CERS Annual Board Meeting - Agenda

County Employees Retirement System
Board of Trustees — Annual Meeting
April 8, 2024, at 2:00 pm ET (1:00 pm CT)
Live Video Conference/Facebook Live

AGENDA
1. Callto Order Betty Pendergrass
2. Opening Statement Eric Branco
3. Roll Call Sherry Rankin
4. Public Comment Sherry Rankin
5.  Approval of Minutes* -- March 11, 2024 Betty Pendergrass
6. Administrative
a. BylLaws* Betty Pendergrass
b. CERS Board Election Policy* Kristen Coffey
c. Admin Regulation 105 KAR 1:120* Jillian Hall
d. Metro Government request* Eric Branco
7. Officer Elections* Betty Pendergrass
8. PPW Board of Directors Election* Steve Willer
9. Johnson Branco & Brennan Contract* Betty Pendergrass
10. ACFR Recommendation* Michael Lamb
11. Investments* Dr. Merl Hackbart
a. Asset allocation Dr. Merl Hackbart
b. History of CERS Specialty Credit holdings Steve Willer
c. Current CERS Specialty Credit holdings Steve Willer
d. Overview of Specialty Credit asset class Steve Willer
12.  CERS Strategic Plan Betty Pendergrass
13.  Staff Reports
a. CERS CEO report Ed Owens
b. KPPA report David Eager
14. Closed Session* Eric Branco
Michael Board
15. Adjourn Betty Pendergrass

*Board May Take Action
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MINUTES OF MEETING
COUNTY EMPLOYEES RETIREMENT SYSTEM
BOARD OF TRUSTEES MEETING

MARCH 11, 2024, AT 2:00 P.M. ET
VIA LIVE VIDEO TELECONFERENCE

At the Meeting of the County Employees Retirement System Board of Trustees held on March 11,
2024, the following members were present: Betty Pendergrass (Chair), Dr. Patricia Carver, George
Cheatham, Michael Foster, JT Fulkerson, Dr. Merl Hackbart, Dr. Martin Milkman, William
O’Mara, and Jerry Powell. Staff members present were CERS CEO Ed Owens, Ill, David Eager,
Erin Surratt, Connie Pettyjohn, Michael Lamb, Connie Davis, Michael Board, Leigh Ann Davis,
Victoria Hale, Carrie Bass, Jessica Beaubien, Steve Willer, Anthony Chiu, Joe Gilbert, Brian
Caldwell, D’Juan Surratt, Kristen Coffey, Ashley Gabbard, Katie Park, Shaun Case, and Sherry
Rankin. Others present included David Lindberg and Chris Tessman with Wilshire, Adam Gordon
with the Auditor of Public Accounts, Tracey Garrison, Larry Loew, and Carla Whaley with

Humana, and Eric Branco with Johnson Bowman Branco, LLP.

Ms. Pendergrass called the meeting to order.

Mr. Branco read the Opening Statement.

Ms. Rankin called Roll.

Ms. Rankin advised that one Public Comment (Video 00:08:03 to 00:12:50) was received and read

the comment aloud.

Submitted by Mark Doran

The unfunded liabilities basically arose for many reasons. Whether is was not paying actuarial

rates, planning for COLA’s or investment oversight, the system was not properly managed. The
employees / retirees fulfilled their funding responsibilities. Attempts have now been made to
address the unfunded liability, which is necessary. The problem is, inflation is being ignored by
both the State Legislature and our KPPA representatives, especially the CERS board. It’s not
realistic to expect retirees to maintain a stagnated 2011 level pension benefit. The CERS Board

has been decreasing participating entity contributions recently instead of taking any approach to
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plan for a COLA. From a CERS contributing participant standpoint, I understand pensions are
already expensive to fund. I also understand that people are the most important asset and deserve
to be treated better than we have been. My former employer hasn’t frozen the taxes | pay at 2011
levels. They can fund a retiree COLA instead of a pet project or two. Don’t just read this and move
on...we need you to speak to this topic and help now. I’ve been told KPPA and CERS don’t feel as
though it’s their duty to actively promote any increase. It most definitely is...you are there to
responsibly and fully represent your members. We have sacrificed and it’s time we receive some

inflation relief. Please don’t move to the next order of business until you speak about this.

Ms. Pendergrass took a moment to respond to the comment submitted by Mr. Doran.

Ms. Pendergrass introduced agenda item Approval of Minutes — December 4, 2023, January 17,
2024, and February 6, 2024 (Video 00:12:51 to 00:13:59). Mr. Fulkerson made a motion to
approve all minutes as presented and was seconded by Mr. O’Mara. The motion passed

unanimously.

Ms. Pendergrass introduced agenda item Personnel Committee Report (Video 00:13:60 to
00:16:59). Mr. Fulkerson stated that the CERS Personnel Committee held a special called meeting
on January 9, 2024. At the meeting, the Committee discussed the 2024 CEO Performance Plan,
the Personnel Committee Strategic Plan Objectives, CERS Board of Trustees Election Policy, and
Trustee Education. The 2024 CEO Performance Plan and the Personnel Committee Strategic Plan
Objectives were both approved by the Committee and require ratification by the CERS Board of
Trustees, said Mr. Fulkerson.

Mr. Fulkerson made a motion to approve the 2024 CEO Performance Plan and the Personnel
Committee Strategic Plan Objectives. The motion was seconded by Dr. Milkman and passed

unanimously.

Ms. Pendergrass introduced agenda item Finance Committee Report (Video 00:16:60 to
00:42:42). Mr. Adam Gordon with the Auditor of Public Accounts (APA) provided a summary of
the Proportionate Share Audit for FY 2023. End of field work for the audit will be at the next
meeting of the Authority on March 21, 2024. Mr. Gordon advised that the full report will be
released once approved by the Authority. He stated that there were no findings or issues; therefore,

the APA anticipates issuing a modified/clean opinion.
2
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Next, Mr. Lamb reviewed the Quarterly Financial Reports with the CERS Board of Trustees. He
reviewed the Combining Statement of Fiduciary Net Position of the Pension Funds as of December
31, 2023. Mr. Lamb briefly reviewed the Combining Statement of Changes in Fiduciary Net
Position of the Pension Funds for the six-month period ending December 31, 2023. The CERS

Pension Funds Contribution Report was also presented.

Mr. Lamb went on to present the Combining Statement of Fiduciary Net Position of Insurance
Funds as of December 31, 2023, and the Combining Statement of Changes in Fiduciary Net Position
of Insurance Funds for the six-month period ending December 31, 2023, with the CERS Board of
Trustees. Next, he reviewed the CERS Insurance Funds Contribution Report for the six-month
period ending December 31, 2023. The CERS Outstanding Invoices by Type and Employer and

Penalty Invoices Reports were also presented to the Trustees.

The FY 2023-2024 KPPA Administrative Budget — Budget-to-Actual Summary Analysis for the
six-month period ending December 31, 2023, was highlighted by Mr. Lamb. Lastly, the Mr. Lamb
briefly reviewed the separation/plan-specific expenses and the JP Morgan Chase Credit Earnings

and Fees and Hard Interest Earned for the fiscal year ending June 30, 2024.

Mr. D’Juan Surratt presented Hazardous Duty Requests. The CERS Finance Committee
considered Hazardous Duty designation requests for nine (9) police, fire, and EMT positions in
member organizations, said Mr. Surratt. The Committee voted unanimously to approve each
request. Mr. O’Mara made a motion to approve the Hazardous Duty Requests as presented. The

motion was seconded by Dr. Carver and passed unanimously.

Mr. Willer briefly presented the Investment Trust Budget to the CERS Board of Trustees.

Next, Mr. Owens provided a Strategic Planning Update.

Ms. Pendergrass introduced agenda item Joint Retiree Health Plan Committee Report (Video
00:42:43 to 00:50:54). Mr. Powell stated that the Joint Retiree Health Plan Committee met on
February 15, 2024. Informational items were reviewed, said Mr. Powell. The Committee reviewed
an informational presentation from Humana regarding the 2023 Member Satisfaction Results, the
Inflation Reduction Act, CMS Call Notices, and 2024 Stars Outreach. Ms. Pettyjohn provided a

summary of the information presented. Open Enroliment (October 1, 2023 to December 31, 2023)
3
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statistics were also presented.

Ms. Pendergrass introduced agenda item Investment Committee Report (Video 00:50:55 to
03:11:53). Dr. Hackbart stated that the CERS Investment Committee held a special called meeting
on January 24, 2024, and a regular meeting on February 28, 2024. The Committee approved Saba
Capital Management as a Real Return Investment Manager for a $175 million investment, subject
to successful contract negotiations. The Investment Committee also reviewed an Asset Allocation
Analysis and approved the Lower Risk A Asset Allocation option as presented by Wilshire and
the KPPA Office of Investments, reported Dr. Hackbart.

Mr. Willer reviewed pension portfolio performance data for the quarter ending December 31,
2023, and fiscal year to date investment highlights. The Investment Administrative Budget for the

six-month period ending December 31, 2023, was also presented.

Next, the KPPA Office of Investments presented a Real Return/Saba Capital Executive Summary.
Mr. Willer stated that the CERS Investment Committee approved CERS to invest up to $175
million in Saba Capital closed-end fund strategy as part of the real return allocation pending
successful contract negotiations on January 24, 2024. He advised that the investment would be
proportionately shared among the CERS pension and insurance portfolios.

Mr. Chiu and Mr. Willer thoroughly reviewed the real return investment process with the CERS
Board of Trustees. When fully funded, this investment would represent an additional ~1.0-1.1%
of plan assets (depending on fluctuations in market value). It is anticipated this investment would
be funded by existing cash or the unwinding of proxy positions based on the specific needs of each
plan, said Mr. Chiu and Mr. Willer.

Dr. Hackbart made a motion on behalf of the CERS Investment Committee to approve CERS’
investment into Saba Capital as presented. Mr. Fulkerson seconded the motion. A roll call vote

was taken; one (1) aye and eight (8) nays. The motion failed.

Next, Ms. Pendergrass briefly presented investment historical data.

Dr. Hackbart reported that the last study of the asset allocation took place in 2020, said Dr.

Hackbart. Therefore, the KPPA Office of Investments and Wilshire have been working to
4
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reanalyze the asset allocation. An Asset Allocation Analysis was presented by Mr. Lindberg and
Mr. Tessman with Wilshire.

Mr. O’Mara made a motion to direct staff to not make any tactical movements to move the current
target until after the April meeting of the CERS Board of Trustees. The motion was seconded by
Dr. Hackbart. Mr. Fulkerson opposed, however, the motion passed.

***Mr. Foster exited***

Ms. Pendergrass introduced agenda item Administrative. Due to time constraints, Ms. Pendergrass
advised that the CERS Bylaws, CERS Board Election Policy, Administrative Regulation 105 KAR
1:120, and Metro Government Request would be postponed to the April 2024 CERS Annual Board

of Trustees meeting.

Ms. Pendergrass withdrew her request to reschedule the April 2024 Annual Board Meeting.

Ms. Pendergrass introduced agenda item Closed Session. Dr. Milkman made a motion to enter
closed session to discuss pending litigation pursuant to KRS 61.810(c). The motion was seconded
by Mr. Powell and passed unanimously.

Ms. Pendergrass read the following closed session statement: A motion having been made in open
session to move into a closed session for a specific purpose, and such motion having carried by
majority vote in open, public session, the Board shall now enter closed session to consider litigation,
pursuant to KRS 61.810(1)(c), because of the necessity of protecting the confidentiality of the

Systems’ litigation strategy and preserving any available attorney-client privilege.

***Mr. Fulkerson exited the meeting prior to the start of Closed Session***

Closed Session (Video - Part 2 - 00:00:19 to 00:00:48).

Coming back into open session, Ms. Pendergrass stated that no action would be taken as a result

of the closed session discussions.

Ms. Pendergrass opened the floor for adjournment. Dr. Milkman made a motion and was seconded
5
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by Mr. Powell to adjourn the meeting. The motion passed unanimously.
Copies of all documents presented are incorporated as part of the Minutes of the Board of Trustees

held March 11, 2024, except documents provided during a closed session conducted pursuant to

the open meetings act and exempt under the open records act.

The remainder of this page left blank intentionally.
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CERTIFICATION

I do certify that | was present at this meeting, and | have recorded the above actions of the Trustees
on the various items considered by it at this meeting. Further, I certify that all requirements of KRS

61.805-61.850 were met in conjunction with this meeting.

Recording Secretary

I, the Chair of the Board of Trustees of the County Employees Retirement System, do certify that
the Minutes of Meeting held on March 11, 2024, were approved on April 8, 2024,

Chair of the Board of Trustees

I have reviewed the Minutes of the March 11, 2024, Board of Trustees Meeting for content, form,

and legality.

Executive Director
Office of Legal Services
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COUNTY EMPLOYEES’ RETIREMENT SYSTEM
BOARD OF TRUSTEES
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION

[Revised: SeptemberNovembert4;-20228, 2023]

Section 1.1 GENERAL ADMINISTRATION.

This Statement of Bylaws and Committee Organization of the Board of Trustees of the County Employees
Retirement System (CERS) is adopted pursuant to the authority of KRS 78.782(2). State and Federal law shall
control any inconsistency that exists or may exist between the law and this Statement of Bylaws and Committee
Organization.

a. Definitions.

1. AAC: “AAC” refers to the Joint CERS and Kentucky Retirement Systems Administrative
Appeals Committee.
2. Board: "The CERS Board" refers to the CERS Board of Trustees of the County Employees
Retirement System.
3. Board Year: The CERS Board Year shall be from April 1 of each calendar year through March
31 of the following year.
Bylaws: "Bylaws" refers to the Statement of Bylaws and Committee Organization.
CEQ: “CEO” refers to CERS Chief Executive Officer, as outlined in KRS 78.782(9) & (10).
CIO: “CIO” refers to KPPA Executive Director Office of Investments.
DAC: “DAC” refers to the Joint CERS and Kentucky Retirement Systems Disability Appeals
Committee.
. KPPA: “KPPA” refers to the Kentucky Public Pensions Authority.

9. KRS: "KRS" refers to the Kentucky Revised Statutes.

10. Committee member: "Committee member" or "member" used in relation to a Committee refers
to a member of the CERS Board of Trustees of the County Employee Retirement System serving
on its Standing or ad hoc Committees.

11. Member: "Member" or "members" used in relation to individuals participating in a system (or
System) administered by the Kentucky Public Pensions Authority refers to individuals who are
active members (i.e., currently participating as an employee), inactive members (i.e., formerly
participated as an employee, but is not currently participating as an employee, has not retired,
and has not taken a refund), or retired.

12. Retirement Office: “Retirement Office” refers to the offices of the KPPA located at 1260
Louisville Road, Frankfort, Kentucky 40601.

13. Take action on: "Take action on" used in relation to the Board refers a motion being made,
seconded, and voted upon by the Board in compliance with Robert's Rules of Order. [RONR
(11th ed., as amended)].

14. Trustee: "Trustee" refers to a member of the Board of Trustees of the County Employees
Retirement System.

b. Quorum; Parliamentary Authority.

1. CERS Board of Trustees: As required by KRS 78.782(8)(c), a majority of the trustees shall
constitute a quorum and all actions taken by the CERS Board shall be by affirmative vote of a
majority of the trustees present.

2. Committees of the CERS Board of Trustees: A majority of the trustees on any Committee of
the Board appointed pursuant to Sections 2.1-2.5 of these Bylaws shall constitute a quorum of

Now ok
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COUNTY EMPLOYEES RETIREMENT SYSTEMBOARD OF TRUSTEES
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION

[As Adopted: September +4;202213, 2023]

the Committee and all actions taken by the Committee shall be by affirmative vote of a majority
of the Committee trustees present.

3. The most recent edition of Robert's Rules of Order shall be the parliamentary authority. [RONR
(11th ed., as amended)], except that if any Committee of the Board is comprised of five (5) or
more trustees, the Committee shall not constitute a quorum of the Board and the Board shall be
required to action on all preliminary decision made by the Committee, unless otherwise specified
by these Bylaws.

Meetings. Meetings of the CERS Board and its Committees shall be conducted consistent with the

Open Meetings Act, KRS 61.805 to 61.850. The Open Meetings Act shall control if any inconsistency

exists between the Open Meetings Act and these Bylaws.

Annual Meeting. The annual meeting of the CERS Board shall be held on the third Wednesday of April

of each Board Year.

Regular Meetings. Regular meetings of the Board shall be held on the third Wednesday of March

ef.

April, June, and September, the first Wednesday of November, and the 15 Monday of December at
times selected by the Board Chair.

NMeetin end no e han Decembe o he nrevious ves
v o-ca aa o1d a1 S S prevtous—yea

Trustee Training. In addition to the regular Board of Trustees meetings, the Board Chair may schedule

fg.

Trustee Training sessions for the third Wednesday of January, July, and October.
Special Meetings.

h.

1. Special meetings of the Board shall be held upon the call of the Chair of the CERS Board or the
CERS CEO.

2. Special meetings of a Standing or ad hoc Committee of the CERS Board of Trustees shall be held
upon the call of the CERS Committee Chair or the CERS CEO.

3. A trustee may request that the CERS CEO, Chair of the CERS Board (in the case of a special
meeting of the CERS Board), or CERS Committee Chair (in the case of a special meeting of a
Committee) call a special meeting by email or other written means. Upon receipt of email or other
written requests to call a special meeting from a majority of the trustees, the CERS CEO, CERS
Board Chair, or CERS Committee Chair shall call the requested special meeting.

Notice of Meetings.

1. Regular Meetings. Notice of a regular meeting of the CERS Board shall be posted at least seven
(7) days (inclusive of weekends and holidays) before the meeting is scheduled. The notice of a
regular meeting shall include the date, time, and location of the meeting, and the agenda for the
meeting. The agenda shall be determined under the direction of and approval by the Chair of the
CERS Board. Changes or revisions to the agenda may be proposed by the CERS CEO or a trustee;
provided such proposal shall be delivered to the CERS Chair for approval not less than ninety-six
(96) hours before the meeting is scheduled; and further provided that nothing in this sentence shall
deprive a trustee from introducing new items of business during a regular meeting. Approved
changes or revisions to the agenda shall be posted not less than seventy-two (72) hours before the
meeting is scheduled.

2. Special Meetings. When circumstances warrant a special meeting of the CERS Board or of a
Committee, notice shall be posted as soon as reasonably possible, but not less than twenty-four
(24) hours before the meeting is scheduled. The notice of a special meeting shall include the date,
time, and location of the special meeting and the agenda for the meeting. Discussions and action
at the meeting shall be limited to items listed on the agenda in the notice.

Change in Meeting Dates. Any regular or special meeting of the CERS Board may be changed by

following the procedure prescribed in these Bylaws for calling special meetings.

Page 2 of 13
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COUNTY EMPLOYEES RETIREMENT SYSTEMBOARD OF TRUSTEES
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION
[As Adopted: September 14, 2022]

i.  Records of Proceedings. All official acts of the CERS Board shall be recorded in the minutes of the
regular or special meeting at which the action was approved or adopted. The CERS CEO shall cause
the minutes to be transcribed and presented for approval or amendment at the next regular or special
meeting. An electronic copy (certified by the Chair of the CERS Board and CERS CEO) shall be on
file in the Retirement Office for public inspection and posted to the KPPA website hosted for CERS.
Electronic copies are maintained on the KPPA Website for Board and Committee actions. Copies that
have been archived from the website are available on request.

j- Chair and Vice-Chair of the CERS Board. The CERS Board shall elect a Chair and a Vice-Chair at
each annual meeting to hold office for the ensuing CERS Board Year or until their successors are

elected. The CERS Chair shall not serve more than four (4) consecutive years as Chair or Vice-Chair
of'the CERS Board. The CERS Vice-Chair shall not serve more than four (4) consecutive years as Chair
or Vice-Chair of the CERS Board. A trustee who has served four (4) consecutive years as Chair or
Vice-Chair of the CERS Board may be elected Chair or Vice-Chair of the CERS Board after an absence
of two (2) years from both positions.

k. CERS Committees. The CERS Board may create CERS Committees with such powers and duties as
established by the CERS Board. The Chair of the CERS Board, unless otherwise stipulated or
determined by the CERS Board, shall appoint the members of each CERS Standing or CERS Ad Hoc
Committee, and such appointments shall be recorded in the minutes of the current or next-following
regular or special CERS Board meeting. CERS Committee members shall serve concurrently with the
appointing Chair.

1. Conflicts of Interest.

1. CERS Trustees shall file a statement of financial disclosure with the Executive Branch Ethics
Commission within thirty (30) days of taking office.

2. CERS Trustees shall also file a statement of financial disclosure by April 15 of each calendar year,
and within thirty (30) days following departure from office as a CERS Trustee, or as otherwise
provided by law.

3. CERS Trustees shall also file a written conflict of interest statement as required pursuant to the
County Employees Retirement System' Conflict of Interest.

m. Confidentiality. CERS Trustees shall file a written confidentiality statement as required by the CERS

Confidentiality Policy.

n. Travel Policy Guidelines.

1. All travel for official business of the County Employees Retirement System must be done in
accordance with the requirements of and be consistent with KRS Chapter 45A and the County
Employees Retirement System Board of Trustees Per Diem and Reimbursement Policy.

2. No more than four (4) CERS Trustees may be passengers in the same common carrier. A Maximum
of one (1) executive staff of the County Employees Retirement System may be passengers in the
same common carrier.

3. Toavoid an accidental violation of Kentucky Open Meetings Laws, other than for CERS scheduled
meetings, no more than four (4) CERS Trustees may attend the same off-site conference, training,
etc., at the same time. The CERS CEO shall review Trustee travel requests to coordinate attendance
and avoid noncompliance with Kentucky Open Meetings Laws.

n. Election Policy Guidelines. All elections for elected trustees of the CERS Board must be conducted in
accordance with the provisions of KRS 78.782(4), 105 KAR 1:445 and the County Employees
Retirement System Board of Trustees Election Policy and Procedures adopted by the CERS Board.

o. Violations of Board Policies and Guidelines. If a complaint is made that a CERS Trustee violated
these Bylaws or any policy approved by the CERS Board, the CERS Board shall follow the procedure

Page 3 of 13
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COUNTY EMPLOYEES RETIREMENT SYSTEMBOARD OF TRUSTEES
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION
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found in the CERS Conflict of Interest or the CERS Confidentiality Policy in investigating the
complaint.

Section 1.2 CERS BOARD RESPONSIBILITIES.

o op

—.

The CERS Board shall make and maintain Bylaws.

The CERS Board shall appoint a CEO and fix the CERS CEO's compensation.

The CERS Board shall appoint a General Counsel and fix the CERS General Counsel’s compensation.

The CERS Board shall adopt a Personnel Management policy to outline the job descriptions,

qualifications, education, and skills for both the CEO and the General Counsel. This policy should also

describe recruitment strategies, performance evaluations, and succession planning for these two

positions.

The CERS Board may act on contracts for rental of office space, and professional services, including,

but not limited to, the auditor, legal counsel, in accordance with the requirements of the Commonwealth

of Kentucky Model Procurement Act (KRS Chapter 45A).

The CERS Board shall consider and take action on changes to administrative regulations proposed by

the staff of the CERS and KPPA.

The CERS Board shall take action on the audited financial statements.

The CERS Board shall consider and take action on the recommendations of all of its Committees,

except that:

1. AAC and DAC shall have the authority to act upon the recommendations and reports of the hearing
officer on behalf of the CERS Board in accordance with KRS Chapter 13B, and

2. Pursuant to KRS 78.790(1)(b)(2), The CERS Board's Investment Committee shall have the
authority to act on behalf of the CERS Board on all investment-related matters, though the CERS
Board shall be kept informed of all such matters and shall be responsible for providing oversight
on all investment-related matters in compliance with the fiduciary responsibilities of the CERS
Board, state and federal law, and the CERS Board's Bylaws and Policies. All investment policies
shall be adopted by the CERS Board and the CERS Investment Committee shall implement those
policies.

The CERS Board shall work with an actuary, who shall be a Fellow of the Conference of Consulting

Actuaries or a member of the American Academy of Actuaries. KPPA will select and contract with the

actuary pursuant to KRS 78.782(2) which allows the Board to carry out its obligations in accordance

with KRS 78.784. The Board shall consider and take action on the recommendations of its actuary,

including, but not limited to, determining the recommended contribution rates for employers in

accordance with KRS 78.510 to 78.852.

The CERS Board shall adopt contribution rates toward medical insurance premiums.

The CERS Board shall provide oversight concerning programs and services for County Employees

Retirement System members, beneficiaries, recipients, and participating employers.

