
Kentucky Public Pensions Authority
Board of Trustees Meeting 

September 8, 2021, 10:00 a.m. EST
Live Video Conference/Facebook Live

AGENDA

1. Call to Order Keith Peercy

2. Legal Public Statement Office of Legal Services

3. Roll Call/Public Comment Sherry Rankin

4. Approval of Minutes of May 26, 2021 Meeting* Keith Peercy

5. Approval of KPPA ByLaws* Michael Board

6. Approval of KPPA Conflict of Interest Policy* Michael Board/Carrie Bass

7. Discussion of CERS and KRS Investment Policies Steven Herbert

8. Ratification of the Joint Audit Committee Charters* Kristen Coffey  

9. Ratification of the Amendments of the following regulations* Carrie Bass
a. 105 KAR 1:210, Disability procedures
b. 105 KAR 1:310, Fred Capps Memorial Act
c. 105 KAR 1:330, Purchase of service credit

10. Administrative Expenses Methodology Rebecca Adkins
a.     Allocation of Administrative Expenses
b.     Allocation of Board Separation Expenses

11. Quarterly Financial Reports Rebecca Adkins
a.    FYE Financial Statements Connie Davis
b.    Contribution Report
c.    FYE Administrative Expenses to Budget
d.   Outstanding Invoices
e.   Penalty Waiver

12. Legislative Updates David Eager

13. KPPA Updates David Eager

14. New Business Keith Peercy

15. Closed Session** Keith Peercy

16. Adjourn* Keith Peercy

*Board Action Required
**Board Action May Be Required
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MINUTES OF MEETING 
KENTUCKY PUBLIC PENSIONS AUTHORITY 

 SPECIAL CALLED MEETING MAY 26, 2021 AT 10:00A.M. 
VIA LIVE VIDEO TELECONFERENCE DUE TO SB 150, 

SIGNED INTO LAW BY THE GOVERNOR ON MARCH 30, 2020, 
AND EXECUTIVE ORDER 2020-215 DECLARING A STATE OF EMERGENCY 

EFFECTIVE MARCH 6, 2020 DUE TO COVID-19 
 

 
 
At the meeting of the Board of the Kentucky Public Pensions Authority held on May 26, 2021 the 

following members were present: Keith Peercy, Betty Pendergrass, Jerry Powell, Dr. Merl 

Hackbart, William O’Mara, Campbell Connell, John Cheshire and Prewitt Lane. Staff members 

present were David Eager, Rebecca Adkins, Erin Surratt, Kathy Rupinen, Carrie Bass, Victoria 

Hale, Kristen Coffey, Ann Case, Elizabeth Smith, Steven Herbert, Shaun Case, Phillip Cook, and 

Alane Foley.   

                                                                 

Mr. Peercy called the meeting to order.  

Ms. Alane Foley called roll and advised that no Public Comment was submitted.  

 

Mr. Peercy introduced agenda item Approval of Minutes – April 28, 2021. Mr. Powell made a 

motion and Ms. Pendergrass seconded to approve the minutes as presented. The motion passed 

unanimously.  

 

Mr. Peercy introduced agenda item KRS 61.661 Interpretation. Mr. David Eager provided insight 

regarding the issue of agencies wanting specific information regarding employees whose liability 

has been assigned to them and the agencies are indicating that they do not belong to their agency.  

The concern lies with the possible misuse of the information by these employers.  Ms. Rebecca 

Adkins gave an overview of KRS 61.661 being the guiding principal that the agency has used 

regarding what kind information can be given out to anyone who asks.  The main premise of this 

statute is that we have to administer these accounts in a confidential manner.  Mr. Eager provided 

the following as solutions to this issue: get authorization from the member/employee to provide 

the information requested; provide the information to an actuary and/or accountant; and provide 

liabilities in groupings.  Ms. Adkins also advised that we have had multiple open records requests 
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that they want more information than what we are able to provide due to our fiduciary duty to our 

members.  Dr. Hackbart suggested that perhaps we develop some guidelines in terms of our 

interpretations of when it would be deemed necessary for the employers and under what 

circumstances the employers may request the information and would be able to receive a favorable 

response to their request.   Proposal was made for a recommendation to give the information to the 

employers if they get authorization from employee, will provide to actuary and accountant, do 

groupings of certain employees, provide liabilities for groups of employees they contest, and to 

provide special audits.  Ms. Betty Pendergrass spoke advocating for two audits, the annual audit 

which covers the employers and an additional audit, not necessarily annually, on a liability 

calculation.  Mr. Eager indicated that discussions will be made with the entities that have requested 

the information to see if a compromise and agreement can be made to resolve this issue.  The 

legislature could also weigh in on this subject and change the wording from “may” to “shall” and 

this would make it mandatory that the information be provided. This matter is passed awaiting a 

report for the outcome of discussions with the agencies and with legislators.   

 

Mr. Peercy introduced agenda item Investment Performance. Mr. Steven Herbert gave the 

Investment Returns Report of the Retirement Trust and the Healthcare Fund, through the end of 

March.  Going forward, a new format for giving the report will be used making these reports easier 

to read. These reports were for informational purposes only. 

 

Mr. Peercy introduced agenda item Executive Director Contract Modification. Mr. Eager advised 

that he was misinformed regarding the term of his contract that he presented to the board at the 

last meeting.  The Finance Cabinet indicated that he could enter into a 2-year contract and he is 

asking the board to modify the approved contract to extend it to a 2-year contract, with the exact 

same terms. Mr. Lane made a motion and Mr. Cheshire seconded to approve the contract 

modification Mr. David Eager. The motion passed unanimously.  

 

Mr. Peercy announced that the agenda item KPPA Bylaw Amendments was no longer needed and 

would be passed.  Kathy Rupinen agreed.  
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Mr. Peercy introduced agenda item PPW Discussion. Ms. Rebecca Adkins began by giving an 

overview of Perimeter Park West, Inc., a 501C 25 Corporation.  Advised that all of the shares have 

been corrected to say Kentucky Retirement Systems, but now that the boards have splint, 

additional work will be needed.  Both County Employees Retirement System and Kentucky 

Retirement Systems will need to nominate board members to be the shareholders of the PPW.  

They will give their nominees to the proxy, Mr. Steven Herbert, who will then vote for one member 

for each retirement system.  

 

Mr. Peercy introduced agenda item Administrative Expenses Calculation (Plan Split).  Mr. David 

Eager stated that historically the allocation of expenses had taken a simple approach, by head 

count, and each system was responsible for their share.   However, some areas, such as Healthcare 

and Legal, were found to have more of a separation in the direct versus indirect expenses.  Ms. 

Rebecca Adkins indicated that the KPPA staff is asking for permission to continue the allocation 

as it has been done prior to April 1, with changes being made going forward, after the end of this 

fiscal year.  Ms. Betty Pendergrass suggested that a written policy be developed going forward 

that will assist the KPPA staff in the splitting of direct and indirect expenses between the systems.  

Mr. Keith Peercy suggested possibly forming an Ad Hoc Committee to assist KPPA staff in 

determining the direct and indirect expenses that need to be allocated to each system, and to assist 

in developing a written policy going forward.  Mr. Bill O’Mara and Mr. Prewitt Lane accepted 

their placements on the Ad Hoc Committee. Ms. Betty Pendergrass made a motion to continue the 

current practice for fiscal year ending June 30, 2021, with the exception of addressing the unique 

costs in 2020 House Bill 484.  Dr. Merl Hackbart seconded the motion.  The motion passed 

unanimously. 

 

Mr. Peercy introduced agenda item Quarterly Financial Reports.  Ms. Rebecca Adkins reviewed 

the Fiduciary Net Position of the Pension Funds and Insurance Funds through March 31, 2021.  

Ms. Adkins then reviewed the Administrative Expenses Third Quarter Budget to Actual Analysis 

chart noting that we have spent a little over 60% thus far this fiscal year.  Ms. Adkins indicated 

that she plans to give system-specific reports to each of the systems, and wanted feedback from 

the Board if they would like to continue to receive the totals as a whole, or if they were interested 

in seeing the system-specific totals.  The Board agreed that they would like to receive the full total, 
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with footnotes regarding any out-of-ordinary changes.  Ms. Adkins then reviewed the Pension and 

Insurance Funds Contribution Reports for each of the systems.  Ms. Adkins then reviewed the 

Outstanding Invoices Report.  Ms. Adkins then reviewed the Penalty Waivers Report. 

 

Mr. Keith Peercy introduced agenda item – KPPA Update. Mr. David Eager announced that the 

Governor has allowed the state office buildings to reopen after June 11, 2021, so we will are 

looking to take steps to open our doors for in-person services.  Ms. Erin Surratt is working with 

her team to create servicing models for retirees to resume in-person counseling services.  We are 

looking at “hoteling” our current office spaces, where one person uses an office on Monday, 

Wednesday, and Friday, while another person uses it on Tuesday and Thursday.  We are getting 

responses from employee survey indicating their preferences for working from home versus 

working in the office.  The employees will work through their supervisors to create a return to 

work plan.  Our goal is to have our staff model in place by September 7, 2021.  Once you choose 

a plan, there is no flexibility, unless you are reassigned to a different plan.  For the House Bill 484 

update, we are 82% completed.  This has put a tremendous strain on the staff.   There are 

currently18 vacancies, some have been posted and some are on hold, but the two most recent 

postings include the Executive Director of Legal Services and Division Director of Real Return.  

Ms. Rebecca Adkins indicated that there are two contracts that were included in the material for 

the Board’s review, but no action is required. 

 

Ms. Betty Pendergrass  made a motion and was seconded 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 KPPA Board held 

April 28, 2021  except documents provided during a closed session conducted pursuant to the open 

meetings act and exempt under the open records act.  
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CERTIFICATION 
 
 

I do certify that I was present at this meeting, and I have recorded the above actions of the Board 

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 

 
 
 

We, the Chair of the Board of Kentucky Public Pensions Authority and Executive Director, do 

certify that the Minutes of Meeting held on May 26, 2021 were approved on September 8, 2021. 

 
 
 

 ________________________________ 
KPPA Board Chair 

 
 
 
 

 ________________________________ 
Executive Director 

 
 
 
 
I have reviewed the Minutes of the May 26, 2021 Kentucky Public Pensions Authority Board 

Meeting for content, form, and legality. 

 
 

 ________________________________ 
 Executive Director 

Office of Legal Services 
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KENTUCKY PUBLIC PENSIONS AUTHORITY
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION

Effective September 8th, 2021

Section 1.1   GENERAL ADMINISTRATION.

This Statement of Bylaws and Committee Organization of the Kentucky Public Pensions 
Authority Board is adopted pursuant to the authority of KRS 61.505(3)(b). State and 
Federal law shall control any inconsistency that exists or may exist between the law and 
this Statement of Bylaws and Committee Organization.

I. Definitions.

1. KPPA: “The KPPA” refers to the Kentucky Public Pensions Authority.

2. KPPA member: “KPPA member” used in reference to the KPPA means the 
eight (8) members of the KPPA Board pursuant to Kentucky Revised Statutes 
61.505(2).

3. KPPA Board: “KPPA Board” refers to the eight-member board tasked with 
administering and operating the KPPA in accordance with Kentucky Revised 
Statutes 61.505.

4. Committee member: “Committee member” or “member” used in relation to a 
Committee refers to a member of the KPPA Board serving on an ad hoc
Committee.

5. Board Year: The Board Year shall be from April 1 of each calendar year 
through March 31 of the following year.

6. Bylaws: “Bylaws” refers to the Statement of Bylaws and Committee 
Organization.

6 Executive Director: “Executive Director” refers to KPPA Executive Director, 
as outlined in KRS 61.505(8).

7. CEO: “CEO” refers to the Chief Executive Officer of the Kentucky Retirement 
Systems and/or the Chief Executive Officer of the County Employees 
Retirement System.

8. KRS: “KRS” refers to the Kentucky Revised Statutes.

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

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

II. Quorum; Parliamentary Authority.

1. KPPA Board quorum. As required by KRS 61.505(7)(c), a majority of the 
KPPA members shall constitute a quorum and all actions taken by the KPPA
Board shall be by affirmative vote of a majority of the KPPA members present.
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2. KPPA Committee quorum. A majority of the KPPA members on any ad hoc
Committee shall constitute a quorum and all actions taken by the Committee 
shall be by affirmative vote of a majority of the Committee members present.

3. Parliamentary authority. The most recent edition of Robert’s Rules of Order 
shall be the parliamentary authority. [RONR (11th ed., as amended)]

III. Meetings. Meetings of the KPPA 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.

1. Annual Meeting. The annual meeting of the KPPA Board shall be held on the 
fourth (4th) Wednesday of April of each Board Year.

2. Regular Meetings.  Regular meetings of the KPPA Board shall be held on the 
fourth (4th) Wednesday of February and May, the third (3rd) Wednesday of 
September and November.

3. Special Meetings. 

A. Special meetings of the KPPA Board shall be held upon the call of the Chair 
of the KPPA Board or the Executive Director.  

B. Special meetings of an ad hoc Committee of the KPPA Board shall be held 
upon the call of the Committee Chair, Chair of the KPPA, or the Executive 
Director. 

C. A KPPA member may request that the Executive Director, Chair of the 
KPPA Board (in the case of a special meeting of the KPPA), or Committee 
Chair (in the case of a special meeting of an ad hoc 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 KPPA 
members, the Executive Director, KPPA Board Chair, or Committee Chair 
shall call the requested special meeting.

4. Notice of Meetings.

A. Regular Meetings.  Notice of a regular meeting of the KPPA Board shall be 
posted at least ten (10) 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 KPPA Board.  Changes or revisions to the agenda may be proposed 
by the Executive Director or a KPPA member, provided such proposed 
changes shall be delivered to the Chair for approval not less than ninety-six 
(96) hours before the meeting is scheduled and further provided that nothing 
in this sentence shall prevent a KPPA member 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.
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B. Special Meetings.  When circumstances warrant a special meeting of the 
KPPA Board or of an ad hoc 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.

5. Change in Meeting Dates. Any regular or special meeting of the KPPA Board
may be changed by following the procedure prescribed in these Bylaws for 
calling special meetings.

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

IV. Chair and Vice-Chair of the KPPA. The KPPA Board shall elect a Chair and a 
Vice-Chair at each annual meeting to hold office for the ensuing Board Year or 
until their successors are elected. The Chair shall not serve more than four (4) 
consecutive years as Chair or Vice-Chair (in combination) of the KPPA Board.  The 
Vice-Chair shall not serve more than four (4) consecutive years as Chair or Vice-
Chair (in combination) of the KPPA Board. A KPPA member who has served four 
(4) consecutive years as Chair or Vice-Chair of the KPPA Board may be elected 
Chair or Vice-Chair of the KPPA after an absence of two (2) years from both 
positions.

V. Committees. The KPPA Board may create ad hoc Committees with such powers 
and duties as established by the KPPA Board. The Chair of the KPPA Board, unless 
otherwise stipulated or determined by the KPPA Board, shall appoint the members 
of each ad hoc Committee, and such appointments shall be recorded in the minutes 
of the current or next-following regular KPPA Board meeting. The Chair shall also 
appoint a Chair for each ad hoc Committee and may appoint a Vice Chair for each 
ad hoc Committee, unless otherwise determined by the KPPA Board. Committee 
members, Committee Chair, and Committee Vice Chair, if applicable, shall serve 
concurrently with the appointing Chair.

VI. Conflicts of Interest.  

1. KPPA members shall file a statement of financial disclosure with the Executive 
Branch Ethics Commission within thirty (30) days of taking office and provide 
a copy to the KPPA legal staff.  
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2. KPPA members 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 KPPA member, or as otherwise provided by law, with the Executive 
Branch Ethics Commission and provide a copy to the KPPA legal staff.

3. KPPA members shall also file a written conflict of interest statement as required 
pursuant to the KPPA Conflict of Interest Policy.  

VII. Confidentiality. KPPA members shall file a written confidentiality statement as 
required by the KPPA Confidentiality Policy.

VIII. Travel Policy Guidelines.

1. All travel for official business of KPPA must be done in accordance with the 
requirements of and be consistent with KRS Chapter 45A and the KPPA Per 
Diem and Reimbursement Policy.

2. No more than three (3) KPPA members may be passengers in the same common 
carrier. A maximum of one (1) executive staff of the KPPA may be a passenger 
in the same common carrier.

3. To avoid an accidental violation of Kentucky Open Meetings Laws, other than 
for scheduled meetings, no more than four (4) KPPA members may attend the 
same off-site conference, training, etc., at the same time. The Executive 
Director, or his or her designee, shall review KPPA member travel requests to 
coordinate attendance and avoid noncompliance with Kentucky Open Meetings 
Laws.

IX. Violations of KPPA Policies and Guidelines. If a complaint is made that a KPPA 
member violated these Bylaws or any policy approved by the KPPA Board, the 
KPPA Board shall follow the procedure found in the KPPA Conflict of Interest and 
the KPPA Confidentiality Policies in investigating the complaint.  

Section 1.2   KPPA MEMBER REQUIREMENTS.

I. A vacancy on the KPPA Board shall be filled by the Kentucky Retirement 
Systems or the County Employees Retirement System, as appropriate, in the 
same manner provided for the selection of the particular KPPA member 
position in KRS 61.505(2).

II. No person shall serve in more than one (1) position as a KPPA member and if 
a person holds more than one (1) position as a KPPA member, he or she shall 
resign a position.

III. Membership on the KPPA Board shall not be incompatible with any other office 
unless a constitutional incompatibility exists. 

IV. An KPPA member shall be removed from office upon conviction of a felony or 
for a finding of a violation of any provision of KRS 11A.020 or 11A.040 by a 
court of competent jurisdiction. 
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V. KPPA members are expected to comply with the Trustee Education Policy of 
the Board of Trustees of the Kentucky Retirement Systems or the Trustee 
Education Policy of the County Employees Retirement System, as applicable. 
The Executive Director may schedule additional KPPA member education at 
any Annual Meeting or Regular Meeting of the KPPA Board. If a KPPA 
member fails to comply with the Trustee Education Policy of either the Board 
of Trustees of the Kentucky Retirement Systems or the Board of Trustees of the 
County Employees Retirement System (as applicable), or fails to attend 
additional KPPA member education scheduled by the Executive Director, then 
any reimbursement or per diem of the KPPA member shall not be paid until the 
KPPA member is in compliance with the applicable Trustee Education Policy 
or receives the additional KPPA member education.

Section 1.3 KPPA BOARD RESPONSIBILITIES.

I. The KPPA Board shall make and maintain Bylaws.

II. The KPPA Board shall appoint an Executive Director and fix the Executive 
Director’s salary.

III. The KPPA Board may act on contracts for rental of office space, and professional 
services, including, but not limited to, the auditor, legal counsel, medical 
examiners, and hearing officers, in accordance with the requirements of the 
Commonwealth of Kentucky Model Procurement Act (KRS Chapter 45A).

IV. The KPPA Board shall consider and take action on changes to administrative 
regulations proposed by the staff of the KPPA.

V. The KPPA Board shall take action on the audited financial statements of the KPPA,
which includes the Kentucky Retirement Systems and the County Employees 
Retirement System plans.

VI. The KPPA Board shall consider and take action on the recommendations of all of 
its Committees.

VII. The KPPA Board shall receive reports from the joint Audit Committee of the 
Kentucky Retirement Systems and the County Employees Retirement System, and 
shall be responsible for ensuring that the recommendations of the joint Audit 
Committee are implemented. 

VIII. The KPPA Board shall, in compliance with KRS Chapter 45A, issue a Request for 
Proposal and through KPPA staff select and contract with the actuary, who shall 
be a Fellow of the Conference of Consulting Actuaries or a member of the 
American Academy of Actuaries, pursuant to KRS 61.505(1)(e), KRS 
61.645(2)(d), and KRS 78.782(2)(d) in order to allow the Kentucky Retirement 
Systems and the County Employees Retirement System to carry out their
obligations in accordance with KRS 61.670 and KRS 78.784. The KPPA may also 
consult with the actuary as needed in accordance with KRS 61.505(12)(c)2.

IX. The KPPA Board shall provide oversight concerning programs and services for
Kentucky Retirement Systems’ and County Employees Retirement System’s
members, beneficiaries, recipients, and participating employers.
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X. The KPPA Board, and individual KPPA members, should ordinarily refer all news 
media inquiries to the Executive Director and/or the KPPA Board Chair, and should 
not speak on behalf of the KPPA with the news media.  However, nothing in this 
subsection is intended to prevent individual KPPA members from speaking to the 
media concerning their actions, opinions, and decisions as individual KPPA 
members.

XI. The KPPA Board shall review and approve the KPPA biennial administrative 
budget and necessary budget amendments.  The Executive Director (or designee) 
will schedule meetings, prepare budget documents and supporting schedules, and 
present them to KPPA members prior to the date of a meeting. The KPPA biennial 
administrative budget will include the budgets of the Kentucky Retirement Systems 
and the County Employees Retirement Systems.    

Section 1.4 EXECUTIVE DIRECTOR RESPONSIBILITIES.

I. The Executive Director shall appoint all employees deemed necessary to transact 
the business of the KPPA, and shall be responsible for oversight and 
implementation of agency-related human resources management, e.g., affirmative 
action and similar matters.  All employees of the KPPA, except for the Executive 
Director, the Executive Director of the Office of Investments, and the Deputy 
Executive Director of the Office of Investments shall be subject the state personnel 
system established pursuant to KRS 18A.005 to 18A.204 and shall have their 
salaries determined by the secretary of the Personnel Cabinet.

II. The Executive Director shall seek appropriate input from the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System and the 
Investment Committee Chairs of the Board of Trustees of the Kentucky Retirement 
Systems and the Board of Trustees of the County Employees Retirement System 
regarding the hiring, firing, and performance evaluations of the Executive Director 
of the Office of Investments. The Executive Director shall also have personnel
authority over all employees of the Office of Investments. However, all Office of 
Investments employees, including the Executive Director of the Office of 
Investments, shall take direction on investment management and performance from 
the Investment Committees of the Board of Trustees of the Kentucky Retirement 
Systems and the Board of Trustees of the County Employees Retirement System.

