FINANCE AND ADMINISTRATION CABINET
Kentucky Public Pensions Authority
(Amendment)

105 KAR 1:140. Employer's administrative duties.
RELATES TO: KRS 16.505-16.652,H6-583;—36-64518);118A.095, 18A.105, 61.505-61.705{6+546;

569-61+597-61598-61 66756168561 , 78.510-78.852f78- 5 T8 6H6 7862578 , 26 U.S.C. 401(a)
(17), t3H463¢b);1408(a), (b), H4H4(e)6)45Hb)$13121(b)(10), 41 C.E.R. Part 105-64, —+- —Peb- D i
v—BFi ; FR3+ 5 FRS5192¢a);1 42 C.F.R. 423.504(b)(4)(vi), 45 C.F.R. Parts 160, 162, 164
STATUTORY AUTHORITY: KRS 61.505(1)(g)H6-6458), 61.5655-6+-645(N e}, 61.675, {F8-545(339;478.625, 78.635
NECESSITY, FUNCTION, AND CONFORMITY: KRS 61.505(1)(g)_authorizes the Kentucky Public Pensions Authorityf6+-645(9)e}
gtres—the Board-of Frustees—o entaeleyrRetirement-Systems} to promulgate administrative regulations on behalf of the Kentucky
Retirement Systems and the County Employees Retirement System that are consistent withfreeessary-or-preperin-orderte-earryout-the
provistens-of} KRS 16.505 to 16.652, 61.505, 61.510 to 61.705, and 78.510 to 78.852. Employers participating in the Kentucky Employees
Retirement System, County Employees Retirement System, and State Police Retirement System are required by KRS 16.545, 16.645(38)1,
61.543, 61.560,_61.565, 61.637, 61.675, {7#8-545(33)—and]j61.702, 78.5536, 78.5540, 78.610, 78.615, 78.625,_and 78.635 to make
contributions to thef-retirement] systems,f+te} report creditable compensation and other information that the systems may require to the
Kentucky Public Pensions Authorityfretirement-systems-and-otherinformation-that-the Board-of Trustees-mayrequire], and perform other
duties and responsibilities as participating employers.f-26 -C40Ha places—atimit-onthe-ame of-ereditable-compensation-on
which—eontributions—may—be-made] This administrative regulation sets out the administrative duties and reporting requirements for all
participating employersfageneies].

Section 1. Definitions.

5

or interim.
(2). "Confidential member account information" means information or data that relates directly or indirectly to a member's account at the

county.
(4) "Employer Self-Service Web site" or "ESS Web site" means a secure agency Web site that:

County Fee Employer.
(7). "Excess contributions" means employee contributions that exceed what is required by statute.

(9) "KHRIS Employer" means employers subject to KRS Chapter 18A.

(10) "Non-renewable" means a position created for a fixed period of time that cannot be filled, renewed, or reused after the fixed period
of time has lapsed.

(11) "Personal identifiable information" or "PII" is defined by 41 C.F.R. Part 105-64.

(12) "Protected health information" or "PHI" is defined by 45 C.F.R. 160.103.

reporting details that cannot be submitted through KHRIS.

Section 2. Kentucky Public Pensions Authority Employer Reporting Manual. All employers shall follow the requirements and guidelines
provided in the Kentucky Public Pensions Authority Employer Reporting Manual.

Section 3. ESS Web site and the Agency's Secure Email Portal.
(1) Each employer shall submit a valid Form 7851, Data Use and Reporting_Agreement,_completed by the agency head or agency
reporting official prior to participating in the systems.
(2) Each employer shall submit a valid Form 7072, Reporting/Balancing Employer Acknowledgment, completed by the agency head or

and may also include human resources contacts.

(b)

1. Semi-annually, the ESS Web site shall require the primary reporting_official to verify contact information for the employer

2. If at any time there are changes to contact information in this paragraph or other account information changes, the primary
reporting official shall update the ESS Web site with the new information.

(d) An employer shall ensure that the primary reporting official or any other authorized user holds any password or other means for
accessing the ESS Web site in a confidential manner and does not release them to any other person.

(a) The Enter Report Details Module_through a series of ESS Web site screens used to enter monthly report details; or




(b) The Upload Detail File Module through an {Upleading-ant electronic file upload on the ESS Web site.

the agencyfretirement—systems], which shall be reviewed for compliance with the requirements of the START Employer
Contribution Record Layout.

