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Presenter Notes
Presentation Notes
Welcome to the Ins and Outs of KPERS 3. 
Should be called the “Down and Dirty” of KPERS 3 because with less than 30 minutes, we will have to hit on only what you need to remember about KPERS 3.
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Today’s Topics

The Basics
Service Purchase

Leaving Employment
Retirement

Keeping Up with KPERS 3

Presenter Notes
Presentation Notes
Today we are going to look at the basics of the KPERS 3 program and how it works.  

Why a Service Purchase for KPERS 3 members can be a little tricky and sometimes not always a good idea.

What happens when someone leaves employment and if they return, 

We will talk about retirement under KPERS 3 and why personal savings will be essential.

And lastly, just touch briefly on how to keep up with all the scuttlebutt going on with this program.
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Ins and Outs of KPERS 3

The Basics

Presenter Notes
Presentation Notes
How does KPERS 3 work! It currently gets a bad rap but if used as intended, it can be a great benefit in our retirement years.
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The Basics

KPERS 3
Hired

Jan 1, 2015
and after

• All members new to KPERS hired after 
January 1, 2015.

• Returning members who left before 
vesting.

• Returning members who withdrew 
their previous KPERS membership.

Who Are KPERS 3 Members?

Presenter Notes
Presentation Notes
Who are the KPERS 3 members?

Anyone who is new to the KPERS system and were hired after January 1, 2015.

Any returning members who left KPERS employment before vesting. Be on the lookout for these.

And the ones we  really have to watch out for….those vested members who withdrew their funds thus withdrawing their previous KPERS membership. 

Why do we have to watch out for the returning members now in KPERS 3? They will argue with you about their tier level.

If that every happens, just contact KPERS and we will be happy to give them the reasons.
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The Basics

• Defined Benefit Plan With a Twist.

• Members will receive a lifetime monthly benefit.

• Benefit is calculated more like an annuity.

Dependent on Growth!

KPERS 3 Retirement Plan

Presenter Notes
Presentation Notes
Why is the KPERS 3 plan so different? 

KPERS 3 is a Defined Benefit Plan like the others but……with a twist. 
KPERS 3 members are also told how much they must contribute. Those contributions are credited to the members’ account just like the other tiers. 

KPERS 3 members also receive a monthly benefit  paid out for the rest of their lives.

But here is the twist. It also has elements of a Defined Contribution Plan. 

In a Defined Contribution Plan, benefits are based on amounts credited to an account plus investment earnings. Therefore, in a Define Contribution Plan, a benefit is calculated more like an annuity. Therein, lies the twist. KPERS 3 is dependent on growth. 
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KPERS 3 is a  “Cash Balance” Plan

Plan Type

Contribution Account Retirement Credit Account

Presenter Notes
Presentation Notes
Since the Tier 3 level has aspects of both a Defined Benefit Plan and a Defined Contribution plan, KPERS call it a Cash Balance Plan.

Members have two pots of money that are building and growing and are needed to calculate their retirement benefit.

Members have their contribution account, and they have a Retirement Credit account. These accounts are kept separate and both accounts grow overtime. 
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• Employees contribute 6%.

• Contributions are based on gross wages.

• Contributions are pretax.

• Contributions earn 4% interest.

Interest is credited quarterly for the balance in the account 
on the previous quarter (4% annually).

Contribution Account

Presenter Notes
Presentation Notes
Let’s talk about the Contribution account. 

Just like the other tiers, employees are contributing 6% of their gross wages. This money is credited to the members’ Contribution Account. 
The money earns 4% interest annually. However, the interest is credited quarterly at about 1% and is based on the balance in the account on the previous quarter.

Then if the KS Trust Fund is doing well, there is an opportunity for the account to earn more interest than just 4%. 
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Based on salary and years of service.

Less than 5 3%
5 – 11 4%
12 - 23 5%

24 or more 6%

Years of Service % of Salary

Retirement Credits Account

Presenter Notes
Presentation Notes
Members are earning Retirement Credits. There is nothing you need to do in regards to a member’s Retirement Credit Account. KPERS calculates this.

