
 

Retirement News Highlights 
Tuesday, August 27, 2019 
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finally turned around 
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FRANKFORT — The trend that has seen the state's worst-funded pension plan getting deeper in debt 
each year may have come to an end. 

"Based on everything that we know at the moment ... we would expect that plan has bottomed out," 
Rich Robben, executive director of the Office for Investments at Kentucky Retirement Systems, told an 
oversight committee on Monday. 

Robben was referring to the KRS plan that provides retirement benefits for state workers in 
nonhazardous jobs — a plan that reports $13.6 billion in unfunded liabilities and is considered to be the 
worst-funded public pension plan in America. 

But Robben said a huge increase in the amount employers are required to pay to the plan beginning in 
2018-19 produced a positive cash flow of $237.7 million for the plan in the fiscal year that ended June 
30. 

"We were cash-flow positive last year for the first time in the memory of virtually anyone at KRS, and 
that is solely due to the increased contributions," Robben said. 

That particular plan, one of eight Kentucky public pension plans, reports it has only 12.9% of the assets 
needed to pay future benefits and other known obligations. Robben said — while numbers will not be 
final until December — KRS projects that funding level to begin inching upward to 15% in 2020 and 19% 
in 2022. 

"I would commend the legislature for the amount of money that's been appropriated to the plans ..." 
Robben said. "There's no quick fix to this, but what has been done is working." 

Robben delivered his report to the Public Pension Oversight Board, a panel made up mostly of state 
legislators.  

One of them, Sen. Chris McDaniel, a Taylor Mill Republican who chairs the Senate budget committee, 
said it was important to put the good news into context. 

"It's a little bit of good news in a universe of unknowns when you're at this funding level," McDaniel 
said. "But it will not remain this way without a long-term discipline on both the benefit side and the 
contribution side." 



Robben's report to the oversight board did show that more funding from employers in this plan will be 
required next year. His report showed that the current contribution rate of about 83% of payroll is 
expected to jump to 89% for the 2020-21 fiscal year. 

This would cause employer contributions to the plan to increase by more than $200 million to $1.35 
billion a year, the report from KRS shows. 

Jim Carroll, president of the advocacy group Kentucky Government Retirees, said, "The report was 
encouraging and shows what fully funding pensions can do." 

He repeated his call for lawmakers to look at tax reform and other forms of new revenue as ways to 
ensure the General Assembly can continue to fully fund pensions in the next budget and beyond. 

Also Monday, the KRS plan for workers in nonhazardous jobs reported earning 5.7% on its investments 
in the year that ended June 30. That's slightly above the assumed rate of return of 5.25% assumed by 
the plan's actuary. 

The Teachers' Retirement System, meanwhile, reported to the oversight board that it earned about 
5.6% investment returns in the 2018-19 fiscal year. That's below the annual rate of return of 7.5% that 
the system assumes it will earn. 

Beau Barnes, deputy executive secretary and general counsel to Teachers' Retirement System, told the 
board that the plan invests for the long term and that over the past 30 years, it has seen investment 
returns of about 8.1% annually.  
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