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MINUTES OF THE _House = COMMITTEE ON Appropriations
The meeting was called to order by Bill Bunten at

Chairperson
1:30 &m./p.m. on Wednesday, March 18 1987 in room __514-=S of the Capitol.
All members were present except: =~ Representatives Duncan, Shriver, Goossen, Hoy,
Helgerson, Turnquist - all excused =

Committee staff present: Gloria Timmer, Research

Scott Rothe, Research

Jim Wilson, Revisors Office

Sharon Schwartz, Administrative Aide
Nadine Young, Committee Secretary

Conferees appearing before the committee:
Representative Williams
Ted Ayres, General Counsel, Board of Regents
Dick Mann, University of Kansas
Gary Sherrer, 4th Financial Corporation
Dr. Ed Flentje, Secretary of Department of Administration
Guest List (Attachment 1)

HB 2558 - relating to financing of state capital improvements.

Dr. Flentje addressed the committee and explained the provisions of the

bill (Attachment 2). He said that state government's planning, management and
financing of capital improvements leave room for improvement and passage of
this bill would grant the Department of Administration more authority in this
area. It would establish a "pay as you use" policy in financing capital

requirements. In summation, the bill identifies alternatives for financing
methods.
Chairman moved to HB 2500 - concerning reduction of salaries of state officers

and employees; relating to effect on retirement benefits thereof.
Representative Williams reviewed for the committee the provisions of the bill.
The bill was first heard in Pensions, Investments and Benefits Committee
where it was amended to add clarification language pertaining to effective
date of eligibility. Fiscal note is approximately $2,126.

Art Griggs, Assistant Secretary of Department of Administration submitted a
proposed amendment (Attachment 3), Representative Wisdom moved for adoption
of the amendment, seconded by Representative Ott. The motion carried.

Representative Wisdom then moved that HB 2500, as amended, be recommended
favorable for passage. Seconded by Representative Ott. Motion carried.

Turning back to HB 2558, chairman entertained a motion for action on the bill.
Representative Chronister moved to amend the bill by striking language, "it
allows for state Finance Council as an alternate means of approval". It was
seconded by Representative Teagarden. The motion carried.

Representative Heinemann asked if there would be any consideration given to
involving the Joint State Building Committee. Chairman suggested this
amendment be proposed on the floor. Representative Bunten moved that HB 2558
as amended be recommended favorable for passage. Seconded by Representative
Turnquist. Motion carried.

HB 2411 - concerning retirement benefits for officers and employees of the
state Board of Regents and institutions thereunder.

Representative Williams explained the bill and provided written testimony
(Attachment 4).

Ted Ayres, Kansas Board of Regents, testified in support of the bill (see
Attachment 5). The Board has asked for a revision to allow the institutions

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for
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MINUTES OF THE House COMMITTEE ON Appropriations

room _514-=S Statehouse, at 1:30  X#./p.m. on Wednesday, March 18 ,19.87

flexibility to hire top quality people. The Board also has proposed that
the 2-year waiting period be reduced to one year. Mr. Ayres said, "we
endorse the amendment by the committee on P,I&B, we think this is an
incentive and it is no cost to the state".

Dick Mann, University of Kansas, endorsed the proposals made by Ted Ayres
and Representative Williams. He said that for those people hired who are
already in a vested program, the rule should be to permit immediate
participation. In order to maintain a competitive edge, it is important
to be able to offer a good retirement program.

HB 2498 - relating to public moneys; concérning affilitate banks.
Gary Sherrer of 4th Financial Corporation asked the committee's support of
the bill which has no fiscal impact. The bill was amended by Committee on

P,I&B. Representative Fuller moved that HB 2498 be recommended favorable
for passage. Representative Mainey seconded. Motion carried.

, Chairman turned to final action on HB 2557, 2559 and 2556 which were heard
in committee on 3-17-87.

Representative Heinemann moved that HB 2557 be recommended favorable for
passage. Seconded by Representative Chronister. Motion carried.

Representative Heinemann moved that HB 2559, as amended by Representative
Vancrum, be recommended favorable for passage. Seconded by Representative
Fuller. Motion carried.

Representative Ott moved that HB 2556 be recommended favorable for'passage.

Representative Wisdom seconded. Discussion followed and Representatives
Brady and Vancrum expressed concerns about the bill. Chairman Bunten
announced that a vote would not be taken today and the bill would be taken
up later. Representative Mainey suggested that Jim Wilson report back on
the other decisions that were made by the Economic Development committee.

Meeting adjourned at 2:30 p.m.
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Statement on House Bill No. 2558
House Committee on Appropriations
H. Edward Flentje
March 18, 1987

Kansas state government has major policy commit-
ments and long-term financial obligations to its capital
infrastructure. The current value of capital stock
owned by state government could run as high as $3 to $4
billion or more. State government spends annually over
$300 million on capital improvements, debt service, . and
capital equipment. Outstanding debt used to underwrite
capital assets ranges to $400 million and more.