Legislative Issues. The Board will review and recommend statutory changes to the General Assembly

related to the administration of benefits and compliance with federal law and determine which changes

are in the best interests of the CERS plans. The Board will also review legislation proposed by the

General Assembly that is likely to have significant impact on the funded status, existing member

benefits, or system administration for any of the CERS plans.

The CERS Board shall select candidates for each trustee ballot as provided in KRS 78.782(4), and 105

KAR 1:445.

Page 4 of 13
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n. The CERS Board. shall establish a formal trustee education program for all trustees of the CERS Board,
pursuant to the requirements of KRS 78.782(17) and 105 KAR 1:440, and ensure that CEO organizes
process for this trustee education to occur.

0. The CERS Board shall collaborate with KPPA on Business Continuity and Disaster Recovery to ensure
that CERS records and operations are adequately protected and that critical business operations will
continue efficiently. The CERS Board may rely on policies and procedures developed by KPPA to
address Business Continuity and Disaster Recovery issues. The CERS Board Chair shall act as
temporary CERS CEO in the event the CERS CEO is not available to perform duties outlined in these
Bylaws.

p- The CERS Board, and individual trustees, should ordinarily refer all news media inquiries to the CERS
CEO and/or the CERS Board Chair, and should not speak on behalf of the CERS Board or County
Employees Retirement System with the news media. However, nothing in- this subsection is intended
to prevent individual trustees from speaking to the media concerning their actions, opinions, and
decisions as individual Trustees, The Board designates the Executive Director of the KPPA, or his
designee as the custodian of records for the CERS.

Section 1.3 CHIEF EXECUTIVE OFFICER RESPONSIBILITIES.

a. The CERS CEO shall ensure that all Board and/or Committee meeting materials are distributed to
Trustees at least one week in advance of the meeting to allow Trustees ample time to review documents.
The CERS CEO will collaborate with the KPPA Executive Director to identify materials that will be
relevant to Board or Committee discussions and assist with compilation of those materials for
distribution.

b. The CERS CEO shall develop a biennial budget and necessary budget amendments for approval by
CERS Board. The CERS CEO will coordinate approved budget requests with the KPPA Executive
Director to ensure that CERS budget requests are integrated with the KPPA budget request for
submission to the Governor’s office. The CERS CEO (or designee) shall present a budget-to-actual
expenditure analysis to the CERS Board at each regular quarterly meeting of the CERS Board.

c. The CERS CEO shall be responsible for working with the KPPA Executive Director to ensuring
compliance with meeting notice and open records legal and regulatory requirements. The CERS CEO
shall also be responsible (in collaboration with KPPA staff) for compiling all relevant materials for
consideration by the CERS Board or its Committees and strive to distribute materials to Trustees at
least one week prior to the Board or Committee meeting. All materials must be distributed to Trustees
in a timely fashion to ensure adequate time for Trustees to review and analyze information prior to the
Board or Committee meeting.

d. The CERS CEO shall coordinate with KPPA staff to ensure that information and record management
is comprehensive and efficient, and shall ensure that a disaster recovery plan, continuity of operations
plan, and policies to ensure cyber security are developed and maintained.

e. The CERS CEO shall be responsible for implementing a formal trustee education program for all
trustees of the CERS Board, pursuant to the requirements of KRS 78.782(17).

f. The CERS CEO shall develop recommendations for improvements and revisions of CERS Board
policies and submit such revisions for CERS Board approval. CERS CEO shall ensure that approved
policies are implemented in conformance with statutes, regulations, and CERS Board policies.

g. The CERS CEO shall collaborate with CERS General Counsel and KPPA Legal staff to monitor
litigation affecting CERS plans. CERS CEO and CERS General Counsel shall report significant
developments to the CERS Board.
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h. The CERS CEO shall be responsible for oversight of CERS investment management to ensure that
CERS investments are made in a manner consistent with policies promulgated by the CERS Investment
Committee and approved by the CERS Board. In carrying out such responsibilities, the CERS CEO
will monitor CERS investment policy compliance, investment performance, and ensure timely
reporting to the CERS Board of oversight and monitoring concerns and actions.

i.  The CERS CEO will ensure that the KPPA Legislation Status Chart is provided to CERS Trustees and
will schedule meetings based on an assessment of the impact of proposed legislation. The CERS CEO
and CERS General Counsel may also prepare draft changes to Kentucky Revised Statutes based on
CERS Board or an ad-hoc CERS Legislative Committee recommendations, as well as housekeeping
revisions to address technical issues and present them to Committee members prior to the date of a
meeting. CERS CEO and General Counsel will research the impact of proposed changes and report the
results to the Committee. CERS CEO and General Counsel will also make preliminary contacts with
legislators, employers and interest groups to assist in formulating legislation to accommodate all
interested parties. CERS CEO, General Counsel, and CERS Board Chair will work with the General
Assembly, Legislative Research Commission, the Governor's Office, KPPA, and interest groups to
advocate for passage of the Board's legislative proposals, or advocate for other interests supported by
the Board.

j- The CERS CEO shall act as legislative liaison, and represent the CERS Board at legislative hearings
and other legislative meetings. CERS CEO and General Counsel will review proposed legislation that
is likely to impact CERS plan or administrative management and advise the CERS Board about pending
legislation.

k. The CERS CEO shall provide technical assistance to the members of the General Assembly, Governor's
office, and state and local government officials, as well as members, recipients, and beneficiaries of the
County Employees Retirement System.

I.  The CERS CEO shall recommend legislative or regulatory changes and propose draft language. These
recommendations shall be presented to the CERS Board for review and approval.

o. The CERS CEO shall implement any statutory or regulatory changes and take appropriate action to
conform to federal law. CERS CEO shall also collaborate with KPPA Executive Director to monitor
implementation of any changes designated as KPPA’s responsibilities.

m. The CERS CEO shall sign all documents necessary to promulgate or amend an administrative
regulation on behalf of the CERS Board as the head of the County Employees Retirement System in
accordance with KRS 13A.220.

n. The CERS CEO shall communicate with the mass media and other agencies, entities or institutions,
and CERS stakeholders, including responding to correspondence or inquiries addressed to the CERS
Board.

0. The CERS CEO shall develop written procedures for completing the responsibilities outlined in these
Bylaws. The CERS CEO shall collaborate with the KPPA administrative staff to coordinate key
operational provisions specific to CERS, including but not limited to access codes for CERS Board
files, equipment, and software maintained by the CERS CEO, key Trustee and vendor contact
information, or other organizational information in the event that the CERS CEO is not available to
perform the duties outlined in these Bylaws.

p- The CERS CEO shall collaborate with the KPPA Executive Director on issues related to benefits
administration and to coordinate reciprocal benefits with the other state administered retirement
systems in Kentucky.

q. Inthe case of emergency conditions that threaten the functioning of the County Employees Retirement
System, the preservation or protection County Employees Retirement System' property or assets, vital
data, or the health and safety of any person, and where a quorum of the CERS Board is unavailable, the

Page 6 of 13

14



CERS Annual Board Meeting - Administrative

COUNTY EMPLOYEES RETIREMENT SYSTEMBOARD OF TRUSTEES
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION
[As Adopted: September 14, 2022]

CERS CEO may take actions necessary to prevent or mitigate the threat, even if a vote of the CERS
Board would otherwise be necessary to take such action. When a quorum of the CERS Board becomes
available, any such actions taken by the CERS CEO shall be reviewed and ratified as necessary.

Section 2.1 STANDING COMMITTEES.

The CERS Board shall have the Standing Committees specified in Section 2.2, each of them to have the duties
and responsibilities as therein set forth, together with such other duties and responsibilities as the CERS Board
may by resolution determine. In each CERS Board Year, the Chair, elected at the annual meeting, shall appoint
trustees to Committees as specified in Section 2.2, unless otherwise determined by the CERS Board. Each CERS
Committee shall have a Chair and the CERS Board Chair shall appoint the Chair of each Committee, unless
otherwise determined by the CERS Board. A CERS Committee may (but is not required to) elect a Vice-Chair
from among its CERS Committee members by a majority vote of the Committee. A Vice-Chair so elected shall
preside at meetings of the CERS Committee in the absence or inability to act of the Committee Chair. Any trustee
may attend any meeting of any Committee of which he or she is not a Committee member, but shall not have a
vote.

Section 2.2 STANDING COMMITTEES: DUTIES AND RESPONSIBILITIES.

The Standing Committees of the CERS Board are, and shall have respective duties and responsibilities, as
follows:

a. Actuarial Committee. The CERS Actuarial Committee shall include (i) one (1) trustee with retirement
administration experience appointed by the Governor pursuant to KRS 78.782(2)(b)(1-3); (ii) one (1)
trustee elected by members of the County Employees Retirement System; and (iii) one (1) trustee with
investment experience appointed by the Governor pursuant to KRS 78.782(2)(b)(4-6).

1. Committee Responsibilities.
A. The Committee will meet semi-annuallyon the second Wednesday of February and April and the
fourth Wednesday of October, with authority to convene additional meetings, as circumstances

require.-Theregular-meetings-shall be held-in-the quarter-and-the fourth-quarter of the
ealendaryear- Additional meetings may be convened in conjunction with experience studies or
significant changes to federal or state statutory guidance for CERS.

B. The CERS Actuarial Committee will review and evaluate actuarial assumptions, funding
methods and tables proposed by the actuary (including without limitation all economic,
mortality, disability, etc., assumptions) for each plan within County Employees Retirement
System that affect: (i) the annual determination of the actuarial valuation of assets and liabilities
of the System within the meaning of KRS 78.784; (ii) the factors that apply to amounts payable
to members (e.g., early commencement, commutation, repayment, etc.); and (iii) the actuarially
recommended contribution rate for employers required under KRS 78, except as otherwise
determined by law or regulation,

C. The CERS Actuarial Committee will report its findings and recommendations of each such
review or evaluation to the CERS Board for the CERS Board to determine appropriate
implementation and action.

b. Administrative Appeals Committee. The CERS Board shall collaborate with the Kentucky
Retirement System Board to develop a timely disability and administrative appeals process. The
CERS Board and the KRS Board will coordinate the Administrative Appeals process with one AAC
for each Board. These AAC’s may be combined with the DACs (Section 2.2(d), in compliance KRS
61.645(16) and KRS 78.782(16). Consistent with the provisions of KRS Chapter 13B, the AACs
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shall meet in alternate months, as needed, to act in matters of administrative appeals. Each Committee

shall consist of three (3) members; however, the members appointed to one committee may also serve

from time to time on the other Committee. One of the AAC shall consist of two (2) CERS Trustees
and one (1) Kentucky Retirement Systems trustee. The other AAC shall consist of one (1) CERS

Trustee and two (2) Kentucky Retirement Systems trustees. The AACs shall ensure that the laws

governing CERS are administered impartially and uniformly, and that the actions of the CERS

resulting in the appeal were correct and fair under the applicable statutes and regulations.

1. AAC Responsibilities: In matters of administrative appeals; the Committee members shall
consider the administrative record, including the recommended order and any exceptions filed
in compliance with KRS 13B.120. The AAC shall act on behalf of the entire CERS Board as the
agency head in making a final order of the CERS Board in accordance with KRS 13B.120. The
Committee may adopt the hearing officer's recommended order; or it may reject or modify, in
whole or in part, the recommended order; or it may remand the matter, in whole or in part, to the
hearing officer for further proceedings as appropriate; or it may act on cases properly remanded
by a court of competent jurisdiction. The Committee may also recommend legislative changes
to improve the administration of the benefits. Any recommended legislative changes shall be
referred to the CERS CEO for study and development for the CERS review and approval.

2. KPPA Executive Director Office of Benefits Responsibilities. The Executive Director,
KPPA Office of Benefits or designated staff, in coordination with KPPA Legal Staff, will coordinate
meeting dates and determine which cases will be reviewed by each AAC. Designated staff will
compile the administrative records and distribute the files to the Committee members prior to each
meeting. KPPA Legal Staff may provide legal or technical advice to the Committee,

c. Finance Committee. The Committee shall consist of not less than three (3) and not more than four
(4) members and will act on behalf of the CERS Board in fulfilling its oversight responsibilities for
the financial reporting process, the system of internal control, the internal and external audit
processes, and the process for monitoring compliance with laws, regulations, and the applicable codes
of conduct.

1. Committee Responsibilities.

A. The Finance Committee will meet quarterly, with authority to convene additional meetings,
as circumstances require. The regular quarterly meetings shall be held_on the third Monday
of February, May, and August, and the fourth Monday of November at these times selected
by the Finance Committee Chair.

B. The Finance Committee shall have the authority to review reports by the KPPA Internal
Audit Administration and to recommend appropriate policies and procedures to KPPA.

C. The Finance Committee shall review the job descriptions for the employees whose names
have been certified by the applicable authority to meet the criteria of KRS 61.592 and 105
KAR 1:130 for hazardous duty, and also those employees who have been so certified who
are not, or who no longer are, working in a hazardous duty position. Upon review and
approval, the Finance Committee shall forward the results and its recommendations for the
appropriate classification as hazardous or nonhazardous duty to the CERS Board for
approval and ratification.

2. The Finance Committee shall review interim financial reports and budget-to-actual
comparisons for administrative budgets. Financial reports shall include, but are not limited to,
statement of net position, statement of changes in net financial position, cash flow reports,
accounts receivable, and collection activity reports for each plan (pension and insurance,
nonhazardous and hazardous).
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3. The Finance Committee may request internal audits to analyze specific issues relevant to
CERS plan management, investment performance, or administration.

4. Audit Charters. The KPPA Division of Internal Audit Charter are hereby incorporated by
reference.

5. Budget. The Finance Committee shall review the County Employees Retirement System's
biennial administrative budget and necessary budget amendments.

d. Disability Appeals Committee. The CERS Board shall collaborate with the Kentucky Retirement
System Board to develop a timely disability and administrative appeals process. The CERS Board
and the KRS Board will coordinate the Disability Appeals process with one DAC for each Board.
These DAC’s may be combined with the AACs (Section 2.2(b), in compliance KRS 61.645(16) and
KRS 78.782(16). Consistent with the provisions of KRS Chapter 13B, the DACs shall meet in
alternate months, as needed, to act in matters of administrative appeals. Each Committee shall consist
of three (3) members; however, the members appointed to one committee may also serve from time
to time on the other Committee. One of the DAC shall consist of two (2) CERS Trustees and one (1)
Kentucky Retirement Systems trustee. The other DAC shall consist of one (1) CERS Trustee and two
(2) Kentucky Retirement Systems trustees. The DACs shall ensure that the laws governing CERS
are administered impartially and uniformly, and that the actions of the CERS resulting in the appeal
were correct and fair under the applicable statutes and regulations.

1. Committee Responsibilities. In matters of disability appeals, the Committee members shall
consider the administrative record, including the recommended order and any exceptions filed
in compliance with KRS 13B.120. The Committee shall act on behalf of the entire CERS Board
as the agency head in making a final order of the CERS Board in accordance with KRS 13B.120.
The Committee may adopt the hearing officer's recommended order; or it may reject or modify,
in whole or in part, the recommended order; or it may remand the matter, in whole or in part, to
the hearing officer for further proceedings as appropriate; or it may act on cases properly
remanded by a court of competent jurisdiction. The Committee may also recommend legislative
changes to improve the administration of the benefits. Any recommended legislative changes
shall be referred to the CERS CEO for study and development for the CERS Board review and
approval.

2. KPPA Executive Director Office of Benefits Responsibilities. The Executive Director, KPPA
Office of Benefits, or designated staff, in coordination with KPPA Office of Legal Services staff,
will coordinate meeting dates and determine which cases will be reviewed. Designated staff will
compile the administrative records and distribute the files to the Committee members prior to
each meeting. Staff may provide legal or technical advice to the Committee.

e. Investment Committee. The Committee shall consist of five-four (45) members, as follows: the three

(3) trustees appointed by the Governor pursuant to KRS 78.782(2)(b)(4-6) (investment experience),

and one (1) trustees appointed by the CERS Board Chair;and-ene-{1-Trusteeelected-by-the

1. Committee Responsibilities.

A. Pursuant to KRS 78.790, the CERS Investment Committee shall have authority to
implement the investment policies adopted by the Board, including without limitation the
CERS Board's Statement of Investment Policy (pensions and health), and to act on behalf
of the CERS Board on all investment-related matters, and to acquire, sell, safeguard,
monitor, and manage the assets and securities of the several funds.

B. The CERS Investment Committee will meet at least quarterly to review reports from
investment staff, investment consultants, and investment managers with authority to
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D.

convene additional meetings as circumstances require. The regular quarterly meetings shall
be held_on the fourth Wednesday of February, May, and August and the fourth Tuesday of
November at these times selected by the Investment Committee Chair.

The CERS Investment Committee will monitor investment performance and management
practices and make reports and recommendations to the CERS Board. The CERS
Investment Committee will approve the selection and termination of service providers. The
CERS Investment Committee will evaluate whether the Investment Policy, the investment
activities, and management controls and processes continue to be consistent with meeting
the County Employees Retirement System's financial and plan management goals, and
perform other duties specified in the Statement of investment Policy.

The Investment Committee may also recommend legislative changes to the CERS CEO and
CERS Board to improve the administration of investment related matters.

2. Collaboration with KPPA Executive Director, Office of Investments (CIO).

A.

F.

The CIO shall administer the assets of the County Employees Retirement System consistent
with the policies, guidelines, and limits established by the law, the CERS Investment
Committee and the CERS Statement of Investment Policy.

The CERS CEO will collaborate with the KPPA CIO to develop and monitor investment
management and investment performance reporting for the CERS Investment Committee
and CERS Board.

The KPPA CIO and CERS CEO shall provide members of the CERS Investment Committee
with assessments of service providers and performance reports.

The KPPA CIO and CERS CEO shall identify issues for consideration by the CERS
Investment Committee and prepare recommendations regarding those issues.

The CIO and CERS CEO shall recommend changes to the Investment Committee regarding
service providers, statutes, policies or guidelines, as needed, to maintain a productive
relationship between the investment program and its goals.

The CIO and/or CERS CEO shall communicate with the mass media and other agencies,
entities, or institutions regarding investment related issues.

3. CERS Investment Policy. The "CERS Investment Policy Statement: Pension Funds," the "CERS
Investment Policy Statement: Insurance," and the "CERS Investment Procurement Policy" are
hereby incorporated by reference.

f. Joint Kentucky Retirement Systems and CERS Retiree Health Plan Committee. The Committee
shall consist of four (4) Trustees, including two (2) Trustees appointed from the CERS Board by the
CERS Chair and two (2) Trustees appointed from the Kentucky Retirement Systems Board by the
Kentucky Retirement Systems’ Chair. The Committee shall elect a Chair and Vice Chair and shall
assist the CERS and KRS Boards in providing a group hospital and medical insurance plan for present
and future recipients of a retirement allowance from the systems administered by County Employees
Retirement Systems as required by KRS 61.702.

1. Committee Responsibilities.

A.

The Committee will meet quarterly to review reports from KPPA staff and retiree health
insurance consultants with authority to convene additional meetings, as circumstances
require. The regular quarterly meetings shall be held at those times selected by the Joint
Retiree Health Plan Committee Chair.

The Committee will monitor retiree health insurance matters and make reports and
recommendations to the CERS and KRS Boards. The Committee will evaluate retiree health
insurance issues and obligations set forth in state and federal law. The Committee may, as
deemed necessary, evaluate health insurance companies, health maintenance organizations,
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self-insurance proposals, and other ways of providing a group hospital and medical
insurance plan for retired members as provided in KRS 61.702.

C. The Committee may negotiate and recommend appropriate contracts for execution by the
CERS & KRS Boards, in accordance with the requirements of the Commonwealth of
Kentucky Model Procurement Act (KRS 45A). The Committee may solicit reports and
actuarial analyses in order to analyze issues regarding retiree health insurance. The
Committee may also recommend legislative changes to improve the administration of retiree
health insurance related matters. Any recommended legislative changes shall be referred to
the CEO for study and development.

2. KPPA Executive Director Responsibilities. The KPPA Executive Director and designated staff
will maintain and provide the Committee with necessary information to execute its
responsibilities. The KPPA Executive Director or designated staff will provide advice regarding
state and federal laws and regulations. KPPA Administrative Staff will identify issues for
consideration by the Committee and prepare recommendations regarding those issues.

Re amaon am nd LR A d O oQ he omm ee

m-g.Personnel Committee. The CERS Personnel Committee shall include three members appointed
from the CERS Board by the CERS Chair. Members should have relevant experience for personnel
management and/or legal expertise for personnel laws and regulations.
1. Committee Responsibilities. The Committee will meet semi-annually, with authority to
convene additional meetings, as circumstances require. The regular meetings shall be held on the
second Tuesday of January and June at a time selected by the Committee Chair. determined-by-the

year: Special meetings may be convened in conjunction with the need to evaluate, advise, coach or
reprimand any CERS employee or professional services contract provider.
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A. The CERS Personnel Committee will recommend to the full Board of Trustees the
appropriate number of employees and professional service contract providers to be employed
by CERS. The CERS Personnel Committee will establish job descriptions and performance
goals for all CERS employees and professional service contract providers. The Committee
will evaluate the job performance of all CERS employees and make recommendations to the
full Board of Trustees concerning employee compensation, retention, and potential
disciplinary action, if needed.

B. The Personnel Committee will work closely with the KPPA Human Resources
Department to identify and implement best practices for employee development and training
opportunities. The Personnel Committee will endeavor not to replicate services currently
provided by KPPA Human Resources Department which are made available to CERS
employees and professional services contract providers.

C. The CERS Personnel Committee will report its findings and recommendations of each
such review or evaluation to the CERS Board for the CERS Board of Trustees to determine
appropriate implementation and action.

a:h. In addition to the duties and responsibilities described in this Section 2.2, each Standing Committee
may develop appropriate additional policies and proposals to be ratified by the CERS Board.

Section 2.3 DELEGATIONS OF AUTHORITY BY THE CERS BOARD.

Delegation of Authority. Except as may be prohibited by or inconsistent with law, the CERS Board may delegate
to any CERS Standing Committee of the Board any power, authority, duty, or responsibility conferred on the
Board by law. In the case of any such delegation, the decision or action of the CERS Committee within the scope
of its delegated authority shall constitute the decision or action of the CERS Board. The CERS Board may at any
time rescind the delegated authority as a whole or in part, except that a rescission of authority with respect to
quasi-judicial matters delegated to a CERS Committee shall not operate to affect the proceedings or the final
action of any such matter pending before the Committee when the CERS Board acts to rescind. This exception
is designed to preclude the CERS Board from using its authority to rescind a delegation to interfere with the
process or outcome of a quasi-judicial proceeding then in progress before a CERS Committee which had properly
commenced the proceeding within the scope of its authority.
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Section 2.4 AD HOC COMMITTEES.

In addition to the CERS Standing Committees specified in Section 2.2, the Chair or the CERS Board may at any
time establish an ad hoc Committee of the CERS Board and fix its duties and responsibilities for any purpose
which, in the judgment of the CERS Chair or the CERS Board, is better served by a temporary rather than CERS
Standing Committee. Each such Committee shall consist of such number of members as the CERS Chair shall
determine, and the CERS Chair shall also then appoint the CERS Chair and designate the other members of the
CERS Committee, unless otherwise determined by the CERS Board.

Section 2.5 KPPA COMMITTEES

The CERS Board of Trustees shall collaborate with Committees established by the Kentucky Public
Pensions Authority to develop administrative and benefit management policies as necessary for the County
Employees Retirement System.

Section 2.6 LIMITATIONS ON AUTHORITY.

No CERS Committee shall have any power or authority, nor shall the CERS Board delegate to itself, power or
authority, as to any of the following:
a. The amendment or repeal of any CERS Board resolution.
b. Action on other matters committed by CERS Board resolution or by Kentucky law (including the common
law of trusts respecting the delegation or the non-delegation of fiduciary responsibilities) to the CERS
Board under terms or provisions that make such action non-delegable.

Section 2.76 AMENDMENT OF BYLAWS.

These Bylaws may be amended by presenting the proposed amendments at any regular or special meeting of the
CERS Board of Trustees. Proposed amendments shall also be presented at a subsequent regular or special
meeting of the CERS Board of Trustees. The subsequent meeting shall be scheduled no less than 48 hours after
the meeting to first present the proposed amendments. Proposed amendments shall be posted on the KPPA
website between the first and second presentation of the recommendations. Approval of proposed amendments
to Bylaws requires a vote of a majority of the entire membership of the CERS Board for approval.

Section 3.0 CERTIFICATION OF STATEMENT OF BYLAWS AND COMMITTEE
ORGANIZATION.