Members are credited a certain percentage of their gross wages to this account…………

The more years of service, the larger the account grows.
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Interest credited quarterly for the balance in the account 
on the previous quarter (4% annually).

Retirement Credits

• Credits given quarterly.

• Represented as dollars.

• Build in value over time but only available at retirement.

• Earns interest quarterly.

Presenter Notes
Presentation Notes
Credits are given quarterly and represented as dollars, but it is just a figure we use to calculate the benefit. It is not the member’s money nor is the employer matching funds or anything like that. It is a “Credit Value” and is only used at retirement.

Just like the Contribution Account, the Retirement Credit account is also earning interest. It earns 4% annually but is paid quarterly as well. And like the Contribution Account, if the KPERS Trust Fund does well, then this account has an opportunity to earn additional interest as well.
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Member Annual Statement

Presenter Notes
Presentation Notes
When a member looks at their annual statement, they will see these two totals; Contribution Account and Retirement Credit Account. It will show the interest earned.

To KPERS 3 members these two numbers are very important and want to watch these balances grow.
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• Beneficial for early to mid-career members

• Interest compounded quarterly

• Possibility of additional interest earned

Power of Compound Interest

Presenter Notes
Presentation Notes
The KPERS 3 Retirement Plan has that twist so it behaves more like an annuity, therefore, it is dependent on growth. 

Since it is dependent of growth, KPERS 3 has the Power of Compounding Interest!!

Compounding interest makes the dollars in the accounts go farther so it KPERS 3 Super Power!

With compounding interest, the member’s balance isn’t just earning interest, its’ interest is earning interest. And is compounding quarterly.

And remember, KPERS 3 members also have the possibility of earning additional interest depending on KPERS Trust Fund investment returns. 

Earlier I used the term, “if used as intended” KPERS 3 isn’t a bad plan. This plan is really more beneficial for early to mid-career members whose accounts have time to build and grow. It is for those who spend their career in Public Serving and contributing to KPERS.
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Power of Compound Interest

• Member starts 
career at age 60.

• Member retires at 
age 65 with 5 years 
of service.

Presenter Notes
Presentation Notes
We can show an example of how compounding interest works with KPERS 3 by telling a tale of two employees.

Kathy begins her KPERS career at 60. Works for 5 years, waits until she is vested, then decides to retire and begin collecting her benefit at age 65. Started late and didn’t let the account grow.
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Power of Compound Interest

Presenter Notes
Presentation Notes
Her benefit is only $169.76.
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Power of Compound Interest

• Member starts 
career at age 26.

• Member retires at 
age 65 with only 5 
years of service.

Presenter Notes
Presentation Notes
Tristan starts her career at the young age of 26. 

However, just like Kathy she only worked for 5 years. Waited until she was vested and left KPERS employment. 

She kept her money at KPERS until she was 65 and decided to collect her KPERS benefit.
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Power of Compound Interest

Presenter Notes
Presentation Notes
Her account had years and years to grow just using the interest. So instead of $169 a month, she will receive $644 a month. The members had the same years of service and the same pay but through the power of compounding interest, the account continued to grow.

That doesn’t happen for KPERS 1 and KPERS 2 members. 



16

Ins and Outs of KPERS 3 – 2026 KPERS Employer Conference

• Not deposited into the member’s 
account

• Go into the KPERS Trust Fund 
to help pay for

 Death benefits
 Future retirement benefits

Employer Contributions

Presenter Notes
Presentation Notes
The employer is contributing money based on the member’s gross wages as well. It is not a matching fund.
That money goes straight into our Trust Fund. If a member wishes to withdraw their funds, they can only withdraw what they have personally contributed. 


The Trust Fund pays for death benefits and future retirement benefits.
For all of our members, within the first 3-5 years of  their retirement, KPERS will have paid out more to the member in retirement benefits than they have every paid in and earned in interest. KPERS has to pay for these benefits for the rest of the member’s life. Where does that money come from? It comes from the Trust Fund.
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How It Works

Presenter Notes
Presentation Notes
Let’s recap how KPERS 3 works. The arrows are where the differences lie.
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Ins and Outs of KPERS 3

Service Purchase

Presenter Notes
Presentation Notes
A member can purchase years of service if meet the qualifications to purchase the time. Any why not?
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• Vest sooner

• Retire earlier

• Increase retirement credits

Member should call KPERS before making the final purchase.

