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Kentucky Public Pensions Authority

Ad Hoc Budget Committee — Special Meeting
January 23, 2026, at 10:00 AM EST (9:00 AM CT)

Live Video Conference/Facebook Live

AGENDA

Call to Order
Opening Statement
Roll Call
Public Comment
Approval of Meeting Minutes* - October 30, 2025
Hybrid % Discussion

a. Background

b. Review Allocation of Compliance Officer Costs

c. Review of Communications Personnel Costs
d. Review of IT Costs including IT Personnel
e. Review of Investment Fees and their
relation to the Hybrid % Allocation
Finalize the Hybrid allocation % for FY 2027*
Schedule next meeting date and time*

Adjourn*

*Committee Action May Be Taken

William O’Mara
Legal Services
Sherry Rankin
Sherry Rankin
William O’Mara
Mike Lamb
Mike Lamb

Mike Lamb

Mike Lamb &
Amy Fields

Mike Lamb &
Dominique McKinley

Mike Lamb &
Steve Willer

Mike Lamb
William O’Mara

William O’Mara
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MINUTES OF MEETING
KENTUCKY PUBLIC PENSIONS AUTHORITY
SPECIAL-CALLED MEETING
AD HOC BUDGET COMMITTEE
OCTOBER 30, 205, 1:00 P.M., E.T.

VIA LIVE VIDEO
TELECONFERENCE

At the October 30, 2025SpecialCalled Meetingof the Ad Hoc Budget Committeeof the
Kentucky Public Pensions Authority, the followinQommittee members were present:
William O’Mara and Prewitt Lane Otha Trustees present:yon Hampton (KRE David
Adkins (KRS),and George Cheatham (CERS). Stafimbers present we@ERS CEO Ed
Owens lll, KRS CEO JohrChilton, Ryan Barrow Michael Lamb, Victoria HaleNathan
Goodrich, Elizabettsmith Vonda Donoho, Phillip Cook, Sandy Hardin, and Shieagkin.

1. Mr. O’'Mara called the meeting to order

2. Mr. Goodrich read #Opening Statement.

3. Ms. Rankin calledall.

4. There were n®ublic Comments

5. Mr. O'Maraintroducedthe agenda item Approval of Meeting Minute$September 22
2025(Video 00:®:39to 00:07:04). Mr. Lane made a motion to approve the minutes as
presented. MrO’Mara seconddthe motion The motion passed unanimously.

6. Mr. O’Mara introduced the agenda item 2027 DRAFT HYBRID Percentages for
CERS & KRS BoardgVideo 0007:04t0 01:15:36) Mr. O’Mara introduced the agenda
item concerning the FY2027 Draft Hybrid Percentages for the CERS and KRS Boards.

Mr. Lamb provided a detailed overview of the historical context and methodology behind

the allocation of administrative expenses betweenwebioards. This process began
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with a March 2022 memo to the KPPA Board following the restructuring of governance
for CERS, KRS, and SPRS. A work group, including Mr. O’Mara, Mr. Lane, Mr. Eager,
Mr. Owens lll, and Mr. Chilton, was formed to develop a fair allocation method in
accordane with KRS 61.505. Historically, expenses were allocated based on membership
headcount, with some tracked separately through trust and investment budgets. The group
evaluated various allocation basemembership, assets under management (AUM), and

a 50/50 plit—recognizing that not all administrative costs scale with membership and
that AUM primarily affects investmemelated expenses.

Ultimately, a hybrid model was developed that blends these approaches. Administrative
expenses over $100,000 were categorized and assigned the most appropriate allocation
method. For FY22, the $48 million budget was split using this hybrid model, resulting in
approximately $29.9 million allocated to CERS and $18 million to KRS. These
percentages were retroactively applied to FY22 and used again for FY23. Following a
KPPA Board recommendation, legal advocacy expenses were reclassified to be allocated
by membership rather than a 50/50 split, slightly adjusting the hybrid percentages.
Mr. Lamb emphasized the importance of equity, simplicity, and transparency in the
allocation process, noting a shift from budgeted to actual expenses to better reflect true
costs. He also highlighted the impact of vacant positions on budget accuracy andgropos

using actual expenditures in arrears to avoid misallocations.

Personnel categories were reviewed, with executives and legal staff split 50/50, advocacy
allocated by membership, and investment by AUM. Operational costs such as IT and
facilities were generally allocated by membership. Mr. O’'Mara noted the transdion fr
budgetbased to actual expenbased allocations, which Mr. Lamb confirmed and
elaborated on. In response to Mr. Chilton’s question, Mr. Lamb confirmed that personnel
costs for Mr. Owens and himself are directly allocated to CERS and KRS respectively,
rather than by membership. He reviewed the historical classification of employee costs
used in calculating hybrid percentages, explaining that earlier calculations used budgeted

positions, though some were unfilled. Currently, actual personnetcimstisiding salary,
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benefits, employer contributions, and payedtse used for hybrid percentage

development.

Mr. Lamb detailed staffing changes across fiscal years 2022 through 2025, including new
hires, internal transfers, and terminations, and how these affected cost allocations. He
noted that total personnel costs increased from $31.8 million in FY22 to $8&nm

FY24. Additionally, he highlighted the need for discussion regarding the classification of
Carrie Bass’ position, as she transitioned from reporting to the CIO of the Office of

Investments to reporting directly to him.