We, the Chair of the CERS Board of Trustees and the Chief Executive Officer of the County Employees
Retirement System, do certify that this Statement of Bylaws and Committee Organization was approved and
adopted by the CERS Board of Trustees on the +4th—S8th _day, of September2022November, 2023.

Date

Chair, Board of Trustees
Date

CERS Chief Executive Officer

Page 13 of 13

21




CERS Annual Board Meeting - Administrative

County Employees Retirement System
Board of Trustees
Trustee Election Policy
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L. Introduction

Adoption of Board Election Policy
Pursuant to the provisions of Kentucky Revised Statutes (KRS) 78.782, the Board of Trustees (Board) of

the County Employees Retirement System (System) is permitted to adopt procedures necessary to conduct
the business of the System as needed. State and federal law shall control if any inconsistency exists
between the law and this policy.

Statement of Board Election Policy
The Board is composed of nine Trustees who shall be selected as follows:

1. Three (3) elected from members of the County Employees Retirement System.
a. Two (2) elected individuals shall have a majority of service credit earned in a
nonhazardous position.
b. One (1) elected individual shall have a majority of service credit earned in a hazardous
position.
2. Six (6) appointed by the Governor.
a. Three (3) Trustees with retirement experience.
i. One (1) appointed from a list of three (3) applicants submitted by the Kentucky
League of Cities.
ii. One (1) appointed from a list of three (3) applicants submitted by the Kentucky
Association of Counties.
iii. One (1) appointed from a list of three (3) applicants submitted by the Kentucky
School Boards Association.
b. Three (3) Trustees with investment experience.
i. One (1) appointed from a list of three (3) applicants submitted by the Kentucky
League of Cities.
ii. One (1) appointed from a list of three (3) applicants submitted by the Kentucky
Association of Counties.
iii. One (1) Trustee appointed from a list of three (3) applicants submitted by the
Kentucky School Boards Association.

KRS 78.782 (3) through (6) provides the basic statutory requirements for the election of the elected

Trustees of the Board. The Board recognizes the need to establish consistent procedures for the
implementation of these statutory provisions requiring the election of certain Trustees.

Purpose
The purpose of this Board Election Policy (Policy) is to establish procedures to implement KRS 78.782

and 105 Kentucky Administrative Regulation 1:445, Electronic ballots in Trustee elections.
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Definitions

The following definitions and terms used in this Policy shall be applicable whenever used herein:

1.

“Application” means the form adopted by the Board to be used by members seeking to be
nominated and placed on the Official Ballot as acandidate. The application can be submitted
through the Kentucky Public Pensions Authority (KPPA) website using DocuSign. It may also
be submitted to the KPPA either electronically at trustee.clection@kyret.ky.gov or at the
Frankfort retirement office by a member.

“Ballot” or “Official Ballot” means a voting instrument, either electronic or paper, that includes
the candidates for election as a Board Trustee and the following information for each of the
candidates:

a. Name;

b. Recent photograph;

c. City and county of residence;

d. The System’s current employing agency and position title or the System’s employing
agencyfrom which the candidate last worked or retired and the position title of the last
position held;

e. Education including schools and/or universities attended and degrees earned;

Any professional licenses or certifications held by the candidate; and
Any organization of which the candidate is a member that is listed on the candidate's
application. & é

g

The ballot shall contain the website address where each candidate's application, cover letter,
picture, and résumé shall be available for viewing. Candidates' position on the ballot shall be
determined by random lottery, performed and certified by a representative from the KPPA Division
of Internal Audit. Identifying information for each eligible voter shall be protected by bar code or
other means. The ballot shall include the ability to write-in candidates.

"Candidate" means a potential candidate who has been nominated and placed on the Official Ballot
by the current Board or by petition from the membership of the System.

"Constitutionally eligible individual" means a potential candidate who does not have a conflict of
interest on the basis of holding a constitutionally elected or appointed position pursuant to KRS
78.782 and Kentucky Constitution Section 165.

“Cover Letter” means a document submitted to the KPPA either electronically at
trustee.election@kyret.ky.gov or at the Frankfort retirement office by a member, which details the

member’s qualifications for serving as a Trustee to the Board.

"Eligible voter" means any person who was a member of the System on or before December 31 of
the year preceding the election year and who has provided the KPPA at the Frankfort retirement
office with a valid email or physical address as set forth in KRS 78.782.

“Member” shall mean individuals of the System, whether that individual is active (i.e., currently
employed), inactive (i.e., formerly employed, but not retired and has not taken an account refund)
or retired.

"Petition" means a document submitted by a potential candidate requesting to be nominated and
placed on the Official Ballot by the members of the System. A petition shall meet the following

standards or, if it fails to meet the following standards, shall be deemed invalid and the requesting
individual shall not be a potential candidate qualified for nomination and placement on the Official
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Ballot as a candidate:

a. The petition shall contain the name, the last four digits of Social Security number, and
signature of not less than one-tenth of the number of members voting in the last election
for the System. Each member may only be counted once on the petition.

b. A potential candidate seeking nomination by petition shall submit a fully completed
application, cover letter, résumé, picture, and a release for a criminal background check at
the same time the petition is submitted to the KPPA at the Frankfort retirement office.

“Picture” means a photograph that will be included on the KPPA website and on the Official Ballot.
The picture should be in color and at least size 5x7. The picture should be submitted in an electronic

format to trustee.election@kyret.ky.gov.

. "Plurality of votes" means a majority of votes cast in the election on a Valid Ballot.

. “Potential candidate” means a member who is seeking nomination as a candidate by the current Board

or by valid petition from the membership of the System and who meets the following criteria:
a. Is a member of the System;
b. Has fully completed and submitted an application, cover letter, résumé, picture, and a
release for a criminal background check by the required deadline;

c. Is a constitutionally eligible individual;

d. Isnot statutorily prohibited from being a Trustee by virtue of the term limits in KRS 78.782
3);

e. Is not a current or former employee of the System, Kentucky Retirement Systems, or
KPPA; and

f.  Is not in violation of any provision of KRS 11A.020 or 11A.040 by a court of competent
jurisdiction or any other statute.

"Résumé" means a document submitted to the KPPA either electronically at
trustee.election@kyret.ky.gov or at the Frankfort retirement office by a member, which shall

include the member's name, address, phone number, e-mail address, educational background, and
professional employment history. Employment history must include dates of employment, job title,
employer name and address, and type of business. Résumé may also include any certifications and
relevant memberships not included on the application.

. "Term of Office" means the period of membership on the Board, which shall begin on April 1 of

the year elected or appointed and shall end on March 31 four years thereafter.

. "Valid Ballot" means a current version of the electronic or paper ballot provided to an eligible voter

that has been marked to show the voter’s choice of at least one (1), but not more than the maximum
number of eligible candidates for the number of vacancies being filled.
a. Electronic ballots shall be cast on or before March 1.
b. Paper ballots shall contain the signature of the voter and be postmarked to the System in care
of a predetermined post office box number at a United States Post Office on or before March
L.

Any ballot that does not meet these standards shall be deemed an invalid ballot and shall not be
counted. In addition, if multiple ballots are submitted by one (1) individual, only the first received
ballot will be considered valid and will be counted; all subsequent ballots shall be invalid and will
not be counted.

. “Write-in candidate” means an individual whose full name (first, middle, and last name) was

written in the space provided on at least one Valid Ballot. Should a write-in candidate receive a
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plurality of votes, a representative from the KPPA Division of Internal Audit will ensure the write-
in candidate meets all the following criteria. If the criteria are not met, the write-in candidate will
not be allowed to serve as Trustee:
a. Is a member of the System;
b. Is a constitutionally eligible individual;
c. Isnot statutorily prohibited from being a Trustee by virtue of the term limits in KRS 78.782
(3)
d. Is not a current or former employee of the System, Kentucky Retirement Systems, or
KPPA; and
e. Is not in violation of any provision of KRS 11A.020 or 11A.040 by a court of competent
jurisdiction or any other statute.

Requests for Candidates

The KPPA shall notify the membership that applications are being accepted from members who
would like to be considered for nomination by the Board as a candidate for the position of Trustee.
The notice shall include information, or direct the membership on how to find information,
regarding the qualifications necessary for candidacy as well as the due dates for applications and
other required documents.

A member seeking nomination by the Board must submit a completed application, cover letter,
résumé, picture, and a release for a criminal background check to the KPPA by July 31 of the year
prior to the expiration of a term of office.

If a member requesting nomination by the Board is currently employed or holds any other office,
the member’s personal information will be forwarded to the Office of the Attorney General of
Kentucky to determine whether the member is a constitutionally eligible individual.

a. If the member is not a constitutionally eligible individual, the member shall be notified of
his or her ineligibility, and that he or she will not be listed as a potential candidate for
nomination by the Board, unless the member agrees to resign from the position causing the
constitutional ineligibility. This resignation would only be required if the member were to
be declared a winner of the election.

b. The Board also shall be notified if the member seeking to be listed as a potential candidate
for nomination by the Board is determined not to be a constitutionally eligible individual.

Any information requested by a potential candidate and approved by designated KPPA staff to be
provided to the potential candidate shall be forwarded to all other potential candidates, providing
the information does not violate the confidentiality requirements specified in KRS 61.661 or any
other binding law.

Nomination by the Board

The System’s Chief Executive Officer or designee shall provide written notice to the Board of
election procedures at the first quarterly meeting in the Board year preceding the expiration of the
term of office.

The Board shall nominate no more than three (3) candidates for each position to be elected. No
more than six (6) candidates can be nominated who have a majority of service in a non-hazardous
position and no more than three (3) candidates can be nominated that have a majority of service in
a hazardous position. Therefore, the ballot shall contain no more than nine (9) names. This
nomination shall take place no less than six (6) months prior to the expiration of the current elected
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Trustee’s term of office. Prior to making the nominations, the current Trustees will be given a list
of all potential candidates seeking nomination by the Board.

From the list provided, each Trustee may vote for up to three (3) potential candidates but must vote for
at least one (1) potential candidate per open position. Voting will occur in a roll call manner so that each
current Trustee verbally confirms his or her nomination(s). Current Trustees may vote for up to a
maximum of nine (9) candidates but must vote for at least three (3) candidates.

After voting under Paragraph three (3) of this section is completed, a representative from the KPPA
Division of Internal Audit will review the number of votes received by each potential candidate.
The potential candidates that receive the highest number of votes will be placed on the Official
Ballot. No more than the maximum allowed nominated candidates under Paragraph two (2) of this
section will be placed on the Official Ballot.

If multiple potential candidates receive the same number of votes under Paragraph three (3) of this
section resulting in more than the maximum allowed nominated candidates under Paragraph two
(2) of this section, another vote will be taken only of those potential candidates receiving a tying
vote for the last spot(s) on the Official Ballot. Trustees will vote for up to one (1) potential candidate
per remaining spot to be filled on the Official Ballot. After the additional vote is taken, the potential
candidate(s) receiving the highest number of votes will be placed on the Official Ballot. The voting
shall continue in this manner until the ties are broken resulting in no more than the maximum
number of allowed nominated candidates under Paragraph two (2) of this section.

If voting under Paragraphs three (3) and/or five (5) of this section results in fewer than the
maximum number of allowed potential candidates being nominated to the Official Ballot under
Paragraph two (2), the Trustees must take one (1) of the following actions by affirmative majority
vote:
a. Allow only those potential candidates with the highest number of votes under Paragraphs
three (3) and/or five (5) to be placed on the Official Ballot, or
b. From the original list of potential candidates, vote in accordance with Paragraph five (5)
of this section for potential candidates who have not received sufficient votes under
Paragraphs three (3) or five (5) to be placed on the ballot until the maximum number of
potential candidates under Paragraph two (2) are nominated to be on the Official Ballot.

The KPPA will publish the candidates nominated by the Board on the KPPA website. Deadlines
as set out below shall be provided on the website.

Nomination by Petition

After the candidates-are-nominated by the Beard:-Aa member may also seek nomination by petition
from members of the System. The petition nomination process will be published on the KPPA
website.

To be nominated as a candidate on the Official Ballot, a member seeking nomination by petition
from the membership of the System must submit a petition complying with the requirements as set
out in the definitions above and adhere to the following requirements:
a. The petition may only contain the name of one (1) potential candidate.
b. The petition shall be delivered to the KPPA at the Frankfort retirement office no later than
November 30 of the year prior to the expiration of a term of office.

The names and social security numbers on all petitions received will be verified by designated
KPPA staff and certified by a representative from the KPPA Division of Internal Audit. The
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certification of additional candidates shall become part of the official minutes of the Board.

If a member submitting a petition is currently employed or holds any other office, the member’s
personal information will be forwarded to the Office of the Attorney General of Kentucky to
determine whether the member is a constitutionally eligible individual.

a. If the member is not a constitutionally eligible individual, the member shall be notified of
his or her ineligibility, and that he or she does not qualify as a potential candidate for
nomination by petition, unless the member agrees to resign from the position causing the
constitutional ineligibility. This resignation would only be required if the member were to
be declared a winner of the election.

b. The Board also shall be notified if the member seeking to qualify as a potential candidate
for nomination by petition is determined not to be a constitutionally eligible individual.

Election by the Membership

An Official Ballot, complying with the requirements as set out in the definitions above, shall be
prepared no later than three (3) months prior to the expiration of the term of office in question.

a. Electronic ballots shall include instructions on voting for a candidate, including write-in
candidates. The deadline by which electronic votes must be cast shall be included on the
electronic ballots.

b. Paper ballots shall include instructions for voting for a candidate, including write-in
candidates, and for marking and returning the ballots. The postmark deadline for the paper
ballots shall be printed on the ballots. Paper ballots shall be addressed to the System in care
of a predetermined post office box number at a United States Post Office.

The KPPA Executive Director or designee shall initiate a bid for a contracted firm to administer
the election (hereafter referred to as the “Election Services Vendor”) using the procurement
procedures then in place. The bid shall outline vendor security requirements, the technical
requirements for both electronic and paper ballots (including paper ballot printing specifications),
and the required election timeline.

The Election Services Vendor shall obtain the post office box for receipt of paper ballots. Access
to this post office box shall be limited to the Election Services Vendor. An agreement shall be made
between KPPA and the Election Services Vendor concerning the location of the postal box and the
Business Reply Permit Number that shall be used.

All eligible voters will be provided with an electronic ballot or mailed a paper ballot on or before
January 20.

Only one (1) ballot will be provided to an eligible voter. Ballots will be distributed as follows:

a. Electronic ballots for the election of Trustees shall be distributed via email addresses on
file at KPPA.

b. Paper ballots for the election of Trustees shall be distributed via the United States Postal
Service to each voter that does not have a valid email address on file at KPPA or to each
eligible voter that requests a paper ballot by November 30 of the year prior to the expiration
of a term of office.
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Duplicate ballots will not be produced.

a. If an eligible voter fails to receive a ballot (paper or electronic) because of an act or
omission of the System or the KPPA and makes the System or the KPPA aware of this
before the voting has closed, a representative from the KPPA Division of Internal Audit
shall work with the Election Services Vendor to provide a replacement ballot. If the System
or the KPPA is made aware of the situation on or before one (1) week prior to the postmark
deadline, the eligible voter may request either a paper or electronic ballot. If the System or
the KPPA is made aware of the situation with less than a week before for the postmark
deadline, only an electronic ballot will be provided to the eligible voter.

b. Ifa paper ballot is returned to the Election Services Vendor, the System, or KPPA with an
invalid address, but a corrected address is received from the United States Postal Service
on or before one (1) week prior to the postmark deadline, a representative from the KPPA
Division of Internal Audit may work with the Election Services Vendor to mail a
subsequent paper ballot to the eligible voter at the corrected address.

The Election Services Vendor shall count each ballot. In so doing, the Election Services Vendor
shall review the validity of the ballot in accordance with the definition above. All votes via valid
ballots shall be counted for the candidate(s) marked. During the process of the count, all ballots
shall be in the exclusive control of the Election Services Vendor, with proper security to ensure
that no one other than the Election Services Vendor has access to the ballots.

Official ballots returned to the System or KPPA will be processed in accordance with 105 KAR
1:445 Sections 4, 6.

After counting all valid ballots, the Election Services Vendor shall certify in writing the results of
the election to the Chair of the Board in care of the System’s Chief Executive Officer and the KPPA
Executive Director on or before March 15 of the year in which a term of office expires.

The two (2) candidates with a majority of service in a non-hazardous duty position and the one (1)
candidate with a majority of service in a hazardous position receiving a plurality of the votes shall
be designated as the winners. Winning candidates shall begin their term of office as Trustee on
April 1 and shall be sworn in at the annual meeting of the Board.

Once ballots have been counted and the election is deemed final, the Election Services Vendor
shall destroy all ballots and provide a certificate to that effect to the System’s Chief Executive
Officer and the KPPA Executive Director.

Filling a Vacancy

Any vacancy that may occur in a Trustee position other than an elected Trustee position, except by
the expiration of the term, shall be filled in the same manner that provides for the selection of that
non-elected Trustee position under KRS 78.782.

Any vacancy, which may occur in an elected position, other than by the expiration of the term,
shall be filled within ninety (90) days by appointment by a majority vote of the remaining elected
Trustees.
a. The KPPA shall notify the membership that applications are being accepted from members
who would like to be considered for appointed to the position of Trustee.
b. A member seeking appointment by the Board must submit a completed application, cover
letter, résumé, picture, and release for criminal background check to the KPPA at the
Frankfort retirement office no later than sixty (60) days after the vacancy occurs. The
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specific due date will be listed in the provided notice.

c. If the member requesting appointment by the Board is currently employed or holds any
other office, the member’s personal information will be forwarded to the Office of the
Attorney General of Kentucky to determine whether the member is a constitutionally
eligible individual.

i. If a member is not a constitutionally eligible individual, the member shall be
notified of ineligibility, and that he or she will not be considered for appointment
to the vacant position, unless the member agrees to resign from the position
causing the constitutional ineligibility. This resignation would only be required if
the member were appointed to the position of Trustee.

ii. The Board shall also be notified if a member seeking appointment is determined
not to be a constitutionally eligible individual.

Each current elected Trustee may make one (1) nomination for the vacancy of the elected position,
which will allow for a maximum of two nominees.

All individuals nominated by the current elected Trustees shall meet the requirements of a potential
candidate as defined above.

The remaining elected Trustees shall then vote on a nominee to fill the vacancy using the voting
procedure set forth above in Nomination by the Board section, paragraphs 3, 4, 5, and 6.

Any such vacancies shall only be filled for the expiration of the unexpired term.

Procurement of the Election Services Vendor

When procuring an Election Services Vendor, the request for proposal (RFP) shall indicate that
the selected vendor will sign the KPPA’s Business Associate and Confidentiality Agreements as
well as provide a summary of security policies and standard security procedures related to ensuring
election integrity. The RFP must include specific security details to which the vendor must adhere.
The security details should include, but not be limited to, the following topics:
a. Technology systems, network, and application software used to process sensitive
information.
Vendor risk and threat management responsibilities.
c. Software License Agreements.
d. Service Level Agreement and Support.

The team that drafts the RFP and evaluates the bid proposals should include KPPA employees
from the Divisions of Internal-Audit,-Communications and Enterprise and Technology Services.
A representative from the Division of Internal Audit may serve as a Technical Advisor to the
evaluation team. The KPPA Executive Management team and Office of Legal Services as well as
the System’s Chief Executive Officer and General Counsel should be consulted as needed.

ETHICS

Ethics in the election process shall conform to the Executive Branch Code of Ethics as set forth in KRS
Chapter 11A.
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X. CERTIFICATION

We, the Chair of the County Employees Retirement System Board, the Chief Executive Officer of the
County Employees Retirement System, and the Executive Director of KPPA do hereby certify that this
Board Election Policy was adopted by the Board on this the 11th day of March, 2024.

Betty Pendergrass, Board Chair Date
County Employees Retirement System Board of Trustees

Edward Owens I1I, Chief Executive Officer Date
County Employees Retirement System

David Eager, Executive Director Date
Kentucky Public Pensions Authority

History: Original Approval Date: March 16, 2022
Amended: March 11, 2024
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Exhibit A
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MEMORANDUM

TO: Ed Owens, CEO County Employees Retirement System

FROM: Jillian Hall, Staff Attorney III, Non-Advocacy Division, Office of Legal Services
Jessica Beaubien, Policy Specialist, Non-Advocacy Division, Office of Legal Services

DATE: February 14, 2024

RE: Board of Trustees of the County Employees Retirement System (“Board”) approval for

KPPA staff to file an amended administrative regulation, 105 KAR 1:120, Participation
of County Employees Retirement System Employers, with the Office of the Regulations
Compiler at the Legislative Research Commission (“Regulations Compiler”)

Purpose of amended administrative regulation:

This memo is informational only and does not contain any legal advice.

Kentucky Revised Statutes 78.782(9)(d) authorizes the Board to promulgate and amend administrative
regulations “not inconsistent with the provisions of KRS 78.510 to 78.852” that are “necessary or proper
in order to carry out the provisions of KRS 78.510 to 78.852.”. 105 KAR 1:120, Participation of County
Employees Retirement System Employers, is consistent with and necessary to carry out these provisions
of the Kentucky Revised Statutes.

This administrative regulation establishes the procedures and requirements for employer participation in
the County Employees Retirement System (CERS). This amendment:

e Updates the language throughout the regulation to be consistent with the language used in all
Kentucky Public Pensions Authority, County Employees Retirement System, and Kentucky
Retirement Systems regulations, and the definitions found in 105 KAR 1:001.

o Details have been added about existing requirements for prospective employers, inactive
employers, and employers who are splitting, separating, forming a new entity, or merging.

e Incorporates by reference several required forms.

Staff Recommendation:

The Office of Legal Services requests that the Board review the attached materials and recommend filing
105 KAR 1:120, Participation of County Employees Retirement System Employers, with the
Regulations Compiler.

List of attached materials:

1. 105 KAR 1:120, Participation of County Employees Retirement System Employers.
105 KAR 1:001, Definitions for 105 KAR Chapter 1 (This is a draft amendment that KPPA
anticipates filing alongside 105 KAR 1:120).

3. Form 2010, Election or Rejection of Participation.
4. Form 7071, Employer Self Service Employer Administrator Account Creation Request.
5. Form 7075, Employer Contact.
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6. Form 7250, Verification of Payments Outside Regular Wages.
7. Form 7280, Employer Certification of Installment Purchase of Service.
8. Form 7851, Data Use and Reporting Agreement.
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FINANCE AND ADMINISTRATION CABINET

Kentucky Public Pensions Authority

County Employees Retirement System

(Amendment)

105 KAR 1:120. Participation of County Employees Retirement System employers[ageneies].
RELATES TO: KRS 78.510-78.990[#8-540(3),#8-530,78-532,78-535,78-780], 26 USC

414(d), 29 USC 1002(32)

STATUTORY AUTHORITY: KRS [61-645(9)(e)], 78.510(3), 78.782[78.780]

NECESSITY, FUNCTION, AND CONFORMITY: KRS[64-645(9)g)-autherizes-the-Board-of

£8-520-t0-78.852. KRS] 78.510(3) authorizes the Board of Trustees of the County Employees

Retirement System[board] to determine the eligibility of a prospective employer[ageney] to

participate in the County Employees Retirement System (CERS);—er—CERS]. KRS

78.782[#8-#80] authorizes the Board of Trustees of the County Employees Retirement System

to promulgate administrative requlations not inconsistent with the provisions of KRS 78.510 to

78.852 that are necessary or proper to carry out the provisions of KRS 78.510 to 78.852.[beard

Retirement-System] This administrative regulation establishes the procedures and requirements

for employer participation in CERS.
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Section 1. Definitions.

2)] "Board" is defined by KRS 78.510(2).

(2) “Inactive employer” means a participating employer that ceases to have any employees

in a reqular full-time position participating in the system.

(3) “Merged employer” means one or more participating employers that have merged with

one or more participating or non-participating employers into a new single entity or operating

under the name of one of the participating or non-participating employers that are part of the

merger.

(4) “New or separate employer” means:

(a) A participating employer that forms, becomes, or is bought out by a non-participating

employer; or

(b) A participating employer that dissolves or becomes an inactive employer, and another

distinct entity is formed and assumes responsibility for a portion or all of the business.

(5) “Non-participating employer” means:

(a) An entity that does not participate in the system; or

(b) An entity that applied for participation in the system and:

1. Is pending a determination of participation;

2. Withdrew its application; or

3. Was denied or failed to complete the requirements to be approved for participation.

(6) “Split or separated employer” means a participating employer that divides into two (2)

or more distinct entities.
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(N3 -CERSZor“system~] “System” is defined by KRS 78.510(1).

Section 2. Participation in the system.