2. If the test file is in compliance with the requirements of the START Employer Contribution Record Layout, the agencyfretirement
systems] shall certify the electronic file and inform the employer of the month when the employer may begin using the Upload
Detail File Modulefeleetrente-fite} for submitting reports.

3. If the test file is not in compliance with the requirements of the START Employer Contribution Record Layout, the
agencyfretirementsystemst shall inform the employer of the needed corrections to the test file.

4. The employer shall not submit a report using the Upload Detail File Modulefby-eleetronte-file-pursuant-to-this-subseetion} until

the test file is certified by the agencyfretirementsystemst. If the employer is unable to timely submit its reports in accordance with

have an account established with the agency.
(3). A_penalty of $1,000 shall be imposed on school boards who fail to submit the required reports within the time periods prescribed by,

(1) Each employer shall report:
(a) All employees in a regular full-time position;

students in a course of study at the university and who are:
1. Exempt from FICA withholding pursuant to 26 U.S.C. 3121(b)(10)_and 26 C.F.R. 31.3121(b)(10)-2;_or

state-administered retirement system in accordance with its rules and regulations.

Section 7. Non-Participating Positions Classification.
(1) An employer shall not change an employee's position status for the same position from full-time to seasonal, temporary, emergency.
probationary, or interim.




the position:
1. Is temporary in duration;
2. Coincides with one (1) or more particular season(s)_of the year, which may recur regularly from year to year; and

position pursuant to KRS 61.510(21)(e)_if the position is created for a one (1)_time or recurring_need that does not exceed nine (9)
months.
@
pursuant to KRS 61.510(21)(d)_or 78.510(21)(e) if the position requires less than an average of 100 hours per month of actual worked
time in a calendar or fiscal year.

be classified as participating,
)

(1)

(a) Except as provided in subsections (¢)_and (d) of this section, hours worked and creditable compensation earned by an employee
working in multiple positions with one (1) or more employers participating in the same system shall be combined in accordance with
KRS 61.680 and 78.545 only for the following positions:

1. Regular full-time;

2. Part-time;

3. Intermittent; or

4. Volunteer, if the employee has a membership date prior to August 1, 2016.

interim position with an employer shall not be combined with any other regular full-time, part-time, intermittent, or volunteer position
with an employer in the same system.




during the same fiscal year.

Section 8. Independent Contractors and L.eased Employees.

(3) The agency shall apply the common law factors used by the Internal Revenue Service, in accordance with IRS Publication 1779, to
make the determination described in subsection (2)_of this section. The agency may also consider rules issued by the United States

2. Was an employee in a regular full-time position for previous periods that were not reported by the employer in accordance with
KRS 16.543, 61.543, 61.675, 78.615, and 78.625, and this administrative regulation.
(b). A _notice provided in accordance with paragraph (a)2. of this subsection shall include a Form 4225, Verification of Past

notice was provided.

()]
(a) An employer shall remit all reports, records, contributions, and reimbursements for a person as an employee in a regular full-time
position in accordance with KRS 61.675, KRS 78.625, and this administrative regulation effective the first day of the calendar month
after the date the notification described in subsection (4)(a)_of this section is provided.

and 78.625(3)_no later than the end of day on the last day of the calendar month following the month the notice is provided.
2. If an employer needs an extension or payment schedule for the delinquent omitted employer contributions owed, it shall contact
the agency to request the extension or payment schedule for the delinquent omitted employer contributions owed.

reimbursements for retiree health insurance premiums as required by KRS 61.675 and &RS—78.625 no later than the end of day on
the 10th calendar day of the month following the month being reported.

(a) By_ESS Employers:
1. Through Eleetronteallyusing] the agency's secure ESSHentueky Retirement-Systems' Employer-Self-Serviee] Web site;
2. {)} By mailing or hand delivering a check;

3. &} By wire transfer; andf}

Cabinet.