III. The Executive Director will coordinate with the CEOs of the Kentucky Retirement 
Systems and the County Employees Retirement System to develop a biennial 
budget and necessary budget amendments for approval by the KPPA, and shall 
submit the budget to the Governor’s office. The KPPA biennial administrative 
budget will include the budgets of the Kentucky Retirement Systems and the 
County Employees Retirement Systems. The Executive Director (or designee) shall 
present a budget-to-actual expenditure analysis to the KPPA at each regular 
quarterly meeting of the KPPA.

IV. The Executive Director shall ensure that information and records 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.
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V. The Executive Director shall develop recommendations for improvements and 
revisions of KPPA Board policies and submit such revisions for KPPA Board 
approval.  The Executive Director shall ensure that approved policies are 
implemented in conformance with statutes, regulations, and relevant policies of the 
Kentucky Retirement Systems and the County Employees Retirement System. 

VI. The Executive Director shall collaborate with the KPPA Office of Legal Services
to monitor litigation affecting the KPPA and the Kentucky Retirement Systems, 
and the County Employees Retirement System, jointly. The Executive Director 
shall report significant relevant developments to the KPPA Board. Litigation 
affecting only the Kentucky Retirement Systems or only the County Employees 
Retirement System shall not be reported to the KPPA. 

VII. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System in acting as 
legislative liaison, and represent the KPPA at legislative hearings and other 
legislative meetings. The Executive Director will review proposed legislation that 
is likely to affect the KPPA, the Kentucky Retirement Systems, and the County 
Employees Retirement System and advise the KPPA Board about pending 
legislation.

VIII. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System to provide 
technical assistance to the members of the General Assembly, the Governor’s 
office, and state and local government officials.

IX. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System to recommend 
legislative or regulatory changes and propose draft language.

X. The Executive Director shall implement any statutory or regulatory changes and 
take appropriate action to conform to state and federal law.

XI. The Executive Director shall sign all documents necessary to promulgate or amend 
an administrative regulation on behalf of the KPPA in accordance with KRS 
13A.220 and KRS 61.505(1)(f).

XII. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System to
communicate with the mass media and other agencies, entities, or institutions, 
including responding to correspondence or inquiries addressed to the KPPA.

XIII. The Executive Director shall assist the CEOs of the Kentucky Retirement Systems 
and the County Employees Retirement System in coordinating reciprocal benefits 
with the other state administered retirement systems in Kentucky.
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XIV. In the case of emergency conditions that threaten the functioning of the KPPA, the 
Kentucky Retirement Systems, or the County Employees Retirement System; the 
preservation or protection Kentucky Retirement Systems’ property or assets or the 
County Employees Retirement System’s property or assets; vital data; or the health 
and safety of any person, and where a quorum of the KPPA Board is unavailable, 
the Executive Director may take actions necessary to prevent or mitigate the threat, 
even if a vote of the KPPA Board would otherwise be necessary to take such action.  
When a quorum of the KPPA Board becomes available, any such actions taken by 
the Executive Director shall be reviewed and ratified as necessary.

XV. The Executive Director shall designate KPPA staff to act as the Records Custodian 
for the KPPA, the Kentucky Retirement Systems, and the County Employees 
Retirement System, and shall ensure compliance with Kentucky’s Open Records 
Act, KRS 61.870, et seq.

XVI. The Executive Director 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.

Section 2.1 AD HOC COMMITTEES.

The Chair or the KPPA Board may at any time establish an ad hoc Committee of the KPPA
Board and fix its duties and responsibilities for any purpose which, in the judgment of the 
Chair or the KPPA Board, is served by an ad hoc Committee.  The Chair shall appoint the 
members of each ad hoc Committee. Each ad hoc Committee shall consist of two (2) KPPA 
members who also serve on the Board of Trustees of the Kentucky Retirement Systems 
and two (2) KPPA members who also serve on the Board of Trustees of the County
Employees Retirement System. The Chair shall also appoint a Chair for each ad hoc
Committee and may appoint a Vice Chair, unless otherwise determined by the KPPA
Board.

Section 2.2 DELEGATIONS OF AUTHORITY BY THE KPPA BOARD.

Delegation of Authority.  Except as may be prohibited by or inconsistent with law, the 
KPPA Board may delegate to any ad hoc Committee of the KPPA any power, authority, 
duty, or responsibility conferred on the KPPA Board by law.  In the case of any such 
delegation, the decision or action of the ad hoc Committee within the scope of its delegated 
authority shall constitute the decision or action of the KPPA Board.  The KPPA Board may
at any time rescind the delegated authority as a whole or in part.

Section 2.3 LIMITATIONS ON AUTHORITY.

No Committee shall have any power or authority, nor shall the KPPA Board delegate to 
itself, power or authority, as to any of the following:

I. The amendment or repeal of any KPPA Board resolution.

II. Action on other matters committed by KPPA Board resolution or by Kentucky law 
(including the common law of trusts respecting the delegation or the non-delegation of 
fiduciary responsibilities) to the KPPA Board under terms or provisions that make such 
action non-delegable.

Section 2.4 AMENDMENT OF BYLAWS.
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These Bylaws may be amended at any regular meeting of the KPPA Board by a vote of a 
majority of the entire membership of the KPPA Board.

Section 3.0   LITIGATION DEFENSE FOR TRUSTEES AND EMPLOYEES OF 
KPPA, COUNTY EMPLOYEES RETIREMENT SYSTEMS AND KENTUCKY 
RETIREMENT SYSTEMS.

The KPPA shall provide and pay for the defense of any trustee or employee of the KPPA, 
County Employees Retirement Systems and Kentucky Retirement Systems who is named 
in any action arising out of an act or omission occurring within the scope of the Trustee or 
employee’s duty as a member or employee of one of those Boards and to pay any 
judgement, compromise or settlement of the action provided that the Trustee or employee
notifies in writing the KPPA within 10 days of receipt of service. The KPPA shall not pay 
a judgement or settlement or may recover payments made on behalf of a Trustee or 
employee if it is determined through the course of litigation that the Trustee or employee: 
acted or failed to act because of malice, fraud or corruption; the actions are clearly outside 
the actual or apparent scope of the Trustee or employee’s duties; the Trustee or employee 
willfully failed or refused to assist in the defense of the cause of action; or the Trustee or 
employee compromised or settled the claim without the approval of the KPPA. If the 
Trustee or employee obtains private counsel KRS 78.782 and KRS 61.645 shall apply. 

Section 4.0 CERTIFICATION OF STATEMENT OF BYLAWS AND 
COMMITTEE ORGANIZATION.

We, the Chair of the Kentucky Public Pensions Authority Board and the Executive Director 
of the Kentucky Public Pensions Authority, do certify that this Statement of Bylaws and 
Committee Organization was approved and adopted by the KPPA Board on the 9th day of 
September, 2021.

_________________________________________ ________________________
Keith Peercy, Chair Date
Kentucky Public Pensions Authority

_________________________________________ ________________________
Executive Director Date
Kentucky Public Pensions Authority
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KENTUCKY PUBLIC PENSIONS AUTHORITY
STATEMENT OF BYLAWS AND COMMITTEE ORGANIZATION

Effective September 9th, 2021

Section 1.1   GENERAL ADMINISTRATION.

This Statement of Bylaws and Committee Organization of the Kentucky Public Pensions 
Authority Board is adopted pursuant to the authority of KRS 61.505(3)(b). State and 
Federal law shall control any inconsistency that exists or may exist between the law and
this Statement of Bylaws and Committee Organization.

I. Definitions.

1. KPPA: “The KPPA” refers to the Kentucky Public Pensions Authority.

2. KPPA member: “KPPA member” used in reference to the KPPA means the 
eight (8) members of the KPPA Board pursuant to Kentucky Revised Statutes 
61.505(2).

3. KPPA Board: “KPPA Board” refers to the eight-member board tasked with 
administering and operating the KPPA in accordance with Kentucky Revised 
Statutes 61.505.

4. Committee member: “Committee member” or “member” used in relation to a 
Committee refers to a member of the KPPA Board serving on an ad hoc
Committee.

5. Board Year: The Board Year shall be from April 1 of each calendar year 
through March 31 of the following year.

6. Bylaws: “Bylaws” refers to the Statement of Bylaws and Committee 
Organization.

6 Executive Director: “Executive Director” refers to KPPA Executive Director, 
as outlined in KRS 61.505(8).

7. CEO: “CEO” refers to the Chief Executive Officer of the Kentucky Retirement 
Systems and/or the Chief Executive Officer of the County Employees 
Retirement System.

8. KRS: “KRS” refers to the Kentucky Revised Statutes.

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

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

II. Quorum; Parliamentary Authority.

1. KPPA Board quorum. As required by KRS 61.505(7)(c), a majority of the 
KPPA members shall constitute a quorum and all actions taken by the KPPA
Board shall be by affirmative vote of a majority of the KPPA members present.
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2. KPPA Committee quorum. A majority of the KPPA members on any ad hoc
Committee shall constitute a quorum and all actions taken by the Committee 
shall be by affirmative vote of a majority of the Committee members present.

3. Parliamentary authority. The most recent edition of Robert’s Rules of Order 
shall be the parliamentary authority. [RONR (11th ed., as amended)]

III. Meetings. Meetings of the KPPA 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.

1. Annual Meeting. The annual meeting of the KPPA Board shall be held on the 
fourth (4th) Wednesday of April of each Board Year.

2. Regular Meetings.  Regular meetings of the KPPA Board shall be held on the 
fourth (4th) Wednesday of February and May, the third (3rd) Wednesday of 
September and November.

3. Special Meetings. 

A. Special meetings of the KPPA Board shall be held upon the call of the Chair 
of the KPPA Board or the Executive Director.  

B. Special meetings of an ad hoc Committee of the KPPA Board shall be held 
upon the call of the Committee Chair, Chair of the KPPA, or the Executive 
Director. 

C. A KPPA member may request that the Executive Director, Chair of the 
KPPA Board (in the case of a special meeting of the KPPA), or Committee 
Chair (in the case of a special meeting of an ad hoc 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 KPPA 
members, the Executive Director, KPPA Board Chair, or Committee Chair 
shall call the requested special meeting.

4. Notice of Meetings.

A. Regular Meetings.  Notice of a regular meeting of the KPPA Board shall be 
posted at least ten (10) 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 KPPA Board.  Changes or revisions to the agenda may be proposed 
by the Executive Director or a KPPA member, provided such proposed 
changes shall be delivered to the Chair for approval not less than ninety-six 
(96) hours before the meeting is scheduled and further provided that nothing 
in this sentence shall prevent a KPPA member 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.
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B. Special Meetings.  When circumstances warrant a special meeting of the 
KPPA Board or of an ad hoc 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.

5. Change in Meeting Dates. Any regular or special meeting of the KPPA Board
may be changed by following the procedure prescribed in these Bylaws for 
calling special meetings.

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

IV. Chair and Vice-Chair of the KPPA. The KPPA Board shall elect a Chair and a 
Vice-Chair at each annual meeting to hold office for the ensuing Board Year or 
until their successors are elected. The Chair shall not serve more than four (4) 
consecutive years as Chair or Vice-Chair (in combination) of the KPPA Board.  The 
Vice-Chair shall not serve more than four (4) consecutive years as Chair or Vice-
Chair (in combination) of the KPPA Board. A KPPA member who has served four 
(4) consecutive years as Chair or Vice-Chair of the KPPA Board may be elected 
Chair or Vice-Chair of the KPPA after an absence of two (2) years from both 
positions.

V. Committees. The KPPA Board may create ad hoc Committees with such powers 
and duties as established by the KPPA Board. The Chair of the KPPA Board, unless 
otherwise stipulated or determined by the KPPA Board, shall appoint the members 
of each ad hoc Committee, and such appointments shall be recorded in the minutes 
of the current or next-following regular KPPA Board meeting. The Chair shall also 
appoint a Chair for each ad hoc Committee and may appoint a Vice Chair for each 
ad hoc Committee, unless otherwise determined by the KPPA Board. Committee 
members, Committee Chair, and Committee Vice Chair, if applicable, shall serve 
concurrently with the appointing Chair.

VI. Conflicts of Interest.  

1. KPPA members shall file a statement of financial disclosure with the Executive 
Branch Ethics Commission within thirty (30) days of taking office and provide 
a copy to the KPPA legal staff.  
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2. KPPA members 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 KPPA member, or as otherwise provided by law, with the Executive 
Branch Ethics Commission and provide a copy to the KPPA legal staff.

3. KPPA members shall also file a written conflict of interest statement as required 
pursuant to the KPPA Conflict of Interest Policy.  

VII. Confidentiality. KPPA members shall file a written confidentiality statement as 
required by the KPPA Confidentiality Policy.

VIII. Travel Policy Guidelines.

1. All travel for official business of KPPA must be done in accordance with the 
requirements of and be consistent with KRS Chapter 45A and the KPPA Per 
Diem and Reimbursement Policy.

2. No more than three (3) KPPA members may be passengers in the same common 
carrier. A maximum of one (1) executive staff of the KPPA may be a passenger 
in the same common carrier.

3. To avoid an accidental violation of Kentucky Open Meetings Laws, other than 
for scheduled meetings, no more than four (4) KPPA members may attend the 
same off-site conference, training, etc., at the same time. The Executive 
Director, or his or her designee, shall review KPPA member travel requests to 
coordinate attendance and avoid noncompliance with Kentucky Open Meetings 
Laws.

IX. Violations of KPPA Policies and Guidelines. If a complaint is made that a KPPA 
member violated these Bylaws or any policy approved by the KPPA Board, the 
KPPA Board shall follow the procedure found in the KPPA Conflict of Interest and 
the KPPA Confidentiality Policies in investigating the complaint.  

Section 1.2   KPPA MEMBER REQUIREMENTS.

I. A vacancy on the KPPA Board shall be filled by the Kentucky Retirement 
Systems or the County Employees Retirement System, as appropriate, in the 
same manner provided for the selection of the particular KPPA member 
position in KRS 61.505(2).

II. No person shall serve in more than one (1) position as a KPPA member and if 
a person holds more than one (1) position as a KPPA member, he or she shall 
resign a position.

III. Membership on the KPPA Board shall not be incompatible with any other office 
unless a constitutional incompatibility exists. 

IV. An KPPA member shall be removed from office upon conviction of a felony or 
for a finding of a violation of any provision of KRS 11A.020 or 11A.040 by a 
court of competent jurisdiction. 
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V. KPPA members are expected to comply with the Trustee Education Policy of 
the Board of Trustees of the Kentucky Retirement Systems or the Trustee 
Education Policy of the County Employees Retirement System, as applicable. 
The Executive Director may schedule additional KPPA member education at 
any Annual Meeting or Regular Meeting of the KPPA Board. If a KPPA 
member fails to comply with the Trustee Education Policy of either the Board 
of Trustees of the Kentucky Retirement Systems or the Board of Trustees of the 
County Employees Retirement System (as applicable), or fails to attend 
additional KPPA member education scheduled by the Executive Director, then 
any reimbursement or per diem of the KPPA member shall not be paid until the 
KPPA member is in compliance with the applicable Trustee Education Policy 
or receives the additional KPPA member education.

Section 1.3 KPPA BOARD RESPONSIBILITIES.

I. The KPPA Board shall make and maintain Bylaws.

II. The KPPA Board shall appoint an Executive Director and fix the Executive 
Director’s salary.

III. The KPPA Board may act on contracts for rental of office space, and professional 
services, including, but not limited to, the auditor, legal counsel, medical 
examiners, and hearing officers, in accordance with the requirements of the 
Commonwealth of Kentucky Model Procurement Act (KRS Chapter 45A).

IV. The KPPA Board shall consider and take action on changes to administrative 
regulations proposed by the staff of the KPPA.

V. The KPPA Board shall take action on the audited financial statements of the KPPA,
which includes the Kentucky Retirement Systems and the County Employees 
Retirement System plans.

VI. The KPPA Board shall consider and take action on the recommendations of all of 
its Committees.

VII. The KPPA Board shall receive reports from the joint Audit Committee of the 
Kentucky Retirement Systems and the County Employees Retirement System, and 
shall be responsible for ensuring that the recommendations of the joint Audit 
Committee are implemented. 

VIII. The KPPA Board shall, in compliance with KRS Chapter 45A, issue a Request for 
Proposal and through KPPA staff select and contract with the actuary, who shall 
be a Fellow of the Conference of Consulting Actuaries or a member of the 
American Academy of Actuaries, pursuant to KRS 61.505(1)(e), KRS 
61.645(2)(d), and KRS 78.782(2)(d) in order to allow the Kentucky Retirement 
Systems and the County Employees Retirement System to carry out their
obligations in accordance with KRS 61.670 and KRS 78.784. The KPPA may also 
consult with the actuary as needed in accordance with KRS 61.505(12)(c)2.

IX. The KPPA Board shall provide oversight concerning programs and services for
Kentucky Retirement Systems’ and County Employees Retirement System’s
members, beneficiaries, recipients, and participating employers.
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X. The KPPA Board, and individual KPPA members, should ordinarily refer all news 
media inquiries to the Executive Director and/or the KPPA Board Chair, and should 
not speak on behalf of the KPPA with the news media.  However, nothing in this 
subsection is intended to prevent individual KPPA members from speaking to the 
media concerning their actions, opinions, and decisions as individual KPPA 
members.

XI. The KPPA Board shall review and approve the KPPA biennial administrative 
budget and necessary budget amendments.  The Executive Director (or designee) 
will schedule meetings, prepare budget documents and supporting schedules, and 
present them to KPPA members prior to the date of a meeting. The KPPA biennial 
administrative budget will include the budgets of the Kentucky Retirement Systems 
and the County Employees Retirement Systems.    

Section 1.4 EXECUTIVE DIRECTOR RESPONSIBILITIES.

I. The Executive Director shall appoint all employees deemed necessary to transact 
the business of the KPPA, and shall be responsible for oversight and 
implementation of agency-related human resources management, e.g., affirmative 
action and similar matters.  All employees of the KPPA, except for the Executive 
Director, the Executive Director of the Office of Investments, and the Deputy 
Executive Director of the Office of Investments shall be subject the state personnel 
system established pursuant to KRS 18A.005 to 18A.204 and shall have their 
salaries determined by the secretary of the Personnel Cabinet.

II. The Executive Director shall seek appropriate input from the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System and the 
Investment Committee Chairs of the Board of Trustees of the Kentucky Retirement 
Systems and the Board of Trustees of the County Employees Retirement System 
regarding the hiring, firing, and performance evaluations of the Executive Director 
of the Office of Investments. The Executive Director shall also have personnel 
authority over all employees of the Office of Investments. However, all Office of 
Investments employees, including the Executive Director of the Office of 
Investments, shall take direction on investment management and performance from 
the Investment Committees of the Board of Trustees of the Kentucky Retirement 
Systems and the Board of Trustees of the County Employees Retirement System.

III. The Executive Director will coordinate with the CEOs of the Kentucky Retirement 
Systems and the County Employees Retirement System to develop a biennial 
budget and necessary budget amendments for approval by the KPPA, and shall 
submit the budget to the Governor’s office. The KPPA biennial administrative 
budget will include the budgets of the Kentucky Retirement Systems and the 
County Employees Retirement Systems. The Executive Director (or designee) shall 
present a budget-to-actual expenditure analysis to the KPPA at each regular 
quarterly meeting of the KPPA.

IV. The Executive Director shall ensure that information and records 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.
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V. The Executive Director shall develop recommendations for improvements and 
revisions of KPPA Board policies and submit such revisions for KPPA Board 
approval.  The Executive Director shall ensure that approved policies are 
implemented in conformance with statutes, regulations, and relevant policies of the 
Kentucky Retirement Systems and the County Employees Retirement System. 

VI. The Executive Director shall collaborate with the KPPA Office of Legal Services
to monitor litigation affecting the KPPA and the Kentucky Retirement Systems, 
and the County Employees Retirement System, jointly. The Executive Director 
shall report significant relevant developments to the KPPA Board. Litigation 
affecting only the Kentucky Retirement Systems or only the County Employees 
Retirement System shall not be reported to the KPPA. 

VII. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System in acting as 
legislative liaison, and represent the KPPA at legislative hearings and other 
legislative meetings. The Executive Director will review proposed legislation that 
is likely to affect the KPPA, the Kentucky Retirement Systems, and the County 
Employees Retirement System and advise the KPPA Board about pending 
legislation.

VIII. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System to provide 
technical assistance to the members of the General Assembly, the Governor’s 
office, and state and local government officials.

IX. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System to recommend 
legislative or regulatory changes and propose draft language.

X. The Executive Director shall implement any statutory or regulatory changes and 
take appropriate action to conform to state and federal law.

XI. The Executive Director shall sign all documents necessary to promulgate or amend 
an administrative regulation on behalf of the KPPA in accordance with KRS 
13A.220 and KRS 61.505(1)(f).

XII. The Executive Director shall collaborate with the CEOs of the Kentucky 
Retirement Systems and the County Employees Retirement System to
communicate with the mass media and other agencies, entities, or institutions, 
including responding to correspondence or inquiries addressed to the KPPA.

XIII. The Executive Director shall assist the CEOs of the Kentucky Retirement Systems 
and the County Employees Retirement System in coordinating reciprocal benefits 
with the other state administered retirement systems in Kentucky.
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XIV. In the case of emergency conditions that threaten the functioning of the KPPA, the 
Kentucky Retirement Systems, or the County Employees Retirement System; the 
preservation or protection Kentucky Retirement Systems’ property or assets or the 
County Employees Retirement System’s property or assets; vital data; or the health 
and safety of any person, and where a quorum of the KPPA Board is unavailable, 
the Executive Director may take actions necessary to prevent or mitigate the threat, 
even if a vote of the KPPA Board would otherwise be necessary to take such action.  
When a quorum of the KPPA Board becomes available, any such actions taken by 
the Executive Director shall be reviewed and ratified as necessary.