Mr. Cheatham inquired about the categorization ofdbmimunications anbhformation
Technologydepartmentsprompting Mr. Lamb to clarify that these roles are currently
grouped under “all other KPPA staff’ and allocated by membership. Mr. Lamb then
reviewed the updated hybrid percentage calculation, which now uses actual personnel
costs and current membership and asset data as of June 30, 2025. He explained that direct
costs such as legal fees, general counsel, and election expenses are excluded from the
hybrid allocation and charged directly to the respective systems. After adjustments,
approximately $42.9 million in administrative expenses remain to be allocated across
major categories including personnel, legal contracts, audit services, actuarial services,
medical examiners, IT, and other operational costs. Mr. Lamb demonstrated how changes
in allocation methodology affect distribution, noting the current hybrid split is 64.65% for
CERS and 35.35% for KRS. He presented this data earlier than usualtdiade for

discussion and welcomed input on categorization concerns, including compliance.

Mr. Cheatham raised questions about alloca@ogpliance,Information Technology,

and Communications costs, suggesting a 50/50 split for the compliance officer role.
Mr. Lamb agreed, noting the position had shifted from investsetific duties to
broader KPPA compliance, and committee members supported the revised allocation. The
discussion then turned to IT andi@munications, with Mr. Lamb explaining that these
costs are currently allocated by membership due to their broad service to KPPA members.

He acknowledged arguments for both memberdtaped and 50/50 allocation and
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demonstrated how a 50/50 split would impact the hybrid percentage. Mr. Chilton and
Mr. Lane emphasized that IT services primarily support meffislogng systems,
reinforcing the rationale for memberstbpsed allocation, while Mr. Lamb remained

open to committee direction.

Mr. Owens stressed the importance of reviewing past decisions and maintaining an annual
review process to ensure assumptions remain valid. He argued that foundational IT
infrastructure and support personnel are required by both systems, justifying a 50/50
allocation. Mr. Lane countered that IT costs should be based on complexity and
membership size, which more accurately reflect demand. Mr. Cheatham agreed that
hardware and software costs are largely fixed and should be split evenly, though personnel
costsmay vary. He expressed concern that CERS may be covering a disproportionate
share of expenses and suggested that shared services should be viewed more leniently,

given that both systems would incur similar IT costs independently.

Mr. Lamb offered a different view, noting that IT costs also include data storage and
system complexity, which scale with the number of members and employers. He argued
that while maintenance costs might be shared equally, development and storage costs
coud be weighted toward the larger system. Mr. O’Mara acknowledged the complexity
and recommended inviting IT andviestment staff to provide further insight. On the
investment side, Mr. Lane explained that KPPA staff negotiate fees using institutional
leverage, often securing lower costs than peers. Mr. Chilton added that pooled
investments benefit both systems and cautioned againsst@ratg arrangements that
might violate IRS rules, supporting membershgsed allocation as a fair method.

Mr. Cheatham clarified he was not suggesting KRS pay CERS but appreciated
acknowledgment that KRS benefits from pooled investments. He cited research showing
significant savings from fee reductions and suggested these benefitsdidered when
allocating shared costs. Mr. Chilton responded that many cost categories are already split
50/50, though Mr. Cheatham noted current discussions involve more nuanced areas.

Mr. Lane challenged the use of fixed fee breakpoints, explaining that institutional asset
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management fees are negotiated. Mr. Cheatham agreed but maintained that larger
investments typically yield lower fees. Mr. Owens added that signed contracts reflect
actual breakpoints and benefits, and that this data could be shared. Mr. O’Mara reiterated
the need for input from IT and investment staff before making decisions. Mr. Cheatham

agreed to share with Mr. Lane the data he referenced during the discussion.

Mr. Cheatham emphasized the importance of understanding departmental spending,
suggesting deeper conversations with staff to clarify cost allocations. He reiterated that
shared investment benefits could inform how other expenses are divided. Mr. O’'Mara
acknowledged Mr. Lamb’s early initiation of the discussion and thanked him for his
presentation, noting that communications and IT require further review, while investment
issues may fall outside the committee’s immediate scope. Mr. Lamb confirmed that
Communications and IT costs can be broken down further, including contractor and
software expenses. He was open to discussing investalatdd savings if the committee
deemed it appropriate. Mr. Lane suggested that Steve Will€x, could provide insight

into investment negotiations, noting KPPA'’s favorable client status. When asked about
priorities, both Mr. Lamb and Mr. Lane recommended addressingn@inications first,

followed by IT, and thehnvestments, due to increasing complexity.

With no other budget topics for discussion, Mr. O’Mara introduced the agenda item
Schedule Next Meeting Date and Time (Video D8:36to 01:17:54). In closing, it was
noted that the next meeting will likely take place after the holidkirs Lamb offered to
coordinate with Ms. Rankin to propose a date

There being no further business, Md:Mara adjourned the meetingand thanked

everyone for their contributions

The remainder of this page is left blank intentionally
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CERTIFICATION

| do certify that | was present at thiseeting,and | have recorded above the action of the
Committee on the various items considered by it at this meeting. Further, | certify that all
requirements of KRS 61.80%L.850 were mdh connection with thisneeting.

RecordingSecretary

I, as Chair of theédd Hoc BudgetCommitteeof the Kentucky Public Pensions Authority, do
certify that the Minutes of thmeetingheldon October 30, 2025yereapprovediytheKPPA
Ad Hoc Budget Committeen January 23, 2026.

CommitteeChair

I havereviewedthe Minutes of the KPPA Ad Hoc BudgeCommitteemeetingon October

30, 2025, for érm, content, antkgality.

Office of LegalServices