(1) For a prospective employer to participate in the system, the prospective employer

shall[An

(a) Meet[Meets] the definition of county in KRS 78.510(3);
(b) Belts] qualified to establish and maintain a governmental plan as defined in 26 USC
414(d) and 29 USC 1002(32);

(c) Have an irrevocable contract with the Kentucky Personnel Cabinet for health insurance

coverage for its employees in accordance with KRS 78.530(1)(b);[Satisfactorily-completes-the

(d) Comply[GCemplies] with:
1. KRS 78.510 through 78.852; and

2.Title 105 of the Kentucky Administrative Regulations;

(e) Complete the requirements of Sections 3-5 of this administrative requlation; and

(f) Receive board approval in accordance with Section 6 of this administrative requlation.

Section 3. Determining prospective employer’s qualification to participate.

(1) A prospective employer shall submit a resolution or ordinance by its controlling board

authorizing participation in the system as provided by KRS 78.530(1) within twelve (12) months

of the date the resolution or ordinance was passed.
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(2) No later than the end of day ninety (90) calendar days from the date the resolution or

ordinance indicated in subsection (1) of this section is submitted, the prospective employer shall

submit:

(a) Its Articles of Incorporation, bylaws, ordinance, or other document establishing or

creating the prospective employer;

(b) Its current fiscal year budget;

(c) Its health insurance contract as described in Section 2(1)(c) of this administrative

requlation;

(d) A valid Form 2010, Election or Rejection of Participation, completed by all current

employees;

(e) A valid Form 7075, Employer Contact Information;

(f) A valid Form 7250, Verification of Payments Outside Regular Wages;

(g) A valid Form 7280, Employer Certification of Installment Purchase of Service;

(h) A valid Form 7851, Data Use Agreement;

(i) A valid Form 7071, Employer Self Service Employer Administrator Account Creation

Request; and

(i) If requested by the agency, a letter from the U.S. Internal Revenue Service or U.S.

Department of Labor that states the entity sufficiently meets the governmental requirements to

participate in a qualified governmental retirement plan.

(3)(a) Once the requirements of subsections (1)-(2) of this section are received by the

agency, the agency shall review the documentation and determine if the prospective employer

meets the requirements for participation in the system.
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(b) If a prospective employer meets the requirements for participation in the system, the

agency shall initiate a trial period of participation for the prospective employer in accordance

with Section 4 of this administrative regulation.

Section 4. Trial period.
(1) The prospective employerf{2)-Priorto-board-approval-of-an-agenecy-that-has-elected-to
participate-in-CERS -the-ageney] shall serve a three (3) month trial period which shall begin on

the first day of the month following the completion to the requirements as provided in Sections

2-3 of this administrative regulation.

(2) During the trial period, the prospective employer[;-during-which-it] shall:

(a) Submit all reports required by KRS 78.625 in accordance with 105 KAR 1:140;

(b) Remit applicable employer, employee, and health insurance contributions in

accordance with 105 KAR 1:140; and

(c) Require employee participation in accordance with KRS 78.530, 78.531, 78.535, and

Section 5. Submission to the board. Once the requirements of Sections 2-4 of this

administrative regulation are complete, the agency shall provide the board the prospective

employer’s:

(1) Trial period results;

(2) Current fiscal year’s budget; and

(3) Resolution or ordinance authorizing participation in the system.

Section 6. Board review.
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(1) The prospective employer shall obtain authorization to participate from the board as

provided by KRS 78.510(3).

(2)[(3)] The board may deny participation if it determines that a_prospective employer[:<{a)

An—ageney] has failed to comply with the provisions of Sections 2-4 of this administrative

regulation,[subsection{1)-of this-section;] or if the prospective employer’s[{b)}-Hs] participation

will have:
1. An adverse impact on the tax qualification of the system[CERS], pursuant to 26 USC

414(d) or any other applicable federal law and administrative regulation; or

2. A significant adverse impact on the actuarial soundness of the system[GERS].

(A)(@)3)¥=a)] If the board denies a prospective employer’'s[an—ageney-s] request to

participate in the system[GCERS], it shall refund to the prospective employer[agerey] and its

employees the contributions paid by them to the system[CERS] during the prospective

employer’'s[ageney-s] trial period.

(b) If the board approves the prospective employer’s request to participate in the system,

the[Section-3-—The] effective date of participation shall be the first day of the trial period as

indicated in Section 4 of this administrative regulation.[(})}-TFhe-menth-during-which-the-order

Section 7. Alternate participation plan.[Seetion-4-]

(1) If a_prospective employer[an—agenecy] wishes to participate under the alternate

participation plan pursuant to KRS 78.530(3), it shall request the board[Kentucky Retirement

Systems] to conduct an actuarial study to determine the cost of purchasing past service for

eligible employees prior to adoption of a resolution or ordinance by its controlling board
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authorizing participation in the system[an—order—to—participate—Section—5—~An—agency—shall

(2) The annual installment to amortize the cost of the employees' service under the

alternate participation plan shall not be less than ten (10) percent of the total annual payroll for
nonhazardous employees and fifteen (15) percent of the total annual payroll for hazardous
employees included in the alternate participation plan. The payment shall be due each year on
the first day of the month in which participation began.

Section 8. Continued participation. Pursuant to KRS 78.530(2), once an employer begins

participating in the system, the employer shall continue to participate as long as it remains

qualified unless:

(1) The board requires the employer to involuntarily cease participation in accordance with

KRS 78.535(2)(b); or

(2) A voluntary cessation is allowed pursuant to KRS 78.535(2)(a).

Section 9. Split, separated, or new entity.

(1) Prior to beginning the formal process and not less than six (6) months prior to the

effective date of splitting, separating, or becoming a new entity, a participating employer shall

submit a written notification of its intended split, separation, or formation of a new entity. The

written notification shall be submitted on the participating employer’s official letterhead.

(2) Once the agency is notified of the split, separation, or formation of a new entity, or

becomes aware through any means, the agency shall determine whether:

(a) A new or separate employer has been created; or
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(b) Split or separated employers have been created.

(3)(a) A split, separated, or new employer shall participate in the system if, by the end of

day fifteen (15) calendar days from the date of the split, separation, or formation of a new entity,

all the requirements prescribed in Section 3(2) of this administrative regulation are submitted.

(b) The participation date shall be:

1. The first day of the month following the date all the required documentation was received,

if received by the fifteenth day of the month; or

2. The first day of the month following the month after the date all the required

documentation was received, if received after the fifteenth day of the month.

(c) The split, separated, or new employer shall comply with KRS 78.510 through 78.852

and Title 105 of the Kentucky Administrative Requlations as of the participation date.

(d) If the split, separated, or new employer fails to complete the requirements of paragraph

(a) of this subsection, then the split, separated, or new employer shall only participate if it takes

all steps to participate in the system in accordance with KRS 78.530 and this administrative

requlation.

(4) If there is a lapse in participation between the date the employer split, separated, or

became a new entity and when it began participating, an employee who worked during the

lapsed time may purchase service credit for that time by paying a delayed contribution payment

if he or she elected to participate on a valid Form 2010, Election or Rejection of Participation, at

the time the split, separated, or new entity began participating. The service shall not be included:

(a) In the member’s total service for purposes of determining benefits under KRS 78.5536;
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(b) Toward retirement eligibility for members with a participation date on or after August 1,

2004, in accordance with KRS 61.552(10)(c), and 78.545.

Section 10. Merged employer.

(1) Prior to beginning the formal process and not less that six (6) months prior to the

effective date of merging, a participating employer shall submit a written notification of its

intended merger. The written notification shall be submitted on the participating employer’s

official letterhead.

(2) Once the agency is notified of the merger, or becomes aware by other means, the

agency shall determine whether two (2) or more participating employers, or one (1) or more

participating employer and one (1) or more non-participating employer have become a merged

employer.

(3) Once the merger is complete, the merged employer shall comply with KRS 78.510

through 78.852 and Title 105 of the Kentucky Administrative Regulations.

Section 11. Inactive Employers.

(1)(a)1. If an employer becomes an inactive employer, the employer shall submit a written

notification on its official letterhead stating that the employer is an inactive employer.

2. Each vear by the end of day on the last day of the month of the fiscal year, an inactive

emplovyer shall submit a written notification on its official letterhead stating that it remains an

inactive employer, or stating that the employer is no longer an inactive employer as applicable.

(b) If an employer ceases to become an inactive employer, the employer shall:

1. Submit a written notification on its official letterhead stating that the employer is no longer

an inactive employer by the end of day thirty (30) calendar days from having a participating

employee; and
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2. Beqin reporting a participating employee the month after he or she becomes a

participating employee.

(d) The agency shall determine whether a participating employer is an inactive employer.

(2) Employers shall comply with KRS 78.510 through 78.852 and Title 105 of the Kentucky

Administrative Regulations, regardless of the employer’s status as an inactive employer.

(3) The agency shall periodically audit inactive employers to determine if they remain

inactive employers.

Section 12. Incorporation by Reference.

(1) The following forms are incorporated by reference:

(a) Form 2010, “Election or Rejection of Participation”, updated March 2024;

(b) Form 7071, “Employer Self Service Employer Administrator Account Creation

Request”, updated March 2024

(c) Form 7075, “Employer Contact Information”, updated March 2024

(d) Form 7250, “Verification of Payments Outside Regular Wages”, updated March 2024

(e) Form 7280, “Employer Certification of Installment Purchase of Service”, updated

March 2024:; and

(f) Form 7851, “Data Use Agreement”, updated March 2024.

(2) This material may be inspected, copied, or obtained, subject to applicable copyright law,

at the Kentucky Public Pensions Authority, 1260 Louisville Road, Frankfort, Kentucky 40601,

Monday through Friday, from 8 a.m. to 4:30 p.m. This material is also available on the Kentucky

Public Pensions Authority’s Web site at kyret.ky.gov.

(18 Ky.R. 920; 1320; eff. 11-8-1991; 19 Ky.R. 2087; 2399; eff. 5-10-1993; 21 Ky.R. 1516;

eff. 2-8-1995; 29 Ky.R. 757; 1244; eff. 11-12-2002; TAm eff. 3-4-2019; Crt eff. 3-5-2019.)
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APPROVED:

Ed Owens, CEO DATE
County Employees Retirement System
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PUBLIC HEARING AND PUBLIC COMMENT PERIOD: A public hearing to allow for public
comment on this administrative regulation shall be held on Tuesday, June 25, 2024, at 10:00
a.m. Eastern Time at the Kentucky Public Pensions Authority (KPPA), 1270 Louisville Road,
Frankfort, Kentucky 40601. Individuals interested in presenting a public comment at this hearing
shall notify this agency in writing no later than five workdays prior to the hearing of their intent to
attend. If no notification of intent to attend the hearing was received by that date, the hearing
may be cancelled. A transcript of the public hearing will not be made unless a written request
for a transcript is made.

If you do not wish to be heard at the public hearing, you may submit written comments on
the proposed administrative regulation. Written comments shall be accepted until June 30, 2024.
Send written notification of intent to be heard at the public hearing or written comments on the
proposed administrative regulation to the contact person.

KPPA shall file a response with the Regulations Compiler to any public comments received,
whether at the public comment hearing or in writing, via a Statement of Consideration no later
than the 15th day of the month following the end of the public comment period, or upon filing a
written request for extension, no later than the 15th day of the second month following the end
of the public comment period.

CONTACT PERSON: Jessica Beaubien, Policy Specialist, Kentucky Public Pensions
Authority, 1260 Louisville Road, Frankfort, KY 40601, email Legal.Non-Advocacy@kyret.ky.gov,

telephone (502) 696-8800 ext. 8570, facsimile (502) 696-8615.

12
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REGULATORY IMPACT ANALYSIS
AND TIERING STATEMENT

Regulation number: 105 KAR 1:120
Contact person: Jessica Beaubien

Phone number: 502-696-8800 ext. 8570
Email: Legal.Non-Advocacy@kyret.ky.gov

(1) Provide a brief summary of:

(a) What this administrative regulation does: This administrative regulation establishes the
procedures and requirements for employer participation in CERS.

(b) The necessity of this administrative regulation: This administrative regulation is
necessary to allow the Kentucky Public Pensions Authority to effectively administer KRS 78.510
to 78.852.

(c) How this administrative regulation conforms to the content of the authorizing statutes:
KRS 61.505(1)(g) authorizes the Kentucky Public Pensions Authority to promulgate all
administrative regulations on behalf of the County Employees Retirement System that are
consistent with KRS 78.510 to 78.852. KRS 78.510(3) authorizes the Board of Trustees of the
County Employees Retirement System to determine the eligibility of an employer to participate
in the County Employees Retirement System (CERS). KRS 78.782 authorizes the Board of
Trustees of the County Employees Retirement System necessary or proper in order to carry out
the provisions of 78.510 to 78.852.

(d) How this administrative regulation currently assists or will assist in the effective
administration of the statutes: This administrative regulation assists with the effective
administration of the statutes by establishing the procedures and requirements for employer
participation in CERS.

(2) If this is an amendment to an existing administrative regulation, provide a brief summary
of:

(@) How the amendment will change this existing administrative regulation: This
amendment adds details of the employer procedures and requirements for participation in
CERS.

(b) The necessity of the amendment to this administrative regulation: This amendment is
necessary to effectively determine the eligibility of an employer to participate in the County
Employees Retirement System (CERS) and to ensure the employer is fully aware of the
procedures and requirements to participate.

(c) How the amendment conforms to the content of the authorizing statutes: KRS
61.505(1)(g) authorizes the Kentucky Public Pensions Authority to promulgate all administrative
regulations on behalf of the County Employees Retirement System that are consistent with KRS
78.510 to 78.852. KRS 78.510(3) authorizes the Board of Trustees of the County Employees
Retirement System to determine the eligibility of an employer to participate in the County
Employees Retirement System (CERS). KRS 78.782 authorizes the Board of Trustees of the
County Employees Retirement System necessary or proper in order to carry out the provisions
of 78.510 to 78.852.

(d) How the amendment will assist in the effective administration of the statutes: This
amendment assists with the effective administration of the statutes by adding needed details
about the procedures and requirements for participation in CERS.
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(3) List the type and number of individuals, businesses, organizations, or state and local
governments affected by this administrative regulation: One (1) entity that provides day-to-day
operations for the County Employees Retirement System: Kentucky Public Pensions Authority.
It is unknown how many new employers will go through the process to participate in the County
Employees Retirement System.

(4) Provide an analysis of how the entities identified in question (3) will be impacted by
either the implementation of this administrative regulation, if new, or by the change, if it is an
amendment, including:

(a) List the actions that each of the regulated entities identified in question (3) will have to
take to comply with this administrative regulation or amendment: The Kentucky Public Pensions
Authority must administer the process and approval of employees to participate in the County
Employees Retirement System. The Board of Trustees for the County Employees Retirement
System must approve employer participation in the County Employees Retirement System.
Potential employers seeking to participate in the County Employees Retirement System must
comply with the steps outlines in this regulation.

(b) In complying with this administrative regulation or amendment, how much will it cost
each of the entities identified in question (3): The cost of compliance with this administrative
regulation for the Kentucky Public Pensions Authority, the County Employees Retirement
System and the Board of Trustees for the County Employees Retirement System should be
negligible, as this administrative regulation is already being administered as written.

(c) As a result of compliance, what benefits will accrue to the entities identified in question
(3): The benefits for the entities identified should be negligible, as this administrative regulation
is already being administered as written.

(5) Provide an estimate of how much it will cost to implement this administrative regulation:

(a) Initially: The costs associated with the implementation of this amendment should be
negligible.

(b) On a continuing basis: The continuing costs associated with this amendment should
be negligible.

(6) What is the source of the funding to be used for the implementation and enforcement
of this administrative regulation: Administrative expenses of the Kentucky Public Pensions
Authority are paid from the Retirement Allowance Account (trust and agency funds).

(7) Provide an assessment of whether an increase in fees or funding will be necessary to
implement this administrative regulation, if new, or by the change if it is an amendment: There
is no increase in fees or funding required.

(8) State whether or not this administrative regulation establishes any fees or directly or
indirectly increases any fees: This administrative regulation does not establish any fees or
directly or indirectly increase any fees.

(9) TIERING: Is tiering applied? (Explain why or why not) Tiering is not applied. All entities
are subject to the same processes and procedures.

14
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FISCAL NOTE

Regulation number: 105 KAR 1:120
Contact person: Jessica Beaubien

Phone number: 502-696-8800 ext. 8570
Email: Legal.Non-Advocacy@kyret.ky.gov

(1) What units, parts, or divisions of state or local government (including cities, counties,
fire departments, or school districts) will be impacted by this administrative regulation? This
administrative regulation impacts the Kentucky Public Pensions Authority and the County
Employees Retirement System. It may also impact local government employers seeking to
participate in the County Employees Retirement System.

(2) Identify each state or federal statute or federal regulation that requires or authorizes the
action taken by the administrative regulation. KRS 61.505(1)(g), 78.510(3), and 78.782.

(3) Estimate the effect of this administrative regulation on the expenditures and revenues
of a state or local government agency (including cities, counties, fire departments, or school
districts) for the first full year the administrative regulation is to be in effect. This administrative
regulation will not affect revenues of a state or local government agency.

(a) How much revenue will this administrative regulation generate for the state or local
government (including cities, counties, fire departments, or school districts) for the first year?
None.

(b) How much revenue will this administrative regulation generate for the state or local
government (including cities, counties, fire departments, or school districts) for subsequent
years? None.

(c) How much will it cost to administer this program for the first year? The cost to Kentucky
Public Pensions Authority to administer this administrative regulation should be negligible
because this administrative regulation is already being administered as written.

(d) How much will it cost to administer this program for subsequent years? The cost to
Kentucky Public Pensions Authority to administer this administrative regulation should be
negligible because this administrative regulation is already being administered as written.

Note: If specific dollar estimates cannot be determined, provide a brief narrative to explain
the fiscal impact of the administrative regulation.

Revenues (+/-): None.

Expenditures (+/-): Negligible.

Other Explanation: The fiscal impact of this administrative regulation should be negligible
because this administrative regulation is already being administered as written.

(4) Estimate the effect of this administrative regulation on the expenditures and cost savings
of regulated entities for the first full year the administrative regulation is to be in effect.

(a) How much cost savings will this administrative regulation generate for the regulated
entities for the first year? None.

(b) How much cost savings will this administrative regulation generate for the regulated
entities for subsequent years? None.

(c) How much will it cost the regulated entities for the first year? Negligible.

(d) How much will it cost the regulated entities for subsequent years? Negligible.
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Note: If specific dollar estimates cannot be determined, provide a brief narrative to explain
the fiscal impact of the administrative regulation.
Cost Savings(+/-): None.
Expenditures (+/-):Negligible.
Other Explanation: The fiscal impact of this administrative regulation should be negligible
because this administrative regulation is already being administered as written.

(5) Explain whether this administrative regulation will have a major economic impact, as
defined below. "Major economic impact" means an overall negative or adverse economic impact
from an administrative regulation of five hundred thousand dollars ($500,000) or more on state
or local government or regulated entities, in aggregate, as determined by the promulgating
administrative bodies. [KRS 13A.010(13)]. This administrative regulation will not have a “major
economic impact’ because this administrative regulation is already being administered as
written.

16
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SUMMARY OF MATERIAL INCORPORATED BY REFERENCE

Form 2010, Election or Rejection of Participation is a 1-page form that was updated to
add a statutory reference and a legal certification statement.

Form 7071, Employer Self Service Employer Administrator Account Creation Request is a
1-page form that has updated language to clarify the details of what the Employer
Administrator can do and not do within the Employer Self Service Web site.

Form 7075, Employer Contact Information is a 1-page form that was updated to add a
statutory reference and a legal certification statement and signature line.

Form 7250, Verification of Payments Outside Regular Wages is a 1-page form that was
updated to add a legal certification statement.

Form 7280, Employer Certification of Installment Purchase of Service is a 1-page form
that was updated to correct statutory references and add a legal certification statement.

Form 7851, Data Use Agreement is a 4-page form that was updated to modernize the
language and uses of the agreement. References to this regulation and the applicable statutes

have replaced previous duplicated language, and language that was originally intended as
introducing employers to the Employer Self Service Web site has been removed.
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FINANCE AND ADMINISTRATION CABINET

Kentucky Public Pensions Authority

(Amendment)

105 KAR 1:001. Definitions for 105 KAR Chapter 1.

RELATES TO: KRS 16.505-16.652, 61.510-61.705, 78.510-78.852

STATUTORY AUTHORITY: KRS 61.505(1)(g)

NECESSITY, FUNCTION, AND CONFORMITY: KRS 61.505(1)(g) authorizes the
Kentucky Public Pension Authority on behalf of the Kentucky Retirement Systems and the
County Employees Retirement System to promulgate administrative regulations that are
consistent with the provisions of KRS 16.505 to 16.652, 61.505, 61.510 to 61.705, and 78.510
to 78.852. This administrative regulation establishes definitions for 105 KAR Chapter 1.

Section 1. Definitions. The following definitions shall apply to 105 KAR Chapter 1 unless
otherwise required by context or otherwise defined in a specific administrative regulation:

(1) "AAC" means:

(a) Prior to April 1, 2021, the Administrative Appeals Committee of the Board of Trustees
of the Kentucky Retirement Systems.

(b) Beginning April 1, 2021, the separate or joint Administrative Appeals Committees of
the Board of Trustees of the Kentucky Retirement Systems and the Board of Trustees of the
County Employees Retirement System in accordance with KRS 61.645(16) and 78.782(16).

(2) "Accumulated account balance" is defined by KRS 16.505(40), 61.510(41), and
78.510(38).

(3) "Accumulated contributions" is defined by KRS 16.505(7), 61.510(12), and 78.510(12).

1
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(4) "Accumulated employer credit" is defined by KRS 16.505(39), 61.510(40), and
78.510(37).

(5) "Act in line of duty" or "in line of duty" is defined by KRS 16.505(19) and 78.510(48).

(6) "Active member" means a member who is participating in the systems.

(7) "Actuarial equivalent" is defined by KRS 16.505(13), 61.510(17), and 78.510(17).

(8) "Agency" means:

(a) Prior to April 1, 2021, the Kentucky Retirement Systems, which administered the State
Police Retirement System, the Kentucky Employees Retirement System, and the County
Employees Retirement System; and

(b) Beginning April 1, 2021, the Kentucky Public Pensions Authority, which is authorized
to carry out the day-to-day administrative needs of the Kentucky Retirement Systems
(comprised of the State Police Retirement System and the Kentucky Employees Retirement
System) and the County Employees Retirement System.

(9) "Agency reporting official" is defined by KRS 78.510(20).

(10) "Alternate payee" is defined by KRS 16.505(38), 61.510(39), and 78.510(36).

(11) "Authorized leave of absence" is defined by KRS 16.505(14).

(12) "Beneficiary" is defined by KRS 16.505(25), 61.510(26), and 78.510(25).

(13) "Boards" means the Board of Trustees of the Kentucky Retirement Systems and the
Board of Trustees of the County Employees Retirement System.

(14) "Bona fide promotion or career advancement" is defined by KRS 61.598(1) and
78.545(22).

(15) "Career threshold" is defined by KRS 61.702(4)(e).9.a. and 78.5536(4)(e)9.a.

(16) "County" is defined by KRS 78.510(3).

(17) "Creditable compensation" is defined by KRS 16.505(8), 61.510(13), and 78.510(13).
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(18) "Current rate of pay" is defined by KRS 16.505(24), 61.510(25), and 78.510(24).

(19) "Current service" is defined by KRS 16.505(4), 61.510(10), and 78.510(10).

(20) "DAC" means:

(a) Prior to April 1, 2021, the Disability Appeals Committee of the Board of Trustees of the
Kentucky Retirement Systems.

(b) Beginning April 1, 2021, the separate or joint Disability Appeals Committees of the
Board of Trustees of the Kentucky Retirement Systems and the Board of Trustees of the
County Employees Retirement System in accordance with KRS 61.665(4) and 78.545(11).

(21) "Department” is defined by KRS 61.510(3).

(22) "Dependent child" is defined by KRS 16.505(17) and 78.510(49).

(23) "Disability retirement date" is defined by KRS 16.505(16), 61.590(5)(b), and
78.510(51).

(24) "Duty-related injury" is defined by KRS 61.621(2) and 78.545(20).

(25) "Early retirement date" is defined by KRS 16.505(20), 61.590(5)(c), and 78.545(4).

(26) "Employee" is defined by KRS 61.510(5) and 78.510(6).

(27) "Employer" is defined by KRS 16.505(3), 61.510(6), and 78.510(7).

(28) "Employer's effective cessation date" is defined by KRS 61.522(1)(c) and
78.535(1)(c).