XV. The Executive Director shall designate KPPA staff to act as the Records Custodian 
for the KPPA, the Kentucky Retirement Systems, and the County Employees 
Retirement System, and shall ensure compliance with Kentucky’s Open Records 
Act, KRS 61.870, et seq.

XVI. The Executive Director 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.

Section 2.1 AD HOC COMMITTEES.

The Chair or the KPPA Board may at any time establish an ad hoc Committee of the KPPA
Board and fix its duties and responsibilities for any purpose which, in the judgment of the 
Chair or the KPPA Board, is served by an ad hoc Committee.  The Chair shall appoint the 
members of each ad hoc Committee. Each ad hoc Committee shall consist of two (2) KPPA 
members who also serve on the Board of Trustees of the Kentucky Retirement Systems 
and two (2) KPPA members who also serve on the Board of Trustees of the County 
Employees Retirement System. The Chair shall also appoint a Chair for each ad hoc
Committee and may appoint a Vice Chair, unless otherwise determined by the KPPA
Board.

Section 2.2 DELEGATIONS OF AUTHORITY BY THE KPPA BOARD.

Delegation of Authority.  Except as may be prohibited by or inconsistent with law, the 
KPPA Board may delegate to any ad hoc Committee of the KPPA any power, authority, 
duty, or responsibility conferred on the KPPA Board by law.  In the case of any such 
delegation, the decision or action of the ad hoc Committee within the scope of its delegated 
authority shall constitute the decision or action of the KPPA Board.  The KPPA Board may
at any time rescind the delegated authority as a whole or in part.

Section 2.3 LIMITATIONS ON AUTHORITY.

No Committee shall have any power or authority, nor shall the KPPA Board delegate to 
itself, power or authority, as to any of the following:

I. The amendment or repeal of any KPPA Board resolution.

II. Action on other matters committed by KPPA Board resolution or by Kentucky law 
(including the common law of trusts respecting the delegation or the non-delegation of 
fiduciary responsibilities) to the KPPA Board under terms or provisions that make such 
action non-delegable.

Section 2.4 AMENDMENT OF BYLAWS.
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These Bylaws may be amended at any regular meeting of the KPPA Board by a vote of a 
majority of the entire membership of the KPPA Board.

Section 3.0   LITIGATION DEFENSE FOR TRUSTEES AND EMPLOYEES OF 
KPPA, COUNTY EMPLOYEES RETIREMENT SYSTEMS AND KENTUCKY 
RETIREMENT SYSTEMS.

The KPPA shall provide and pay for the defense of any trustee or employee of the KPPA, 
County Employees Retirement Systems and Kentucky Retirement Systems who is named 
in any action arising out of an act or omission occurring within the scope of the Trustee or 
employee’s duty as a member or employee of one of those Boards and to pay any 
judgement, compromise or settlement of the action provided that the Trustee or employee
notifies in writing the KPPA within 10 days of receipt of service. The KPPA shall not pay 
a judgement or settlement or may recover payments made on behalf of a Trustee or 
employee if it is determined through the course of litigation that the Trustee or employee: 
acted or failed to act because of malice, fraud or corruption; the actions are clearly outside 
the actual or apparent scope of the Trustee or employee’s duties; the Trustee or employee 
willfully failed or refused to assist in the defense of the cause of action; or the Trustee or 
employee compromised or settled the claim without the approval of the KPPA. If the 
Trustee or employee obtains private counsel KRS 78.782 and KRS 61.645 shall apply. 

Section 4.0 CERTIFICATION OF STATEMENT OF BYLAWS AND 
COMMITTEE ORGANIZATION.

We, the Chair of the Kentucky Public Pensions Authority Board and the Executive Director 
of the Kentucky Public Pensions Authority, do certify that this Statement of Bylaws and 
Committee Organization was approved and adopted by the KPPA Board on the 9th day of 
September, 2021.

_________________________________________ ________________________
Keith Peercy, Chair Date
Kentucky Public Pensions Authority

_________________________________________ ________________________
Executive Director Date
Kentucky Public Pensions Authority
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MEMORANDUM

TO: Kentucky Public Pensions Authority Board (“KPPA Board”)

FROM: Michael Board, Executive Director, Office of Legal Services
Carrie Bass, Staff Attorney Supervisor, Division of Non-Advocacy, Office of Legal 
Services

DATE: September 1, 2021

RE: KPPA Conflict of Interest Policy
__________________________________________________________________________________

The KPPA Conflict of Interest Policy incorporates a Conflict of Interest Statement that must be 
completed annually by members of the KPPA Board and select KPPA staff. The KPPA Conflict of 
Interest Policy further outlines standards of conduct to avoid conflicts of interest and describes the 
process for reporting suspected conflicts of interest in violation of law and policy.

While the Kentucky Retirement Systems Board of Trustees and the County Employees Retirement 
System Board of Trustees may adopt separate conflict of interest policies, the KPPA Conflict of 
Interest Policy addresses distinct requirements for the KPPA Board to avoid and report conflicts of 
interest that may arise relevant to both the Kentucky Retirement Systems and County Employees 
Retirement System. See Kentucky Revised Statute 61.505(12). 

Staff Recommendation:

The Office of Legal Services recommends that the KPPA Board review and adopt the KPPA Conflict 
of Interest Policy and KPPA Conflict of Interest Statement.
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KENTUCKY PUBLIC PENSIONS AUTHORITY BOARD 
CONFLICT OF INTEREST POLICY

Effective September 8, 2021 

INTRODUCTION

Adoption of Conflict of Interest Policy:

Pursuant to the provisions of Kentucky Revised Statutes (KRS) 61.505, the Kentucky Public 
Pensions Authority Board (KPPA Board) is permitted to adopt policies and procedures necessary 
to conduct the business of the Kentucky Public Pensions Authority (KPPA).

Statement of Conflict of Interest Policy:

Pursuant to KRS 61.505(12), KPPA Board members are required to perform their duties in good 
faith, on an informed basis, and in a manner he or she honestly believes to be in the best interest 
of the County Employees Retirement System and the Kentucky Retirement Systems, as applicable.
Furthermore, no KPPA Board members or KPPA employees shall have any interest, direct or 
indirect, in the gains or profits of any investment or any other legal, business, or financial 
transaction that comes before the KPPA Board. Likewise, certain independent contractors, 
vendors, and service providers of the KPPA shall not have any interest, direct or indirect, in the 
gains or profits of any investment or any other legal, business, or financial transaction conducted 
by KPPA. The law shall control if any inconsistency exists between the law and this policy.

Purpose:

The purpose of this Conflict of Interest Policy (“Policy”) is to: a) establish what individuals are 
subject to the conflict of interest provisions of this Policy; and b) establish the specific standards 
of conduct with regard to conflicts of interest.

PROCEDURES REGARDING CONFLICTS OF INTEREST POLICY

Section 1: Application of Policy

1. This Policy shall apply to all individuals who have a statutory, contractual, or working 
relationship with KPPA.

2. Individuals affected by this Policy shall include, but are not limited to:
a. Employees of the KPPA;
b. KPPA Board members;
c. Independent contractors of KPPA, if required by the KPPA Board; and
d. Vendors and service providers of KPPA with whom a contractual obligation to 

KPPA exists, if required by the KPPA Board.

Section 2: Standards of Conduct Regarding Conflicts of Interest

1. Individuals have an obligation to diligently identify, disclose, avoid and manage conflicts 
of interest or potential conflicts of interest.
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2. Potential conflicts of interest exist when an individual or an individual’s family, as defined 
in KRS Chapter 11A.0101, may be directly or indirectly financially impacted, whether 
favorably or detrimentally, by a decision made or considered by the KPPA or the KPPA 
Board in which the individual participates or would participate.

3. Individuals and their family members should not enter into any contract with KPPA for 
financial gain without full disclosure and satisfactory management of any potential conflict 
of interest in accordance with the Executive Branch Code of Ethics provisions, as set forth 
in KRS Chapter 11A.

4. Individuals should not be involved in the decision to hire or in the supervision of any 
member of their family as defined in KRS 11A.010.

5. Individuals shall not conduct business or participate in decisions with a company or 
organization in which the individual or family member as defined in KRS 11A.010 is 
employed or is actively seeking employment.

6. Individuals shall not accept gifts, loans, gratuities, discounts, favors, hospitality, services, 
or other compensation under circumstances from which it could reasonably be inferred that 
a major purpose of the donor is to influence the individual in the performance of their 
duties.

7. Individuals must avoid all conduct, which in any way might lead the public to believe that 
the individual is using his or her position with the KPPA or on the KPPA Board to further 
a professional or private interest.

8. Individuals not covered by the conflict of interest provisions under KRS Chapter 11A must 
not violate any conflict of interest statute or principle by the performance of their duties 
with or for the KPPA. These individuals must not engage directly or indirectly in any 
financial or other transaction with a KPPA employee or KPPA Board member that would 
violate the standards of the Executive Branch Ethics provisions, as set forth in KRS Chapter 
11A.

Section 3: Written Statements of Conflict of Interest 

1. KPPA Board Conflict of Interest Statement: 
a. No later than December 1st of each calendar year, a blank Conflict of Interest 

Statement form approved by the KPPA Board shall be provided by the KPPA 
Executive Director, or designee, to all of the following individuals:

i. The KPPA Executive Director, 

1 KRS 11A.010(4) defines “family” as “spouse and children, as well as a person who is related to a public servant as 
any of the following, whether by blood or adoption: parent, brother, sister, grandparent, grandchild, father-in-law, 
mother-in-law, brother-in-law, sister-in-law, son-in-law, daughter-in-law, stepfather, stepmother, stepson, 
stepdaughter, stepbrother, stepsister, half brother, half sister[.]”
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ii. The KPPA Executive Director of the Office of Investments,  
iii. The KPPA Executive Director of the Office of Operations,
iv. The KPPA Executive Director of the Office of Benefits,
v. The KPPA Executive Director of the Office of Legal Services,

vi. All employees of the KPPA Office of Investments, and
vii. All KPPA Division Directors.

b. A blank Conflict of Interest Statement form approved by the KPPA Board shall be 
provided to all KPPA Board members along with the materials for the December 
regular meeting of the KPPA Board by the KPPA Executive Director, or designee. 

c. Completed Conflict of Interest Statement forms must be completed and turned in
no later than December 31st of each calendar year to the KPPA Executive Director 
or designee. The KPPA Executive Director shall also provide a copy of his or her 
completed Conflict of Interest Statement to the KPPA Board Chair no later than 
December 31st of each calendar year. For KPPA employees, these forms shall be 
retained in the personnel files for each employee maintain by the KPPA Office of 
Human Resources. 

d. If the KPPA Executive Director fails to file a completed Conflict of Interest 
Statement on the form approved by the KPPA Board on or prior to December 31st

of a calendar year, the Chair of the Board shall be responsible for bringing this to 
the attention of the KPPA Board to decide the appropriate course of action for 
reprimanding the KPPA Executive Director. 

e. If any KPPA Board member fails to file a completed Conflict of Interest Statement 
on the form approved by the KPPA Board on or prior to December 31st of a calendar 
year, the KPPA Executive Director is authorized to decline to pay any per diems 
and travel expenses due to the KPPA Board member until the board member has 
filed a completed Conflict of Interest Statement on the form approved by the KPPA 
Board with the KPPA Executive Director. The KPPA Board member will forfeit 
all per diems and travel expense reimbursements due to the KPPA Board member
for the period during which the KPPA Board member had failed to timely file a 
completed Conflict of Interest Statement. 

f. If any of the following KPPA employees fail to file a completed Conflict of Interest 
Statement on the form approved by the Board on or prior to December 31st of a 
calendar year, the supervisor of the employee shall file a written reprimand to be 
stored in the personnel file of the employee: 

i. The KPPA Executive Director of the Office of Investments,  
ii. The KPPA Executive Director of the Office of Operations,

iii. The KPPA Executive Director of the Office of Benefits,
iv. The KPPA Executive Director of the Office of Legal Services,
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v. All employees of the KPPA Office of Investments, and
vi. All KPPA Division Directors.

Section 4: Violations of Conflict of Interest Policy

1. Any person who suspects that an employee of the KPPA, a KPPA Board member, or a 
contractor, vendor, or service provider has violated this Policy, the KPPA Bylaws, or any 
KPPA Board policy, may file a complaint in writing at the offices of the KPPA.

2. The written complaint shall be in the form of a letter addressed to the Chair of the KPPA, 
or if the complaint is about the Chair of the KPPA, the complaint shall be addressed to the 
Vice Chair of the KPPA. A complaint may be filed anonymously. Employees of the KPPA 
filing a complaint may be protected by the Kentucky Whistleblower Statute, Kentucky 
Revised Statutes 61.102.

3. A complaint shall include the name of the person or organization against whom the 
complaint is made and include a detailed description of the alleged violation including the 
time, date, and place, if known. The complainant should attach to the complaint all 
evidence in his or her possession regarding the alleged violation.

4. If the complaint is against an employee of the KPPA (other than the KPPA Executive 
Director), the complaint shall be forwarded to the KPPA Executive Director (or delegate) 
for investigation, or in the discretion of the KPPA Executive Director (or delegate) may be 
referred to the Executive Branch Ethics Commission. If the alleged violation is found to be 
true by the KPPA Executive Director (or delegate), the employee shall be disciplined in 
accordance with procedures established by the Personnel Cabinet.

5. If the complaint is against a contractor, vendor, or service provider of the KPPA, the 
complaint shall be forwarded to the KPPA Executive Director (or delegate) for 
investigation. If the alleged violation is found to be true, any action taken shall be consistent 
with the contract between the KPPA and the contractor, vendor, or service provider.

6. If the complaint is against the KPPA Executive Director, the complaint shall be referred to 
the KPPA Board to decide the appropriate course of action.

7. If the complaint is against a KPPA Board member, the Chair or, if the complaint is against 
the Chair, the Vice Chair shall, in consultation with the KPPA Board members not 
implicated in the complaint: 

a. Appoint an ad hoc special committee (“Special Committee”) in accordance with 
the Board Bylaws, to investigate the complaint and report its conclusions and 
recommendations to the rest of the KPPA Board, or 

b. If the complaint alleges a violation of the Executive Branch Code of Ethics 
(Kentucky Revised Statutes Chapter 11A), refer the complaint to the Executive 
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Branch Ethics Commission (KRS 11A.060), the Kentucky Attorney General or 
other appropriate entity. 

8. Upon appointment of a Special Committee in accordance with number seven (7) above, 
the Chair of the KPPA Board (or Vice Chair of the KPPA Board) shall appoint a Chair of 
the Special Committee and shall designate two other KPPA Board members to the Special 
Committee. 

a. The Chair of the Special Committee shall forward the complaint to the person 
against whom the complaint is made. The person may file a written response to the 
complaint, which should include all evidence in his or her possession regarding the 
alleged violation.

b. The Special Committee shall determine how the investigation of the complaint is 
to proceed; provided that the investigation and any information gathered in the 
course of investigation shall be conducted and maintained on a confidential basis.

c. The Special Committee may request the KPPA Executive Director assign staff of 
the KPPA to investigate the alleged violation or may engage a third party to 
investigate the alleged violation. 

d. Information obtained during the investigation shall be deemed confidential if it is 
not subject to public disclosure pursuant to the Kentucky Open Records Act, 
Kentucky Revised Statutes 61.872 to 61.884, at the time of its disclosure or use.

e. If the result of the investigation indicates that the facts are not sufficient to 
constitute a violation of this (or other applicable) Policy or Bylaws, the Special 
Committee shall immediately terminate the investigation and report its 
determination and recommendations to the KPPA Board. If the KPPA Board 
decides to take no action, the Special Committee shall prepare an explanation of 
the decisions to take no action and shall maintain a copy of the complaint and the 
explanation in a confidential file. A copy of the explanation shall be sent to the 
person against whom the allegations were made and no further disclosure shall be 
made. 

f. If the results of the investigation indicate that there is cause to believe that a 
violation of this (or other applicable) Policy has occurred, the Special Committee 
shall report its determination to the KPPA Board for its consideration at the next 
regular or special Board meeting. 

i. The KPPA Board’s discussion of the allegations and the report of the 
Special Committee, including any proposed disciplinary action, shall be 
conducted in closed session pursuant to KRS 61.810(1)(f). 
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ii. The KPPA’s Board’s decision regarding disciplinary action shall be made 
in open session as required by KRS 61.815(1)(c). 

iii. The KPPA Board’s determination that a KPPA Board member violated this 
(or other applicable) Policy shall require a vote of two-thirds (2/3) of the 
remaining KPPA Board members who are not alleged to be in violation of 
this (or other applicable) Policy. If there are not sufficient KPPA Board 
members present at a meeting, the Chair may pass the matter to the next 
regular or special meeting of the KPPA Board.

iv. If the KPPA Board finds that a KPPA Board member has violated this (or 
other applicable) Policy, the remaining KPPA Board members who are not 
alleged to be in violation of this (or other applicable) Policy may impose 
any or all of the following disciplinary actions:

1. Remove the KPPA Board member from any or all committees to 
which the board member is assigned;

2. Verbal public reprimand; and/or
3. Written public reprimand.

9. If the Board becomes aware of violations of its Conflict of Interest Policy, no provision of
this (or other applicable) Policy shall be interpreted to limit the Board’s remedies provided 
pursuant to the terms of an applicable contract, and by state or federal law. 

GENERAL STATEMENT CONCERNING EXECUTIVE BRANCH ETHICS 

Individuals as set forth above shall conform to the Executive Branch Code of Ethics with 
regard to conflicts of interest as set forth in KRS Chapter 11A. 
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CERTIFICATION

We, the Chair of the Board of the Kentucky Public Pensions Authority and the Executive 
Director of the Kentucky Public Pensions Authority, do hereby certify that this Conflict of Interest 
Policy was made effective by the Board of the Kentucky Public Pensions Authority on the ______
day of ________________, 2021. 

__________________________________________ ___________________________
Chair Date
Kentucky Public Pensions Authority

__________________________________________ ___________________________
Executive Director Date
Kentucky Public Pensions Authority
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KENTUCKY PUBLIC PENSIONS AUTHORITY
CONFLICT OF INTEREST STATEMENT

I, _____________________________ in my position as ___________________________ 
with the Kentucky Public Pensions Authority (“KPPA”), recognize the need to maintain 
the public’s confidence and trust in the integrity of the KPPA and the Commonwealth of 
Kentucky.

I understand that I have the obligation to diligently identify, disclose, avoid and manage 
conflicts of interest that may arise through my relationship with the KPPA.

I will conduct my activities with the KPPA so that I do not advance or protect my own 
interests or the private interests of others with whom I have a relationship, in a way that is 
detrimental to the interests of the KPPA. 

In every instance in which I am acting on behalf of the KPPA, I will conduct my activities 
in a manner to best promote the interests of the KPPA.

I agree not to attempt to influence the KPPA to disregard the interest of the members and 
beneficiaries of the Kentucky Retirement Systems and the County Employees Retirement 
System.  

In all matters where an official decision must be made that may favorably or detrimentally 
impact my own financial interests or the financial interests of others with whom I have a 
relationship, I will reveal that relationship and abstain from involvement in the official 
decision.   

When a conflict of interest arises, or when a potential conflict of interest arises, I will 
disclose that conflict or potential conflict to my supervisor or contact person at the KPPA
and seek resolution of that issue.

I understand that, pursuant to the KPPA Conflict of Interest policy, I am subject to the 
conflict of interest provisions of the Executive Branch Code of Ethics as set forth in 
Kentucky Revised Statutes Chapter 11A, and I agree to conform thereto.

To:  KPPA Executive Director
KPPA Executive Director Office of Investments
KPPA Executive Director Office of Operations
KPPA Executive Director Office of Benefits
KPPA Executive Director Office of Legal Services
All Employees of KPPA Division of Investments and Investment Operations
All KPPA Division Directors
All KPPA Board members
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KPPA
Conflict of Interest Statement
Page 2

CONFLICT OF INTEREST QUESTIONNAIRE

Have you, or any family member as defined in Kentucky Revised Statutes 11A.010(4) or 
business associate of yours directly or indirectly:

1. Interests and Investments: Knowingly acquired any interest in or received any 
type of payment or remuneration from any business that does business with the
KPPA, the Kentucky Retirement Systems, or the County Employees Retirement 
System? If your answer is yes, please list the business, the type of payment or 
remuneration, and the date of the payment in the space provided at the end of this 
statement.

Yes No

2. Past Work Relationships: Knowingly been involved in any work relationships in 
the past that would either constitute or create the appearance of a conflict of interest 
with the KPPA, the Kentucky Retirement Systems, or the County Employees 
Retirement System? If your answer is yes, please list the person and the work 
relationship in the space provided at the end of this statement.

Yes No

3. Gifts and Entertainment: Knowingly received any gifts, entertainment or other 
thing of value from any business that does business with or is seeking to do business 
with the KPPA, the Kentucky Retirement Systems, or the County Employees 
Retirement System? If your answer is yes, please list the gift, entertainment or 
other thing of value, the person or business from which you received the gift, 
entertainment, or other thing of value, and the date of receipt in the space provided 
at the end of this statement.

Yes No

4. Improper Activities: Knowingly engaged in any activity or have any interest or 
arrangement that might appear to involve a conflict of interest pursuant to the KPPA 
Conflict of Interest Policy or the Executive Branch Code of Ethics? If your answer 
is yes, please list the activity, interest, or arrangement in the space provided at the 
end of this statement.