(€))
(a) Except as provided in subsection (b)_of this section, if an employer fails to withhold from an employee's creditable compensation
the full amount of contributions due from the employee in accordance with KRS 16.583, 61.543, 61.560, 61.597, 61.702, 78.5512
78.5516,78.5536, 78.610, or 78.615:

Section 10. Creditable Compensation.
(1) 41 The employer shall report all creditable compensation paid during a month no later than the end of day onfby] the tenth calendar
day of theffeHewing} month_following the month being reported.
@)

(a) If creditable compensation is being reported for a month other than the reporting month, the {Fhe} employer shall designate the

O S O € p1o po &

month in which the employee:
1. Became employed,
2. Became eligible to participate infere-of} the systemsf-administered-by-IentuelyRetirement-Systems];
3. Was transferred from afte-hazardous-eeverage-from} nonhazardous position to a hazardous positionfpartieipationt;
4. Was transferred from a hazardous positionfeeverage] to a nonhazardous positionfpartieipationt;
5. Terminated from employment; or




6. Became ineligible to participate inf-ene-{H-off the systemsf-administered-byKentuekyRetirement-Systems].
(€))
(a)

1. The employer shall submit a valid Form 7250, Verification of Payments Outside Regular Wages, prior to payment for creditable
compensation paid as
oy} Hftheemployee-ispaid-ereditable-eompensationin} a lump sum,f-er} nonrecurring payment, or other payment outside of regular
wages, andfthe-employer} shall designate the reason for the lump sum,f-et} nonrecurring payment,_or other payment outside of regular
wages.
2. {1 If the lump sum,fer} nonrecurring payment, or other payment outside of regular wages is forf-was-earned-during} a specific
time period, the employer shall designate the time period during which the lump sum,f-er} nonrecurring payment, or other payment
outside of regular wages was or will be earned.
(b)
1. The agency shall review the Form 7250 and notify the employer of its findings. If the agency determines the wages are creditable
compensation, the agency shall also indicate how the wages shall be reported.
2. If the employer fails to designate a specific time period during which the lump sum,f-et} nonrecurring payment,_or other payment
outside of regular wages was or will be earned in accordance with paragraph (a)2. of this subsection, the payment shall be
considered a lump sum bonus pursuant to KRS 16.505(8), 61.510(13), or 78.510(13).
(4) Workers' compensation payments shall not be included in creditable compensation.




Section 11. {Seetion-6-1 Maximum Limits to Creditable Compensation.
(1) The agency shall provide the maximum annual compensation limit to employers.
(2). Effective only for the 1996 fiscal year, in determining the compensation of an employee eligible for consideration under this
provision,_the rules of 26 U.S. C. 414()(6). shall apply,_except that in applying these rules the term "family" shall include only the

year,
(3) Effective July 1, 1996, and before July 1, 2002, the creditable compensation on which contributions are reported shall not exceed the
maximum annual compensatlon hmlt contamed in 26 U S C. 401(a)(17), $150 000, as adjusted for cost- of livmg increases under 26
U.S.C. 401(a)(17)(B).tFh aH-ne p e g a mit} Each employer shall
report contributions on all cred1table compensation up to the maximum annual 11m1t Once an employees creditable compensation has
reached the maximum annual limit, the employer shall continue to report the amount of the employee's creditable compensation in
accordance with Section 10 of this administrative regulation but shall not rem1t{repeft—} any further employer or employee contribut1ons
on the employee s creditable compensatlon e t v d A

(4) {(—3—)} Effective with respect to ﬁscal{-p-laﬂ-} years begmnmg on and after July 1, 2002 an employee sfa—plan—member's} annual
compensation that exceeds $200,000,f(as adjusted for cost-of-living increases in accordance with 26 U.S.C. 401(a)(17)(B),p} shall not
be taken into account in determining benefits or contributions due for any fiscalfptant year.
(a) Annual compensation shall include compensation during the fiscalfptan} year or any other consecutive twelve (12) calendar month
period over Which compensation is otherwise determined under the plan (the determination period)

following for formula:

The oth ) licabl Number of months in the The annual
e otherwise applicable ¢ chort determination period = compensation
annual compensation limit 12 limit

(c) If the compensation for any prior determination period is taken into account in determining a plan member's contributions or

compensation limit in effect for that prior period.