(29) "End of day" means:

(a) 11:59 p.m. Eastern Time, on the date referenced; and

(b) If the date referenced falls on a Saturday, Sunday, a public holiday listed in KRS

2.110, a day on which the retirement office is actually and legally closed, or any other state or

federal holiday that disrupts mail service, then the time period shall be met if the application,

documentation, form, notice, or other requested or required information is filed or submitted no
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later than 11:59 p.m. Eastern Time on the next business day following the weekend, holiday,

or date of closure.

(30) "Examiner" means the medical examiners as provided in KRS 61.665 and
78.545(11).

(31) "File" means a form or document has been received at the retirement office by mail,
fax, secure email, in-person delivery, or via Self Service on the Web site maintained by the
agency (if available).

(32) "Final compensation" is defined by KRS 16.505(9), 61.510(14), and 78.510(14).

(33) "Final rate of pay" is defined by KRS 16.505(10), 61.510(15), and 78.510(15).

(34) "Fiscal year" is defined by KRS 16.505(32), 61.510(19), and 78.510(19).

(35) “Full-time student” means a person:

(a) Enrolled in a postsecondary program of study that meets the full-time student

requirements of the institution in which he or she is enrolled;

(b) Enrolled in a continuing education or training program that meets the full-time

requirements of the program or institution in which he or she is enrolled; or

(c) Enrolled in high school or a GED program that meets the full-time student requirements

of the program or institution in which he or she is enrolled.

(36)[35] "Gainful employment" means work in any capacity that is, or may be, performed
with regularity and is, or may be, usually done for pay, whether or not pay is received,
including seasonal, volunteer, part-time, and on-call work.

(37)[36] "Grandfathered service" is defined by KRS 61.552(9)(b) and 78.545(7).

(38)[3#] "Hazardous disability" is defined by KRS 16.505(23) and 78.510(47).

(39)[38] "Hazardous position" means a regular full-time officer as defined by 16.505(22),

or a "hazardous position" as defined by 61.592(1)(a), 78.510(42), and 78.5520(1).
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(40) “Hazardous service” means the number of years and months of employment as an

employee in a hazardous position.

(41)[39] "Hospital and medical insurance plan" is defined by KRS 61.702(1)(a) and
78.5536(1)(a).

(42)[49] "In line of duty" or "act in line of duty" is defined by KRS 16.505(19) and
78.510(48).

(43)[44] "Inactive member" means a member who is not participating in the system.

(44)[42] "Increment" is defined by KRS 61.510(29) and 78.510(44).

(45)[43] "Instructional staff" is defined by KRS 61.510(48).

(46)[44] "Invalid," if used in reference to a form, means that the form does not meet the
requirements to be valid, and shall not be processed by the agency.

(47)[45] "Last day of paid employment" is defined by KRS 16.505(30), 61.510(32), and
78.510(45).

(48)[46] "Level percentage of payroll amortization method" is defined by KRS 61.510(28)
and 78.510(43).

(49)[4#] "Medical information" as used in KRS 61.610, 61.615, 61.665, 78.5526 and
78.5528:

(a) Means reports of examinations or treatments; medical signs that are anatomical,
physiological, or psychological abnormalities that can be observed; psychiatric signs that are
medically demonstrable phenomena indicating specific abnormalities of behavior, affect,
thought, memory, orientation, or contact with reality; or laboratory findings that are anatomical,
physiological, or psychological phenomena that can be shown by medically acceptable
laboratory diagnostic techniques, including chemical tests, electrocardiograms,

electroencephalograms, X-rays, and psychological tests; and
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(b) Does not mean written statements from medical providers alone unless accompanied
by supporting contemporaneous records as established in paragraph (a) of this subsection.

(50)[48] "Member" is defined by KRS 16.505(21), 61.510(8), and 78.510(8).

(51)[49] "Membership date" is defined by KRS 16.505(35), 61.510(36), and 78.510(33).

(52)[50] "Month" is defined by KRS 16.505(34), 61.510(35), and 78.510(32).

(53)[54] "Monthly average pay" is defined by KRS 16.505(41), 61.510(45), and
78.510(52).

(54)[52] "Monthly contribution rate” means the maximum contribution the systems will

pay toward the premium of a retired member based on:

(a) The amount determined by the boards as provided in KRS 61.702(1)(b), 61.702(4)(b)-

(d), 78.5536(1)(b), and 78.5536(4)(b)-(d) for a retired member who began participating in the

systems on or before June 30, 2003; or

(b) The amount per month earned by the retired member based on years of service as

provided in KRS 61.702(4)(e) and 78.5536(4)(e) for a retired member who began participating

in the systems on or after July 1, 2003.[is-defired-byKRS-64+-702(1)(b)and-78.5536(1(b)].

(55)[53] "Nominal fee" is defined by KRS 61.510(43) and 78.510(40).
(56)[54] "Non-core services independent contractor” is defined by KRS 61.5991(9).
(57)[55] "Nonhazardous position" is defined by KRS 61.510(44) and 78.510(41).

(58) "Nonparticipating position" means any position of employment with a participating

employer other than a reqular full-time position or a reqular full-time officer position.

(59)[56] "Normal retirement age" means the age at which the member meets the
requirements for his or her normal retirement date.
(60)[5#] "Normal retirement date" is defined by KRS 16.505(15), 61.510(18), 61.590(5)(a),

and 78.510(18).
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(61)[58] "Objective medical evidence" is defined by KRS 16.505(31), 61.510(33), and
78.510(46).

(62)[59] "Officers and employees of the General Assembly" is defined by KRS
61.510(20).

(63)[60] "Optional allowance" is defined by KRS 16.505(18).

(64)[64] "Participant” is defined by KRS 16.505(36), 61.510(37), and 78.510(34).

(65)[62] "Participating” is defined by KRS 16.505(33), 61.510(34), and 78.510(31).

(66)[63] "Participating employer" means any employer that participates in one (1) of the

systems operated by the agency.

(67) "Participating position" means a reqular full-time position, a reqular full-time officer

position, or other positions that meet the requirements of KRS 61.680(6)(a) and 78.545.

(68)[64] "Participation date" means the earlier of "membership date" as defined in this
section or the date on which the member began participating in another state-administered
retirement system if the member has not retired or taken a refund from the other state-
administered retirement system.

(69)[65] "Past service" is defined by KRS 61.552(5)(a) and 78.545(7).

(70)[66]"Person" means a natural person.

(71)[6#] "Premium" means the monthly dollar cost required to provide hospital and
medical insurance plan coverage for a recipient, a recipient's spouse, or a disabled or
dependent child.

(72)[68] "Prior service" is defined by KRS 16.505(5), 61.510(11), and 78.510(11).

(73)[69] "Provide," if used in reference to a form or other document, means the agency
makes a form or document available on its Web site (if appropriate) or by mail, fax, secure

email, or via Self Service on the Web site maintained by the agency (if available).
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(74)[#0] "Qualified domestic relations order" is defined by KRS 16.505(37), 61.510(38),
and 78.510(35).

(75)[#4] "Recipient" is defined by KRS 16.505(26), 61.510(27), and 78.510(26).

(76)[#2] "Reemployment" means the retired member's first date of employment with a
participating employer following his or her most recent retirement date.

(77)[73] "Regular full-time officers" is defined by KRS 16.505(22).

(78)[#4] "Regular full-time position" is defined by KRS 61.510(21) and 78.510(21).

(79)[#5] "Retired member" is defined by KRS 16.505(11), 61.510(24), and 78.510(23).

(80)[#6] "Retirement allowance" is defined by KRS 16.505(12), 61.510(16), and
78.510(16).

(81) "Retirement date" means a member's effective retirement date as described in KRS

61.590(5) and 78.545(4).

(82)[##] "Retirement office" is defined by KRS 16.505(28), 61.510(31), and 78.510(29).
(83)[#8] "School board" is defined by KRS 78.510(4).
(84)[#9] "School term or year" is defined by KRS 78.510(28).

(85) “Self-Service Web site” means the secure Member Self-Service or Retiree Self-Service

agency Web site.

(86)[80] "Service" is defined by KRS 16.505(6), 61.510(9), and 78.510(9).
(87)[84] "State" means the Commonwealth of Kentucky.

(88) “State-administered retirement system” means the retirement systems with

reciprocity as described in KRS 61.680.

(89) “Submit” means the required form, documentation, report, or payment has been

received by the retirement office via mail, fax, electronic mail, the Self-Service Web site, the
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Employer Self-Service Web site, or other mode specifically detailed in an administrative

regulation.
(90)[82] "Systems" means the State Police Retirement System (KRS 16.505 to 16.652),

the Kentucky Employees Retirement System (KRS 61.510 to 61.705), and the County
Employees Retirement System (KRS 78.510 to 78.852).

(91)[83] "Total and permanent disability" is defined by KRS 16.582(1)(a) and
78.5524(1)(a)1.

(92)[84] "Valid," if used in reference to a form, means that all required sections of a form
are filled out, the form has been fully executed by the required person or the person's legal
representative, and all supporting documentation required by the form is included with the
form.

(93)[85] "Volunteer" is defined by KRS 61.510(42) and 78.510(39).

(18 Ky.R. 1692; 2195; eff. 1-10-1992; 22 Ky.R. 1325; 3-7-1996; 31 Ky.R. 785; 1049; eff.
1-4-2005; 33 Ky.R. 2-2-2007; 44 Ky.R. 258; eff. 11-3-2017; 49 Ky.R. 1535, 1899; eff. 7-5-

2023.)
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APPROVED:

DAVID L. EAGER, DATE
EXECUTIVE DIRECTOR
KENTUCKY PUBLIC PENSIONS AUTHORITY
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PUBLIC HEARING AND PUBLIC COMMENT PERIOD: A public hearing to allow for public
comment on this administrative regulation shall be held on Tuesday, June 25, 2024, at 10:00
a.m. Eastern Time at the Kentucky Public Pensions Authority (KPPA), 1270 Louisville Road,
Frankfort, Kentucky 40601. Individuals interested in presenting a public comment at this hearing
shall notify this agency in writing no later than five workdays prior to the hearing of their intent to
attend. If no notification of intent to attend the hearing was received by that date, the hearing
may be cancelled. A transcript of the public hearing will not be made unless a written request
for a transcript is made.

If you do not wish to be heard at the public hearing, you may submit written comments on
the proposed administrative regulation. Written comments shall be accepted until June 30, 2024.
Send written notification of intent to be heard at the public hearing or written comments on the
proposed administrative regulation to the contact person.

KPPA shall file a response with the Regulations Compiler to any public comments
received, whether at the public comment hearing or in writing, via a Statement of Consideration
no later than the 15™ day of the month following the end of the public comment period, or upon
filing a written request for extension, no later than the 15" day of the second month following the
end of the public comment period.

CONTACT PERSON: Jessica Beaubien, Policy Specialist, Kentucky Public Pensions
Authority, 1260 Louisville Road, Frankfort, KY 40601, email Legal.Non-Advocacy@kyret.ky.gov,

telephone (502) 696-8800 ext. 8570, facsimile (502) 696-8615.

11
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REGULATORY IMPACT ANALYSIS
AND TIERING STATEMENT

Regulation number: 105 KAR 1:001
Contact person: Jessica Beaubien

Phone number: 502-696-8800 ext. 8570
Email: Legal.Non-Advocacy@kyret.ky.gov

(1) Provide a brief summary of:

(a) What this administrative regulation does: This administrative regulation establishes
definitions for Title 105 of the Kentucky Administrative Regulations.

(b) The necessity of this administrative regulation: This administrative regulation is
necessary to establish the definitions for Title 105 of the Kentucky Administrative Regulations.

(c) How this administrative regulation conforms to the content of the authorizing statutes:
This administrative regulation conforms to the authorizing statute by establishing definitions for
Title 105 of the Kentucky Administrative Regulations, which contains administrative regulations
for the Kentucky Public Pensions Authority and the systems for which it provides operations.

(d) How this administrative regulation currently assists or will assist in the effective
administration of the statutes: This administrative regulation will assist in the effective
administration of the statutes by establishing definitions for the administrative regulations in
Title 105 of the Kentucky Administrative Regulations.

(2) If this is an amendment to an existing administrative regulation, provide a brief
summary of:

(a) How the amendment will change this existing administrative regulation: This
amendment adds several new definitions.

(b) The necessity of the amendment to this administrative regulation: These additional
definitions are needed to assist in the effective administration of statues by establishing them
as definitions for the administrative regulations in Title 105 of the Kentucky Administrative
Regulations.

(c) How the amendment conforms to the content of the authorizing statutes: This
amendment conforms to the authorizing statute by adding definitions for Title 105 of the
Kentucky Administrative Regulations, which contains administrative regulations for the
Kentucky Public Pensions Authority and the systems for which it provides operations.

(d) How the amendment will assist in the effective administration of the statutes: This
amendment will assist in the effective administration of the statutes by adding definitions for
the administrative regulations in Title 105 of the Kentucky Administrative Regulations.

(3) List the type and number of individuals, businesses, organizations, or state and local
governments affected by this administrative regulation: This administrative regulation may
affect over 420,000 members of the systems for which the Kentucky Public Pensions Authority
provides operations as well as their spouses, dependent children, and beneficiaries.
Additionally, this administrative regulation may affect 1,452 employers that participate in the
State Police Retirement System, the Kentucky Employees Retirement System, and the County
Employees Retirement System. Finally, this administrative regulation will affect the Kentucky
Public Pensions Authority and the three (3) systems for which it provides operations, the State
Police Retirement System, the Kentucky Employees Retirement System, and the County
Employees Retirement System.

12
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(4) Provide an analysis of how the entities identified in question (3) will be impacted by
either the implementation of this administrative regulation, if new, or by the change, if it is an
amendment, including:

(a) List the actions that each of the regulated entities identified in question (3) will have to
take to comply with this administrative regulation or amendment: None.

(b) In complying with this administrative regulation or amendment, how much will it cost
each of the entities identified in question (3): This regulation will not cost any additional funds.

(c) As a result of compliance, what benefits will accrue to the entities identified in question
(3): This administrative regulation will assist all entities identified in question (3) with
understanding the administrative regulations in Title 105 of the Kentucky Administrative
Regulations.

(5) Provide an estimate of how much it will cost to implement this administrative regulation:
(a) Initially: None.
(b) On a continuing basis: None.

(6) What is the source of the funding to be used for the implementation and enforcement
of this administrative regulation: There is no funding needed.

(7) Provide an assessment of whether an increase in fees or funding will be necessary to
implement this administrative regulation, if new, or by the change if it is an amendment: There
is no increase in fees or funding required.

(8) State whether or not this administrative regulation establishes any fees or directly or
indirectly increases any fees: This administrative regulation does not establish any fees or
directly or indirectly increase any fees.

(9) TIERING: Is tiering applied? (Explain why or why not) Tiering is not applied. All entities
have the same requirements.

13

63



CERS Annual Board Meeting - Administrative

FISCAL NOTE

Regulation number: 105 KAR 1:001
Contact person: Jessica Beaubien

Phone number: 502-696-8800 ext. 8570
Email: Legal.Non-Advocacy@kyret.ky.gov

(1) What units, parts, or divisions of state or local government (including cities, counties,
fire departments, or school districts) will be impacted by this administrative regulation? 1,452
employers that participate in the State Police Retirement System, the Kentucky Employees
Retirement System, and the County Employees Retirement System may be impacted by this
administrative regulation.

(2) Identify each state or federal statute or federal regulation that requires or authorizes
the action taken by the administrative regulation. KRS 61.505(1)(g).

(3) Estimate the effect of this administrative regulation on the expenditures and
revenues of a state or local government agency (including cities, counties, fire departments, or
school districts) for the first full year the administrative regulation is to be in effect. None.

(a) How much revenue will this administrative regulation generate for the state or local
government (including cities, counties, fire departments, or school districts) for the first year?
None.

(b) How much revenue will this administrative regulation generate for the state or local
government (including cities, counties, fire departments, or school districts) for subsequent
years? None.

(c) How much will it cost to administer this program for the first year? None.

(d) How much will it cost to administer this program for subsequent years? None.

Note: If specific dollar estimates cannot be determined, provide a brief narrative to
explain the fiscal impact of the administrative regulation.

Revenues (+/-): None.

Expenditures (+/-): None.

Other Explanation: There is no fiscal impact associated with this administrative
regulation.

(4) Estimate the effect of this administrative regulation on the expenditures and cost
savings of regulated entities for the first full year the administrative regulation is to be in effect.

(a) How much cost savings will this administrative regulation generate for the regulated
entities for the first year? None.

(b) How much cost savings will this administrative regulation generate for the regulated
entities for subsequent years? None.

(c) How much will it cost the regulated entities for the first year? None.

(d) How much will it cost the regulated entities for subsequent years? None.

Note: If specific dollar estimates cannot be determined, provide a brief narrative to
explain the fiscal impact of the administrative regulation.

Cost Savings(+/-): None.

Expenditures (+/-): None.

Other Explanation: There is no fiscal impact associated with this administrative
regulation.
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(5) Explain whether this administrative regulation will have a major economic impact, as
defined below. "Major economic impact” means an overall negative or adverse economic
impact from an administrative regulation of five hundred thousand dollars ($500,000) or more
on state or local government or regulated entities, in aggregate, as determined by the
promulgating administrative bodies. [KRS 13A.010(13)]. This administrative regulation will not
have a major economic impact.
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Amendments
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Kentucky Public Pensions Authority
Perimeter Park West -1260 Louisville Rd. - Frankfort KY 40601-6124
Phone: (502) 696-8800 - Fax: (502) 696-8822 - kyret.ky.gov

| Print Form | Form 2010
Revised 03/2024

Election or Rejection of Participation

Employee Information

Name: Social Security Number:

Participation Status

I, , occupying a regular full-time position with
Name

asa
Employer Name Position Title

[ ] Elect [ ] Reject

membership in the County Employees Retirement System pursuant to the provisions of KRS 78.540(1).

Notice: Persons who elect to participate under this subsection may purchase service credit for any prior months by paying a

delayed contribution payment. The service shall not be included in the member's total service for purposes of determining
benefits under KRS 61.702 and 78.5536.

Certification

| hereby certify that the information provided on this form is correct and accurate. | acknowledge that | have full understanding that
any person who provides a false statement, report, or representation to a governmental entity such as KPPA is subject to the
penalty of perjury in accordance with KRS 523.010, et seq. | further acknowledge that if | knowingly submit or cause to be
submitted a false or fraudulent claim for the payment or receipt of benefit, | may be liable for repayment of benefits | was not
entitled to receive, but also liable for civil payments, legal fees, and costs.

Signed: Date:

Witness: Date:
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| Print Form | Form 7071
03/2024

Employer Self Service Employer Administrator
Account Creation Request

This form must be fully completed. Failure to provide all information may cause a delay in processing and/or rejection of your
request. If you have any questions regarding this form, please contact our office at (888) 696-8810.

Employer Information

Employer: Employer Code:

Employer Administrator Information

Please provide the following information for the individual who will act as an Employer Administrator for Kentucky Public Pensions
Authority's Employer Self Service (ESS) site. The Employer Administrator is the individual selected by each employer to
administer the users of the ESS site for that particular employer. This person is responsible for setting up new users and
maintaining those user accounts, including the assignment of security roles which control access to information from KPPA.

Name: Phone:

E-mail Address:

Certification
We acknowledge that this request will establish an Employer Administrator, and will allow the Employer Administrator to:
e Set up new users for the Employer Self Service site,

Manage those users by assigning or changing security roles,
Delete users,

Reset PINs and reset passwords,
Perform other duties as assigned by the employer, and
Have unrestricted access to all employer information on the Employer Self Service site.

The designated Employer Administrator will not:
e Share his or her password,
e Allow another person to access his or her account, or
e Use another person's account.

We understand that the unauthorized or improper use of this system may subject us personally and/or our employer to one or
more of the following: account cancellation, civil penalties, or criminal penalties.

Employer Administrator Signature: Date:

Agency Head Signature: Date:




CERS Annual Board Meeting - Administrative

Kentucky Public Pensions Authority
Perimeter Park West -1260 Louisville Rd. - Frankfort KY 40601-6124
Phone: (502) 696-8800 - Fax: (502) 696-8822 - kyret.ky.gov

| Print Form | Form 7075
Revised 03/2024

Employer Contact Information
Please complete the following information and fax this form to KPPA at (502) 696-8822.

Employer Information

Employer Name: Employer Code:

Mailing Address: City: State: Zip Code:
If the mailing address is a PO Box, please provide the physical location address below.

Address: City: State: Zip Code:
Agency Head

Name:

Phone (with extension): Fax: E-mail:

Agency Reporting Official as defined by KRS 78.510(20)

The individual named as reporting official for the agency is responsible for completing the monthly report.

Name:

Phone (with extension): Fax: E-mail:

Certification

| hereby certify that the information provided on this form is correct and accurate. | acknowledge that | have full understanding that
any person who provides a false statement, report, or representation to a governmental entity such as KPPA is subject to the
penalty of perjury in accordance with KRS 523.010, et seq.

Signed: Date:

Printed Name: Title:
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. FORM 7250
| Print Form Revised 03/2024
Verification of Payments Outside Regular Wages
Employer Information
Employer Name: Employer Code:
Address: City: State: Zip Code:
Reporting Official:

Please complete the following questions regarding the payment of wages outside regular earnings.

Does your agency pay employees any monies outside their regular salary, excluding overtime (i.e., Christmas bonus,
incentive pays, profit sharing, etc.)? [JYes [] No

If yes, please provide further information about these payments below.

What is the exact name of the payment?

Is this payment guaranteed in an employee's regular salary?

When are the payments awarded?

Are the payments built into personnel policy, or are they at the discretion of the employer?

Are these payments currently reported to Kentucky Public Pensions Authority?

If yes, what Payment Reason have you been designating for these funds?

Please attach any available documentation regarding these payments including any applicable personnel policies. Please
contact your Employer Reporting, Compliance and Education representative with any questions at 1-888-696-8810.

Certification

| hereby certify that the information completed on this form is true and accurate. | acknowledge that | have full understanding that any person
who provides a false statement, report, or representation to a governmental entity such as KPPA is subject to penalty of perjury in accordance
with KRS 523.010, et seq. | further acknowledge that if | knowingly submit or cause to be submitted a false or fraudulent claim for the payment
or receipt of benefit, the employer | represent, and | (personally) may be liable for restitution of the benefits for which the member was not
eligible to receive, civil payments, legal fees, and costs.

Printed Name: Title:

Signature: Date:
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1260 Louisville Road * Frankfort, KY 40601
Phone: (502) 696-8800 * Fax: (502) 696-8822 « kyret.ky.gov

Form 7280
Revised 03/2024

P KENTUCKY PUBLIC PENSIONS AUTHORITY

Employer Certification for Installment Purchase of Service

Employer Information

Employer Name: KRS Employer Code:

Certification and Acknowledgment

The undersigned hereby certifies that the agency shall comply with the contribution reporting requirements of KRS 16.645,
61.552(9), 78.545, 105 KAR 1:150, and applicable federal law concerning any agency employee purchasing service credit under
an installment purchase of service agreement with Kentucky Public Pensions Authority.

The undersigned acknowledges that the agency's failure to comply with the contribution reporting requirements of KRS 16.645,
61.552(9), 78.545, 105 KAR 1:150, and applicable federal law may result in the agency's termination from participation in the

retirement systems administered by Kentucky Public Pensions Authority.

The undersigned hereby certifies that the agency has authorized all of its employees participating with Kentucky Public Pensions
Authority to participate in the installment purchase of service program administered by Kentucky Public Pensions Authority.

The undersigned acknowledges a full understanding that any person who provides a false statement, report, or representation to
a governmental entity such as KPPA is subject to the penalty of perjury in accordance with KRS 523.010, et seq.

Printed Name:

Title:

Signature: Date:
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Form 7851
January 2024
Data Use and Reporting Agreement
Pursuant to 105 KAR 1:140, (“Employer”) is required to

Employer Name

submit reports and other information electronically to the Kentucky Public Pensions Authority (“KPPA”) using
the secure KPPA Employer Self Service website ("Website") or through the KPPA Secure Email Portal
("Portal"). Employer is also required to submit contributions and other payments. Reports, information, and
payments must be submitted in accordance with this Agreement and Applicable Law.

Employer will be submitting certain Personal Information (PI) through the Website or Portal that should be
transmitted securely in order to protect the privacy and security of the PI. Such PI must only be transmitted
through the Website or Portal in accordance with this Agreement and Applicable Law.

Article I - Definitions

Employer agrees that the following terms when used in this document shall have the meaning stated below:

(a) Agency Head shall mean the chief executive, official, or administrative officer with
whom the ultimate legal authority of the Employer is vested.