Yes No

If any “Yes” box is checked in answer to any of the above questions, please explain in the 
space provided on the next page. Use additional sheets if necessary.
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Conflict of Interest Statement
Page 3

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________

I have read the Kentucky Public Pensions Authority Conflict of Interest Policy, as well as 
the Executive Branch Code of Ethics, and agree to report, in writing, to the Chair of the 
Kentucky Public Pensions Authority Board any situation which either poses or may pose 
a possible conflict of interest.

Agreed this the _________ day of ____________________, 202_.

_______________________________________________
Signature

_______________________________________________
Name

_______________________________________________
Title
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To:   Kentucky Public Pensions Authority  
 
From:   Betty Pendergrass, CPA, CGFM, Chair 

Joint Audit Committee  

Kristen N. Coffey, CICA  
Division Director, Internal Audit Administration 
 

Date:  September 8, 2021 
 
Subject: Summary of Joint Audit Committee Meeting 
 
The County Employees Retirement System and Kentucky Retirement Systems Joint Audit Committee 
held a regularly scheduled meeting on August 26, 2021. 
 
1. The following items were approved by the Joint Audit Committee and are being forwarded to the 

Kentucky Public Pensions Authority for ratification* 
a. Charter for the Joint Audit Committee – minor changes were made and have already been 

incorporated; passed unanimously. 
 

b. Charter for the Division of Internal Audit Administration – minor changes were made and 
have already been incorporated; passed unanimously  

 
RECOMMENDATION: The Joint Audit Committee requests the Kentucky Public Pensions Authority 
ratify the actions taken by the Joint Audit Committee. 
 
2. The following items were also discussed that may need action from Kentucky Public Pensions 

Authority management:  
a. Reconciliation of eMARS to Great Plains audit – Four findings, all indicate they have been 

implemented. 
b. Custodial Fee Payment Process audit – Two findings, both indicate they have been 

implemented. 
c. Results of the Security Infrastructure audit. 

 
*Kentucky Public Pensions Authority Action Required 
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Kentucky Public Pensions Authority 
 

Charter for the Division of Internal Audit Administration 

 

I. Charter 
 
This Charter establishes the authority and responsibility of the Division of Internal Audit 
Administration Internal Audit . 
 

II. Mission of Internal Audit 
 
Internal Audit serves the Kentucky Public Pensions Authority KPPA  as well as the Board of Trustees 
Board  of the County Employees Retirement System CERS  and the Kentucky Retirement Systems 
KRS  by enhancing and protecting organizational value with risk-based and objective assurance, 

advice, and insight. 
 

III. Core Principles of Internal Audit 

1. Remain independent, which is objective and free from undue influence. 
2. Demonstrate competence and due professional care. 
3. Demonstrate integrity. 
4. Support the strategies, objectives, and risks of the organization. 
5. Remain adequately resourced. 
6. Promote quality and continuous organizational improvement by communicating effectively; 

providing risk-based assurance; and remaining insightful, proactive, and future-focused. 

IV. Audit Standards 

Internal Audit shall adhere to the International Standards for the Professional Practice of Internal 
Auditing Standards .  Where applicable, Internal Audit will observe standards and statements 
issued by other accounting and auditing organizations located within the United States of America. 
Internal Audit is expected to abide by the Institute of Internal Auditors IIA  Code of Ethics Exhibit 
A . 

Internal Audit will adhere to the IIA’s Mandatory Guidance, which includes the Core Principles for 
the Professional Practice of Internal Auditing see section III , the Code of Ethics see Exhibit A , the 
Standards 1 , and the definition of internal auditing see section VI . The Mandatory Guidance 
constitutes the fundamental requirements for the professional practice of internal auditing and the 
principles against which to evaluate the effectiveness of the Internal Audit’s performance.   

V. Joint Audit Committee 
The purpose, authority, composition, and responsibilities of the Joint Audit Committee are outlined 
in the Charter for the Joint Audit Committee.  

 

                                                       
1 https://na.theiia.org/standards‐guidance/Pages/Standards‐and‐Guidance‐IPPF.aspx 
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VI. The Internal Audit Function 
Definition 
As defined by the Institute of Internal Auditors, internal auditing is an independent, objective 
assurance and consulting activity designed to add value and improve an organization's operations.  
The goal of internal auditing is to help the organization accomplish its objectives by bringing a 
systematic, disciplined approach to evaluating and improving the effectiveness of risk management, 
control, and governance processes.  
 
Purpose and Objective 
Internal Audit was established to assist the KPPA; the Boards of Trustees of CERS and KRS; and the 
Executive Management teams of KPPA, CERS, and KRS in their governance role. Internal Audit also 
assists in achieving sound managerial control over all financial and operational aspects including, but 
not limited to, accounting, investments, benefits, legal compliance, asset management, and 
information management and control systems. The primary objective of Internal Audit is to assist all 
levels of management in achieving the effective discharge of their assigned responsibilities by 
providing independent analysis, appraisals, advice, and recommendations concerning the activities 
reviewed.  Internal Audit helps the KPPA and the systems it is tasked with administrating and 
operating, CERS and KRS, accomplish its objectives by bringing a systematic, disciplined approach to 
evaluating and improving the effectiveness of risk management, control, and governance processes. 
Accomplishment of the Internal Audit objective may involve: 

1. Evaluating the adequacy and effectiveness of the system of internal controls. 
2. Evaluating the relevance, reliability, and integrity of management, financial and operating 

data, and reports. 
3. Evaluating the systems established to ensure compliance with those policies, plans, 

procedures, statutory requirements, and regulations which could have a significant impact 
on operations. 

4. Evaluating the means of safeguarding assets and, as appropriate, verifying the existence of 
such assets. 

5. Evaluating the economy, efficiency, and effectiveness with which resources are employed. 
6. Evaluating operations or programs to ascertain whether results are consistent with 

objectives and goals established by KPPA, CERS, and KRS as well as evaluating whether the 
operations or programs are being carried out as planned. 

7. Assessing the adequacy of established systems and procedures.   
8. Conducting special assignments and investigations on behalf of the Joint Audit Committee, 

KPPA, CERS, or KRS into any matter or activity affecting the probity, interests, and operating 
efficiency of KPPA, CERS and KRS. 

 
Independence 
Internal Audit is an advisory function having independent status within KPPA.  The Internal Audit 
Director: 

1. Shall be independent of any other office, division, branch, or section.  
2. Shall have direct access, as deemed necessary, to the Joint Audit Committee and/or KPPA, 

CERS, and KRS Executive Management teams. 
3. Shall have no managerial powers, functions, or duties except those relating to the 

management of the Division of Internal Audit Administration. 
4. Shall not be involved in the day-to-day operation of the KPPA, CERS, or KRS. 
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5. Shall not be responsible for the detailed development and/or implementation of new 
systems, but should be consulted during the system development process on the control 
measures to be incorporated in new or amended systems, and be advised of approved 
variations or new developments. 

Authority 
The Internal Audit Director will report functionally to the Joint Audit Committee. Functionally 
meaning the Joint Audit Committee approves items including, but not limited to the Audit Plan, 
various Charters, the audit budget, and organizational structure of the internal audit function. 
 
The Internal Audit Director will report administratively to the KPPA Office of Operations Executive 
Director. Administratively meaning the Internal Audit Director and KPPA Office of Operations 
Executive Director work together on day-to-day activities including, but not limited to leave 
reporting, training, travel, development of the Audit Plan, and staffing requirements. It is incumbent 
that all KPPA, CERS, and KRS employees render assistance to the Internal Audit Director in carrying 
out his/her audit duties. The KPPA Internal Audit Director shall: 

1. Have access, at all reasonable times, to all books, documents, accounts, property, vouchers, 
records, correspondence, and other data of KPPA, CERS, and KRS necessary for the proper 
performance of the internal audit function. 

2. Have the right, at all reasonable times, to enter any premises of KPPA and to request and 
promptly receive from any KPPA, CERS, or KRS employee all information and such 
explanations deemed necessary for the Internal Audit Director to formulate an opinion on 
the probity of action, adequacy of systems, and/or of controls.   

Activities 
The Internal Audit Director shall be responsible to the Joint Audit Committee for the functional 
control of audit activities in relation to: 

1. Development, implementation, and oversight of internal audit methods and procedures. 
2. Development and control of an efficient Audit Plan. 
3. Scope and boundaries of internal audits. 
4. Documentation of audit findings. 
5. Assistance in the investigation of significant suspected fraudulent activities and promptly 

notifying the Joint Audit Committee; KPPA; and the KPPA, CERS, and KRS Executive 
Management teams of the results of any findings and conclusions. 

6. Maintenance of certain records such as, but not limited to, records related to internal audits 
and CERS and KRS Board elections.  

7. Considering the scope of work of the external auditors and regulators, as appropriate, for 
providing optimal audit coverage at a reasonable overall cost. 

8. Fulfilling the objectives of the Division of Internal Audit Administration. 
9. Utilizing Internal Audit resources to maximize the efficiency and effectiveness of the internal 

audit function. 
10. Adherence to appropriate auditing standards, including, but not limited to, International 

Standards for the Professional Practice of Internal Auditing, Generally Accepted Government 
Auditing Standards, and Standards for Internal Controls in the Federal Government these 
standards can be applied to state government . 

11. Review of the Independent Auditor’s Report, Management’s Discussion and Analysis, 
Financial Statements including footnotes , and the other various sections of the Annual 
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Report for both CERS and KRS prior to presentation to the Joint Audit Committee.  Internal 
Audit staff will identify any perceived errors and discrepancies within the Annual Report.  
However, the KPPA Executive Management team, not Internal Audit, is responsible for the 
substantive content, accuracy, consistency, and completeness of Management’s Discussion 
and Analysis, Financial Statements including footnotes , and other sections of the Annual 
Report. 

Relationship with External Auditors 
Upon request, the Internal Audit Director shall make available to the external auditors all internal 
audit working papers, programs, flowcharts, and reports. The Internal Audit Director shall work with 
the external auditors to foster a cooperative working relationship, reduce the incidence of 
duplication of effort, ensure appropriate sharing of information, and ensure coordination of the 
overall audit effort. 

VII. Internal Audit Staff and Responsibilities 
 
Internal Audit was established in July 2003 and is currently comprised of four positions: 

 
Division Director 

1. Oversees the day-to-day operations of Internal Audit. 
2. Ensures policies, programs, and procedures are in place to achieve strategic, risk 

management, and operational objectives.   
3. Performs risk assessment. 
4. Develops the Audit Plan to address items noted in the risk assessment and in accordance with 

specifications from the Joint Audit Committee and the KPPA, CERS, and KRS Executive 
Management teams.  

5. Performs audit, consulting, and assurance services as well as special projects in support of 
the Audit Plan and in compliance with Internal Audit procedures. 

6. Submits results of audit, consulting, and assurance services as well as results of special 
projects to the Joint Audit Committee and applicable members of the KPPA, CERS, and KRS 
Executive Management teams. Results of audit, consulting, and assurance services or special 
projects related to investments will also be submitted to the Investment Committee. 

Internal Auditor  
1. Supports the Division Director in completion of daily activities.   
2. Performs non-investment related audit, consulting, and assurance services in compliance 

with Internal Audit procedures. 
3. Completes non-investment related special projects, upon request, in compliance with 

Internal Audit procedures. 
4. Communicates the results of non-investment related audit, consulting, and assurance 

services as well as results of special projects to the Internal Audit Director.   
5. As needed, assists in the completion of investment related activities.  
6. Serves as first level reviewer on non-investment related projects performed by Auditor. 

 
Retirement Investment Specialist  

1. Supports the Division Director in completion of daily activities.   
2. Performs investment related audit, consulting, and assurance services in accordance with 

Internal Audit procedures. 
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3. Completes investment related special projects, upon request, in accordance with Internal 
Audit procedures. 

4. Communicates the results of investment related audit, consulting, and assurance services as 
well as results of special projects to the Internal Audit Director.   

5. As needed, assists in the completion of non-investment related activities. 
6. Serves as first level reviewer on investment related projects performed by Auditor. 

 
Auditor  

1. Supports the Internal Auditor and Retirement Investment Specialist in completion of daily 
activities.   

2. Performs both non-investment and investment related audit, consulting, and assurance 
services in compliance with Internal Audit procedures. 

3. Completes both non-investment and investment related special projects, upon request, in 
compliance with Internal Audit procedures. 

4. Communicates the results of audit, consulting, and assurance services as well as results of 
special projects to the Internal Audit Director.   

Specific Areas of Expertise 
Since Internal Audit has limited resources and specialized requirements are needed to administer a 
complex public pension system, Internal Audit may request third-party expertise to assist in fulfilling 
audit goals e.g. information technology and data security . Outsourced third party audits will be 
approved by the Joint Audit Committee. The findings, recommendations, and management comments 
will be presented to the Joint Audit Committee for approval and for subsequent ratification by the 
CERS Board and KRS Board. 

 

VIII. Internal Audit Practices 
 
Conflicts of Interest 
Internal auditors shall be objective and free from undue influence in performing their job.  Objectivity 
requires internal auditors to have an impartial and unbiased attitude, to avoid conflicts of interest, 
and to perform audits in such a manner that no significant quality compromises occur.  To help 
ensure that internal auditors are not placed in an environment impeding their ability to make 
objective, professional judgments, Internal Audit will take the following precautionary measures:      

1. All Internal Audit staff will be required to complete an annual Independence Statement 
certifying that auditors have no actual or perceived conflict that would impair their 
objectivity or independence.  This statement will be signed by the auditor’s direct supervisor.    

2. Staff assignments will be made so that potential and actual conflicts of interest and bias are 
avoided.  If a conflict of interest or bias is present, the auditor s  will be reassigned. 

3. Staff assignments will be rotated periodically, if practicable to do so. 
4. Internal Audit staff will not assume operational responsibilities. 
5. For a period of no less than one year, Internal Audit staff will refrain from assessing specific 

operations for which they were previously responsible. 
 

Due Professional Care  
Internal auditors shall apply the care and skill expected of a reasonably prudent and competent 
auditor.  Due professional care does not imply infallibility and internal auditors must exercise due 
professional care, with consideration of the following: 

1. Extent of work needed to achieve the engagement’s objectives. 
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2. Relative complexity, materiality, or significance of matters to which assurance procedures 
are applied. 

3. Adequacy and effectiveness of risk management, control, and governance processes. 
4. Probability of significant errors, irregularities, or noncompliance. 
5. Cost of assurance in relation to potential benefits. 
6. Use of various software tools including, but not limited to Excel, Access, Word, Interactive 

Data Evaluation and Analysis IDEA , Tableau, and Gravity Software 
 
Proficiency and Continuous Professional Education CPE   
Internal Audit staff shall collectively possess the knowledge, skills, attributes, and other 
competencies essential to the practice of internal auditing within the organization.  Educational and 
work experience criteria have been established for the various positions within Internal Audit.  In 
order to maintain their proficiency, all auditors are encouraged to continue their education and will 
be provided adequate opportunities to do so.  Such continuing education ensures that internal 
auditors remain current on professional techniques and standards. If an auditor holds a certification, 
continuing education hours necessary to meet certification requirements should be obtained. If no 
certification requirements are necessary, a minimum of 16 hours of continuing auditor education 
shall be obtained annually. Continuing education may be obtained through membership and 
participation in professional societies, attendance at conferences, college courses, and in-house 
training. KPPA may reimburse an auditor for the cost of obtaining continuing education; however, 
the employee should obtain approval prior to registering for any course or seminar. 
 
Internal Audit staff are encouraged to obtain professional certification s . Accreditation is an 
important indicator of an auditor’s technical proficiency. The following certifications are some of 
those available to auditors this list is not all inclusive : 
 

1. Certified Internal Auditor, 
2. Certified Fraud Examiner, 
3. Certified Government Financial Manager,  
4. Certified Information Systems Auditor, and 
5. Certified Public Accountant. 

Performance Evaluations 
Performance evaluations for merit employees shall be conducted as outlined in the Commonwealth 
of Kentucky Personnel Policies and Kentucky Revised Statutes Chapter 18A. The Joint Audit 
Committee Chair and KPPA Office of Operations Executive Director shall review the performance for 
non-merit employees.   
 
Quality Assessment and Improvement Program  
Internal Audit will maintain a quality assurance and improvement program that covers all aspects of 
the Internal Audit function.  The program will include an evaluation of Internal Audit’s conformance 
with the International Standards for the Professional Practice of Internal Auditing and an evaluation 
of whether internal auditors apply the IIA’s Code of Ethics.  The program will also assess the efficiency 
and effectiveness of Internal Audit and identify opportunities for improvement.   

 
Internal Assessments  

1. Ongoing Internal Assessments – Ongoing internal assessments for routine internal audit 
activities are an integral part of the day-to-day supervision, review, and measurement of the 
internal audit activity.  The measurement tools for assessment are engagement supervision, 
feedback from audit customers, audit plan completion, and analysis of other performance 
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metrics such as recommendations accepted.  Conclusions and planned corrective action will 
be developed and presented to the Joint Audit Committee and KPPA Executive Management 
team.  
 

2. Periodic Assessments – Periodically, Internal Audit will conduct a Self-Assessment as 
outlined by the IIA.  The Director of Internal Audit will disclose the results of the Self-
Assessment and any needed corrective action to the Joint Audit Committee and KPPA 
Executive Management team.         

 
External Assessments  
Internal Audit should strive to have a qualified, independent assessor or assessment team  conduct 
an external assessment at least once every five years.  This can be completed as either a Self-
Assessment with Independent External Validation or a full external assessment.   

 
Records Retention and Disposition  
Internal Audit shall retain a complete file of each audit report and each report of other audit and 
consulting services made under its authority in accordance with the KPPA records retention policy 
or policies of the Kentucky Department for Libraries and Archives for a period of seven 7  years.  
The file shall include audit work papers and other supportive material directly pertaining to the 
report.  After seven 7  years, the work papers and other supportive material directly pertaining to 
the audit report can be destroyed. An electronic copy of all final reports should be maintained 
indefinitely. To guard against identity theft and fraud, destruction of business records and materials 
shall be done in a secured manner such as through use of the on-site Division of Waste Management 
recycle containers. All CD/DVD materials shall be submitted to the KPPA Information Security 
Officer.  
 

IX. Internal Audit Services 

The scope of Internal Audit shall be sufficiently comprehensive to enable the effective and regular 
review of all operational, financial, and related activities. Coverage may extend to all areas of KPPA, 
CERS, and KRS and include financial, accounting, investments, benefits, administrative, computing, 
and other operational activities.  The extent and frequency of internal audits will depend upon 
varying circumstances such as results of previous audits, relative risk associated with activities, 
materiality, the adequacy of the system of internal control, and resources available to Internal Audit. 

Internal Audit provides independent audit, consulting, and assurance services to assist management 
in balancing operational efficiency with risk identification, assessment, and control.  Internal Audit 
reports to the Joint Audit Committee and collaborates with the KPPA, CERS, and KRS Executive 
Management teams to enhance assurance and accountability at all levels of KPPA, CERS, and KRS.  In 
order to meet the responsibilities and objectives as set forth in the Internal Audit Charter, it is 
necessary for Internal Audit to perform varying types of services depending on the circumstances 
and requests. Services can be requested by the Joint Audit Committee; KPPA; or any member of the 
KPPA, CERS, or KRS Executive Management team.  Other KPPA employees can also request services. 
In these instances, the Internal Audit Director will seek approval from the KPPA Office of Operations 
Executive Director and the Joint Audit Committee before engaging in the service. Internal Audit 
provides the following types of audit, consulting, and assurance services.    
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Audits 
1. Performance Audits – Most audits conducted by Internal Audit are performance audits. These 

audits provide an independent assessment of the performance of a government organization, 
program, activity, or function in order to provide information to improve public 
accountability and facilitate decision-making by parties with responsibility to oversee or 
initiate corrective action. During a Performance Audit, the auditor completes both a 
Compliance Audit and a Process Review both explained below . A Policy Review explained 
below  may also be included as part of a Performance Audit. 
 

2. Compliance Audits – Compliance audits determine whether a division has complied with 
KPPA, CERS, and/or KRS agency policies and procedures, divisional policies and procedures, 
Kentucky Administrative Regulations, Kentucky Revised Statutes, and federal law. 

 
3. Operational Audits – Operational audits analyze how effectively and efficiently business units 

achieve organization and/or division goals.  Effectiveness is measured by how successful a 
business unit is at achieving organization and/or division goals.  Efficiency is measured by 
how well the business unit uses resources in order to achieve organization and/or division 
goals.  
 

4. Investment Audits – Investment audits may be performed to review movement of funds e.g. 
purchases, sales, and income , cash management, manager fees, and other investment related 
activities.  Investment audits may also be performed to ensure compliance with procurement 
regulations, contracts, internal policies and procedures as well as to ensure proper internal 
controls exist over the investment function. 

 
5. Investigative Audits – Investigative audits may result from findings during a routine audit or 

from information received from personnel.  These audits are normally requested by a 
member of the KPPA, CERS, or KRS Executive Management team, the Joint Audit Committee, 
or the KPPA as a result of information received from an anonymous tips. These audits focus 
on alleged, irregular conduct.  Reasons for investigative audits may include internal theft, 
misuse of State property, and/or conflicts of interest.  These audits should be conducted 
immediately in order to collect and preserve as much relevant evidence as possible.  It is 
essential that the records in question be removed from the division/employee under 
investigation or otherwise safeguarded.  Investigative audits will be conducted in accordance 
with Internal Audit procedures and may include expertise from internal and external experts 
in fields, such as but not limited to, legal, information technology, human resources, and 
accounting. A draft investigative audit report will be provided to the Joint Audit Committee. 
The Joint Audit Committee will determine if further actions are needed. The Joint Audit 
Committee will control any internal or external report distribution.  