Reasons to Purchase Service

Presenter Notes
Presentation Notes
It would help them to possibly vest sooner and maybe retire a little sooner. It would help increase their retirement credit value.

But KPERS 3 members should proceed with caution .

It is okay to turn in the application to find out the cost and sometimes it is a little cheaper for a KPERS 3 member. However, it may not be in the member’s financial best interest to make that purchase. So it is best to have them call KPERS before sending us any money.
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• Purchasing service credit increases years of service and 
retirement credit rate only.

• Service purchase payments are not deposited into 
contribution account or included in balance for 
retirement benefit.

• Service purchase payments kept separate from 
account balance but do earn interest.

KPERS 3 Special Notes

Presenter Notes
Presentation Notes
Since the KPERS 3 Cash Value Plan is dependent on growth, purchasing service might only be advantageous for a younger person. 

Purchasing service only increases the years of service and that will only increase the retirement credit rate.

Payments are NOT deposited in the Contribution account unfortunately.

It is kept separate from the Contribution Account in its own little jar of money and does earn interest.
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• Amount in Service Purchase Account will only be 
payable in event of withdrawal or death.

• Will not change Tier level to a previous Tier.

KPERS 3 Special Notes

Presenter Notes
Presentation Notes
That little jar of money is earning interest but will only be payable in the event of a withdrawal or death.  

Again, service purchase is only increasing the Retirement Credit rate.

And it will not change the member’s Tier level.
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Types of
Service

Years of 
Service

Rate 
(see table)

Purchase 
Cost

Monthly 
Benefit

KPERS 3 3.00 (have) 3% - $1,593.

Forfeited 8.25 (buying) - $11,827.31

Total 11.25 4% $1,731($138.)

Would take 7 years in retirement to break even

KPERS 3 Special Notes

Presenter Notes
Presentation Notes
Member is 45 years old.

It will take the member 7 years in retirement to recoup the cost of the purchase. The member will be 72. 

Original example had an older person purchasing service and it taking them 34 years to recoup the cost.
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Ins and Outs of KPERS 3

Leaving Employment

Presenter Notes
Presentation Notes
Members leave employment all the time. Whether they leave on their own accord, they are pushed out the door, or they decide to retire. So, what happens when a KPERS 3 member leaves? How different can it be, right? Well just a little bit.
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• Not eligible for a retirement benefit.

• Accounts will continue to earn interest      
 2 plan years

• Return to KPERS employment
 Service credit restored if return within five years 

and left money at KPERS.

Non-Vested

Presenter Notes
Presentation Notes
Of course, if they aren’t vested, they are not eligible for a retirement benefit.

There is no hurry to withdraw the money- just like all the other tier levels. However, their accounts will only interest for two plan years. After two years, the account cease to earn interest and stop working for them.

However, if they leave their money at KPERS and return to KPERS employment within 5 years, service credit will be restored, and the member can begin building those two jars of money again. 
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• Vested with five (4.5) years of service credit.

• Guaranteed lifetime monthly retirement benefit.

• Account continues to earn interest.

• Retirement credits continue to earn interest. 

• Can apply for retirement benefits when eligible.

Vested
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Ins and Outs of KPERS 3

Retirement

Presenter Notes
Presentation Notes
When it comes to retirement, KPERS 3 members don’t have to worry about rounding quarters or the best time to leave employment. 

Because those features don’t come into play when it comes to the retirement benefit.
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Retirement Eligibility

Full Retirement Benefit

• 65 with 5 years of service
• 60 with 30 years of service

Presenter Notes
Presentation Notes
KPERS 3 members can retire at age 65 as long as they are vested.
OR once KPERS 3 has been around for 30 years, then a member can retire as early as age 60 with full benefits.
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Retirement Eligibility

Early Retirement Benefit

• 55 with 10 years of service

Partial Lump Sum Option is unavailable.

Presenter Notes
Presentation Notes
They can also retire early at age 55 as long as they have 10 years of service. We call that Early Retirement.