(b) Applicable Law shall mean applicable federal, state, and local statutes; court opinions
and orders; regulations; local rules; and policy requirements.

(© Creditable Compensation shall have the same meeting as the definition of creditable
compensation in KRS 61.510 and 78.510.

(d) Employer shall mean the organization listed in the blank space provided at the top of
this document.

(e) Individual shall mean a natural person.
® KAR shall mean the Kentucky Administrative Regulations.
(2) KRS shall mean the Kentucky Revised Statutes.

(h) Personal Information (PI) means an Individual’s first name or first initial and last
name in combination with the Individual’s:

(1) social security number;

(2) driver’s license number;

(3) personal identification number permitting access to the Individual’s account; or

(4) medical information.
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(1) Portal means the KPPA Secure Email Portal.

)] Reporting Official shall mean the person designated by the participating employer who
shall be responsible for forwarding all employer and employee contributions and a
record of the contributions to the system and for performing other administrative duties
pursuant to the provisions of KRS 16.505-16.652, 61.510-61.705, and/or 78.510-78.852.

(k) Systems shall mean the Kentucky Employees Retirement System, the State Police
Retirement System, and the County Employees Retirement System.

)] Website means the Kentucky Public Pensions Authority’s Employer Self Service
Website.

Article II - General Terms

2.1.  Interpretation of Provisions. In the event of an inconsistency between the provisions
of this Agreement and state or federal law, the state or federal law shall prevail. In the event of
inconsistency between the provision of this Agreement and the terms of 105 KAR 1:140, 105 KAR
1:140 shall prevail.

2.2.  Incorporation by Reference. The provisions of 105 KAR 1:140 and the Employer
Reporting Manual are incorporated herein by reference. By signing this Agreement, Employer
acknowledges that the Reporting Official, Agency Head, and all other employees with any
responsibility for reporting of retirement contributions and payments have read and understood 105
KAR 1:140 and the Employer Reporting Manual.

Article III - Obligations and Activities of Employer

Employer agrees to and acknowledges the following:

3.1.  Employer Acknowledgement of Understanding. The Reporting Official, Agency Head,
and all other employees with any responsibility for reporting of retirement contributions and payments
have read and understood 105 KAR 1:140 and the Employer Reporting Manual.

3.2.  Employer Obligation to Securely Transmit and Receive PI. Employer shall submit PI
through the Website or Portal in order to protect the privacy and security of the PI, and shall handle all
PI received from KPPA in accordance with this Agreement and Applicable Law. KPPA is not
responsible for the failure of Employer’s employees, representatives, agents, contractors, or
subcontractors to comply with Applicable Law in accessing, transmitting, receiving, or maintaining PI,
including PI received from KPPA.

3.3.  Employer’s Responsibility for Authorized Users. Employer shall be solely responsible
for ensuring that only authorized users access the Website, the Portal, or PI either through the Employer
or by use of any password, identifier or log-on received obtained, directly or indirectly, lawfully or
unlawfully, from Employer or any of Employer’s employees, representatives, agents, contractors, or
subcontractors, and all such acts and omissions shall be deemed to be the acts and omissions of the
Employer. KPPA shall not be responsible for the failure of Employer’s employees, representatives,
agents, contractors, or subcontractors to comply with this Agreement and Applicable Law in accessing,
transmitting, receiving, or maintaining PI, including PI received from KPPA.

-0
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Each Employer shall certify:

(a) That its authorized users shall only access the Website and the Portal and use, disclose, and
transmit PI for purposes that are consistent with this Agreement and Applicable Law;

(b) That its authorized users have agreed to hold any passwords, or other means for accessing the
Website and the Portal in a confidential manner and to release them to no other individual;
and

(c) That it has restricted access to the Website, the Portal, and PI and PHI only to the authorized
users that Employer’s Employer Administrator has identified pursuant to this Agreement
and 105 KAR 1:140.

3.4.  Agents, Contractors, and Subcontractors. Employer agrees to ensure that any agent,
including a contractor or subcontractor, to whom it provides access to PI received from KPPA, agrees in
writing to the same restrictions and conditions that apply through this Agreement to Employer with
respect to such PI. Such written agreement shall also require the agent to implement reasonable and
appropriate administrative, physical, and technical safeguards that reasonably and appropriately protect
the confidentiality, integrity, and availability of PI received from KPPA in accordance with this
Agreement and Applicable Law.

3.5. Training. Employer shall provide appropriate training to its employees, representatives,
agents, contractors, or subcontractors in security, privacy, and confidentiality requirements and
prohibitions relating to PI under this Agreement.

3.6.  Timely Submission of Reports, Contributions, and Payments. Employer shall timely
submit all reports, contributions, and payments required by KRS 16.505-16.652, 61.510-61.705, and/or
78.510-78.852 and 105 KAR 1:140.

3.7.  Effect of Failure to Timely Submit Reports, Contributions, and Payments. If Employer
refuses or fails to timely submit all reports, contributions, and payments required by KRS 16.505-
16.652, 61.510-61.705, and/or 78.510-78.852 and 105 KAR 1:140. KPPA may use any legal remedy
available to it to compel Employer to submit such reports, contributions, and payments and may apply
interest and penalties to the untimely reports, contributions, and payments to the extent authorized by
Applicable Law.

3.8.  Awvailability of Records or Information. Employer shall make records or information
available to KPPA in accordance with KRS 16.645, 61.505, 61.675, 61.685, 78.545, and 78.625, in a
time and manner designated by KPPA, for purposes of determining Employer's compliance with this
Agreement and Applicable Law.

3.9. Effect of Refusal to Provide Required Information. If Employer refuses to provide
the KPPA access to records or information requested in accordance with KRS 16.645, 61.505, 61.675,
61.685, 78.545, and 78.625 or does not respond to a request for information or records by the KPPA
made in accordance with in accordance with KRS 16.645, 61.505, 61.675, 61.685, 78.545, and 78.625,
KPPA may use any legal remedy available to KPPA to enforce KRS 16.505-16.652, 61.510-61.705,
and/or 78.510-78.852 and 105 KAR 1:140.

3.10. Notification of Claims. Employer shall notify KPPA within forty-eight (48) hours
upon notification or receipt of any civil or criminal claims, demands, causes of action, lawsuits, or

governmental enforcement actions arising out of or related to this Agreement or the PI received from
-3-
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KPPA, regardless of whether KPPA and/or Employer are named as parties in such claims, demands,
causes of action, lawsuits, or enforcement actions.

3.11. Assistance in Litigation or Administrative Proceedings. Employer shall make its
employees, representatives, agents, contractors, or subcontractors, available to KPPA to testify as
witnesses, or otherwise, in the event of litigation or administrative proceedings being commenced
against KPPA or its trustees, officers, or employees based upon a claimed violation of Applicable Law,

except where Employer or its employee, representative, agent, contractor, or subcontractor is named as
an adverse party.

Article IV - KPPA Obligations

4.1.  Indemnification. To the extent allowed by law, Employer shall reimburse KPPA for any
expenses, losses, damages, legal fees, attorney fees, or costs arising out of or related to any civil or
criminal claims, demands, causes of action, lawsuits, or governmental enforcement actions, whether
brought by a third party or asserted by Employer, arising out of or related to Employer's actual or
alleged acts and omissions (or those of its employees, representatives, agents, contractors, or
subcontractors) associated with Employer under this Agreement.

5.1.  Notice to Employer. KPPA shall notify Employer of the web address of the Website and
shall notify Employer if the web address changes.

5.2. Invoices. KPPA shall submit an invoice to Employer for any contributions, other
payments, interest, or penalties owed to KPPA that were not submitted contemporaneously with the

monthly detail and summary reports. KPPA may offset funds owed by the Employer to the systems
with funds owed to Employer by the systems.

Employer Signature

I hereby certify that the information completed on this form is true and accurate. I acknowledge that I have full
understanding that any person who provides a false statement, report, or representation to a governmental entity such as
KPPA is subject to penalty of perjury in accordance with KRS 523.010, et seq.

Name of Employer:

Agency Head or Reporting Official Signature:

Print Name:

Title:

Date:
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MIKE O'CONNELL
JEFFERSON COUNTY ATTORNEY

CiviL DIVISION

200 S. FIFTH STREET, 300N
FIRST TRUST CENTRE
LoulsVvILLE, KY 40202

{f.ﬁﬂ-'lfar.

(502) 574-6333

Jeff Derouen Sarah J. Martin
First Assistant Director

December 20, 2023

Betty Pendergrass, Chair

CERS Board

Kentucky Public Pensions Authority
1260 Louisville Road

Frankfort, KY 40601

RE: Waiver of Penalties for Louisville/Jefferson County Metro Government (Reporting Months
November 2022-July 2023)

Chair Pendergrass:

Louisville/Jefferson County Metro Government (“Metro™) requests the CERS Board to waive the
late reporting penalties for the reporting months November 2022-July 2023 based on the following grounds:

(1) The initial delay in reporting was outside of Metro’s control, as there were implementation
problems with the new KPPA integration. The integration was necessitated due to the fact that
Metro switched from using Oracle and PeopleSoft to Workday for finance, HR, planning and
spending-related tasks. The implementation problem was exacerbated by the fact that KPPA
could not accept historical data in order to test the integration. For example, the file for
December 2021 could not be run in August 2022, as the system compares what is submitted to
the most recent month. As a result, such a historical comparison would generate numerous
errors due solely to the passage of time between the two reporting months, rather than a true
error. That meant that Metro could only start testing the KPPA integration in September 2022
once the data from August 2022 was compiled in the new file. Further, KPPA’s testing system
was not always available for testing during September 2022, which delayed Metro’s ability to
test and adjust the new file.

(2) Metro did not have reporting delays prior to the new KPPA integration being implemented and
has not had reporting delays since the reporting was caught up. Metro is still trying to work
with KPPA to have the reporting become more of an automated process going forward.

(3) Metro was in constant communication and cooperation with D’Juan Surratt, Director,
Emplover Reporting, Compliance and Education and his division, both on the front end in
advising him of Metro’s intent to migrate to a new system and sending test files and during this
whole process of resolving the reporting issues.

{(4) Part of the delay in catching up was a result of an alleged KPPA policy or practice where only
one reporting month was allowed to be filed per month, which created a situation where Metro
was never going to catch up on its reporting as long as that practice continued. Only afier Mr.
Surratt allowed multiple months to be filed in August, 2023 was Metro able to catch back up,
evidencing that the enforcement of the policy or practice was arbitrary and unreasonable under
the circumstances.
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(5) The amount of the fines imposed, more than $760,000, is excessive, an unreasonable and
disproportionate penalty and arbitrary, especially given the other factors mentioned above.

Metro appreciates Mr. Surrati and his office’s cooperation with Metro in helping Metro get caught
up in the reporting. Metro also appreciates that office previously waiving the penalty for Reporting Month
October 2022.

However, Mr. Surratt has informed Metro that no other late reporting penalties will be waived. As
a result, Metro asks that its request for a waiver be presented to the CERS Board for a decision, as that body
has authority to take action pursuant to KRS 78.782(9)(d). Metro is prepared to attend a meeting on that
request, so that Metro representatives can answer any questions the Board members may have. Please advise
us of the date Metro’s request will be considered by the CERS Board.

Please let me know if you have any questions.

Respectfully,

Hawan ™ Foyas

Laura M. Ferguson

Assistant County Attorney — Civil Division
Office of Mike O'Connell - Jefferson County
Attorney

First Trust Centre

200 8. Fifth Street, Suite 300N

Louisville, KY 40202

cc: David Eager, Executive Director
Michael W. Board, Executive Director, Office of Legal Services
Ed Owens III, CEO, CERS
D’Juan Surratt, Director, Employer Reporting, Compliance and Education
Angela Dunn, Chief Financial Office, OMB
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February 6, 2024

Laura M. Ferguson

Assistant County Attorney — Civil Division

Office of Mike O’Connell —Jefferson County Attorney
First Trust Centre

200 S. Fifth Street, Suite 300N

Louisville, KY 40202

RE: Request to Waive Penalties for Louisville/Jefferson County Metro Government (Reporting
Months November 2022 — July 2023)

Dear Ms. Ferguson:

The County Employees Retirement System (CERS) Board of Trustees is in receipt of your letter
dated December 20, 2023, requesting a waiver of the late reporting penalties incurred by
Louisville/Jefferson County Metro Government. The CERS Chair, Ms. Betty Pendergrass, has recused from
this matter as a former employee of Louisville/Jefferson County Metro Government. This matter will be
introduced to the Board by the CERS Vice Chair, Lisle Cheatham, at the next regularly scheduled CERS
Board meeting on March 11, 2024, at 2 PM ET.

At that meeting, your letter of December 20, 2023, will be addressed as an agenda item for Board
consideration. A formal response to the merits of your letter will follow the March 11, 2024, CERS Board
meeting. Currently, the CERS Board is not requesting your presence at the March 11, 2024, meeting.
However, as it is a public meeting you may attend at Building A at 1260 Louisville Road, Frankfort,
Kentucky 40601, or you may view the meeting on the Kentucky Public Pensions Authority Facebook page.

Please do not hesitate to contact me with any questions. | can be reached at 502-696-8642 or at
Ed.Owens@kyret.ky.gov.

Sincerely,

Ed Owens, llI
Chief Executive Officer
County Employees Retirement System

County Employees Retirement System Betty A Pendergrass, Chair
1270 Louisville Road Lisle Cheatham, Vice-Chair
Frankfort, KY 40601 Ed Owens, CEO
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JOHNSON BRANCO & BRENNAN, LLP

PERSONAL SERVICE CONTRACT

THIS CONTRACT, made and entered into this __ day of 2024, by
and between Johnson Branco & Brennan, LLP, 326 West Main Street, Frank-
fort, Kentucky 40601, (“Contractor”), and the County Employees Retirement
System Board of Trustees (“CERS Board”), located at 1260 Louisville Road,
Frankfort, Kentucky 40601, for general counsel legal services as more particu-
larly described as follows:

. Scope of Work:

Contractor will provide general counsel legal services when needed and deter-
mined by the CERS Board, as set forth in Kentucky Revised Statute 78.782.

. Relationship of Parties:

Contractor warrants that all work performed by Contractor under this per-
sonal service contract shall be performed as an independent contractor.

. Fees:

For the services rendered by the Contractor, the CERS Board shall pay the
rates set forth in the “Fee Schedule” attached to this personal service contract.
The CERS Board understands and agrees that all time spent will be billed by
Contractor including, but not limited to, office meetings, court appearances,
travel, telephone calls, e-mails, research, pleadings, letters, file maintenance,
reviewing documents and file, and preparing exhibits. Contractor shall invoice
the CERS Board at the beginning of each month for work done in the prior
month. The invoice shall itemize the number of hours worked, in 1/10ths of an
hour increments, and a brief description of each task performed. Contractor
will be reimbursed for all necessary and reasonable out-of-pocket expenses, in-
cluding travel expenses.

. Duration and Termination:

The duration of this personal service contract shall run from July 1, 2024,
through June 30, 2025. At expiration, this personal service contract may be
renewed by negotiation for further periods. Termination or cancelation of this
personal service contract may occur by Contractor or the CERS Board upon
thirty days advance written notice provided by certified or registered mail.
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5. Conflicts of Interest:

Contractor certifies that it has not and will not pay or cause to be paid, any
money, fees, political contributions, or other things of value to any third party
as a result of or in relation to legal advice provided to the CERS Board, without
the prior informed written consent of the CERS Board.

Contractor certifies that it has not and will not accept any money, fees, or other
things of value from any third party as a result of or in relation to legal advice
provided to CERS Board, without the prior informed written consent of the
CERS Board.

The Contractor agrees it shall not engage, directly or indirectly, in any finan-
cial or other transaction with a trustee or employee of the CERS Board which
would violate standards of the Executive Branch Ethics provisions. Contractor
further certifies that neither the firm, nor its employees, have knowingly vio-
lated any of the Executive Branch Ethics provisions or the campaign finance
laws of the Commonwealth.

Contractor will not accept any new cases or matters in its practice which will
create a conflict of interest with CERS Board and will institute “ethical walls”
to protect against conflict of interests between Contractor, existing clients, and
the CERS Board.

6. Confidential Information:

Contractor may have certain access to confidential information maintained by
the CERS Board to the extent necessary to carry out its responsibilities and
shall presume that all information received pursuant to this contract is confi-
dential. Confidential information shall remain the property of the CERS Board
at all times. No confidential information collected, maintained, or used in the
course of the contract shall be disseminated except as authorized by law and
with the written consent of CERS Board.

7. Information Requests and Disclosures:

In the event that a subpoena or other legal process is served upon Contractor
for records containing confidential information, the Contractor shall promptly
notify the CERS Board and cooperate with CERS Board in any lawful effort to
protect the confidential information, at CERS Board’s expense. Contractor
shall promptly report an unauthorized disclosure of confidential information
to the CERS Board.

84



8.

10.

11.

CERS Annual Board Meeting - Johnson Branco Brennan Contract

Assignment and Amendments:

This contract may not be assigned by Contractor without the written consent
of the CERS Board. Modifications, amendments, or additions to this contract
shall only be effective when made in writing and signed by both parties.

Entire Agreement:

This personal service contract contains the entire agreement between the par-
ties. There are no other understandings, representations, or inducements be-
ing relied upon by either party except those expressly set forth in this personal
service contract or other writing which shall be signed by the parties and at-
tached hereto. The parties further acknowledge that they have read and un-
derstand this personal service contract and have received a copy of the same.

Severability:

The provisions of this contract shall be severable, and the unenforceability of
one or more provisions shall not affect the enforceability of any of the other
provisions. Additionally, if any provision of the contract, for any reason, is de-
clared to be unenforceable, the parties shall substitute an enforceable provision
that, to the maximum extent possible, preserves the original intention and eco-
nomic positions of the parties.

Controlling Law:

All questions as to the execution, validity, interpretation, construction, and
performance of this contract shall be construed in accordance with the laws of
the Commonwealth of Kentucky. Contractor consents to the jurisdiction of the
Franklin Circuit Court located in Franklin County, Kentucky.

AUTHORIZED AGENT DATE
CERS BOARD

03/26/2024
AUTHORIZED AGENT DATE

W. ERIC BRANCO
JOHNSON BRANCO & BRENNAN, LLP
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FEE SCHEDULE

Description of Service Amount
Attorney’s Fees: $175.00/hour
Paralegal and Legal Assistant Fees: $50.00/hour
Postage: Actual Cost
Copying: $0.15/page + Time for copying
Mileage (outside of Franklin County): Current IRS mileage rate
Advanced Expenses: Actual expenditures by firm.
B
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KENTUCKY PUBLIC PENSIONS AUTHORITY ('

David L. Eager, Executive Director

1260 Louisville Road - Frankfort, Kentucky 40601
kyret.ky.gov - Phone: 502-696-8800 - Fax: 502-696-8822 Kentucky Public

Pensions Authority

TO: County Employees Retirement System {(CERS) Board of Trustees
Kentucky Retirement Systems {KRS) Board of Trustees

Kentucky Public Pensions Authority (KPPA) Board {
| R frlz02y
FROM: Michael Lamb, KPPA, Chief Financial Officer *
CC: David Eager, KPPA, Executive Director; Rebecca Adkins, KPPA Deputy Executive Director;

Michael Board, KPPA Executive Director, Office of Legal Services; Ed Owens Ill, CERS
Chief Executive Officer; John Chilton, KRS Chief Executive Officer

DATE(S): April 8, 2024; CERS Annual Board Meeting
April 9, 2024; KRS Annual Board Meeting
April 25, 2024; KPPA Annual Board Meeting

RE: Annual Comprehensive Financial Report (ACFR) presentation

SUMMARY:

During the November 28, 2022, CERS and KRS Joint Audit Committee meeting, a discussion ensued
regarding the presentation of the financial statements in the June 30, 2022, ACFR. This discussion
included the relevance of a KPPA total in the financial statements as well as the potential for separate
CERS and KRS audit opinions and separate CERS and KRS ACFRs. During that meeting it was agreed that
further research needed to be conducted, and during the February 28, 2023, CERS and KRS Joint Audit
Committee meeting, a timeline for that research was presented.

Having completed this research it has been concluded that there are multiple options available on how
to present the audited financial statements of CERS, KRS, or KPPA that are appropriate and allowable,
and ultimately the decision is at the discretion of the board(s) of trustees and KPPA management.

RECOMMENDATION:

Beginning with fiscal year ended June 30, 2024, | recommend that KPPA contract with an outside
certified public accountant to perform two separate financial statement audits and have KPPA publish
two separate Annual Comprehensive Financial Reports:

¢ One ACFR for the County Employees Retirement System, and their related pension and
insurance trust plans.

and

e One ACFR for the Kentucky Retirement Systems, inclusive of the Kentucky Employees
Retirement System (KERS) and the State Police Retirement System {SPRS), and their related
pension and insurance trust plans.
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APPENDIX OF RESEARCH
BACKGROUND

The Kentucky Employees Retirement System (KERS) was established by the State Legislature on July 1,
1956. The State Police Retirement System (SPRS) and the County Employees Retirement System (CERS)
were established by the State Legislature on July 1, 1958.

Prior to 2021 all three systems were governed by a single board of trustees, This hoard of trustees,
management and staff were all referred to as the Kentucky Retirement Systems (KRS). Under-this single
board of trustees KRS issued one ACFR, including all three systems and their related pension plans and
the insurance trust plans (the last ACFR issued under this governance structure was for the fiscal year
ended 6/30/2020).

Effective April 1, 2021, the KRS Board of Trustees was replaced by three boards:

s A new 9-member board of trustees to oversee CERS (CERS Board). Three trustees are elected by
CERS membership, and six are appeinted by the Governor from a list of applicants submitted by
the Kentucky League of Cities, the Kentucky Association of Counties, and the Kentucky School
Boards Association.

e Areconstituted 9-member board of trustees, retaining the KRS name, to oversee KERS and SPRS
(KRS Board). Two trustees are elected by KERS membership, one is elected by SPRS membership,
and six are appointed by the Governor.

e A new 8-member board, to oversee the professional employees who provide administrative
support, investment management and conduct other activities on behalf of the CERS and KRS
Boards. These employees are part of the agency now called Kentucky Public Pensions Authority
{KPPA) and the board is referred to as the KPPA Board.

The KPPA Board is composed of four trustees from the CERS Board and four trustees
from the KRS Board as follows:
= The chair of KRS and the chair of CERS,
=  The KRS investment committee chair and the CERS investment committee chair,
»  Two KRS trustees selected by the KRS chair, one who was elected and one who
was appointed, and
s Two CERS trustees selected by the CERS chair, one who was elected and one
who was appoeinted.

This new structure was in place for the fiscal year ended June 30, 2021, and has been in place ever since,
including fiscal years ended June 30, 2022, and June 30, 2023,

For these past three fiscal years KPPA has continued to issue one ACFR including all three systems and
their related pensicn plans and the insurance trust plans. The external audits and related opinions for
these years were on the total of all three systems and the insurance trust plan (the KPPA total). This was
due to KPPA management concluding that KPPA met the definition of a Public Employees Retirement
System (PERS) under GASB. However, the appropriateness of that conclusion and subsequent
presentation of the financial statements was questioned prompting research to clarify how the financial
statements of these retirement systems and the insurance trust plan should be presented going
forward.
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GASB AUTHORITATIVE GUIDANCE:
GASB 67, paragraph 51 defines a public employee retirement system (PERS) as

“A special-purpose government that administers one or more pension plans; also may
administer other types of employee benefit plans, including postemployment healthcare plans
and deferred compensation plans.”

Special-purpose government: GASB 34 paragraph 134 discusses special-purpose governments but does
not offer a definition of the term. However, through the literature, we conclude that a special-purpose
government: is not a general-purpose government, that provides a single or limited set of services or
programs; has separate legal status; may be a component unit or other stand-alone government; and
can either be fiscally independent or fiscally dependent.

General-purpose government: Entities such as states, cities, counties, towns, and villages {GASB
34 paragraph 134). These governments provide multiple services, such as public safety, roads,
fire protection, and record keeping.

Separate legal status — a legally recognized organization with its own rights and obligations.

Component unit (GASB 14 paragraph 20}: Legally separate organizations for which the elected
officials of the primary government are financially accountable.

Other stand-alone government {GASB 14 paragraph 66}: Legally separate organizations that {a)
do not have a separately elected governing body and (b) do not meet the definition of a
component unit as discussed in paragraph 20. Other stand-alone governments include some
special-purpose governments, joint ventures, jointly governed organizations, and pools.