 
6. Information Technology Audits – Audits of information systems and technology may be 

performed to determine whether existing or new computer applications and hardware 
function in an accurate and efficient manner and include adequate internal controls.  Internal 
Audit involvement in a new system may include the review of system development 
methodology and the effectiveness and efficiency of the system being implemented. These 
audits could include reviews of general controls which affect all computer applications. 
Examples may include computer security, disaster recovery, program change controls, and 
quality control procedures. 
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7. Financial Audits – A financial audit is a review intended to serve as a basis for expressing an 
opinion regarding the fairness, consistency, and conformity of financial information with 
generally accepted accounting principles GAAP . Financial audits can be comprehensive or 
limited in scope depending on the objectives.   

a. A comprehensive financial audit consists of a review of the financial statements of an 
entity over a specific duration of time to accurately express an opinion on those 
statements. Such an audit is conducted in accordance with generally accepted 
auditing standards GAAS  as adopted by the American Institute of Certified Public 
Accountants AICPA . For CERS and KRS, an external auditor performs this type of 
audit annually. 

b. A limited financial audit concentrates on a review of specific financial transactions. 
The primary concerns include determining accuracy of data and evaluation of 
controls by reviewing the following items: 

i. Physical control over assets,  
ii. System of authorization and approval,  

iii. Separation of duties between operations and custody of assets.   
 
Process Reviews 
A process review is specific to a single business process. These reviews assess the effectiveness of 
internal controls over the process as well as test the efficiency of the process.  These reviews also 
help ensure the business process is operating the way management intended.  These reviews are 
typically performed in conjunction with a new business process being developed or immediately 
after a new business process is implemented. These reviews may be performed as needed in 
response to particular findings identified during the course of performing other types of services 
within a particular division.    
 
Policy Reviews 
During a policy review, Internal Audit analyzes either a new or established policy. Internal audit will 
ensure the policy complies with applicable Kentucky Administrative Regulations, Kentucky Revised 
Statutes, and federal laws. Internal Audit will also determine if the policy establishes sufficient 
internal controls in relation to the related business process. For example, during a review of a policy 
related to invoice payment, Internal Audit would ensure internal controls have been designed to 
ensure timely payment, prevent duplicate payment, establish segregation of duties, etc. 
  
Agreed Upon Procedures 
An Agreed upon Procedures engagement is performed only upon request. During these engagements, 
the requestor specifies exactly what the auditor is to do. The auditor then performs only the 
requested procedures. An opinion is not expressed in these reviews. For example, a request could be 
made to review all expenditures posted to a particular account s  during a specific time-frame to 
determine if any expenditures were improperly coded to the account s . Internal Audit would review 
the requested account s  over the specified time-frame and issue a report indicating how many 
expenditures were posted incorrectly. These engagements are beneficial if there is an area a division 
wants to review, but does not have the resources or time to perform the review themselves. 
 
Annual Report Review 
Each year, KPPA personnel prepares an Annual Report for the County Employees Retirement System 
and Kentucky Retirement Systems. Prior to presentation to the CERS Board and KRS Board, Internal 
Audit will review the Independent Auditor’s Report, Management’s Discussion and Analysis, and the 
various sections of the Annual Report – Financial Statements including footnotes , Actuarial, and 
Statistical.  Internal Audit staff will identify any perceived errors or discrepancies within the Annual 
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Report. However, the KPPA Executive Management team, not Internal Audit, is responsible for the 
substantive content, accuracy, consistency, and completeness of Management’s Discussion and 
Analysis, Financial Statements including footnotes , and other sections of the Annual Report.    

External Audit Assistance   
Assistance may be provided to the External Auditor during the annual audit of the KPPA financial 
statements or other audit engagements.  The Internal Audit Director will work with the external 
auditors to foster a cooperative working relationship, reduce the incidence of duplication of effort, 
ensure appropriate sharing of information, and ensure coordination of the overall audit effort.  Upon 
request, the Internal Audit Director will make available to the external auditors all internal audit 
working papers, programs, flowcharts, and reports. The Internal Audit Director will review the 
resulting audit findings and management letter comments to determine any impact upon the Audit 
Plan. 
 
Referencing 
During the course of various types of audit, consulting, and assurance services, the Internal Audit 
Director may identify continuing patterns of conduct or reoccurring “themes” e.g. the same type of 
problem is noted in multiple divisions .  For example, findings for two divisions within an office, 
which identify a broader office finding e.g. lack of controls, need for increased communication, 
absence of performance criteria, insufficient data processing policy, etc. . When developing the Audit 
Plan, Internal Audit always considers these themes when scheduling audits for the next period, 
particularly when these items impact the KPPA mission. 

Board of Trustee Elections 
Internal Audit assists in both CERS and KRS Board elections.  Detailed Internal Audit procedures 
related to the Board elections can be found on the KPPA Process Documentation SharePoint site.  
 
Other Services 
Internal Audit staff may conduct other services as deemed necessary to meet the responsibilities and 
objectives as set forth in the Charter for Internal Audit Administration. Internal Audit staff may 
participate on the KPPA Information Technology Governance team, the Continuity of Operations 
team, and other similar KPPA, CERS, or KRS teams.  
 

X. Risk Assessment and Audit Plan 
 
Consistent with the long-term strategic plan, the Internal Audit Director shall prepare an Audit Plan 
providing for the review of significant operations of KPPA, CERS, and KRS based on an assessment of 
risks pertaining to the achievement of objectives. The Audit Plan shall be presented to the Joint Audit 
Committee for deliberation and finalization. Upon approval by the Joint Audit Committee, the Audit 
Plan will be presented to both the CERS Board and the KRS Board for ratification. 
 
Risk Assessment 
The Audit Plan is based on a risk assessment methodology, as well as requests from management.  
Internal Audit assesses KPPA, CERS, and KRS by seeking input from the Joint Audit Committee; key 
members of KPPA, CERS, and KRS management; and other personnel. Internal Audit also reviews the 
results of past internal and external audits.  Internal Audit then considers organizational risks, such 
as established internal controls, current management, control environment, staffing, system changes, 
regulatory and legal changes, and impact to the financial statements.  Based on the information 
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gathered, an Audit Plan is developed weighting each risk according to the significance to the overall 
mission and objective of KPPA, CERS, and KRS. 
 
The Risk Assessment methodology is based upon the following five-part process: 

1. Identifying KPPA, CERS, and KRS activities/processes these become the “audit universe” . 
2. Scoring the organizational risks for each process identified in the audit universe. 
3. Ranking the processes by overall risk. 
4. Developing the Audit Plan.  
5. Submitting the Audit Plan to the Joint Audit Committee for review and approval. 

 
Organizational risks are scored using a point value with one 1  representing the lowest level of risk 
and five 5  the highest.  The individual factor scores are then multiplied by the risk weight factor.  
The weighted risk factor elements are collectively totaled to obtain the respective aggregate risk 
rating for each auditable area.  The overall risk scores for all KPPA activities are then ranked highest 
to lowest.  After ranking, an Audit Plan is developed.  
 
Audit Plan 
Based upon the results of the Risk Assessment, Internal Audit develops the Audit Plan through a 
prioritization process that includes scheduling audits for the highest risk areas as well as areas that 
have not been reviewed in recent years.  The Audit Plan represents potential audits to be completed 
during the upcoming fiscal year. Internal Audit also identifies other potential audit segments such as 
business processes, expense contracts, and functional areas that may cross over operational units. 
 
The Risk Assessment and Audit Plan are presented to the KPPA, CERS, and KRS Executive 
Management teams in order to obtain suggestions, concerns, and priorities.  After approval of the 
Audit Plan is obtained from the KPPA Executive Director, the Audit Plan is submitted to the Joint 
Audit Committee for approval.  The Audit Plan is periodically reviewed, evaluated, and modified e.g. 
objectives, goals, and strategies  according to the specific risk factors related to KPPA, CERS, and KRS 
operations, internal controls, and estimated liability exposure to the Commonwealth of Kentucky.  
Staff is assigned to audits based upon that auditor’s background and experience.  
 
If Internal Audit receives a request to complete an audit not previously identified on the Audit Plan, 
the request shall be forwarded to the Chair of the Joint Audit Committee for approval.  The Chair of 
the Joint Audit Committee will determine if a special called meeting of the Joint Audit Committee is 
necessary to discuss the requested audit.  If the Chair of the Joint Audit Committee determines that a 
special called meeting is not warranted, then the requested audit will be added to the Audit Plan and 
reported to the Joint Audit Committee on the “Status of Current Projects” at the next regularly 
scheduled Joint Audit Committee meeting.   
 
Tracking Projects 
Internal Audit staff continually track audits and other projects using the Audit Status Tracker 
spreadsheet, which includes dates for significant milestones. If Internal Audit is requested to 
complete projects not foreseen during risk-assessment/planning, these are also tracked on the Audit 
Status Tracker spreadsheet. The status of current projects is presented to the Joint Audit Committee 
at each quarterly meeting.  All findings and recommendations, including status and implementation 
date, are tracked through Gravity Software. 
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XI. Audit Process 
 
Methodology 
For all audit projects, the person responsible for the activity under review shall be advised and given 
the opportunity to discuss the following: 

1. Objectives and scope of the audit to be conducted, prior to the commencement of such audit. 
2. Findings and proposed recommendations upon the completion of an audit, including 

providing an official response to the findings. 

Audit Reports 
A comprehensive written report will be prepared and issued by Internal Audit at the conclusion of 
each audit and will be distributed as considered appropriate. A copy of each report is to be made 
available on a timely basis to the Joint Audit Committee and applicable members of the KPPA, CERS 
and KRS Executive Management teams. Audit reports will normally explain the scope and objectives 
of the audit, present findings and or conclusions in an objective manner relevant to the specific user’s 
needs, and make recommendations where appropriate. 

XII. Quality Assurance and Improvement Plan 

Internal Audit will maintain a quality assurance and improvement program that covers all aspects of 
the internal audit function.  The program will include an evaluation of Internal Audit’s conformance 
with the Standards and an evaluation of whether internal auditors apply the IIA’s Code of Ethics see 
Exhibit A . The program will also assess the efficiency and effectiveness of Internal Audit and identify 
opportunities for improvement.   

Internal Audit will conduct both ongoing and periodic internal assessments. Internal Audit should 
strive to have a qualified, independent assessor or assessment team  conduct an external 
assessment at least once every five 5  years. The Internal Audit Director will provide the results of 
the quality assurance and improvement program, including results of internal and external 
assessments, to the Joint Audit Committee and KPPA Executive Management team.  

XIII. Internal Audit Procedures 
 
Detailed Internal Audit procedures can be found on the KPPA Process Documentation SharePoint 
site. 
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XIV. Approvals 

We, the undersigned of the Joint Audit Committee, CERS Board of Trustees, KRS Board of Trustees, 
and KPPA do certify that this Charter was approved on 15th day of September, 2021. 

 
 

Joint Audit Committee Chair      Date 
 

 

Board Chair        Date 
County Employees Retirement System 

 
 

 

Board Chair        Date 
Kentucky Retirement Systems 

 
 
 

 
Executive Director       Date 
Kentucky Public Pensions Authority  

 
 
 

 
Division Director       Date 
KPPA Division of Internal Audit Administration 

 
 

History: Approval Date: September 15, 2021 
 Amended:  
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EXHIBIT A 
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Kentucky Public Pensions Authority 

 

Internal Audit Administration 

 
 

 
To:  Members of the Joint Audit Committee 
 

From:   Kristen N. Coffey, CICA  
Division Director, Internal Audit Administration 
 

Date:  August 26, 2021 
 
Subject: Final Audit Report Released 
 

Please find attached the final audit report entitled Custodial Fee Payment Process. The report 

is dated July, 29, 2021. The Division of Internal Audit Administration noted two findings, 

which are summarized below. The detailed findings and recommendations as well as 

management’s responses are attached for your review. A separate management letter was 

not issued. 

 

Audit Results 

1. From June 2019 to December 2020, Kentucky Public Pensions Authority KPPA  
made payments totaling $25,875 for Private IQ services that had an effective ending 
date of March 2019.  

2. Procedures related to the custodial fee payment process do not include the due date 
for the fees. 
 

No action is required of the Committee 

 

 

 

Attachment 

 

KPPA Meeting - Ratification of the Joint Audit Committee Charters

51



 

 

 

 

 

 

Investment Custodial Fee Payment Process 
As of June 30, 2021 

 

 

July 29, 2021
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Executive Summary 

The following findings were noted during our review of the Investment Custodial Fee Payment 
process. The related recommendations can be found in the Audit Results section of the report. 

1. From June 2019 to December 2020, Kentucky Public Pensions Authority (KPPA) made 
payments totaling $25,875 for Private IQ services that had an effective ending date of March 
2019.  

2. Procedures related to the custodial fee payment process do not include the due date for the 
fees. 

 

Commendations 

The procedures created by Investment Operations staff related to the reviewing and paying of 
custodial fees are thorough and well documented. We appreciate the time the Division of 
Accounting Assistant Director over Investment Operations and the Retirement Systems Investment 
Branch Manager took to explain this process and their cooperation in answering our questions. We 
also appreciate the time that the Investment Research Analyst and Office of Investments Directors 
took to explain the services provided by the custodial bank, including the services utilized by the 
Office of Investments.  

During testing, we noted several areas that working effectively and efficiently:  

• Invoices were supported by proper backup documentation. 
• All payment confirmation documents were signed and approved by the appropriate, 

authorized persons. 
• All payments were made to the custodial bank before incurring late fees.  
• The trending analysis spreadsheet is efficiently and effectively monitoring all fees.  
• Users have the appropriate access in Nexen.  

 
Background  

Bank of New York (BNY) Mellon entered a custodial contract with KPPA in 2013. KPPA receives 
quarterly invoices for the pension and insurance plans. The total charges on the invoice are 
supported by an excel document that lists each individual transaction for the quarter. Staff from 
Investment Operations (a branch within the Division of Accounting) receive the invoices and 
compare the charges on the supporting documents to the contract with BNY Mellon to ensure 
accuracy. For some charges, a trend analysis is performed to ensure any fluctuation in charges is 
reasonable. After Investment Operations staff completes their review, the invoices are sent to the 
Office of Investments for approval. Once approved, an Investment Operations staff member enters 
the payment information into the BNY Mellon system and another staff member reviews the 
information and releases the payment.  
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When an employee needs to have access to Nexen (the BNY Mellon system) granted or revoked, the 
Division of Accounting Assistant Director over Investment Operations contacts BNY Mellon and 
makes the request. 

Objective 

The objectives of our Investment Custodial Fee Payment process audit were to ensure internal 
controls were in place and operating efficiently, and to ensure compliance with applicable state 
regulations as well as policies and procedures established by the boards and management of the 
County Employees Retirement System (CERS), Kentucky Retirement Systems (KRS), and KPPA.   

Scope and Sampling 

The scope of this audit encompassed custodial fee invoices for pension and insurance funds for 
quarters ending between September 2019 and December 2020. For the period of September 2019 
– December 2020, KPPA received 12 quarterly invoices – six for pension and six for insurance. For 
those 12 invoices, there were 6,690 individual transactions. Auditor selected a statistical sample of 
144 items using a 99% confidence level with a 1.50% sampling error and a .50% maximum expected 
error rate. In addition, all 12 invoices were reviewed for proper payment and approval.   

Auditor also obtained a security access report through Nexen, which lists all users with Nexen 
access. Auditor reviewed access levels for 100% of the users.  

Methodology  

The following steps were performed to ensure the Investment Custodial Fee Payment process 
complied with state regulations as well as policies and procedures established by the boards and 
management of the County Employees Retirement System, Kentucky Retirement Systems, and 
KPPA. 

1. Reviewed current Investment Operations policies and procedures to determine if they were 
accurate and properly reflected the actual processes being followed. 

2. Ensured invoices were properly approved, had supporting documentation on file, and were 
paid timely.   

3. Ensured invoice charges agreed to the BNY Mellon Fee Schedule. 
4. Compiled data sets for the pensions and insurance transactions and graphed each fee type. 

Analyzed the data for specific trends. Please see Exhibit A for the complete analysis and 
regression testing results: 

a. Used graphs to determine if seasonality was a component in fee fluctuations.  
i. If seasonality was not a component of the fee type data set then the simple 

mean on the trending analysis spreadsheet was deemed an appropriate metric 
for modeling and predicting future fees.  
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ii. If seasonality was component then regression analysis was used to test the 
theory. If the analysis produced statistically significant results, a predictive 
model was built.  

b. Reviewed the graphs for extreme irregularities.  
5. Ensured KPPA staff has proper access to Nexen. 
6. Reviewed services provided by custodial bank to determine if KPPA was paying for 

unutilized and/or duplicative services. 
 

 
This report is intended solely for use by the Office of Investments; Division of Accounting; Joint 
Audit Committee; the Boards of Trustees for CERS and KRS; and the Executive Management teams 
for KPPA, CERS, and KRS. This report is not intended to be, and should not be, used by anyone other 
than the specified parties. All reports are subject to Open Records Requests. 
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Audit	Results

Item	#1 Fee	Charged	for	Cancelled	Service
Condition

Criteria

Cause

Effect

Recommendation

Management	
Response

Implementation	
Date

Item	#2 Custodial	Fee	Due	Date
Condition
Criteria

Cause
Effect

Recommendation

Management	
Response
Implementation	
Date

KPPA was charged  $25,875 for Private IQ services from September 2019 to December 2020.

The former Executive Director of the Office of Investments did not communicate the termination of the Private IQ services to the 
Investment Operations team in a timely manner.

BNY Mellon provided a letter date July 12, 2019 that shows when Private IQ services were canceled. An updated listing of services 
that would continue after the date on the letter. Private IQ was not one of the services listed.  

One of the 144 fees in the statistical sample did not match the fee schedule. 

7/15/2021

Management concurs with recommendation.  The deadline to pay the invoice has been added to the procedures.

The Retirement Systems Investment Branch Manager should update the custodial fee payment procedures to include the deadline of 
30 days of the invoice date. The procedures should note the penalty for fees not paid within 60 days of the invoice date. 

Note: On July 15, 2021 the Retirement Systems Investment Branch Manager posted updated procedures on the Investment 
Operations SharePoint site. The new procedures state that invoices are payable within 30 days and are due in 60 days of invoice date.  

New employees completing this task may not be aware of the deadline. If the deadline is missed, KPPA would incur an additional 1.5% 
charge, per month.

The Investment Operations team was not aware of the deadlines included in the custodial bank fee schedule. 

The Custodial Bank Fee Schedule Section V (page 13, bullet 11) states, "All amounts due will be payable within 30 days of invoice date. 
Fees not paid within 60 days of the date of the invoice will be subject to a late charge of 1.5% per month. Any objections, corrections, 
or adjustments to a bill must be raised within 12 months of the billing date."

Procedures related to the payment of the custodial bank fee do not include the deadline for paying the fees. 

6/10/2021

Response	from	Investment	Operations: Management concurs with the recommendation.  BNY Mellon has confirmed the 
reimbursement will be returned to us in the form of a reduction in our 6/30/2021 Custodial Fee Invoice.

Response	from	Office	of	Investments: Office of Investments agrees with the recommendations and you are correct on number four, 
we now have a central repository for all correspondence related to investment vendor services.  

1. The Retirement Systems Investment Branch Manager should continue working with the custodial bank to recover this 
overpayment.
2. The Retirement Systems Investment Branch Manager should continue working with the custodial bank to have this fee removed 
from future invoices. 
3. The Executive Director of the Office of Investments should immediately communicate any changes to services, including the 
effective date of the changes, to the entire Investment Operations team.
4. The Executive Director of the Office Investments should save correspondence related to vendor services in a centralized location. 
Please note, this may be in the process with the new investment vendor that was hired in June 2021.  
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Exhibit A: Trending Analysis Study 
Purpose: 

The purpose of this study is to determine how well the trending analysis worksheet monitors 
fees.   

Source: 

Our data comes from the trending analysis worksheet compiled by Investment Operations 
staff by inputting grand totals for each fee from invoices provided by Bank of New York 
Mellon (Mellon). The spread sheet breaks the fees down into funds (pension and insurance) 
and 5 types of fees: Ancillary, structural admin, asset admin, transactions and additional. 
Additional fees are the sum of out of pocket expenses and custody fees. This analysis will use 
all the data available for 9/2013-12/2020 quarters.  

Background: 

From 9/2019-12/2020 the average number of transactions that make up invoices for 
insurance and pension funds is 557 transactions. Due to this large volume of line items, the 
trend analysis spreadsheet was created to help Investment Operations staff efficiently 
monitor custodial fees. Investment Operations staff are generally aware of how active KPPA 
managers have been in any particular quarter and this knowledge, along with professional 
intuition, informs their expectations of how certain fees should be moving over time. For 
example, if KPPA managers have been more active in quarter 2 than they were in quarter 1, 
then it would be reasonable to expect that asset admin fees to increase in quarter 2 compared 
to quarter 1. 

The staff member who has reviewed these fees since 2017 saves her questions about fees in 
the folder of whichever quarter she is working on. There aren’t any emails saved for 2017-
2020 which tells me that the trending analysis spreadsheet hasn’t detected any irregularities 
big enough to cause concern for Investment Operations staff.     

The spreadsheet’s function takes the fees from the current year minus the prior year for each 
quarter and each fee type. This outcome is labeled “variance”. The spreadsheet also 
calculates each fee’s quarterly average and the total yearly average for the variance and 
grand totals. These measurements are showing the short term trends.  

Objective: 

Showing the short term trend is helpful to detect large irregularities but does little to detect 
small irregularities that can make a big difference over time.  

The aim of this study is to build a predictive model based on past trends to Investment 
Operations staff detect these small differences with substantial impact.    
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Methodology: 

Generally, quarterly data has an inherent trend so the simple mean used in the trending 
worksheet is not a recommended statistic to describe or predict this type of data over a long 
period of time because natural seasonality trends violate the assumption of normality and 
independence due to autocorrelation.    

Many of the fees in the transaction, asset admin, custody and expense tabs are charged per 
line item, per LP, or per account basis. Line items on the back up excel spreadsheet are 
created because of money movement due to trades which usually follow cyclical patterns 
like the S&P 500 therefore, it would be reasonable to expect some of the fee types to have a 
seasonality component. If some of the fee types have a seasonality component, then this 
needs to be taken into consideration when building a predictive model.  