State policy makers will be facing an increasing
array of demands for capital improvements needed for the
delivery of state services. A partial 1list would
include:

l. new correctional facilities;

2. a new hospital wing at Larned State Hospital;

3. community facilities for the mentally retarded;

4. implementation of the state water plan and the
basin plans;

5. office facilities in Shawnee County and in
regional locations;

6. state's share of national guard armories;

7. preventive maintenance of existing state facil-
ities;

8. wildlife and park improvements.
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The availability of federal assistance to underwrite
these improvements is on the decline.

Given the magnitude of our capital infrastructure,
its importance to the delivery of state services, and
growing demands for capital improvements, the manner in
which state government plans, manages, and finances
capital assets has serious shortcomings. For example, -
we lack adequate information, such as consistent report-
ing on capital 1leases, the value and depreciation of
capital assets, and the long-term obligations of state
government, which would form the foundation for improved
planning of capital improvements. Many agencies with
debt-financing authority lack expertise in the execution
of that authority. Other agencies facing substantial
capital requirements, such as those in corrections,
office facilities, or social services, lack authority to
finance those improvements. Cash flow from building
funds is often not managed in ways that will Faéilitate
capital construction and at the same time meet state
obligations. In sum, state government's planning,
management, and financing of capital improvements leave
room for improvement.

We are taking steps to improve this situation in

areas in which we have authority to do so, for example,



in improving the quality of information, in managing
funds, and in developing expertise.

One area in which we lack authority is in financing
capital improvements, and House Bill 2558 is intended to
address this situation. House Bill 2558 authorizes the
secretary of administration to coordinate financial
planning of capital improvements and to finance capital -
improvements subject to approval by the legislature or
the state finance council,

House Bill 2558 would make . two changes in exisfing
policy: first, it would assign the secretary of admin-
istration authority for coordinating financial planning
of capital improvements; and second, it would establish
legislative intent that a "pay as you use" policy should
be available as an alternative for financing correction-
al facilities, office facilities, or other capital
requirements. In other words, as a financing option,
those capital. requirements could be financed over the

life of the improvement.



Capital Improvement Expenditures as a Percentage

of State Expenditures from All Funds, 1960-85

Kansas Policy Choices, pp.

Source:
Fgure 4.1
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Figure 4.3
Capital Improvement Expenditures from All Funds as a

Percentage of Kansas Personal Income, 1962-85
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As Amended by House Committee

Sesslon of 1087

HOUSE BILL No. 2500

- ; By Committee on Pensions, Investments and Benefits

2-25

AN ACT concerning reduction of salaries of state officers and
. .employees; relating to effect on retirement benefits thereof.

Be it enacted by the Legislature of the State of Kansas:

Section 1. (a) any officer

3/18/87
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hen the rate of compensation for

or employee of the state is reduced pursuant to law or,aﬂ-y

amountby-whieh such officer or employee voluntarily agrees to

reduce such officer or employee’s salasy for the period com-
mencing on January 1, 1987, and ending on June 30, 1987, Ishall
continue to be included as compensation for all purposes of
computing retirement and pension benefits and death and dis-
ability benefits as provided in article 26 of chapter 20 and article
49 of chapter 74 of the Kansas Statutes Annotated earned by such
salaried officer or employee as provided by the Kansas public
employees retirement system, the Kansas police and firemen’s

retirement system and the retirement system for judges, —

(b) The provisions of subsection (a) shall not be applicable to
salary reductions attributable to: (1) Voluntary demotions of
employees in the classified service; (2) deferred compensation
pursuant to the plan authorized by K.S.A. 75-5523 and amend-
ments thereto; or (3) to salary reductions attributable to the
cafeteria plan authorized by K.S.A. 1986 Supp. 75-6512 and
amendments thereto.

(c) For the purposes of this section, “officer” and ‘“em-
ployee” means any officer or employee of the state, any member
of the legislature or any employee of an institution under the
supervision of the board of regents.

Sec. 2. This act shall take effect and be in force from and
after its publication in the statute book.

4{Qhen

—rate of compensation

’the amount of salary which would have been paid

if the rate of compensation had not been reduced

j : ~tary of
[Subject to the approval of the secre
admgnistration, the director of accounts and

for the
eports shall prescribe procedures

;asment and remittance of employer and gmploygﬁ
contributions by the state agency employing su

| employees. //;T\



Remarks of Rep. Vern Williams Before
House Appropriations Committee
In Support of HB 2411, As Amended

Wednesday, March 18, 1987
---1:30 p.m., Room 514 S.---

HB 2411 was introduced in response to a
Performancé-Aqdit‘Report of the Legislative Post
Audit Committee, conducted last November, with
respect to éntry into retirement annuity plans

.at the éegents' institutions.

Normally, there is a two-year waiting period
before becoming eligibie to enter the Regents'
annuity retirement plan. However, if an employee
has a valid retirement contract with one of four
accepted companies when employment begins or if
the employeé has worked for two years of the last
five years for an employer covered by KPERS, he
or she is immediately eligible_to enter the

Regents' annuity retirement plan.