Fiscally independent or fiscally dependent (GASB 14 Paragraph 16):

A special-purpose government is fiscally independent if it has the authority to do all three of
the following:

a} Determine its budget without another government's having the authority to approve
and modify that budget.

b) Levy taxes or set rates or charges without approval by another government.

¢} Issue bonded debt without approval by another government.

A special-purpose government that is not fiscally independent is fiscally dependent on the
primary government that holds one or more of those powers. A special-purpose government
may be fiscally dependent on another state or local government regardless of whether it
receives financial assistance from that state or local government; fiscal dependency does not
necessarily imply that a financial benefit or burden relationship exists.

Administers: The term is not defined in the GASB literature. Through our technical inquiry with GASB
we asked them to provide a definition, but they would not do so because the literature does not do so.

There has been significant discussion between KPPA management and our external audit firm regarding
this definition and whether administer could also mean “govern”, as GASB would not confer with that
assumption, KPPA management does not interpret this definition to incorporate the term govern.

Merriam-Webster defines administers as: “to manage or supervise the execution, use, or conduct of.”
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Pension plan: (GASB 67 paragraph 51): arrangement through which pensions are determined, assets
dedicated for pensions are accumulated and managed, and benefits are paid as they come due.

Public employee retirement system PERS) CERS KRS

Yes

Component unit or other stand-alone Yes  Yes
government.

One or more pension plans Yes Yes

Meets GASB definition of a PERS YES YES
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KPPA Comments

Yes

Yes

YES

KPPA Budget approved by the State

KRS 78.782(1) The County
Employees Retirement System shall
be administered by the board of
trustees...

KRS 61.645(1) The Kentucky
Employees Retirement System and
State Police Retirement System
shall be administered by the board
of trustees of the Kentucky
Retirement Systems...

KRS 16.640 The government and
control of the system [SPRS] is
hereby vested in the board of
trustees of the Kentucky
Retirement Systems

KRS 61.505 KPPA is charged with
administrating day to day needs of
CERS and KRS including the three
components of a pension plan
{determination, accumulation,
payment).

KRS 78.782(9a) & KRS 61.645{9a) —
establishes the executive director

of KPPA as the chief administrative
officer of the CERS and KRS Boards.
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The GASB guidance requires the following:
GASB Codification (Sp20 .117):

“..A PERS that administers more than one defined benefit pension plan that is administered
through a trust that meets the criteria in paragraph .101 of Section Pe5 or OPEB plan that is
administered through a trust that meets the criteria in paragraph .101 of Section Po50
[which the CERS, KERS, and SPRS pension and insurance trust plans do] is required to
present in its financial report combining financial statements for all plans administered by
the system and, if applicable, required schedules for each plan. A PERS should meet this
financial statement requirement by {a) presenting a separate column for each plan
administered on the statement of fiduciary net position and the statement of changes in
fiduciary net position or (b) presenting combining statements for those plans as part of the
basic financial statements. [GASBS 34, 1140, as amended by GASBS 63, 118, GASBS 67, 15 and
1111, and GASBS 73, 915, 117, 91115, and 9116 and GASBS 74, 93, 15, and 118].

For the past three years, KPPA has met this GASB requirement in their Annual Comprehensive
Financial Report {(ACFR) by presenting combining statements (as allowed by (b) above) for all the
pension and insurance plans that KPPA administered (all CERS and KRS plans), with a KPPA total (not
a separate CERS or KRS total).

GASB CONCLUSIONS

KPPA management has concluded that both CERS and KRS, meet the definition of a PERS, as both these
systems {which include pension plans and other types of employee benefit plans) are administered by
their respective boards (statuterily). However, KRS 61.505 also grants the 8 member KPPA board
administrative duties related to the pension plans and other plans of both CERS and KRS, and KRS
78.782(9)(a) and KRS 61.645(9)(a) both designate the KPPA executive director as the chief adminstrative
officer for both the CERS Board and the KRS Board. As such, KPPA management can conclude that KPPA
also meets the definition of a PERS under GASB.

However, it does not seem likely that two special-purpase governments can both administer the same
pension plans at the same time. Therefore, concluding on who is administering the “one or more
pension plans” and is therefore defined as the PERS under GASB is ultimately the decision of the
board(s} of Trustees and KPPA management.

Based on the statutes granting KPPA most of the administrative duties of the pension plans, and the fact
that the statutes designate the KPPA executive director as the chief administrative officer for both the
CERS Board and the KRS Board, KPPA management concludes that KPPA shall be designated as the PERS
under GASB.
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INDUSTRY EXAMPLES:

Having reviewed all 50 State Pension System ACFRS we have noted three examples of ACFR
presentations.

Example 1: Closely “mimics” current KPPA ACFR presentation, administration, and governance.

Alabama - The Retirement Systems of Alabama’s (RSA) ACFR indicates that RSA includes the
Teachers Retirement System (TRS), the Employees Retirement System {ERS), and the Judicial
Retirement Fund (JRF). TRS and ERS are governed by two separate Boards of Control, yet RSA
issues ane combined ACFR, and the independent auditor’s report’s opinion is on the total
“Retirement Systems of Alabama” (not the individual systems).

Wyoming - The Wyoming Retirement System (WRS) includes a wide varjety of plans, and the
responsibility for the administration and operation of most plans is vested in the Wyoming
Retirement Board. However, the Volunteer Firefighter, Emergency Medical Technicians (EMT)
and Search & Rescue Pension Plan is controlled by a separate board and administered by the
Executive Director of the Wyoming Retirement System. Despite this separate administration
WRS issues one combined ACFR, and the independent auditor’s report’s opinion is on the total
“Wyoming Retirement System” (not the individual plans or systems).

Example 2: Multiple audit opinions within one ACFR

Rhode Island = The Employees Retirement System of Rhode Island is responsible for
administering 7 defined benefit plans, and 1 defined contribution plan. They have only one
governing body, the State of Rhade Island Retirement Board, which governs all eight of these
plans. The Basic Financial Statements show eight columns (one for each plan). In addition, there
is a separate “Memarandum Total” column showing the sum of these eight plans. The
independent auditor’s report’s opinion states “...the auditor audited the accompanying financial
statements of the plans...” (Individual plans are audited and opined upon)

Washington —The Washingtan State Department of Retirement Systems (DRS) administers 8
statewide retirement systems composed of 15 defined benefit plans. They have a state
investment board (for all systems/plans), but some systems have separate governing boards.
The financial statements show all 15 of these plans separately and a total column. The
independent auditor’s report’s opinion states “...we audited the accompanying financial
statements {including the individual fund financial statements) of the Washington State
Department of Retirement Systems (DRS)...” {Individual plans are audited and opined upon)

Example 3: Produce separate and distinct ACFRs.

Alaska - The Alaska Retirement Management Board governs two retirement systems: The
Alaska Public Employees Retirement Systems and the Alaska Teachers’ Retirement System. Both
systems’ administration is performed by the Division of Retirement and Benefits (DRB), and DRB
publishes two separate ACFRs, one for each system.

Michigan - Michigan has one administrative agency; that administers several retirement
systems, some of which are governed by separate boards, and each system issues a separate
ACFR.
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INDUSTRY EXAMPLES CONCLUSIONS:

KPPA management presented and discussed these example ACFR presentations during our GASB inquiry
and were told that GASB could not argue against the presentation of any of the examples provided.

KPPA management has concluded that the current presentation of one ACFR with a “KPPA total”
is compliant with GASB standards and can continue with the current practice if we choose to.,

KPPA management has also investigated the possibility of producing one ACFR with multiple
audit opinions as presented in Example 2 and has concluded that this presentation would be
compliant with GASB standards as well.

Furthermore, producing two separate audit opinions and two separate ACFRs would also be
compliant with GASB standards.

KPPA management has discussed the various options with users of the financial statements, mainly the
Office of the Controller, within the Finance and Adminstration Cabinet, of the Commonwealth of
Kentucky. KPPA management has consulted our own external audit firm, and a non-related external
audit firm. XPPA management has discussed these examples with the KPPA audit committee, various
trustees of both the CERS Board and KRS Board, as well as the CEOs of CERS and KRS. Furthermore,
there have been multiple internal discussions among KPPA management and staff as to the practicality
and appropriateness of all three examples presented above.

KPPA management concludes that there are multiple optigns available on how to present the audited
financial statements of CERS, KRS, or KPPA that are appropriate and allowable, and ultimately the
decision is at the discretion of the board(s) of trustees and KPPA management.

However, we understand that the presentation and “audit” of a “KPPA total” has little relevance to the
health and stability of the specific individual retirement systems, whereas a more stringent materiality
at a CERS and KRS level would bring more transparency to the health and stability of the specific
retirement systems, and therefore be more relevant.

Therefare, KPPA management recommends separate presentations of the CERS and the KRS in their
own freestanding ACFR.
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STATUTORY CONCLUSIONS:

KRS 78.782, Stipulates that CERS shall be administered by the CERS board of trustees, KRS 61.645
Stipulates that KERS and SPRS shall be administered by the KRS board of trustees, and KRS 61.505
Charges KPPA with administrating day to day needs of CERS and KRS including the three components of
a pension plan (determination, accumulation, payment), and KRS 78.782(9a) & KRS 61.645(9a) -
establishes the executive director of KPPA as the chief administrative officer of both the CERS and KRS
Boards

Therefore, KPPA management concludes that under GASB CERS, KRS, and KPPA all meet the definition of
a PERS.

However, it does not seem likely that two special-purpose governments can both administer the same
pension plans at the same time. Therefore, concluding on whao is administering the “one or more
pension plans” and is therefore defined as the PERS under GASB is ultimately the decision of the
board(s} of Trustees and KPPA management.

Based on the statutes granting KPPA most of the administrative duties of the pension plans, and the fact
that the statutes designate the KPPA executive director as the chief administrative officer for both the
CERS Board and the KRS Board, KPPA management concludes that KPPA shall be designated as the PERS
under GASB.

KRS 78.782 (12} (a): Requires KPPA to publish an annual financial report showing all receipts,
disbursements, assets, and liabilities of the systems. As this is a CERS statute, we interpret this to be an
annual report for CERS. The annual report shall include a copy of an audit conducted in accordance with
generally accepted auditing standards, and the CERS board of trustees must select either the
independent certified public accountant hired by KPPA or the Auditor of Public Accounts to perform the
audit.

KRS 61.645 {12)(a): Requires KPPA to publish an annual financial report showing all receipts,
disbursements, assets, and liabilities of the systems. As this is a KRS statute, we interpret this to be an
annual report for KERS and SPRS. The annual report shall include a copy of an audit conducted in
accordance with generally accepted auditing standards, and the KRS board of trustees must select either
the independent certified public accountant hired by KPPA or the Auditor of Public Accounts to perform
the audit.

These statutes are, at a minimum, vague regarding whether there shouid be a separate ACFR for the
CERS and KRS systems. KPPA management has concluded that these statutes allow for the board(s) of
Trustees and KPPA management to decide on how to produce the ACFR for the systems.

KPPA management recommends separate presentations of the CERS and the KRS in their own
freestanding ACFR.

KRS 61.505 {1)(e) Directs KPPA to hire a single external certified public accountant who shall perform
audits for both the [KRS and the CERS]. While KRS 78.782(2)(d) and KRS 61.645(2)(d} ~ Allows both the
CERS and the KRS boards “to contract for investment counseling, auditing, medical, and other
professional or technical services as required to carry out the obligations of the board subject to the
provisions of KRS Chapters 45, 45A, 56, and 57.”

KPPA management concludes that KRS 78.782(2)(d) and KRS 61.645(2)(d) allows the board(s) to hire
their own auditor for other audits such as forensic, internal control, other agreed upon procedures, etc.;
however, for the ACFR and related audit, KPPA management has interpreted KRS 78.782 {12} (a) and KRS
61.645 (12}(a) to require CERS and KRS to use the KPPA hired certified public accountant or the Auditor
of Public Accounts.

i6
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CERS Investment Portfolio Model
Investment Committee 02/28/2024

Asset Class

Public Equity
Private Equity
Total Equity

Core Fixed Income
Specialty Credit
Cash

Total Fixed Income

Real Estate
Real Return

Total Inflation Protected
Total Assets
Total llliquid Assets
Expected Return - 10 years* (%)
Expected Return - 30 years* (%)
Standard Deviation of Return (%)
+/(-) in Expected Return - 10 years (bps)
+/(-) in Expected Return - 30 years (bps)

+/(-) in SD Return (bps)

Sharpe Ratio**

Current ITD
Yields*
(12/31/2023)

10.25%
11.68%

2.79%
6.23%
3.34%

6.42%
5.14%

8.88%

CERS Annual Board Meeting - Investments

Current
Allocation*

51.30%
7.00%
58.30%

10.10%
20.20%

1.60%
31.90%

5.70%
4.00%
9.70%
99.90%
24.80%
6.90

7.79
9.51

0.72

* Current allocation reflects actual returns as of December 31, 2023
** Standard deviation & Sharpe ratio for current allocation is only 5 years

Current
Target

50.00%
10.00%
60.00%

10.00%
10.00%
0.00%
20.00%
7.00%
13.00%
20.00%
100.00%
28.50%
6.95

7.65
12.82

0.24
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Optimization Lower
Constraints  Risk A

45% - 80% 45.00%
0% - 10% 8.00%
53.00%

10% - 50% 10.00%
0% - 25% 23.00%

2% -5% 2.00%
35.00%

5% - 10% 5.00%
0% - 10% 7.00%
12.00%

100.00%

0% - 35% 28.00%

6.95
7.53
11.73

0
(12)
(109)

0.26

Optimization
Constraints  Lower Risk B

40% - 80% 40.00%
0% - 10% 7.50%
47.50%

10% - 50% 15.50%
0% - 20% 20.00%
2% - 5% 2.00%
37.50%

5% - 10% 5.00%
0% - 10% 10.00%
15.00%

100.00%

0% - 35% 27.50%
6.86

7.4
10.88

(9)
(25)
(194)

0.28

Wilshire 30-yr
Yield
Projections

7.15%
9.95%

4.80%
7.40%
3.55%

6.95%
7.35%
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Investment Office Update

April 8, 2024
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Asset Allocation Recommendation

Executive Summary
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Asset Allocation Approved by the Investment Committee

» The CERS Investment Committee approved Staff and
Wilshire’s recommendation to revise the Asset
Allocation Targets of the CERS Investment Policy
Statement

The asset allocation decision is the most
important decision for a Pension Plan, driving 90%
of return variability among portfolios

Capital Market Assumptions have changed
materially since the last allocation modeling work
was performed in November 2021

Prior market environment forced Plans including
CERS to shift out the risk spectrum in an effort to
achieve assumed rates of return

Asset Class

Revised Target Current Taraet Current Actual
Approved by the IC 9 Allocation+

Equity
Public Equity
Private Equity
Fixed Income
Core Fixed Income
Specialty Credit™
Cash
Inflation Protected
Real Estate
Real Return

45%
8%

10%
23%
2%

5%
7%

*Includes High Yield Fixed Income

+Aggregate Pension and Insurance allocations as of 03/22/24

**Pro Forma 5.8%

Pro forma weights reflect Ceres, Maritime Partners fully invested and Arctos Il 90% called
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Asset Allocation Approved by the Investment Committee

» The current market environment, largely driven by a Asset Only Efficient Frontier
regime shift that has resulted in significantly higher
interest rates and equity risk premiums nearing all-
time lows affords an opportunity to construct more
efficient portfolios

* Meaningfully lower expected risk levels — 9%
lower than the current portfolio

Similar levels of expected returns

Higher cash yields, increased liquidity and higher
expected Sharpe ratios

More diversified, balanced portfolios with less
dependency on economic growth

Lower risk and magnitude of significant
drawdowns
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Asset Allocation Approved by the Investment Committee

Wilshire’” Capital Market Assumptions used for Current Modeling

Wilshire’” Capital Market Assumptions used for November 2021 Modeling

1 Total llliquid Assets are constrained to not exceed 35%. llliquid Assets are defined as total of Private Equity, 50% of Specialty Credit, Real Estate and 50% of Real Return. -




Asset Allocation Approved by the Investment Committee

AssetClass

Current
Target

1

|Public Equity
|Private Equity
|Tol‘aIEq'uity

1

|Cure Fixed Income
|specialty credit
|Cash

| Total Fixed Income

1

| Real Estate

|Rea| Return

| Total Inflotion Protected
1

| Total Assets

1

|Tol‘aI Miquid Assets 1
1

|Eu'pe¢:l‘ed Return - 10 Years (%)
|Expected Return - 30 Years (%)

|Sl‘andard Deviation of Return (%)
1

|+/(-) in Expected Return - 10 Years (bps)
|+,o" () in Expected Return - 30 Years (bps)
|+/(-) in SD of Return (bps)

1

|sharpe Ratio

1

|Contribution to Asset Volatility (%):
|Eq'uity

|Fiued Income

|inflation Protected

1
|Cash Yield

1

|Growth Factor
|inflation Factor
1

|l'.iq'u.idf ty

| Market
|Stressed

50.00%
10.00%
60.00%

10.00%
10.00%
0.00%

Optimization
Constraints

CERS Annual Board Meeting - Investments

Allocation
Approved by the
Ic Asset Class

Current
Target

i
| Public Equity

|F"rivatE Equity

| Fotal Growth Assers

|

|specialty Credit

| Fotal Defensive Growth Assets
|

|CDrE Fixed Income

|Cash
| Fotal Defensive / Rate Sensitive Assets
|

|REEI Eztate

|REEI Return

| Fotal RA / Inflation Sensitive Assets
|

| Toral Assers

.
| Foeai titiguid Assets *
.

| Expected Return - 10 Years (%)
| Expected Return - 30 Years (%)
| Standard Deviation of Return (%]

| #/1- in Expected Return - 10 Years (bps)
| +/1 in Expected Return - 30 Years [bps)
| /(-] in 5D of Return [bps)

|
| Sharpe Ratio

|

| Contribution to Asset Volatility (9%):
| ‘Growth

| Defensive Growth

| Defensive/Rate Sensitive
|RA/Inflation Sensitve

|

| Cash Yieid

|
| Growth Factor

50.00%
10.00%
60.00%

10.00%
10.00%

10.00%
0.00%
10.00%
7.00%
13.00%
20.00%

100.0%

23.50%

Allocation
Approved by the
Ic

1 Total llliquid Assets are constrained to not exceed 35%. llliquid Assets are defined as total of Private Equity, 50% of Specialty Credit, Real Estate and 50% of Real Return.
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Asset Allocation — Historical Perspective

IC Approved
Revised
Allocation

IPS Target Actual Allocation IPS Target  Actual Allocation Current Actual
Asset Class

AssetClass 11120214+ 1112021+ nssetass 11/1/2021 11/1/2021 Allocation+

Growth Equity
US Public Equity 21.75% 23.0% Public Equity 50% 6.0% 52 4% 45.0%
Mon US Public Equity 21.75% 23.0% Private Equity A% 7.0% 8.0%
Private Equity 10.00%
High Yield/Specialty Credit 15.00% 5% Fixed Income

Fixed Income Core Fixed Income
Core Fixed Income 10.00% Specialty Credit*
Cash 1.50% 5% Cash

Diversifying Inflation Protected
Real Estate 10.00% Real Estate
Real Return 10.00% Real Return
Opportunistic 0%
++KRS IPS *Includes High Yield Fixed Income

+Aggregate Pension and Insurance allocations +Aggregate Pension and Insurance allocations as of 03/22/24
**Pro Forma 5.8%

Effective November 1, 2021, the inaugural standalone CERS asset allocation revised Asset Classes and Allocation Targets
. Specialty Credit: Reduced allocation target from 15% to 10% (~$850 million reduction)
. Opportunistic: Eliminated asset class, with the 3% investment in that allocation reclassified as Specialty Credit

> These 2 changes pushed the Specialty Credit allocation above the revised IPS range limit of 13%
> No new managers have been added to Specialty Credit since the 2021 IPS revision*

Pro forma weights reflect Ceres, Maritime Partners fully invested and Arctos 11 90% called
*A re-up was approved for an existing manager but no new capital was committed
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Composition of Specialty Credit Allocation

Specialty Credit Allocation

» Current CERS aggregate allocation to Specialty Credit is 19.5%,
by Strategy

with individual plan allocations ranging from 19.2% to 19.6%

* 49% is Private Credit
v Investing primarily in lending strategies,
with a focus on Senior Secured Debt
backed by assets
Receiving payback first as a result of
our senior position in the capital
structure
Earning higher yields than public credit, 8.3%
with added downside protection from 4.4% 13.5%

debt covenants @Global Credit Opportunities 9.5%
B Public High Yield Bonds 11.3%
B Opportunistic Structured Securities 9.4%
* 38%is Public High Yield (bonds and loans) @Public Leveraged Loans 7.6%
B Global Multi-Sector Credit 13.5%
@ Direct Lending 4.4%
e 14% is Global Multi-Sector Credit that W Direct Lending 8.3%
. . . . L. @ Asset-Based Lending 4.4%
invests in both public and private securities @ Direct Lending 3.9%
@ Direct Lending 3.4%
@ Direct Lending 5.9%

@ Regulatory Capital Relief Loans 18.3% -
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Specialty Credit Example: Blue Torch

Due Diligence completed, IC and Board approved, and funded in 2019-2020

1

Structure and Liquidity

v
v

v

Underlying Investment
Characteristics

v
v

v
v

KPPA-only separate account

3

Receive quarterly distributions of interest
and principal repayment if desired

KPPA can terminate investment with 150
days’ written notice

3-to-5-year floating rate loans

12-15% unlevered returns (SOFR + 650 and
above)

1-3% upfront fees paid by borrower

All deals must have financial covenants (e.g.
maximum leverage, minimum liquidity)

Capital Calls / Distributions

v Capital calls: Typically 1-2 per year, often to repay
subscription line used to fund deals

v’ Distributions: Target 6% annual, with quarterly
distributions (Note: KPPA elects to reinvest
distributions)

Fees and Expenses

v' Management fee: 0.75% (vs 1.5-2% for
private equity and real return strategies)

v' Performance fee: 15% over an 8% hurdle (vs
20% over a 6-8% hurdle)

v' Expenses are up sharply due to higher
interest rates. However, the additional
interest income received has outpaced the
growth in interest expense

Blue Torch 2021 2022 2023
Interest income S 186 $§ 352 S 428
Interest expense S 25 S 79 $§ 125

Netinterestincome $ 16.1 $ 273 $ 30.2 -




CERS Annual Board Meeting - Investments

Capital Calls and Distributions Reported Quarterly
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KENTUCKY COUNTY EMPLOYEES’ RETIREMENT SYSTEM
STRATEGIC PLAN 2024-2028
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EXECUTIVE SUMMARY

INTRODUCTION

The Kentucky County Employees Retirement System (CERS) was established July 1, 1958, by the
Kentucky General Assembly. Guidance for CERS is found in Chapter 78 of the Kentucky Revised
Statutes (KRS). Chapter 78 outlines the governing board structure, postretirement plan design,
membership, and authority for employee and employer contributions for both a Non-Hazardous
plan and a Hazardous plan. In 2020, the Kentucky General Assembly created a separate governing
board for CERS and effective April 1, 2021, the new governance structure was initiated.

Administrative support is provided by the Kentucky Public Pensions Authority (KPPA), also
created effective April 1, 2021 (KRS 61.505). CERS is represented by four Trustees on the KPPA
governing board along with four Trustees from the Kentucky Retirement Systems (Ky
Retirement). Ky Retirement is the governing board for the Kentucky Employees Retirement
Systems (KERS—hazardous and nonhazardous) and the State Police Retirement System (SPRS).
The relationship among the three board is illustrated below.

CERS BOARD OF TRUSTEES KY RETIREMENT SYSTEM

(9 Trustees) BOARD OF TRUSTEES
(9 Trustees)
General General
CEO CEO
Counsel Counsel

KY PUBLIC PENSIONS AUTHORITY
(Includes 8 Trustees from CERS & KRS)

\

Executive Director /
Chief Administrative Officer

Employees of cities, counties, and special purpose governments are covered by the CERS, a cost-
sharing multiple-employer defined benefit pension plan administered by the Kentucky Public
Pensions Authority (KPPA), an agency of the Commonwealth of Kentucky. In addition, employees
of Kentucky school districts whose positions do not require a degree beyond a high school
diploma also participate in CERS. As of April 1, 2021, Kentucky Revised Statute (“KRS”) Section
78.782 shifted the governance of CERS to a separate Board of Trustees of the County Employees
Retirement System. The CERS Board manages the CERS trust, including investment management.
KPPA provides the day-to-day administration (KRS 61.505) for accounting and benefit
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2024 — 2028 CERS Strategic Plan
Executive Summary (continued)

administration for CERS. The Kentucky General Assembly has the authority to establish and
amend benefit provisions.