For KPERS 3, age is a factor in calculating the benefit so the benefit will be greatly reduced.


If they choose Early Retirement, they will not receive the Lump Sum Option.
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KPERS 3 Benefit Calculation

EXAMPLE

Employee Account Balance: $200,000

Retirement Credit Balance: $140,000

Actuarial Factor: 12.262500%

Annual Benefit: $340,000/ 12.262500= $27,727 

Monthly Benefit: $27,727/ 12= $2,310.58

Age and Balance 
are factors in the 
determining the 
Actuarial Factor.

Presenter Notes
Presentation Notes
Explain how the benefit is calculated
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Requires a KPERS 3 Retirement Application K3-15

Retirement Application

Presenter Notes
Presentation Notes
What is really important to note is KPERS 3 retirees must use a different retirement application. We don’t have any booklets printed. They must all be printed off the website.
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• Base monthly option (10-year life-certain)

• Life-certain options based on a single-life annuity with

5-year 10-year 15-year

• Joint-survivor options 

50% 75% 100%

• Partial lump-sum option for any dollar amount or percentage 
(up to 30%) with normal retirement

• Cost-of-living adjustment choice of 1% or 2% increase each year

KPERS 3 Benefit Options

Presenter Notes
Presentation Notes
Why is there is a different application? That is because KPERS 3 members have different benefit options.
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KPERS 3 Benefit Options
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KPERS 3 Benefit Options

Presenter Notes
Presentation Notes
KPERS 3 member also get a Cost of Living Adjustment Option. However, it is self-funded.



34

Ins and Outs of KPERS 3 – 2026 KPERS Employer Conference

KPERS 3 Benefit Options
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Current Retirement Benefit Dilemma

• Member retires with 5 years of service.
• Earning about $55,000 a year.
• Has $15,835.79 in Contribution Account.

Presenter Notes
Presentation Notes
Current Retirement dilemma and why KPERS 3 is currently receiving a bad rap, members are retiring with only 5 or so years. The KPERS account hasn’t had time to grow and mature. So, the benefits are low. 

If take the 10 year life certain- will earn the amount in the Contribution account in about 7 years.  Member will be 72.
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Retirement Benefit Dilemma

If member takes the 10-year Life Certain Option only, no 
PLSO, it will take 7 years  in benefit payments to equal 
amount in Contribution Account. Member will be 72.

Presenter Notes
Presentation Notes
If take the 10 year life certain- will earn the amount in the Contribution account in about 7 years.  Member will be 72.

But could possibly take the Partial Lump Sum, put that away and then still receive a small monthly benefit.
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KPERS Won’t Be Enough

• KPERS and Social Security 
alone won’t be enough

• Personal savings is vital 
income source for sound 
retirement

YOUR
RETIREMENT
INCOME

KPERS

Presenter Notes
Presentation Notes
KPERS won’t be enough to live on comfortably in retirement. It was never designed to do that.

It was designed to work with SS and Personal Savings. For KPERS 3 members, personal savings will be very important. 

So lead them to deferred compensation programs and to invest in that too.
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Ins and Outs of KPERS 3

Keeping Up With KPERS 3

Presenter Notes
Presentation Notes
It seems that ever since KPERS 3 has been created, rumors of it going away or changing everybody back to KPERS 2. All kinds of rumors. It is hard to keep up.

But if you listened to Jarod Waltner this morning, you know he puts together a great Legislative Tracker so you can keep tabs on it.
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Social
 Security

KPERS

Keeping Up with KPERS 3KPERS Legislation Tracker

Presenter Notes
Presentation Notes
Go the website. Under About Us, you will find the Legislation Tracker.
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Social
 Security

KPERS

KPERS Summary

• Where It ‘s At
• Quick Look
• Hearings
• Fine Print

Keeping Up with KPERS 3KPERS Legislation Tracker



41

Ins and Outs of KPERS 3 – 2026 KPERS Employer Conference

Social
 Security

KPERS

• Dependent on Growth.
• Proceed with Caution with a Service Purchase.
• Benefit Calculated Differently. 
• Different Retirement Application.

Keeping Up with KPERS 3KPERS 3 Highlights
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Thank You

Questions?
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