On the other hand, our contract with Mellon has a few fixed flat fees that should not change 
over time. For example, we would expect the structural admin fee to stay at $2,500 per our 
contract. For these types of fees, the simple mean and difference in a quarter from one year 
to the next is a good way to model the data and detect abnormalities.  

To tackle these problems, this analysis will be using time series analysis and regression 
testing techniques. 
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Data summary: 

First, we need to graph the data to see how the grand totals act over time. If there is a cyclical 
pattern of consistent highs and lows, then this will signal that there is a seasonality 
component.  

 

This graph shows the grand total for all fees split up between the pension and insurance 
funds. There may be a slight seasonality component from 2013-2015 and again mid 2019 to 
the end of 2020. Keep in mind that there are fixed fees captured in this graph so this should 
not be used to describe the trends in all fee types. What we can conclude from this graph is 
that there is an overall upward trend and the two funds seem to mirror each other with the 
insurance fund constantly being lower than pension. Next, we will investigate each fund and 
fee type more closely on its own.  

Page 7 of 18

KPPA Meeting - Ratification of the Joint Audit Committee Charters

59



 

If we break down all the pension fees into their individual categories, it seems to clear up 
that seasonality is not a component for all fee types. We expected structural admin fees to 
always be $2,500. Its flat line appearance is not surprising. There is an odd negative number 
in 2014 but this falls outside the scope of this audit and it appears to be the only outlier so it 
will be omitted from future analysis of this fee type. Ancillary and additional fees seem to 
have a fairly stagnant trend as well so seasonality will not be considered in the analysis of 
these fee types. Asset admin and transactional fees seem to be the only ones with the 
potential for seasonality.  They also have a faint upward trend and might have a relationship 
of some nature. This will be tested later.  
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The breakdown of insurance fees tells a similar story. Structural admin, ancillary and 
additional fees appear to be consistent with a few exceptions in 2013 and 2015 which, again, 
are isolated events that fall outside the scope of this audit. Asset admin and transactional 
fees aren’t acting like they do with pension. Asset admin fees tended to be higher than 
transactional fees for the pension fund but that is not the case for the insurance fund. This 
relationship will be tested later. Transactional fees look more volatile for insurance than 
pension but keep in mind that the range of values on this graph is shorter than on the pension 
graph which will cause differences to look more exaggerated in insurance than they are in 
pension. Transactional fees for pension and insurance will be graphed together later so we 
can get a better look at how they compare to each other.    

 

Analysis:  

One of the main purposes of the trending analysis spreadsheet is to help Investment 
Operations staff detect unusual charges that aren’t specified in the fee schedule. These 
unspecified charges usually fall into the “Additional” category which is the sum of custody 
and out of pocket expenses. Many fees that fall into these categories are pass-through fees 
that Mellon incurs from managers who are working with KPPA money.  
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Other than the two spikes in 2013 and 2015 for the insurance fund, it looks like additional 
fees have been fairly stagnant since the beginning of our contract with Mellon. Using the 
simple mean to describe and predict this fee type is appropriate since seasonality doesn’t 
seem to be a factor in this data set. The simple mean for insurance would be influenced by 
the two spikes but as time goes on and this linear trend holds, the impact of these spikes will 
lessen. There aren’t any emails from 2017 onward about additional fees and based on this 
consistency, I don’t find it alarming that nothing has been saved.     

Page 10 of 18

KPPA Meeting - Ratification of the Joint Audit Committee Charters

62



What is surprising is that ancillary fees are essentially flat from 2013 to the end of 2015 and 
then at the beginning of 2016 to 2020. The increase shown between 2015 to 2016 is from a 
service being added to this category. Using the simple mean would be appropriate to 
describe and predict this fee since seasonality does not appear to be a component of this fee.  

This was one area of concern for the Executive Director of the Office of Investments. It was 
conjectured that we may have been charged unnecessarily or unfairly by hidden fees in this 
category. It has been determined from interviews with Investment Operations and Office of 
Investment staff that all services in this category are used. Private IQ service had been 
dropped from Mellon effective 2019 so future auditors or reviewers of this analysis should 
expect a significant drop in both insurance and pension showing payment for this service 
being reimbursed and no longer charged but the horizontal trend going forward should 
continue after this drop. 

The staff member in charge of reviewing the invoices hasn’t saved any emails about this fee 
type since she started completing this task in 2017. I don’t find it alarming to see that no 
emails about this fee have been saved.  It appears that the trend analysis worksheet is helping 
Investment Operations staff monitor this fee type efficiently and effectively.  
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Lastly, we will look at how asset admin and transactional fees act over time and how they 
relate to each other. If we find that there is a relationship between these two fees, then 
Investment Operations staff will have another tool to monitor future fees.      

 

Transactional and asset admin fee will be reviewed separately first and then reviewed 
together.  

There’s clearly some form of seasonality displayed here. It would not be appropriate to use 
the simple mean to describe or predict this fee. We will conduct a times series analysis and 
regression analysis to test this theory and to see if we can build a predictive model. Since the 
two funds follow each other closely, we will only test the pension fund for seasonality.    

If we find that there is a relationship between transaction and asset admin fees, then we may 
want to talk to Investment Operations staff about why asset admin fees don’t act the same 
way as transactional fees. This is the only fee type where pension and insurance are basically 
on top of each other instead of insurance mirroring pension at a lower level.     

To start testing for seasonality we need to decompose the actual values for each quarterly 
transactional fee in order to isolate the seasonality component and deseasonalize the actual 
data. Once we have the decomposition elements, we will use regression testing to see if there 
is a relationship between the cyclicity of quarters and the deseasonalized data. If we find 
statistically significant evidence to say that there is a relationship then we can build a 
multiplicative model and forecast future fees.  

The model will be based on the coefficients produced from the regression analysis.  

Page 12 of 18

KPPA Meeting - Ratification of the Joint Audit Committee Charters

64



Here are the results from the regression test in excel:  

 

Ho: Transactional data does NOT have an inherit trend 
Ha: Transactional data has an inherit trend 
α = .05, p-value = 0.3402, R squared = 0.0325  
Only 3.25% of the variability in deseasonalized transactional data is explained by the 
multiplicative model. At the 5% significance level, we fail to reject the null hypothesis. We do 
not have enough evidence to say that there is an inherent trend in transactional data. 
 
Since we didn’t produce statistically significant results in testing the seasonality we can’t use 
the multiplicative model to describe or predict this fee.  

 
This shows the predicted value using the multiplicative model against the actual values. We 
can see here that the actual values don’t follow the predictive model closely.  

If we excluded data from 2013 to 2015, we may have come to a different conclusion since 
this time period is more volatile than the rest. It also has a little bit of a downward trend 
while the rest has an upward trend. Future auditors and reviewers of this analysis may 
consider re-running this test once more quarters are added to the trending spreadsheet. If 
the slight upward trend from mid-2016 to 2020 continues, we may be able to build a model. 
However, as it stands, the early volatility may be causing issues that this analysis will not 
address at this time.   
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Seasonality is probably an element around 2019-2020. It’s not so obvious with the rest of 
the data. We will use the same technique that we used for transactional fees to test for 
seasonality and build a model. We will only test the pension fund for now.       

 Here are the results for regression testing: 

Ho: Asset Admin data does NOT have an inherit trend 
Ha: Asset Admin data has an inherit trend 
α = .05, p-value = .0000, R squared = .59327  
 
59.33% of the variability in deseasonalized Asset admin data is explained by the 
multiplicative model. At the 5% significance level, we reject the null hypothesis. We have 
enough evidence to say that there is an inherent trend in asset admin data. 
 

Surprisingly we have statistically significant results telling us that there is in fact a seasonal 
trend in asset admin fees.  
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As we can see here, the multiplicative model for predicted values follows the actual values 
closely. Investment Operations staff may want to consider using the predictive model as an 
additional tool to monitor this fee type. Fiscal year 2021 has been forecasted on this graph.  

Now that we have an understanding of how transactional and asset admin fees act over time, 
we can test their relationship.  

It was originally thought that asset admin fees and transactional fees would have some kind 
of correlation because transactional fees are created when Mellon handles settled trades and 
money is added or subtracted from our account. It was thought that if asset admin fees go up 
then transactional fees would go up as well, but now that we have tests showing that they 
don’t share the same kind of inherit trend, it is possible this theory will hold up in the next 
few tests. We will test this relationship for pension and insurance since transactional fees 
don’t act like all the other fees where insurance mirrors pension but at a lower level. 
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Here are the Pension fund regression test result from excel:  

Pension (asset admin v transactions)  

Ho: Asset Admin fees are NOT explained by Transactional fees. 

Ha: Asset Admin fees are explained by Transactional fees. 

α = .05, p-value = 0.4589, R squared = 0.0197 

Only 1.97% of the variability in asset admin fees is explained by transactional fees which 
shows a weak relationship between these two variables. Additionally, we are 95% confident 
that the average difference between Asset admin fees and transactional fee is ($0.77) and 
$0.36 which shows no significant difference because $0.00 is captured in this interval. In 
conclusion, at 5% significance level, we fail to reject the null hypothesis. We do NOT have 
enough evidence to say that Transactional fees have an effect on Asset admin fees. 
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Here are the Insurance fund regression test results from excel: 

Insurance  (asset admin v transactions)  

Ho: Asset Admin fees are NOT explained by Transactional fees. 

Ha: Asset Admin fees are explained by Transactional fees. 

α = .05, p-value =  0.0554, R squared = 0.1248 

Only 12.49% of the variability in asset admin fees is explained by transactional fees which 
shows a weak relationship between these two variables. Additionally, we are 95% confident 
that the average difference between Asset admin fees and transactional fee is ($0.73) and 
$0.09 which shows no significant difference because $0.00 is captured in this interval. In 
conclusion, at 5% significance level, we fail to reject the null hypothesis. We do NOT have 
enough evidence to say that Transactional fees have an effect on Asset admin fees. 

 

 

The tests above show that asset admin and transaction fees do not have a relationship like 
initially thought, but this is most likely due to asset admin having a seasonality component 
and transactional fees not having a seasonality component. Investment Operations staff 
should not use the movement of transactional fees to judge variability in asset admin fees.  
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Conclusion: 

The goal of this analysis was to determine trends and create models if possible. We found 
that not only is the structural admin fee constant but ancillary and additional fees are fairly 
constant as well. Using the simple mean is an appropriate way to describe and predict these 
fees.    

The only model we were able to create was a multiplicative model for asset admin fees that 
takes seasonality into account. Hopefully this will be a useful tool for Investment Operations 
staff to use in monitoring this fee. Transactional fees may be modeled better at a later date 
with more data available.  

No emails from 2017 to 2020 have been saved in the custodial fee folder about abnormalities 
and our analysis didn’t find any abnormalities that might cause us to expect there to be an 
email. There are a few unusual spikes around 2015 and 2016 in structural admin and asset 
admin fees but these spikes appear to be isolated events. Over all the trending analysis 
worksheet appears to efficiently monitor all fee types. 
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Kentucky Public Pensions Authority 

Internal Audit Administration 

To: 

From: 

Date: 

Subject: 

Members of the Joint Audit Committee 

Kristen N. Coffey, CICA 
Division Director, Internal Audit Administration 

August 26, 2021 

Final Audit Report Released 

Please find attached the final audit report entitled Reconciliation of Great Plains to eMARS 

and Coding of Expenditures. The report is dated March 9, 2021. The Division of Internal Audit 

Administration noted four findings, which are summarized below. The detailed findings and 

recommendations as well as management’s responses are attached for your review. A 

separate management letter was not issued. 

Audit Results 

1. Lunches for Board of Trustees (Board) meetings and various Board Committee

meetings were posted to the Office Supplies expense category.

2. Travel expenses were coded improperly.

3. Division of Accounting staff do not have documented procedures related to how to

ensure expenditures are properly coded in Great Plains. In addition, there are no

documented procedures related to reviewing the expense category of posted

expenditures.

4. The reconciliation between Great Plains and eMARS (enhanced Management

Administrative Reporting System) is only performed at the overall cash level and not

at the individual expense category level.

Attachment 

No action is required of the Committee. 
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RECONCILIATION OF GREAT PLAINS TO EMARS 
AND CODING OF EXPENDITURES

As of February 11, 2021 

March 9, 2021 
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Executive Summary 
The following findings were noted during our review of the Reconciliation of Great Plains to the 
enhanced Management Administrative Reporting System (eMARS) and Coding of Expenditures 
processes. The related recommendations can be found in the Audit Results section of the report. 

1. Lunches for Board of Trustees (Board) meetings and various Board Committee meetings
were posted to the Office Supplies expense category.

2. Travel expenses were coded improperly.
3. Division of Accounting (Accounting) staff do not have documented procedures related to

how to ensure expenditures are properly coded in Great Plains. In addition, there are no
documented procedures related to reviewing the expense category of posted expenditures.

4. The reconciliation between Great Plains and eMARS is only performed at the overall cash
level and not at the individual expense category level.

Objective 
The objectives of our Reconciliation of Great Plains to eMARS and Coding of Expenditures audit 
were to ensure internal controls were in place and operating effectively and to ensure compliance 
with applicable state regulations as well as policies and procedures established by the Kentucky 
Retirement Systems (KRS) Board and management. 

Background  
Accounting staff reconcile the overall cash balance in Great Plains to the KRS eMARS balance on 
a daily basis. This reconciliation is performed for the five pension funds, five insurance funds, the 
clearing account, and the administrative expense account. Investment related items are not 
included in the reconciliation to eMARS. In addition, individual line item balances are not 
reconciled. The reconciliation is documented on a spreadsheet that is kept on a network drive 
accessible by Accounting staff. The spreadsheet provides details related to the Great Plains 
balance, the eMARS balance, and any reconciling items. The most common reconciling items are 
Cash Receipt documents uploaded to eMARS that are not yet recorded in Great Plains and 
payments entered in eMARS, but not yet approved and posted by the Finance and Administration 
Cabinet.  

Scope and Sampling 
From July 1, 2019 to March 31, 2020, there were 1,369 Great Plains transactions totaling 
$4,190,588 and 1,252 eMARS transactions totaling $5,245,290. For reconciliation and expenditure 
coding purposes, auditor looked at 100% of these transactions.   

From July 1, 2019 to March 31, 2020, there were 187 business days. Auditor judgmentally selected 
to test the 1st and 15th day of each month from July 1, 2019 to March 16, 2020. For each of these 
days, auditor compared the cash account balance to the corresponding checkbook balance. If the 
selected date did not balance, auditor checked all subsequent dates until the account was found to 
be in balance. 
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Methodology  
The following steps were performed to ensure the Reconciliation of Great Plains to eMARS and 
Coding of Expenditures processes complied with applicable state regulations as well as policies 
and procedures established by the KRS Board and management. 

 Reviewed current KRS policies and procedures to determine if they were accurate and
properly reflected the actual processes being followed.

 Ran a Great Plains report and an eMARS report for July 1, 2019 to March 31, 2020 and
performed the following procedures:

 Reconciled the Great Plains individual line item balances to the corresponding
eMARS categories.

 Ensured expenditures were posted in the same accounting period in Great Plains
and eMARS.

 Ensured expenditures were properly coded in Great Plains and eMARS.
 Compared the daily balance of the pension checkbook to the five pension cash accounts

and the clearing account.
 Compared the daily balance of the insurance checkbook to the total of the five insurance

cash accounts.

Commendations 
We would like to thank Accounting staff for their assistance on this audit. All staff was helpful in 
addressing questions and was knowledgeable of the processes reviewed.  

This report is intended solely for use by Accounting staff, the KRS Executive Management team, 
the Audit Committee, and the KRS Board, and is not intended to be, and should not be, used by 
anyone other than the specified parties. All reports are subject to Open Records Requests.  
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Item #1 Board and Committee Lunches

Condition At least $843 related to lunches for Board and Committee meetings was posted to the Office Supplies expense category.
Criteria Finance Administrative Policies and Procedures (FAP) 111-58-00 (4) states, "An agency shall ensure that the proper accounting structure is 

charged for the purchase."
Cause Accounting staff received guidance from a former employee to post lunches for Board and Committee meetings to the Office Supplies expense 

category.
Effect The total amount posted to the Office Supplies expense category does not reflect the actual amount spent on office supplies. In addition, an 

expense category may go over budget if expenses are improperly posted.
Recommendation The Executive Director of Operations should review these expenses and consider if another expense category would be more appropriate for 

Board and Committee lunches.
Management 
Response

The coding was based on a request from a former Executive Director of Operations.  Going forward, these will be coded as 361 travel expenses 
since they are lunches for the board.

Implementation 
Date

March 2021

Auditor Response Not Required

Item #2 Travel Expenses

Condition Travel expenses were not properly coded.
a. $1,355 related to Out of State travel was posted in eMARS as In-State travel.
b. $492 related to lodging was posted to the Miscellaneous expense category in Great Plains; however, other lodging expenses reviewed during
the audit were recorded as travel expenses.
c. $18 related to In-State travel was posted in Great Plains as Out of State travel.

Criteria FAP 111-58-00 (4) states, "An agency shall ensure that the proper accounting structure is charged for the purchase."

Cause Travel expenses are often paid with a Procurement Card. It can be difficult to separate the in-state and out-of-state travel expenses.

Effect The total amount posted to the travel expense categories does not reflect actual travel activity. In addition, a travel expense category may go 
over budget if expenses are improperly posted.

Recommendation 1. When reviewing posted expenses, the Graduate Accounting Branch Manager should ensure the proper expense category is used.
2. Accounting staff should make adjustments if it is determined that an expense is posted to the wrong account.

Management 
Response

These expenses are typically posted correctly in Great Plains (statements are produced from Great Plains not eMARS).  When an error is found 
in eMARS, it has not been our practice to correct the details as the correcting Journal Voucher will not post without manual intervention.  
Accounting will begin preparing and posting correcting Journal Vouchers to eMARS when an error occurs, provided the account numbers in 
eMARS match our account number schematic in Great Plains.  We will develop a spreadsheet with account numbers that are used in eMARS
but not in Great Plains with a crosswalk of what will be used in Great Plains.

Implementation 
Date

April 2021

Auditor Response Not Required
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Item #3 Policy and Procedures Manual

Condition Accounting staff do not have documented procedures related to how to ensure expenditures are properly coded in Great Plans. Procedures 
related to reviewing the expense category of posted expenditures are also not documented.

Criteria 200 Kentucky Administrative Regulation (KAR) 38:070 states, "Each fiscal officer shall develop and document internal controls to both prevent 
and detect abuse, unintentional errors, and the fraudulent disbursement of funds or use of state assets...An internal control plan shall include...
Detailed procedures to be followed in the performance of job duties and functions to emphasize duties that comprise the overall framework of 
accountability and internal controls, and to help ensure the continuation of agency operations in the event of staffing changes...Assessment of 
the control environment, risks, impact of abuse, unintentional errors and potential fraud for...disbursements."

Cause When documenting the reconciliation procedures, Accounting staff did not realize that steps were needed that relate to selecting the expense 
category in Great Plains or the review process for ensuring the correct expense category was selected.

Effect Staff could post items to the improper accounts. New employees may not be aware of how to select the proper expense categories. Those 
tasked with reviewing items may not be aware that checking the expense category is something that should be reviewed.

Recommendation Accounting staff should update their procedures to include steps related to ensuring the proper expense category is selected as well as steps 
related to reviewing posted expenses. 

Management 
Response

Accounting staff will add a spreadsheet of expenses and their proper coding to the existing procedures.

Implementation 
Date

June 2021

Auditor Response Not Required

Item #4 Reconciliations between eMARS and Great Plains

Condition Reconciliations are only performed at the overall cash level.

Criteria 200 KAR 38:070 states, "Each fiscal officer shall develop and document internal controls to both prevent and detect abuse, unintentional errors, 
and the fraudulent disbursement of funds or use of state assets...An internal control plan shall include...Detailed procedures to be followed in 
the performance of job duties and functions to emphasize duties that comprise the overall framework of accountability and internal controls, 
and to help ensure the continuation of agency operations in the event of staffing changes...Assessment of the control environment, risks, 
impact of abuse, unintentional errors and potential fraud for...disbursements."

Cause A former employee reconciled items at the individual account level, but this has not been performed since that employee's departure.

Effect Improper coding of expenses may not be detected during a cash level reconciliation. While the overall balance may reconcile, individual 
categories could go over budget as a result of expenses posting to the incorrect category.

Recommendation The Executive Director of Operations should consider assigning an employee to perform reconciliations at the individual account levels. 
Previously, these reconciliations were performed by someone outside of the accounting function, which serves as a separation of duties and 
allows for an outside review of expenses. These reconciliations should be completed at least quarterly.

Management 
Response

The Executive Director of Operations agrees to assign an employee outside of Accounting to perform reconciliations at the individual 
account levels.  The employee will either be in Procurement or in the Enterprise Project Management Office.

Implementation 
Date

July 2021

Auditor Response Not Required
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1

MEMORANDUM

TO: Kentucky Public Pensions Authority Board (“KPPA Board”)

FROM: Michael Board, Executive Director, Office of Legal Services
Carrie Bass, Staff Attorney Supervisor, Division of Non-Advocacy, Office of Legal 
Services

DATE: September 1, 2021

RE: KPPA Board ratification of filing of amended administrative regulations with the 
Legislative Research Commission (“LRC”)

__________________________________________________________________________________

Background:

In 2017, the Kentucky General Assembly enacted legislation placing an automatic expiration date on 
all administrative regulations promulgated pursuant to Kentucky Revised Statutes Chapter 13A
(including administrative regulations applicable to the Kentucky Retirement Systems and County 
Employees Retirement System), unless the promulgating agency takes action to prevent the regulation
from expiring. Under this legislation, the following administrative regulations were set to expire at the 
end of July 2021 unless an amendment to the regulations were filed with LRC before the July 2021 
expiration date:

1. 105 KAR 1:210, Disability procedures;
2. 105 KAR 1:310, Fred Capps Memorial Act; and
3. 105 KAR 1:330, Purchase of service credit. 

