive agency  lobbyists; and (6) prohibit KRS assets from being used to pay unregulated placement agents under any contracts established or renewed after July 1, 2012.  (Unregulated placement agents are already prohibited by federal securities laws from receiving compensation for soliciting a government agency.)
HB 300 GA contains an emergency clause, and if enacted, the measure’s provisions are to become effective when signed by the Governor or otherwise becomes law.     

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
As noted above, this analysis focuses on the impact of HB 300 GA in regard to local government employers currently participating in CERS.  This retirement system includes employees of all county governments as well as employees of 223 of Kentucky’s 419 cities.  Employees and retirees in classified school positions, including secretaries, bus drivers, instructional aides, cafeteria workers, and custodians are also in the county Employee Retirement System.  The system has approximately 131,000 active and retired participants.     
The administrative cost to KRS to implement the provisions of HB 300 GA is expected to be minimal and should have no effect on local government employer contributions.  The KRS Executive Director indicates that the provisions of the bill will not increase or decrease benefits or the participation in benefits in any of the retirement systems administered by KRS and will not change the actuarial liability of any of the retirement systems administered by KRS.

	Data Source(s):
	LRC staff; Kentucky Retirement Systems Executive Director; “Should the General Assembly prohibit or regulate placement agents in Kentucky public pension investments?” Issues Confronting the 2012 General Assembly, Information Bulletin No. 236, Kentucky Legislative Research Commission
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