(d) The cost-of-living adjustment in effect for a calendar year shall apply to annual compensatlon for the determination perlod that
begins w1th or w1th1n the calendar year FHHA § welv

6))
(a) H4 Creditable fA—partieipating—me may—pa f 3 editable] compensation over the maximum annual
compensation limit may be con51dered for the years used to determine the employee stmember's} final compensation for purposes of
retirement if:
1. {3} The employee'sfmemberis} creditable compensation has exceeded the maximum annual compensation limit contained in 26
U.S.C. 401(a)(17) in years prior to the fiscal year beginning July 1, 2002;
2. by} The employeefmember} has filed a notification of retirement;f-ane}
3. fte)} The excess creditable compensation is within the maximum annual compensation limit applicable in 2002-2003;_and




KRS 61.560, 61.702, 78.5536, and 78.610.
(b) Upon receipt of employee contributions, the agencyfretirementsystems} shall bill the employer for the employer contributions on
the excess creditable compensation in accordance with KRS 61.565 and 78.635, and the employer shall remit the employer
contributions to the agencyfretirement-systemst.
(c) The excess creditable compensation shall only be included in retirement calculations if both the employee and employer have paid
their respective contributions.

Section 12. Creditable Compensation Paid as a Result of an Order of a Court, the Personnel Board, or the Kentucky Commission on
Human Rights.

(a) The creditable compensation shall be reported in accordance with Section 10 of this administrative regulation and shall be credited
to the fiscal year during which the wages were earned or should have been paid by the employer;

System on the creditable compensation.
(3) The interest owed pursuant to subsection (2)(d)_of this section shall be assessed beginning_on the first day the designated period
began or begins.

Section 13. Excess Contributions.

A

61.575 or 78.640.
(2) If an employee uses paid sick leave while awaiting_workers' compensation and subsequently_receives workers' compensation

third-party vendor on its behalf.

Section 15. Retirement and Other Reporting Requirements for Participating Employers.
(1)

the employee or through ESS.
(2) The employer shall submit personnel actions prior to September 15, 2011 on a valid Form 2020, Advice of Personnel Action.




KAR 1:142 Section 3.
(6) If the agency is notified or becomes aware of past employment for which a member did not receive service credit, the agency shall

Section 17. Employer Cooperation with the Agency.
(1) If an ESS Employer or County Fee Employer refuses to provide the agency access to records or information requested in accordance
with KRS 61.685 and 78.545, or does not respond to a request for information or records by the agency, the agency may, if appropriate
hold payments of:

(b) Refunds or initial retirement allowances to an employee or former employee of the employer whose refund or retirement may be
affected by, the records or information requested by the agency.




Section 18. fSeetien+6-] Incorporation by Reference.

(1) The following material is incorporated by reference:
(E) Form 2012, "Election or Rejection of Partic_ioation for Mayors and Members of City Legislative Bodies", March 2024;
(c) Form 2020, "Advice of Personnel Action", March 2024;

(1) Form 7851, "Data Use and Reporting Agreement", March 2024; and
(m) Form 8030, "Employer Job Description", June 2023.

ned, sbject to applicable copyright law, at the Kentucky Public Pensions Authority,
5 -} 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.

(2) This material may be inspected, copied, or obtai

DAVID EAGER, Executive Director



APPROVED BY AGENCY: June 28, 2024

FILED WITH LRC: July 8, 2024 at 3:15 p.m.

PUBLIC HEARING AND COMMENT PERIOD: A public hearing to allow for public comment on this administrative regulation shall
be held on Wednesday, September 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 September 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,
Kentucky 40601, phone (502) 696-8800 ext. 8570, fax (502) 696-8615, email Legal.Non-Advocacy@kyret.ky.gov.



REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person:Jessica Beaubien
(1) Provide a brief summary of:

(a) What this administrative regulation does:
This administrative regulation sets out the administrative duties and reporting requirements for all participating employers in the
State Police Retirement System, Kentucky Employees Retirement System, and County Employees Retirement System.

(b) The necessity of this administrative regulation:
This administrative regulation is necessary to allow the Kentucky Public Pensions Authority to effectively carry out the day-to-date
operations required by KRS 16.505 to 16.652, 61.510 to 61.705, and 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 administrative regulations on behalf of the
Kentucky Retirement Systems and the County Employees Retirement System that are consistent with KRS 16.505 to 16.652,
61.505, 61.510 to 61.705, and 78.510 to 78.852. Employers participating in the Kentucky Employees Retirement System, County
Employees Retirement System, and State Police Retirement System are required by KRS 16.645, 61.565, 61.675 78.625, and
78.635 to make contributions to the systems, report creditable compensation and other information that the systems may require to
the Kentucky Public Pensions Authority, and perform other duties and responsibilities as participating employers.

(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 detailing the necessary steps that all
participating employers in the State Police Retirement System, Kentucky Employees Retirement System, and County Employees
Retirement System must take in order to conform with their statutory obligations.