Effective April 1, 2021, Kentucky Revised Statutes 61.505(1)(f) authorizes the KPPA Board to 
promulgate and amend administrative regulations “on behalf of the Kentucky Retirement Systems and 
the County Employees Retirement System, individually or collectively” as long as the regulations are 
consistent with the provisions of … KRS [“Kentucky Revised Statutes”] 16.505 to 16.652, 61.510 to 
61.705, 78.510 to 78.852, and 61.505.”1

Due to the July 2021 expiration deadline and to avoid scheduling an additional meeting, the KPPA 
staff proceeded with filing amendments to 105 KAR 1:210, Disability procedures; 105 KAR 1:310, 
Fred Capps Memorial Act; and 105 KAR 1:330, Purchase of service credit, with LRC without first 

1 As a reminder, Section 45 of House Bill 484 (2020) provides that administrative regulations promulgated by the Board of 
Trustees of the Kentucky Retirement Systems prior to April 1, 2021 on behalf of the County Employees Retirement System 
shall continue to apply to the County Employees Retirement System after the County Employees Retirement System Board 
separation on April 1, 2021. Additionally, the KPPA Office of Legal Services is in the process of working with the staff of 
the Legislative Research Commission to reorganize the administrative regulations previously promulgated for the Kentucky 
Retirement Systems into (1) administrative regulations promulgated by the KPPA for both the Kentucky Retirement 
Systems and the County Employees Retirement System, (2) administrative regulations promulgated by the Board of 
Trustees of the Kentucky Retirement Systems for the Kentucky Retirement Systems, and (3) administrative regulations 
promulgated by the Board of Trustees of the County Employees Retirement System for the County Retirement System. 
When this reorganization occurs, all three of the foregoing regulations will be listed as administrative regulations 
promulgated by the KPPA for both the Kentucky Retirement Systems and the County Employees Retirement System.
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obtaining KPPA Board approval.2 The KPPA staff now request ratification of the amended regulations 
filed with LRC. Below is an overview of the amended regulations that were filed.

105 KAR 1:210, Disability procedures:

105 KAR 1:210, Disability procedures, addresses purely day-to-day functions necessary to administer
disability retirement benefits for both the Kentucky Retirement Systems and the County Employees 
Retirement System. This regulation details the process of applying for hazardous and nonhazardous 
disability retirement benefits,3 the process of review by contract medical examiners to determine 
eligibility to receive disability retirement benefits, the process for appealing a determination of 
ineligibility, and the processes for payment of disability retirement benefits, when approved. Finally, 
this regulation incorporates numerous forms by reference that are used by the KPPA Division 
Disability and Survivor Benefits to facilitate the aforementioned processes.

In the amendment, substantial updates have been made to 105 KAR 1:210, Disability procedures, in 
order to more clearly outline the process of applying for both nonhazardous and hazardous disability 
retirement benefits via the KPPA. The amendments to 105 KAR 1:210, Disability procedures, also 
modernize this regulation to reflect the use of KPPA’s Member Self-Service website and the use of 
electronic communications, where appropriate. The amendments to this regulation further 
acknowledge the KPPA’s use of a third-party vendor, currently MMRO, to facilitate medical examiner 
reviews of disability retirement applications and accompanying records. Finally, the amendments to 
105 KAR 1:210, Disability procedures, include updated and revised forms used in the disability 
retirement process. 

105 KAR 1:310, Fred Capps Memorial Act:

105 KAR 1:310, Fred Capps Memorial Act, likewise addresses purely day-to-day functions necessary 
to administer duty-related disability and survivor benefits for nonhazardous members of both the 
Kentucky Retirement Systems and the County Employees Retirement System. This regulation details 
the process of applying for nonhazardous duty-related disability and survivor benefits, the process of 
review by contract medical examiners to determine eligibility to receive duty-related disability or 
survivor benefits, the process for appealing a determination of ineligibility, and the processes for 
payment of duty-related benefits, when approved. This regulation additionally addresses some areas 
that differ from disability retirement benefits, such as the payment of dependent child benefits. Finally, 
this regulation incorporates numerous forms by reference that are used by the KPPA Division 
Disability and Survivor Benefits to facilitate the aforementioned processes.

In the amendment, substantial updates have been made to 105 KAR 1:310, Fred Capps Memorial Act, 
in order to more clearly outline the process of applying for nonhazardous duty-related disability and 
survivor benefits via the KPPA. The amendments to 105 KAR 1:310, Fred Capps Memorial Act, also 
modernize this regulation to reflect the use of KPPA’s Member Self-Service website and the use of 
electronic communications, where appropriate. The amendments to this regulation further 
acknowledge the KPPA’s use of a third-party vendor, currently MMRO, to facilitate medical examiner 
reviews of applications for nonhazardous duty-related benefits and accompanying records. Finally, the 

2 The amended regulations are all signed by the KPPA Executive Director in accordance with Section 1.4(V.) of the KPPA 
Board Bylaws. 
3 Nonhazardous duty-related disability and survivor benefits are addressed in 105 KAR 1:310, discussed below. The KPPA 
staff is working on a new regulation regarding hazardous duty-related disability and survivor benefits. 
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amendments to 105 KAR 1:310, Fred Capps Memorial Act, include updated and revised forms used in 
the nonhazardous duty-related benefit process. 

105 KAR 1:330, Purchase of service credit:

105 KAR 1:330, Purchase of service credit, addresses purely day-to-day functions necessary to 
facilitate service purchases with the Kentucky Retirement Systems and the County Employees 
Retirement System. This regulation details the process involved in providing service purchase cost 
estimates and the submission of forms and documents necessary for purchasing various types of 
service credit. Finally, this regulation incorporates numerous forms by reference that are used by the 
KPPA Division Member Services for service credit purchases.

In the amendment, updates have been made to 105 KAR 1:330, Purchase of service credit, in order to 
make this regulation more consistent with recent changes in House Bill 9 (2021) to the statutes 
governing purchases of service credit with the Kentucky Retirement Systems and the County 
Employees Retirement System. The amendments to this regulation further reflect the use of KPPA’s 
Member Self-Service website and the use of electronic communications, where appropriate. Finally, 
the amendments to 105 KAR 1:330, Purchase of service credit, include updated and revised forms used 
to purchase service credit. 

Staff Recommendation:

The Office of Legal Services requests that the KPPA review the attached materials and ratify the 
amendments to 105 KAR 1:210, Disability procedures; 105 KAR 1:310, Fred Capps Memorial Act; 
and 105 KAR 1:330, Purchase of service credit, with LRC at the September 8th, 2021 KPPA Board 
meeting.
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To:  Kentucky Public Pensions Authority Board

From: Rebecca H Adkins, Executive Director, Office of Operations 

Connie Davis, CIA, CGAP, CRMA, Director of Accounting

Date:  September 8, 2021

Subject:  Allocation of Administrative Expenses

In accordance with KRS 61.505 11(a), the Kentucky Public Pensions Authority (KPPA)
Board has the responsibility of determining how to prorate, assign or allocate to each of 
the systems administered by the Kentucky Retirement Systems or the County 
Employees Retirement System all expenses incurred by or on behalf of the KPPA.  

KPPA administrative expenses are reported quarterly to CERS, KRS and KPPA.  The 
report includes any plan-specific legal expenses that are allocated exclusively to one or 
more of the plans via end-of-quarter adjustments. The issue for the Board’s 
consideration is which methodology to utilize to allocate the bulk of administrative 
expenses.      

Current Allocation Calculation

Under the previous governance structure, the former Kentucky Retirement Systems 
Board of Trustees allocated administrative expenses based on the number of members
(retired, active and inactive) in each of the pension plans administered by that Board.  
This was the basis of the calculation for many years. For example, membership counts 
as of June 30, 2020, determined the cost allocation for fiscal year 2021 as follows:  

Active Inactive Retired Total Percent
CERS 83,458 90,673 60,877 235,008 59.5047% CERS 29,090,794
CERSH 9,350 2,924 8,431 20,705 5.2426% CERSH 2,562,997
    CERS 64.75%     CERS 31,653,791
KERS 31,190 48,583 43,592 123,365 31.2364% KERS 15,270,909
KERSH 4,112 5,838 3,242 13,192 3.3403% KERSH 1,632,990
    KERS 34.58%     KERS 16,903,899
SPRS 798 349 1,523 2,670 0.6761% SPRS 330,510
    KRS 35.25%     KRS 17,234,409
TOTAL 394,940 100% TOTAL 48,888,200

FY2021 Budget
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Direct expenses were allocated to the specific plan in which the cost occurred and were 
not reflected in the administrative budget but were tracked within the trust expenditures.  
Examples of direct expenses are benefit payments, insurance premium costs, and legal 
case expenses specific to investments. Investment fees are not tracked in 
administrative expenses and are allocated based on asset allocation. If it is an 
investment administrative expense, like a research/news resource, the allocation is 
based on the overall asset allocation of the entire portfolio. Manager fees are based on 
the specific manager’s account asset allocation.

The reasoning behind this methodology is that the number of members who require 
services would be a significant factor in determining the number of counselors required, 
brochures ordered, benefits calculated, postage, server storage for data and images, 
etc.  As membership increases, the costs of providing services to the membership also 
increases.  This is especially true for staffing which is a significant portion of the 
administrative budget.  In fiscal year 2021, salaries and benefits accounted for 81% of 
the actual administrative expenditures.  

Potential Allocation Methodologies 

While exploring possible allocation methodologies, staff strived to be both equitable and 
simple – equitable to all plans and yet simple enough to maintain transparency, 
auditability and limit manual entries. 

Option 1 – Membership

As has been done historically, this allocation methodology uses the premise that more 
membership necessitates more KPPA staff, and staff is a critical component of 
administrative expenses.  Conversely, not all administrative expenses increase or 
decrease with membership changes.  For example, the actuary has stated that 
preparing the valuation costs about the same for KERS as it does for CERS.  The 
systems are so large that the difference in membership is not a factor in costs.  

Percentage allocation if based on FYE 2021 membership counts:  

CERS CHAZ KERS KHAZ SPRS Total
Membership % 59.75% 5.29% 30.88% 3.41% 0.67% 100.00%

CERS KRS
65.04% 34.96%
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Option 2 – Net Position

Staff explored basing the allocation on percentage of asset values as of June 30 of the 
previous fiscal year.   Net position, fair value of assets and market value of assets were 
considered and had similar results.  Importantly, none of these have direct correlation 
with administrative expenses.  

Net Positon, includes assets and current liabilities, which eliminates some of the 
fluctuation on market performance.  Fair Value of total assets does not include liabilities 
and is heavily reliant on market performance; however, market performance is not 
linked to administrative expenses.  Important to note is that investment expenses are 
not tracked within administrative expenses.  Neither are assets and liabilities connected 
to non-investment staffing and compensation levels which can be a driver of 
administrative costs.  

Percentage allocation if based on FYE 2021 Net Position:

Option 3 – Even Split between CERS and KRS 

Another option explored is a 50/50 split between CERS and KRS plans.  The KPPA
Board would also need to determine the split for non-hazardous and hazardous, and 
SPRS after the initial 50/50 split.

The primary reasoning on this option is that not all services are membership dependent.  
The example provided earlier is the actuary.  Additionally, while staffing constitutes a 
major portion of the administrative budget, not all staffing positions increase when
membership increases.  Executive leadership, for example, is based on defined roles 
and not on membership.  Information Technology security and development is not 
exclusively driven by the number of members but also by the complexity of the plan 
rules.  

Percentage allocation if based on 50/50 split between CERS and KRS with further split 
on plans based on membership:  

CERS CHAZ KERS KHAZ SPRS Total
Pension 8,670,665,179$     2,934,421,062$ 3,085,019,905$   874,928,474$    357,644,825$    15,922,679,445$ 
Insurance 3,141,785,964$     1,607,811,068$ 1,357,268,139$   624,889,486$    246,003,952$    6,977,758,609$   
Total 11,812,451,143$   4,542,232,130$ 4,442,288,044$   1,499,817,960$ 603,648,777$    22,900,438,054$ 

51.58% 19.83% 19.40% 6.55% 2.64% 100.00%

CERS KRS
71.42% 28.58%
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Option 4 – Hybrid of Membership and 50/50 Split 

A final option considered by staff is a hybrid of membership count and splitting evenly.  
The premise for this is that while there is merit to allocation based on membership 
counts, there are areas where a 50/50 split makes more sense.  It also recognizes that 
a percentage split keeps the calculation simple and preserves transparency.  

The allocation below considers a membership split on 80% of the budget and 50/50 split 
of the remaining 20%.  

Dollar Comparison of Options

FY 2022 Budget is $48,888,200 

Recommendation: Staff recommends Option 1, 3, or 4, so that the selected 
methodology provides for a fixed percentage for each plan for the fiscal year.  Due to 
the current configuration of the accounting system, changing the allocation methodology 
based on the type of expenditure introduces complexity and manual processes and thus
an increased potential for error.  Option 1 has been used to date in the first quarter of 
FY2022.  

Action Requested: Select the allocation methodology for FY2022 administrative 
expenditures.  If the decision is not to base the allocation on membership, define the 
effective date of the change.  

CERS CHAZ Total CERS KERS KHAZ SPRS Total KRS Total Membership
235,008 20,705 255,713 123,365 13,192 2,670 139,227 394,940

59.50% 5.24% 31.24% 3.34% 0.68% Membership Split 
47.60% 4.19% 24.99% 2.67% 0.54% 80%

45.95% 4.05% 44.30% 4.74% 0.96% 50/50 Split 
9.19% 0.81% 8.86% 0.95% 0.19% 20%

56.79% 5.00% 33.85% 3.62% 0.73%

CERS KRS
61.80% 38.20%

CERS 59.75% 29,210,699.50$       51.58% 25,216,533.56$       45.95% 22,464,127.90$       56.79% 27,763,608.78$       
CERSH 5.29% 2,586,185.78$         19.83% 9,694,530.06$         4.05% 1,979,972.10$         5.00% 2,444,410.00$         
    CERS 65.04% 31,796,885.28$       71.42% 34911063.62 50.00% 24,444,100.00$       61.79% 30,208,018.78$       
KERS 30.88% 15,096,676.16$       19.40% 9,484,310.80$         44.30% 21,657,472.60$       33.85% 16,548,655.70$       
KERSH 3.41% 1,667,087.62$         6.55% 3,202,177.10$         4.74% 2,317,300.68$         3.62% 1,769,752.84$         
    KERS 34.29% 16,763,763.78$       25.95% 12,686,487.90$       49.04% 23,974,773.28$       37.47% 18,318,408.54$       
SPRS 0.67% 327,550.94$            2.64% 1,290,648.48$         0.96% 469,326.72$            0.73% 356,883.86$            
    KRS 34.96% 17,091,314.72$       28.59% 13,977,136.38$       50.00% 24,444,100.00$       38.20% 18,675,292.40$       
TOTAL 100% 48,888,200.00$       100% 48,888,200.00$       100% 48,888,200.00$       100% 48,883,311.18$       

Opt 4 - Hybrid Opt 3 - Even Split Opt 2 - AssetsOpt 1 - Membership
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KRS 61.505 11(a) 

(11) (a) All expenses incurred by or on behalf of the Kentucky Public Pensions Authority shall 

be paid by the systems administered by the Kentucky Retirement Systems or the County 

Employees Retirement System and shall be prorated, assigned, or allocated to each 

system as determined by Kentucky Public Pensions Authority. Any additional initial 

costs determined by the authority to be attributable solely to establishing a separate 

County Employees Retirement System board and the Kentucky Public Pensions 

Authority as provided by this section and KRS 78.782 shall be paid by the County 

Employees Retirement System. Any additional ongoing annual administrative and 

investment expenses that occur after the establishment of a separate County Employees 

Retirement System board and the Kentucky Public Pensions Authority that are 

determined by the authority to be a direct result of establishing a separate County 

Employees Retirement System board and the Kentucky Public Pensions Authority shall 

be paid by the County Employees Retirement System. 

(b) Any other statute to the contrary notwithstanding, authorization for all expenditures 

relating to the administrative operations of the Kentucky Public Pensions Authority, the 

Kentucky Retirement Systems, and the County Employees Retirement System shall be 

contained in the biennial budget unit request, branch budget recommendation, and the 

financial plan adopted by the General Assembly pursuant to KRS Chapter 48. The 

request from the Kentucky Public Pensions Authority shall include any specific 

administrative expenses requested by the Kentucky Retirement Systems board of 

trustees or the County Employees Retirement System board of trustees pursuant to KRS 

61.645(13) or 78.782(13), as applicable, that are not otherwise expenses specified by 

paragraph (a) of this subsection.
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To:  Kentucky Public Pensions Authority Board

From: Rebecca H Adkins, Executive Director Office of Operations 

Connie Davis, CIA, CGAP, CRMA, Director of Accounting

Date:  September 8, 2021

Subject:  Board Separation Administrative Expenses

In accordance with KRS 61.505 11(a), the Kentucky Public Pensions Authority (KPPA)
Board has the responsibility to allocate solely to CERS all initial and all ongoing costs of 
establishing and administering a separate County Employees Retirement System board 
and the Kentucky Public Pensions Authority.  

The following expenditures are for your consideration as initial costs of separation:  

1) KPPA staff hours worked due to the CERS separation before April 1, 2021 
2) Outside legal expenses for HB 484 requirement to establish a CERS fund 
3) Rebranding including logo design, road signage, printed materials, etc 

The following expenditures are for your consideration as ongoing costs of separation:

1) Payroll cost of CERS CEO and expenses (e.g. travel and conferences)
2) Payroll cost for KRS CEO and expenses (e.g. travel and conferences) 
3) Payroll/contract costs for CERS General Counsel and expenses 
4) Payroll/contract costs for KRS General Counsel and expenses 
5) Equipment (laptops, phones, desks, chairs, etc.) purchased for the CEOs for 

CERS and KRS 
6) KPPA staff hours worked or a proration of the annual cost for KPPA employees 

providing ongoing assistance to the CEOs and Legal Councils of CERS and KRS 
and their Boards.  This assistance includes but is not limited to preparing for, 
attending and following up on all CERS Board and Committee meetings and for 
KPPA Board and Committee meetings and Joint Committees if they would not 
have been necessary without separate boards.

Requested Action: Select which of the above items to allocate as CERS-only 
expenses and define how to split the expenses between CERS Non-Hazardous and 
CERS Hazardous plans.    
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KRS 61.505 11(a) 

(11) (a) All expenses incurred by or on behalf of the Kentucky Public Pensions Authority shall 

be paid by the systems administered by the Kentucky Retirement Systems or the County 

Employees Retirement System and shall be prorated, assigned, or allocated to each 

system as determined by Kentucky Public Pensions Authority. Any additional initial 

costs determined by the authority to be attributable solely to establishing a 

separate County Employees Retirement System board and the Kentucky Public 

Pensions Authority as provided by this section and KRS 78.782 shall be paid by the 

County Employees Retirement System. Any additional ongoing annual 

administrative and investment expenses that occur after the establishment of a 

separate County Employees Retirement System board and the Kentucky Public 

Pensions Authority that are determined by the authority to be a direct result of 

establishing a separate County Employees Retirement System board and the 

Kentucky Public Pensions Authority shall be paid by the County Employees 

Retirement System. 