The auditors discovered that in their

interpretation of statutory requirements
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practices for determining eligibility varied
widely between schools and were inconsistently

applied from time to time at the same school.

Some employees were advised to obtain a
f‘contractAnumber before starting to work (often
the éay before) thus becdming immediately
eligible. Othe£ employees did not have this
same knowlédge; and WQre réquired to wait twé '

- years before becoming eligible;

Thé auditors found tﬁat most Régents'
schools counted an employee's prior'serGice
if it was at least half-time and in a permanent
position. This is consistent with.KPERS |
requirements. The KU Med Centef coﬁnted all
prior service including either student employ-
ment or 1ess-than-half—time.. A Ft; Hays'
official, on the other hand, said his under-
standing was that only prior service at a

Regents' schooi could be counted.

The auditors concluded that failure to



-3 -
meet legislative intent cost the General Fund an

estimated $250,000 annually.

& ZzTs obviﬁus Eonclusion is th;t, because
ths schools have different practices éonéerning'
éhtrance into reﬁirement gnnﬁityjplané; nve;
employees are no£~being tréatedxwith policiés
that are uniform ana;ébnéisﬁénfgf HB 2411
attempts to~clarify iegisiativé:fhtenﬁ ahd"%o

‘treét néw~employees equifably.

~ HB 2k11 (lines 39 through 48) removes any
uncertainty by requiring that:
1. A new employee must have been covered by
a valid retirement annuity contract to
which contribution had been made, either

by the employee or his employer, for at

}_J

east one year prior to employment by
the school. This nuts everyone on the
same footing and nrevents someone
becoming eligible simply by applying fof

an annuity contract immediately before
employment.



T

2. A1l periods of prior employment occurred
when such person was in employment where
he either participated or was eligible
to participate in KPERS including time
spent in fulfilling KPERS' one year
waiting period. This effectively
eliminates student or vart-time

employment.

Also at the request of the Board of Regents,

provision was added (lines 56 through 63) to

allow voluntary employee participation in a tax

sheltered annuity offered through the university.

The Board of'Regents;-have médebédme.-'
suggestions which are incorporéfed-in ﬁhe pill
as amended by the Héuse Pensions Committée.~,I
have discussed with Ted Ayres, General Counsel
some addltlonal revisions Wthh I belleve,'he
will be presentlng to you todayx Except for a
possible negative fiscal note, the size of |

which I do not know, I have no quarrel with the

additional changes.

/

"

Rep. Vern Williams (R)-Wichita



KANSAS LEGISLATIVE RESEARCH DEPARTMENT
 ROOM 545-N —- STATEHOUSE
Y phone 296-3181

March 18, 1987

T0: Reoresentative Vernon Williams - Office No. - 431-N

RE: Fringe Benefits on Reduced Salaries

» ~ You had requested -the potential fiscal impact for he- state to pay
the full cost of maintaining pension, retirement, death, or disability benefit
 levels on state employees who have voluntarily reduced their: salaries by 3.8
- percent. The pension or retirement plans include KPERS for state employees
and TIAA-CREF for Regents' employees. B : R o

The estimated total cost .to the state, assuming a January 18, 1987
effective date, would be $2,126. This assumes the state would pay the em-
- ployee's share on the amount of reduction only for retirement; pension, death,
~ and disability benefits. Based on information supplied by the Department of
Administration the cost to maintain the benefit level for regular state em-
ployees would be approximately $1,200. The cost to maintain the benefit level
for the presidents, chancellor, and two individuals in the Board of Regents'
office would be $926. : T e e

I hope this information is helpful to you; If I may proQidé'addf~
. tional assistance, please let me know. o ‘

* Alan D. Conroy :
Fiscal Anq]yst, Vo

ADC/pb




TESTIMONY
ON HOUSE BILL 2411

Ted D. Ayres
Kansas Board of Regents
March 18, 1987

I am here to testify in support of House Bill 2411. The Board of
Regents supports an amendment of the existing retirement statute for
two reasons: (i) to clarify the eligibility requirements for the
Regents retirement plan, and (ii) to provide the Regents institutions
with more flexibility in recruiting and hiring top quality people.

In reference to the bill before you, I would like to propose two
revisions. In line 0034, I would suggest changing the waiting period
from two years to one year. This would be consistent with the waiting
period imposed for participants in the KPERS plan. This would provide
greater incentive/flexibility with reference to hiring. If is alsn a
fair and reasonable waiting period.

In reference to lines 0034-0041, I would propose the following

revision:

", if at the time of the commencement of employment the
person has a vested interest in a valid retirement program
resulting from full-time employment or is covered by a valid
retirement annuity contract issued by a company described in
subsection (2) to which such person or such person's
employer on such person's behalf has been making contribu-
tions for at least one year . . . ."

These revisions would serve to provide our institutions with the
flexibility to hire an experienced individual who did not hold an
annuity from one of the four existing plans now available to employees
at our institutions. - |

I have discussed these revisions with Representative Williams and
I believe I can tell you that he supports the objectives of these

suggested revisions.
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