(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 details of the employers’ administrative duties and reporting requirements.

(b) The necessity of the amendment to this administrative regulation:
This amendment is necessary to allow the Kentucky Public Pensions Authority to effectively carry out the day-to-date operations
required by KRS 16.505 to 16.652, 61.510 to 61.705, and 78.510 to 78.852.

(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 administrative regulations on behalf of the
Kentucky Retirement Systems and the County Employees Retirement System that are consistent with KRS 16.505 to 16.652,
61.505, 61.510 to 61.705, and 78.510 to 78.852. Employers participating in the Kentucky Employees Retirement System, County
Employees Retirement System, and State Police Retirement System are required by KRS 16.645, 61.565, 61.675 78.625, and
78.635 to make contributions to the systems, report creditable compensation and other information that the systems may require to
the Kentucky Public Pensions Authority, and perform other duties and responsibilities as participating employers.

(d) How the amendment will assist in the effective administration of the statutes:
This amendment assists with the effective administration of the statutes by detailing the necessary steps that all participating
employers in the State Police Retirement System, Kentucky Employees Retirement System, and County Employees Retirement
System must take in order to conform with their statutory obligations.

(3) List the type and number of individuals, businesses, organizations, or state and local governments affected by this
administrative regulation:
This administrative regulation will affect 1,452 employers that participate in the State Police Retirement System, the Kentucky
Employees Retirement System, and the County Employees Retirement System. This administrative regulation will also 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.

(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:
Regulated entities will be minimally impacted by these changes as this administrative regulation is already being administered as
written.

(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 should be negligible, as this administrative regulation is already being
administered as written.

(¢) As a result of compliance, what benefits will accrue to the entities identified in question (3):
The benefits 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:

(5) Provide an estimate of how much it will cost the administrative body 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?
Tiering is not applied. All entities are subject to the same processes and procedures.



FISCAL IMPACT STATEMENT

(1) Identify each state statute, federal statute, or federal regulation that requires or authorizes the action taken by the

administrative regulation.
KRS 61.505(1)(g), 16.645, 61.565, 61.675 78.625, and 78.635.

(2) Identify the promulgating agency and any other affected state units, parts, or divisions:
The promulgating agency for this administrative regulation is the Kentucky Public Pensions Authority (KPPA). This administrative
regulation will affect the KPPA and the systems for which the KPPA provides operations (the County Employees Retirement System,
the State Police Retirement System and the Kentucky Employees Retirement System), and 333 state government employers that
participate in the Kentucky Employees Retirement System and the State Police Retirement System.

(a) Estimate the following for the first year:
Expenditures:None.
Revenues:None.
Cost Savings:None.

(b) How will expenditures, revenues, or cost savings differ in subsequent years?
There should be no expenditures, revenue, or cost saving for this administrative regulation in subsequent years because this
administrative regulation is being administered as written.

(3) Identify affected local entities (for example: cities, counties, fire departments, school districts):
The County Employees Retirement System and 1,120 county and local employers that participate in the County Employees
Retirement System.

(a) Estimate the following for the first year:
Expenditures:None.
Revenues:None.
Cost Savings:None.

(b) How will expenditures, revenues, or cost savings differ in subsequent years?
There should be no expenditures, revenue, or cost saving for this administrative regulation in subsequent years because this
administrative regulation is being administered as written.

(4) Identify additional regulated entities not listed in questions (2) or (3):
None.

(a) Estimate the following for the first year:
Expenditures:N/A
Revenues:N/A
Cost Savings:N/A

(b) How will expenditures, revenues, or cost savings differ in subsequent years?
There are no additional regulated entities not listed in questions (2) or (3).

(5) Provide a narrative to explain the:
(a) Fiscal impact of this administrative regulation:
The fiscal impact of this administrative regulation should be negligible because this administrative regulation is already being
administered as written.
(b) Methodology and resources used to determine the fiscal impact:
This administrative regulation is already being administered as written.
(6) Explain:
(a) Whether this administrative regulation will have an overall negative or adverse major economic impact to the entities
identified in questions (2) - (4). ($500,000 or more, in aggregate)
This administrative regulation will not have a “major economic impact” because this administrative regulation is already being
administered as written.

(b) The methodology and resources used to reach this conclusion:
This administrative regulation is already being administered as written.
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