CERS, KERS, and SPRS all provide defined benefit pension and other post-employment benefits
for public employees. Retirement benefits to these retirees adds over $S2 billion to the
Commonwealth’s economy across 120 counties.

This inaugural Strategic Plan outlines the key goals and objectives that the CERS Board of Trustees
hopes will provide a sustainable governing structure in compliance with the organizational
guidance in Kentucky Revised Statutes, Chapter 78. The CERS Board of Trustees recognizes the
importance of a partnership with key stakeholders in the Commonwealth, including public
employees, employers, professional associations, and the citizens of the Commonwealth. These
goals are focused on supporting the CERS organization, investment management, and support
services to our membership. Postretirement benefits for both pension income and
postretirement healthcare are critical for supporting all the public services to the citizens and the
public employees who provide those services. These benefits provide financial security to CERS
members and return an economic benefit to the citizens we serve.

The CERS Board of Trustees takes it fiduciary role very seriously. Governing statutes include
specific guidance about our fiduciary roles and compliance with both the Kentucky Executive
Branch Ethics Code and the CFA Pension Trustee Code of Conduct. In addition, Chapter 78
outlines the basic structures for investment management, Trustee education, as well as
accountability and transparency. Goals in this Strategic Plan were selected based on the
underlying guidance in Chapter 78 and the expectations of our stakeholders and the citizens of
the Commonwealth.

MISSION

To deliver governance for the postretirement plans that support the financial security of our
membership.

VISION
Provide a sustainable funding structure with an approach that is viable for all stakeholders.
CORE VALUES

We focus on supporting the KPPA delivery of quality customer service, providing a sound
investment strategy, and communicating with our stakeholders to demonstrate transparency
and accountability.

Our efforts will adhere to basic principles for quality customer service, ethical conduct,
excellence, fiduciary duty, and ongoing operational improvement. We also commit to
collaboration with the Kentucky Retirement System Board of Trustees to enhance the retirement
programs for KERS and SPRS, as well as CERS.

2024 CERS Strategic Plan Page 2 of 12
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2024 — 2028 CERS Strategic Plan
Executive Summary (continued)

STRATEGIC GOALS

Now that CERS has completed its organizational first year and adopted Board administrative and
governance policies, the focus of the 2024 — 2028 Strategic Plan includes the following goals to
strengthen the CERS retirement plans.

Goal 1 Actuarial Strengthen actuarial administration to achieve full funding of the CERS
plans.

Goal 2 Investment Enhance investment management to support prudent portfolio
performance and compliance oversight.

Goal 3 Finance Collaborate with Kentucky Retirement Systems to develop a cost-
effective administrative cost budget, financial management, and cost allocation
policies.

Goal 4 Administrative Provide structure to support efficient governance for CERS post-
retirement plans.

The Strategic Goals section outlines the goals, expands the discussion of objectives for each goal,
including targets and measurement principles, and describes how the CERS Board will identify
success. The last section of the Plan summarizes a proposed timeline for working on the goals
and objectives.

FUTURE PLANNING

The CERS Board of Trustees has developed this first five-year strategic plan to set the stage for
future improvements in managing the postretirement benefit plans for local government
employees. We also plan to update this strategic plan in the future to maintain a dynamic
governance and management structure for the CERS plans, members, stakeholders, and citizens.

2024 CERS Strategic Plan Page 3 of 12
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GOALS, OBJECTIVES, MEASURES AND TARGETS

Goal 1 Actuarial Strengthen actuarial administration to achieve full funding of the CERS
plans. (Approved by Actuarial Committee on November 2, 2022.)

Objective A. Actuarial assumptions reflect actual trends.

1)

Measure: The CERS Board will require the actuary to use industry
prevalent practices and methods for the analysis and recommendation
of actuarial assumptions (economic and demographic) for use in the
actuarial valuation.

Target: Annually in April.

Objective B. Avoid Negative Amortization.

1)

Measure: The CERS Board will work with the legislators on possible
future changes to the funding policy that is in Statute such that any
changes will not result in actuarial back loading (i.e. negative
amortization of the unfunded actuarial accrued liability).

Target: Ongoing.

Objective C. Attain 100% funded status in reasonable period.

1)

Measure: The financial goal is for the Systems to attain a 100% funded
ratio in a reasonable time period with the CERS Board-adopted
contributions increasing or decreasing as appropriate.

Target: January 2038.

Objective D. Monitor financial and economic risks to plan.

1)

Measure: The CERS Board will request the actuary to perform a risk
analysis or stress test from time to time to understand and quantify

possible financial risks due to possible changing economic conditions
or risks associated possible legislation that would result in materially
lower contributions.

Target: January 2025.

Goal 1. How Will the CERS Board Evaluate Success

1)
2)
3)

Employer contributions are consistent across the five years 2024 —2028.

Actuarial assumptions are consistent with actual experience.

Funded status continues to improve.

2024 CERS Strategic Plan

Page 4 of 12
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2024 — 2028 CERS Strategic Plan
Goals, Objectives, Measures, & Targets (continued)

Goal 2 Investment Enhance investment management to support prudent portfolio
performance and compliance oversight. (Investment Committee discussion
scheduled for May 2024.)

Objective A. Define timeline for asset-liability studies and development of
asset allocation goals.

1) Measure: .
Target: .
2)  Measure: .

Target: .

Objective B. Define policy for use of investment income for paying benefits.

1)  Measure: How much should be allocated to Tier 1 members?
Target:

2)  Measure: How much should be allocated to Tier 2 members?
Target:

3)  Measure: How should earnings on Tier 3 be allocated to member
accounts and benefits?

Target:

Objective C. Outline benchmarks to evaluate investment performance versus
actuarial analysis.

1)  Measure: Do investment gains exceed or fall below actuarial
assumptions?

Target:
2)  Measure: How does asset allocation affect investment performance?

Target:

Goal 2. How Will the CERS Board Evaluate Success

1)  Performance and compliance reports provide key information for CERS
Investment Committee and Board of Trustees oversight.

2)  Performance and compliance reports are readily available to
stakeholders on the KPPA website.

2024 CERS Strategic Plan Page 5 of 12
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2024 — 2028 CERS Strategic Plan
Goals, Objectives, Measures, & Targets (continued)

Goal 3 Finance Collaborate with Kentucky Retirement Systems to develop a cost-
effective administrative cost budget, financial management, and cost allocation
policies. (Finance Committee approved objectives 2/19/2024.)

Objective A. Work with Office of the CFO on CERS specific Annual
Comprehensive Financial Report (ACFR) issues.

1)

2)

Measure: .
Target:
Measure: .

Target:

Objective B. Ensure CERS specific policies and procedures surrounding
financial reporting are adequate.

1)

2)

Measure: .
Target:
Measure:

Target:

Objective C. Establish an Escalation Policy for the Office of the CFO regarding
policy decisions for the Committee

1)

2)

Measure:
Target:
Measure:

Target:

Objective D. Ensure that all regulations related to Participation of CERS
Employers and Employer duties are updated and codified

3)

4)

Measure:
Target:
Measure:

Target:

Goal 4. How Will the CERS Board Evaluate Success

1)

2)

KPPA approves administrative budget prior to submission to Governor’s
State Budget Director.

CERS provides input for managing administrative costs.

2024 CERS Strategic Plan

Page 6 of 12
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2024 — 2028 CERS Strategic Plan
Goals, Objectives, Measures, & Targets (continued)

Goal 4 Administrative Finalize structure to support efficient governance for CERS
retirement plans.

Objective A. Enhance Personnel Committee framework for CERS staff
evaluations, professional development, and succession planning.

1)
2)

3)

Measure: Adopt CEO Performance Plan.

Target: Annually in January

Measure: Evaluate CEO annually.

Target: Annually in June

Measure: Recruit Trustees for elected and appointed positions.
Target: July 2024 (Elected Trustees) & 2025 (Appointed Trustees

Objective B. Enhance communications with stakeholders.

1)

2)

3)

Measure: Periodic articles in association newsletters.
Target: Ongoing

Measure: Host webinars to highlight key retirement management
issues.

Target: September 2024

Measure: Periodic testimony to Public Pension Oversight Board to
highlight CERS performance and governance.

Target: Ongoing

Objective C. Formalize annual planning for Trustee Education.

1)

2)

3)

Measure: Educational sessions (January, July, & October) to provide a
minimum of 6 hours of CERS-sponsored education.

Target: Ongoing

Measure: Education catalog of videos provide Trustees with additional
resources for training hours, including specific training for New Trustee
Orientation sessions.

Target: July 2024

Measure: All Trustees meet the statutory requirements for 12 hours
of annual training.

Target: Ongoing

Objective D. Risk Management

1)

Measure: Establish methodology to evaluate effectiveness of Board
governance with an independent analysis of CERS Board governance.
Target: September 2024 and ongoing

2024 CERS Strategic Plan
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2024 — 2028 CERS Strategic Plan
Goals, Objectives, Measures, & Targets (continued)

Objective E. Evaluate CERS By-Laws and administrative policies to improve
Board’s effectiveness and enhance transparency.

1)

2)

Measure: By-laws updated to incorporate recommendations from
governance evaluation consultant.

Target: 2025

Measure: Administrative policies updated to incorporate
recommendations from governance evaluation consultant.

Target: 2025

Objective F. Initiate planning process to update CERS Strategic Plan.

1)

Measure: Ad-Hoc Committee appointed to review and update
Strategic Plan.

Target: 2028

Goal 6. How Will the CERS Board Evaluate Success

1)
2)

3)
4)

6)

Timetable and criteria are established for CEO evaluation.

Stakeholders’ feedback provides insights for additional improvements
for system governance.

Annual Trustee Education classes scheduled each year.

Timetable and criteria are outlined for evaluation of CERS Board
governance.

By-laws and administrative policies are updated or confirmed as
effective guidance for governance and accountability.

Process established for updating the CERS Strategic Plan.

2024 CERS Strategic Plan
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123



CERS Annual Board Meeting - CERS Strategic Plan

2024 - 2028 CERS STRATEGIC PLAN TIMETABLE

This section outlines a proposed timetable for implementation activities for each Goal and
Objective of the Strategic Plan. This timing establishes a proposed schedule for activities that will
contribute toward the goals and objectives. Activities may be assigned to CERS Executive Staff,
the CERS Board and its Committees, with requests for assistance as needed from the KPPA
administrative staff.

GOAL/OBIJECTIVE 2024 | 2025 2026 2027 2028

Goal 1. Actuarial Strengthen the actuarial administration to achieve full funding of the CERS plans.

1) Actuarial assumptions reflect actual trends

2) Avoid negative amortization.

3) Attain 100% funded status (2040).

4) Monitor economic & financial risks.

GOAL/OBIJECTIVE 2024 | 2025 2026 2027 2028

Goal 2. Investment Enhance investment management to support prudent portfolio performance and
compliance oversight.

1) Asset Liability study policies.

2) Investment earnings allocation policies

)
)

3) Benchmarks for actuarial results
)

4

GOAL/OBJECTIVE 2024 | 2025 2026 2027 2028

Goal 4. Finance Collaborate with Kentucky Retirement Systems to develop a cost-effective
administrative cost budget, financial management, and cost allocation policies.

1) Annual Comprehensive Financial Report

N

CERS reporting policies

w

)
)
) Escalation policy
)

4) Employer participation policies

2024 CERS Strategic Plan Page 9 of 12
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2028 CERS Strategic Plan

Timetable (continued)

GOAL/OBJECTIVE 2024 | 2025 2026 2027 2028

Goal 6. Administrative Finalize structure to support efficient governance for CERS post-

retirement plans.

1)

CERS staff evaluations, professional
development, and succession planning.

2)

Enhance communications with stakeholders.

3)

Formalize annual planning for Trustee
education.

4)

Risk Management.

5)

Evaluate CERS By-Laws and administrative
policies to improve Board’s effectiveness and
enhance transparency. -

6)

Strategic Plan.

2024 CERS Strategic Plan Page 10 of 12
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MEMORANDUM

DATE: April 8, 2024

TO:

CERS Board of Trustees

FROM: Ed Owens, 1l

CEO

SUBJECT: CEO Quarterly Report

A few of the issues | worked on during the first quarter are as follows:

1.

Strategic Planning. The CERS Board has deemed it important that we move forward with a 3-year
strategic plan for each CERS committee that will roll into a strategic plan for the CERS Board. At the
same time, KPPA has undertaken a strategic planning process for their organization. KPPA has hired
a consultant, Provaliant, to lead them to establish strategic initiatives important for all KPPA over
the next five (5) years. It will be important to CERS that we are able to identify synergies with the
KPPA plan and incorporate our plan/objectives into the broader KPPA initiative. Rebecca Adkins has
been identified by KPPA as their strategic planning champion. She will be responsible for
coordinating all their strategic initiatives. | have had preliminary conversations with Rebecca
concerning our desire to implement CERS-focused strategic initiatives within their overall plan.
Once the CERS committees have finalized their plan, and those plans have been collectively ratified
by the CERS Board, | will start to schedule regular meetings with Rebecca to ensure that our
strategic plan can be implemented.

State Treasurer. The newly elected State Treasurer, Mark Metcalf, reached out to me to schedule a
meeting. | met with the Treasurer, and his entire senior management team, to discuss a wide range
of issues. The Treasurer wanted to ensure that our Board was focused on the fiduciary
responsibility to providing the best returns possible for CERS members and that our Board was not
focused on or interested in social investing that would be embodied by ESG investing. | assured the
Treasurer that our Board, as evidenced by our current investments, were not engaged in any ESG
investing and in fact we had been able to rework/re-negotiate our contracts with equity Investment
Managers to ensure all proxy votes were voted in accordance with our already established CERS
Proxy Voting policy. Further, | communicated to the Treasurer that we were already posting the
results of any proxy votes to our website at a time when some other pension plans in the state were
still in the RFP phase of figuring out how to comply with HB 236.

County Employees Retirement System Betty A Pendergrass, Chair
1260 Louisville Road George Cheatham, Vice-Chair
Frankfort, KY 40601 Ed Owens, CEO
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The Treasurer and | agreed that we would meet on a semi-regular basis to discuss issues of the day
and to ensure that his Office has a sense of the strategic direction of the CERS Board. | agreed to
share with his office the quarterly investment results for our plan. All this information is otherwise
readily available on the KPPA website. | am aware that the Treasurer had a similar meeting with
John Chilton from KERS and a representative of TRS.

Kentucky Legislative Session. The 2024 legislative session was filled with legislation that potentially
would impact the CERS pension system. There were bills that would have directly impacted CERS.
Neither of those bills passed the legislature. There was legislation that would have provided a 13"
check for KERS and SPRS retirees that ultimately did not pass the legislature. The legislature did;
however, provide K Non-HAZ with additional funding of S600 million over the biennium to pay down
the unfunded liability of their system.

The KPPA Housekeeping Bill was passed by the General Assembly and sent to the Governor for his
signature. One of the most impactful sections of the housekeeping bill would allow KPPA to send
initial disability claims to one doctor instead of three. The hope is that the system will save money
at the same time it speeds up the disability hearing process.

Asset Allocation. Continued to work with the Investment Committee, the KPPA Investment Office,
and Wilshire to finalize the asset allocation for CERS. The committee has recommended an asset
allocation for potential ratification by the CERS Board which would bring every asset class into range
while maintaining the return expectation of the portfolio (6.96%) and taking over 100 basis points of
risk out of the portfolio. Thereby placing the risk adjusted return of the CERS portfolio in the top
five percent in the public pension fund industry. The committee, the investment office and Wilshire
have all spent considerable energy to come up with an asset allocation that will give the appropriate
direction to the investment office while maintaining investment upside potential.

Investment Policy Statement Revision. | continue to work with Wilshire to mockup a draft IPS
revision for consideration by the Investment Committee and ultimately the CERS Board. Revisions
to the IPS will be dependent on the final asset allocation ratified by the CERS Board. Accordingly,
the sooner the asset allocation is finalized, the sooner a draft of changes to the IPS can be
considered by the investment committee. It is the hope of the committee that all changes to the IPS
can be ratified before the end of Fiscal Year 2024.

Louisville Metro. | was initially asked to coordinate the CERS Board’s response to a letter received
from Louisville Metro government concerning penalty fee waivers. | had several meetings with
Rebecca Adkins, members of ERCE and CERS Trustees who had been assigned the task of providing a
response. The responsibility to respond to Louisville Metro has seemingly been transferred to CERS
legal counsel.

Annual Comprehensive Financial Report. | had the opportunity to meet with the KPPA CFO, Mike
Lamb, to discuss the potential recommendation of two ACFRs for the C and K systems. Mike was
very gracious to seek input on a decision that was his to make. | had the opportunity to put forth
the reasons | thought separate ACFRs for C and K would be the best result for the systems.

County Employees Retirement System Betty A Pendergrass, Chair
1260 Louisville Road George Cheatham, Vice-Chair
Frankfort, KY 40601 Ed Owens, CEO
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CERS Trustee Education Hours Summary

2023-2024

Name Current Hours |Hours Needed| Due Date
Merl Hackbart 12 0 3/31/2024
George Cheatham 16 0 3/31/2024
William O'Mara 18 0 3/31/2024
Jerry Wayne Powell 12 0 3/31/2024
Betty Pendergrass 23 0 3/31/2024
Patricia P. Carver 18.5 0 3/31/2024
J. Michael Foster 8 4 7/1/2024
J.T. Fulkerson 6 6 7/1/2024
Martin Milkman 6.5 5.5 7/1/2024
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To: County Employees Retirement System Board
From: David Eager, Executive Director

Date: April 8, 2024

Subject: KPPA Update

I STAFFING: We currently have a staff of 258 which is below our cap of 270. We requested
an increase in the cap to 284 over the next two years. However, the increase has been struck
from the budget bill. We are trying to get those put back in.

Il RETIREMENTS: Below represents the historical data regarding the membership numbers:

Membership as of June 30, 2018 Membership as of June 30, 2023

CERS 242,185 277,371
KRS 134,477 141,386
SPRS 2,626 2,852

Total 379,288 421,609

In comparison to the 11% increase in membership, KPPA staff numbers remained relatively flat
only increasing approximately 1% from 247 as of June 30, 2018 to 250 as of June 30, 2023.

KERS retirements have decreased from 1,761 in 2019 to 1,254 in 2024. CERS retirements have
decreased from 3,805 in 2019 to 3,261 in 2024. There was also a decrease SPRS retirements from
60in 2019to 11 in 2024.

M. LOUISVILLE OFFICE: On January 18th, KPPA Executive Staff met with leadership from the
Finance and Administration Cabinet, including Secretary Johnson, to discuss options for the lease
of office space in Louisville for KPPA Investments Staff. We are no longer pursuing a legislative fix
to the issue; however, we are continuing to work with the Finance and Administration Cabinet to
issue an “invitation” (RFP) for potential property. Finance staff have been responsive, and they
now have the available staff to address our needs. Between January 31st and February 23rd,
KPPA and Finance staff met several times to finalize our Agency Request. The request is for
approximately 3,500 square feet and will include a conference room in addition to offices and
workstations. Finance is finalizing the invitation (the "property RFP"). We anticipate that the
invitation will be issued in the coming weeks.
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Iv. ANNUAL COMPREHENSIVE FINANCIAL REPORT (ACFR) and SUMMARY ANNUAL
FINANCIAL REPORT (SAFR): The ACFR was published to the KPPA website on December 8, 2024,
and the SAFR was published to the KPPA website on January 10, 2024. Below are additional
details regarding the distribution of the SAFR.

Print Distribution:

e 4,000 print copies were ordered

e Copies were mailed to 1,420 participating employers the week of February 19t

e Copies were provided to the Legislative Research Commission (LRC) on February 19t for
distribution to legislators

e Two (2) copies were provided to all Trustees via U.S. Mail

e Copies are available onsite at KPPA

Currently, the ACFR is available in electronic form only.

LEGISLATIVE UPDATE: Kentucky General Assembly 2024 Regular Session Update
Several retirement-related bills have passed both chambers of the General Assembly and are
currently under review by the Governor.

House Bill 99 (Rep DJ Johnson), the KPPA Housekeeping bill, amends various sections of KRS
Chapters 16, 61, and 78 to make technical and housekeeping changes relating to KPPA's
administration of the systems. Of particular note, the bill changes the disability application
review process to permit one medical examiner to review initial applications and approve a
member for disability with no additional reviews required. If disability is denied, up to two more
examiners will review the application to achieve majority consensus for approval or disapproval
of disability. This change is expected to speed up the review process and provide cost savings to
KPPA’s administrative expenses while maintaining the applicant’s right to a thorough review of
their application.

House Bill 99 was sent to the Governor on March 28 for his review and consideration.

House Bill 1 (Rep Jason Petrie, et al) allocates money from the Budget Reserve Trust Fund
Account, commonly known as the state’s “Rainy Day Fund,” to be applied to the unfunded liability
of the KERS Nonhazardous pension fund and the SPRS pension fund ($50 million and $25 million
each fiscal year, respectively). The Senate’s version of the bill included money to pay for a one-
time “13t™ Check” for some KERS and SPRS retirees but that allocation was removed from the
final version of the bill.

House Bill 6 (Rep Jason Petrie, et al) is the State/Executive Branch budget bill for the biennium
beginning July 1, 2024, through June 30, 2026. The budget includes the full actuarially determined
employer contribution rate for the KERS and SPRS plans, and it allocates an additional $250
million in each fiscal year to be paid toward the unfunded liability of the KERS Nonhazardous
pension fund. The budget includes a 3% raise for state employees in each year of the biennium,
and it restores some, but not all, of the money KPPA requested to spend from our restricted
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funds toward our administrative budget (no General Fund monies are used for this purpose: this
is pension fund money but the General Assembly grants KPPA permission to use it). House Bill 6
does not contain a COLA or other form of supplemental payment (such as a “13t™ check”) for
retirees. This means there are no budget bills that contain a COLA or other form of supplemental
payment for retirees in any of the systems administered by KPPA.

House Bill 277 (Rep Jason Nemes) transfers employees of the Louisville and Jefferson County
Public Defender Corporation to the Department of Public Advocacy in the state personnel system
to provide employment and retirement benefits based on their service with the Corporation. It
is estimated that 95 current employees would be affected by this transfer. No more than 25 of
these 95 employees might be eligible to receive an earlier participation date based on their
employment date with the Corporation, which means those employees may receive higher
benefit payments than if they had received benefits under Tier 3. However, due to the limited
number of individuals who might qualify for an earlier participation date, GRS does not expect
this bill to have a material financial impact on any of the systems. The bill has an Emergency
clause, and the transfer would take effect on July 1, 2024.

House Bill 354 (Rep DJ Johnson) requires the Department of Education to pay to KPPA the health
insurance premium reimbursements required for retirees who participated in a hazardous
position prior to July 1, 2003, and are reemployed by a local school board. It also provides that
local school board employees who are retirees who participated in a hazardous position prior to
July 1, 2003, shall have the cost of their retiree health insurance reimbursed to KPPA.

House Bill 635 (Rep David Meade) implements additional reporting requirements for actuarial
analyses and expands the required supporting documentation and explanations of findings for
fiscal and corrections impact statements. In pertinent part to KPPA, the bill amends KRS 6.350 to
require an actuary performing an actuarial analysis to clearly note and describe a new assumption
or method and the basis for selecting the assumption or method, including any documentation,
studies, written opinions, calculations, or citations in support of their choice. It also requires the
actuary to certify that the information provided in the analysis is accurate. House Bill 635 was
delivered to the Governor for his consideration on March 28.

The General Assembly is currently scheduled to return to Frankfort on Friday, April 12 for
Legislative Day 59 of the 2024 Regular Session, and will adjourn Sine Die on Monday, April 15,
2024.

V. ACTUARIAL ANALYSIS STATEMENTS: Staff has prepared 75 Actuarial Analysis Statements
during the 2024 Regular Legislative Session to date.

VI. NEWSLETTERS: 2023 was the first time since 2008 that KPPA issued three Member and

Retiree Newsletters in a single year. We are continuing this practice in 2024 as our newsletter
metrics continue their upward trend. The KPPA Division of Communications emailed the 2024
Winter Edition of Pension Insights to 213,369 members on February 26, 2024. As of March 1%,
that newsletter had a 50% open rate. The 2023 Fall Edition's 53% open rate is the highest that
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KPPA has experienced since our ability to accurately track newsletter performance began in May
of 2019. During the past five years, the open rate has ranged from 39% to 53%.

VIl.  ALL EMPLOYEE MEETINGS: Our most recent All Employee Meetings were held onsite in
the Building C Boardroom and virtually on March 26t and 27t.
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