(b) Any other statute to the contrary notwithstanding, authorization for all expenditures 

relating to the administrative operations of the Kentucky Public Pensions Authority, the 

Kentucky Retirement Systems, and the County Employees Retirement System shall be 

contained in the biennial budget unit request, branch budget recommendation, and the 

financial plan adopted by the General Assembly pursuant to KRS Chapter 48. The 

request from the Kentucky Public Pensions Authority shall include any specific 

administrative expenses requested by the Kentucky Retirement Systems board of 

trustees or the County Employees Retirement System board of trustees pursuant to KRS 

61.645(13) or 78.782(13), as applicable, that are not otherwise expenses specified by 

paragraph (a) of this subsection.
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  Combining Statement of Fiduciary Net Position - Pension Funds
  As of June 30, 2021 with Comparative Totals as of June 30, 2020 ($ in Thousands) (Unaudited)
   CERS KERS SPRS KPPA TOTAL

Percentage 
of Change NoteASSETS

Non-
Hazardous Hazardous

Non-
Hazardous Hazardous  2021 2020

CASH AND SHORT-TERM INVESTMENTS
Cash Deposits $274 $70 $263 $50 $55 $712 $609 16.91% 1
Short-term Investments 354,401 131,684 362,327 54,153 33,180 935,745 935,267 0.05%  

Total Cash and Short-term 
Investments 354,675 131,754 362,590 54,203 33,235 936,457 935,876   
RECEIVABLES   

Accounts Receivable 70,560 17,763 46,945 3,748 8,282 147,299 147,337 -0.03%  
Accounts Receivable - 
Investments 111,066 38,148 42,744 11,325 4,843 208,125 148,651 40.01% 2

Total Receivables 181,626 55,911 89,688 15,073 13,125 355,423 295,988   
INVESTMENTS, AT FAIR 
VALUE          

Core Fixed Income 1,065,844 365,971 672,360 111,678 77,276 2,293,130 2,387,689 -3.96%  
Public Equities 4,019,814 1,354,270 984,671 396,548 122,675 6,877,977 4,780,089 43.89% 3
Private Equities 710,086 238,414 202,161 65,348 19,384 1,235,393 1,051,883 17.45% 4
Specialty Credit 1,421,018 485,653 505,214 147,034 58,694 2,617,612 1,998,223 31.00% 5
Derivatives (123) (33) 84 (4) (9) (84) 7,466 -101.13% 6
Absolute Return - - - - - - 175,389 -100.00% 7
Real Return 553,862 186,784 182,999 52,955 21,541 998,142 689,769 44.71% 8
Opportunistic 230,926 76,341 67,526 20,935 8,341 404,069 314,576 28.45% 9
Real Estate 344,816 110,311 109,064 32,413 13,611 610,214 573,313 6.44%  

Total Investments, at Fair 
Value 8,346,242 2,817,710 2,724,078 826,907 321,513 15,036,451 11,978,397   
Securities Lending Collateral 
Invested 231,593 78,524 81,365 23,408 9,345 424,235 236,155 79.64% 10
CAPITAL/INTANGIBLE 
ASSETS          

Capital Assets 1,701 153 929 91 11 2,885 2,885 0.00%  
Intangible Assets 9,961 827 5,920 494 100 17,301 17,301 0.00%  
Accumulated Depreciation (1,708) (154) (932) (92) (12) (2,896) (2,826) 2.48%  
Accumulated Amortization (9,607) (819) (5,603) (482) (114) (16,624) (15,741) 5.61%  

Total Capital Assets 347 8 314 12 (15) 666 1,619   
Total Assets 9,114,483 3,083,907 3,258,036 919,603 377,204 16,753,232 13,448,035   
LIABILITIES          

Accounts Payable 8,677 1,119 3,720 385 82 13,983 12,601 10.97% 11
Investment Accounts 
Payable 203,549 69,842 87,932 20,881 10,131 392,335 338,061 16.05% 12
Securities Lending 
Collateral 231,593 78,524 81,365 23,408 9,345 424,235 236,155 79.64% 13

Total Liabilities 443,818 149,486 173,016 44,674 19,559 830,553 586,817   
Total Fiduciary Net Position 
Restricted for Pension 
Benefits $8,670,665 $2,934,421 $3,085,020 $874,928 $357,645 $15,922,679 $12,861,218   
NOTE - Variance Explanation
1) Variance is a result of continuous fluctuation of deposits and transactions that flow through the cash account.
2) The increase in Accounts Receivables is due to pending trades.
3) The increase in Public Equities is due to additional funding and positive market conditions resulting in increased market values.
4) The increase in Private Equity is a result of positive market conditions resulting in increased market values.
5) The increase in Specialty Credit is due to additional funding and positive market conditions increasing market values.
6) Variance is a result of hedging and arbitration of risk within the portfolios.
7) The decline in Absolute Return is a result of the merging of the Absolute Return asset class with the Real Return asset class.
NOTE - Variance Explanation continued on next page.
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8) The increase in Real Return is a result of the merging of the Absolute Return asset class with the Real Return asset class and positive market 
conditions resulting in increased market values.
9) The increase in Opportunistic is due to additional funding and positive market conditions increasing market values.
10) Variance is a result of the demands of the Securities Lending Program.
11) The decrease in Accounts Payable is due to a decrease in outstanding employer reporting credit invoices.
12) The increase in Accounts Payable is due to pending trades.
13) Variance is a result of the demands of the Securities Lending Program.
Differences due to rounding.
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  Combining Statement of Changes In Fiduciary Net Position - Pension Funds

  
For the fiscal year ending June 30, 2021, with Comparative Totals as of June 30, 2020 ($ in Thousands) 
(Unaudited)

   CERS CERS KERS KERS SPRS KPPA Total
Percentage 
of Change Note  

Non-
Hazardous Hazardous

Non-
Hazardous Hazardous  2021 2020

ADDITIONS          
Member Contributions $165,698 $62,367 $90,202 $19,961 $4,752 $342,979 $353,360 -2.94%  
Employer Contributions 472,196 172,089 958,580 62,181 59,263 1,724,309 1,709,543 0.86%  
General Fund Appropriations - - - - 384 384 1,086 -64.65% 1
Pension Spiking Contributions 32 116 52 18 4 222 370 -39.83% 2
Health Insurance Contributions 
(HB1) (1) 2 (8) 3 - (4) 12 -131.12% 3
Employer Cessation 
Contributions - - 175,600 - - 175,600 20 N/A 4

Total Contributions 637,925 234,574 1,224,426 82,164 64,402 2,243,491 2,064,391   

INVESTMENT INCOME          
From Investing Activities          
Net Appreciation (Depreciation) in 
FV of Investments 1,648,520 554,881 477,808 160,979 56,080 2,898,269 (98,080) 3055.01% 5

Interest/Dividends 218,068 73,399 69,458 21,481 8,212 390,618 288,523 35.39% 6
Total Investing Activities 
Income 1,866,588 628,280 547,267 182,460 64,293 3,288,887 190,444   
Less:  Investment Expense 36,271 12,081 9,462 3,450 1,245 62,508 50,740 23.19% 7
Less:  Performance Fees 46,853 15,731 9,618 4,166 1,113 77,482 2,367 3173.54% 8

Net Income from Investing 
Activities 1,783,464 600,467 528,187 174,843 61,936 3,148,897 137,337   
From Securities Lending Activities          

Securities Lending Income 512 176 174 53 21 935 5,576   
Less:  Securities Lending 
Borrower Rebates (Income)/
Expense (391) (134) (122) (40) (15) (702) 3,052   
Less:  Securities Lending 
Agent Fees 135 46 44 14 5 245 327   

Net Income from Securities 
Lending 767 263 252 79 31 1,392 2,197 -36.64% 9
Net Investment Income 1,784,231 600,730 528,439 174,922 61,966 3,150,289 139,534   
Total Additions 2,422,156 835,304 1,752,865 257,086 126,368 5,393,780 2,203,924   

DEDUCTIONS          
Benefit Payments 826,749 289,999 1,009,502 73,888 63,249 2,263,388 2,205,859 2.61%  
Refunds 13,862 4,662 8,953 4,380 273 32,130 33,511 -4.12%  
Administrative Expenses 21,769 1,910 11,621 1,255 245 36,800 37,669 -2.31%  

Total Deductions 862,380 296,572 1,030,075 79,523 63,767 2,332,318 2,277,039   
Net Increase (Decrease) in 
Fiduciary Net Position Restricted 
for Pension Benefits 1,559,776 538,733 722,789 177,563 62,601 3,061,462 (73,115)   
Total Fiduciary Net Position 
Restricted for Pension Benefits          
Beginning of Period 7,110,889 2,395,688 2,362,231 697,366 295,044 12,861,218 12,934,332   
End of Period $8,670,665 $2,934,421 $3,085,020 $874,928 $357,645 $15,922,679 $12,861,218   
NOTE - Variance Explanation                                                                                  Differences due to rounding.
1) General Fund Appropriations have significantly decreased in FY 2021.
2) Pension Spiking contributions decreased due to a change in statute. Pension spiking is now the member’s responsibility.
3) Health Insurance Contributions will continue to decrease in the Pension Funds, as they are now qualified in the Insurance Fund.
4) Employer Cessation will vary by year.
5) The increase in Net Appreciation in Fair Value of Investments is a result of favorable market conditions, particularly in the public equity portfolio.
6) The increase in Interest/Dividends is due to increased income from Private Equity, Real Estate, and Specialty Credit asset classes.
7) The increase in Investment Expense is due to higher market values.
8) The increase in Performance fees is due to favorable market conditions resulting in higher performance fees.
9) Variance is a result of the demand of the Securities Lending Program.
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  Combining Statement of Fiduciary Net Position - Insurance Fund
  As of June 30, 2021, with Comparative Totals as of June 30, 2020 ($ In Thousands) (Unaudited)
   CERS CERS KERS KERS SPRS KPPA Total

Percentage 
of Change NoteASSETS  

Non-
Hazardous Hazardous

Non-
Hazardous Hazardous  2021 2020

CASH AND SHORT-TERM INVESTMENTS
Cash Deposits $117 $51 $141 $59 $48 $416 $206 102.01% 1
Short-term Investments 190,744 76,433 127,774 23,095 11,453 429,500 320,444 34.03% 2

Total Cash and Short-term 
Investments 190,861 76,483 127,915 23,154 11,502 429,916 320,650   

RECEIVABLES          
Accounts Receivable 15,690 4,690 18,953 371 798 40,502 39,786 1.80%  
Investment Accounts 
Receivable 38,391 19,528 17,102 7,773 2,983 85,777 47,315 81.29% 3

Total Receivables 54,082 24,218 36,055 8,143 3,780 126,279 87,101   
INVESTMENTS, AT FAIR 
VALUE          

Core Fixed Income 379,725 199,916 172,044 75,368 29,576 856,629 983,506 -12.90% 4
Public Equities 1,375,705 707,548 616,647 277,709 108,021 3,085,629 2,123,695 45.30% 5
Specialty Credit 529,508 262,287 218,770 112,704 40,690 1,163,959 873,084 33.32% 6
Private Equities 279,970 157,517 68,950 54,085 24,456 584,979 497,235 17.65% 7
Derivatives 21 3 27 (0) 1 53 2,152 -97.56% 8
Absolute Return - - - - - - 71,915 -100.00% 9
Real Return 189,953 99,768 77,866 39,778 15,305 422,669 295,769 42.91% 10
Opportunistic 93,243 50,798 33,337 20,724 7,653 205,754 160,184 28.45% 11
Real Estate 118,422 64,920 37,138 27,302 10,434 258,215 240,536 7.35%  

Total Investments, at Fair 
Value 2,966,546 1,542,756 1,224,778 607,671 236,136 6,577,887 5,248,075   
Securities Lending Collateral 
Invested 79,559 40,872 33,994 15,934 6,244 176,602 118,858 48.58% 12
Total Assets 3,291,048 1,684,330 1,422,743 654,902 257,662 7,310,684 5,774,684   

LIABILITIES          
Accounts Payable 292 80 80 8 2 461 378 22.11% 13
Investment Accounts Payable 69,412 35,567 31,400 14,071 5,412 155,862 130,782 19.18% 14
Securities Lending Collateral 79,559 40,872 33,994 15,934 6,244 176,602 118,858 48.58% 15

Total Liabilities 149,262 76,518 65,474 30,013 11,658 332,925 250,018   
Total Fiduciary Net Position 
Restricted for OPEB $3,141,786 $1,607,811 $1,357,268 $624,889 $246,004 $6,977,759 $5,524,666   
NOTE - Variance Explanation
1) Variance is a result of continuous fluctuation of deposits and transactions that flow through the cash account.
2) Short Term Investments is primarily comprised of the cash on hand with the custodial bank along with any small amounts of cash managers and 
brokers may have; therefore, the variance is driven by cash flow.
3) The increase in Investment Accounts Receivables is due to pending trades.
4) The decrease in Core Fixed Income is a result of movement of funds from core fixed income to public equity.
5) The increase in Public Equities is due to additional funding and positive market conditions resulting in increased market values.
6) The increase in Specialty Credit is due to additional funding and positive market conditions increasing market values.
7) The increase in Private Equity is due to positive market conditions resulting in increased market values
8) Variance is a result of hedging and arbitration of risk within the portfolios.
9) The decline in Absolute Return is a result of the merging of the Absolute Return asset class with the Real Return asset class.
10) The increase in Real Return is a result of the merging of the Absolute Return asset class with the Real Return asset class and positive market 
conditions resulting in increased market values.
11) The increase in Opportunistic is due to additional funding and positive market conditions increasing market values.
12) Variance is a result of the demands of the Securities Lending Program.
13) The increase in Accounts Payable is due to an increase in outstanding employer reporting (insurance) invoices.
14) The increase In Investment Accounts Payable is due to pending trades.
15) Variance is a result of the demands of the Securities Lending Program.
Differences due to rounding.
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  Combining Statement of Changes In Fiduciary Net Position - Insurance Fund

  
For the fiscal year ending June 30, 2021, with Comparative Totals as of June 30, 2020 ($ In Thousands) 
(Unaudited)

   CERS CERS KERS KERS SPRS KPPA Total
Percentage 
of Change Note 

Non-
Hazardous Hazardous

Non-
Hazardous Hazardous  2021 2020

ADDITIONS          
Employer Contributions $124,697 $58,451 $153,570 $23 $9,285 $346,027 $369,574 -6.37%  
Medicare Drug 
Reimbursement 3 - - 0 - 3 7 -58.44% 1
Insurance Premiums 555 (149) 182 (11) (14) 563 730 -22.89% 2
Humana Gain Share 
Payment 20,676 2,990 17,167 1,253 811 42,896 -   
Retired Re-employed 
Healthcare 5,206 1,348 4,705 1,277 - 12,535 11,481 9.18%  
Health Insurance 
Contributions (HB1) 13,614 3,096 10,471 1,164 209 28,554 23,142 23.39% 3
Employer Cessation 
Contributions - - 28,400 - - 28,400 25   

Total Contributions 164,751 65,736 214,496 3,705 10,290 458,978 404,960   
INVESTMENT INCOME          
From Investing Activities          

Net Appreciation 
(Depreciation) in FV of 
Investments 578,584 302,533 240,117 118,102 46,991 1,286,326 (81,918) -1670.26% 4
Interest/Dividends 73,374 38,177 29,240 15,152 5,825 161,770 125,567 28.83% 5
Total Investing Activities 
Income 651,958 340,710 269,357 133,254 52,816 1,448,096 43,649   
Less:  Investment Expense 13,895 7,395 4,836 2,815 1,135 30,077 19,790 51.98% 6
Less:  Performance Fees 18,739 10,634 6,044 4,018 1,651 41,085 1,484 2668.96% 7

Net Income from Investing 
Activities 619,324 322,681 258,477 126,421 50,031 1,376,934 22,374   
From Securities Lending 
Activities          

Securities Lending Income 182 92 79 36 14 402 2,356   
Less:  Securities Lending 
Borrower Rebates (Income)/
Expense (135) (68) (60) (27) (11) (300) 1,326   
Less:  Securities Lending 
Agent Fees 47 24 21 9 4 105 141   

Net Income from Securities 
Lending 269 136 118 53 21 597 889 -32.85% 8
Net Investment Income 619,593 322,817 258,595 126,475 50,051 1,377,531 23,263   
Total Additions 784,343 388,553 473,091 130,180 60,342 1,836,508 428,223   
DEDUCTIONS          

Healthcare Premiums 
Subsidies 136,263 85,152 119,897 19,800 14,487 375,599 375,793 -0.05%  
Administrative Expenses 884 466 814 118 71 2,353 2,406 -2.24%  
Self-Funded Healthcare 
Costs 3,462 257 1,609 112 25 5,465 5,987 -8.72%  

Total Deductions 140,608 85,874 122,320 20,029 14,583 383,416 384,186   
Net Increase (Decrease) 
in Fiduciary Net Position 
Restricted for OPEB 643,735 302,679 350,770 110,150 45,758 1,453,093 44,036   
Total Fiduciary Net Position 
Restricted for OPEB          
Beginning of Period 2,498,051 1,305,132 1,006,498 514,739 200,246 5,524,666 5,480,639   
End of Period $3,141,786 $1,607,811 $1,357,268 $624,889 $246,004 $6,977,759 $5,524,675   
NOTE - Variance Explanation
1) Medicare drug reimbursement payments fluctuate year to year based on claims reviewed.  
NOTE - Variance Explanation continued on next page.  
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2) The decrease in Insurance Premiums received is due to refunds processed to hazardous retirees for premiums paid for dependents that should have been 
covered by KRS.  
3) Health Insurance Contributions will continue to increase in the Insurance Fund, as they are now qualified in the Insurance Fund.  
4) The increase in Net Appreciation in Fair Value of Investments is a result of favorable market conditions resulting in increased market values  
5) The increase in Interest/Dividends is primarily a result of increased income from Specialty Credit.  
6) The management fees are up due to the increase in market values.  
7) The increase in performance fees is due to favorable market conditions resulting in higher than usual returns .  
8) Variance is a result of the demand of the Securities Lending Program.  
Differences due to rounding.  
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7FIN

KPPA ADMINISTRATIVE BUDGET 2020-2021
FOURTH QUARTER BUDGET-TO-ACTUAL  ANALYSIS

Fiscal Year 2021

Account Name Budgeted Actual Expenditures Remaining
Percent 

Remaining
PERSONNEL     
KPPA PERSONNEL     
Salaries/Wages $15,500,000 $14,349,829 $1,150,171 7.42%
Wages (Overtime) 293,500 76,317 217,183 74.00%
Emp Paid Retirement 13,086,645 11,566,766 1,519,879 11.61%
Emp Paid Health Ins 2,550,000 2,189,835 360,165 14.12%
Emp Paid Sick Leave 75,000 13,786 61,214 81.62%
Workers Compensation 13,200 75,163 (61,963) -469.42%
Unemployment 10,000 - 10,000 100.00%
Other Personnel 1,138,500 1,027,167 111,333 9.78%
Tuition Assistance 20,600 9,685 10,915 52.99%
LEGAL & AUDITING SERVICES     
Legal Hearing Officers 91,200 77,000 14,200 15.57%
Legal (Stoll, Keenon) 340,500 145,595 194,905 57.24%
Frost Brown (Tax Advisor) 114,300 226,388 (112,088) -98.06%
Reinhart 444,000 10,460 433,540 97.64%
Ice Miller 187,200 304,712 (117,512) -62.77%
Legal Expense 125,500 202 125,298 99.84%
Auditing 176,500 72,047 104,453 59.18%
CONSULTING SERVICES     
Medical Reviewers 273,865 316,186 (42,321) -15.45%
Escrow for Actuary Fees 12,000 (20,000) 32,000 266.67%
CONTRACTUAL SERVICES     
Miscellaneous Contracts 22,750 12,077 10,673 46.91%
Human Resources Consulting 7,500 5,794 1,706 22.75%
Actuarial Services 612,000 468,490 143,510 23.45%
Facility Security Charges 80,500 70,222 10,278 12.77%
PERSONNEL SUBTOTAL $35,175,260 $30,997,722 $4,177,538 11.88%

     
OPERATIONAL     
Natural Gas 22,500 22,951 $(451) -2.00%
Electric 176,500 124,816 $51,684 29.28%
Rent-NonState Building 71,600 55,443 $16,157 22.57%
Building Rental - PPW 1,100,000 1,005,815 $94,185 8.56%
Equipment Rental - 7,163 $(7,163) 0.00%
Copier Rental 73,000 55,520 $17,480 23.95%
Rental Carpool 9,100 3,881 $5,219 57.35%
Vehicle/Equip. Mainten. 1,350 912 $438 32.44%
Postage 455,000 552,199 $(97,199) -21.36%
Freight 46 - $46 100.00%
Printing (State) 11,700 4,992 $6,708 57.33%
Printing (non-state) 102,700 102,293 $407 0.40%
Insurance 11,650 3,802 $7,848 67.36%
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8FIN

KPPA ADMINISTRATIVE BUDGET 2020-21   
FOURTH QUARTER BUDGET-TO-ACTUAL  ANALYSIS   

Account Name Budgeted
Actual 

Expenditures Remaining
Percent 

Remaining   
Garbage Collection 5,500 5,294 $206 3.75%   
Conference Expense 25,750 14,219 $11,531 44.78%   
MARS Usage 51,300 47,646 $3,654 7.12%   
COVID-19 Expenses 146,800 153,032 $(6,232) -4.25%   
Office Supplies 89,125 38,837 $50,288 56.42%   
Furniture & Office Equipment 25,075 8,215 $16,860 67.24%   
Travel (In-State) 30,800 1,473 $29,327 95.22%   
Travel (Out of State) 59,300 397 58,903 99.33%   
Dues & Subscriptions 66,625 55,422 11,203 16.82%   
Miscellaneous 3,100 788 2,312 74.58%   
COT Charges 22,225 21,640 585 2.63%   
Telephone - Wireless 5,100 4,734 366 7.18%   
Telephone - Other 119,000 100,686 18,314 15.39%   
Computer Equip./Software 3,325,500 2,360,814 964,686 29.01%   
OPERATIONAL SUBTOTAL $6,010,346 $4,752,984 $1,257,362 20.92%   
SUB-TOTAL 41,185,606 35,750,706 5,434,900 13.20%   
Major Legislative 
Implementation 7,702,594 - 7,702,594 100.00%   
       
TOTAL $48,888,200 $35,750,705 $13,137,495 26.87%   
       
       

Plan Budgeted
Actual 

Expenditures  

% of Total 
KPPA Actual 
Expenditures

  
  
  

CERS $29,088,479 $21,271,669  59.50%   
CHAZ $2,561,742 $1,873,337  5.24%   
KERS $15,272,674 $11,168,520  31.24%   
KHAZ $1,632,866 $1,194,074  3.34%   
SPRS $332,440 $243,105  0.68%   
TOTAL $48,888,200 $35,750,705     
       
Plan - Specific Expenses
 Amount CERS CHAZ KERS KHAZ SPRS
CERS  Legal Adjustment $31,840 $(18,945) $(1,668) $(9,947) $(1,063) $(217)
CERS Legal Actual  29,261 2,579    
KERS  Legal Adjustment 264,092 (157,135) (13,838) (82,502) (8,821) (1,796)
KERS  Legal Actual    238,509 25,511  
Subtotal Plan Specific Legal  (146,819) (12,928) 146,060 15,627 (2,012)
Total Expenses  $21,124,851 $1,860,409 $11,314,580 $1,209,701 $241,092
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Pension Fund Contribution Report
For the period ending June 30, 2021, with Comparative Totals as of June 30, 2020 ($ in Millions)

  County Employees Retirement System
  Non-Hazardous Hazardous
  FY21 FY20 FY21 FY20
Member Contributions $ 165.7 $ 169.0 $ 62.4 $ 63.2
Employer Contributions 472.2 475.4 172.2 168.4
Net Investment Income 135.7 133.9 45.8 46.4
Total Inflows 773.6 778.3 280.4 278.0
Benefit Payments/Refunds 840.6 810.9 294.7 279.6
Administrative Expenses 21.8 22.3 1.9 2.0
Total Outflows 862.4 833.2 296.6 281.6
NET Contributions (88.7) (54.9) (16.1) (3.6)
Realized Gain/(Loss) 316.8 341.6 107.0 113.6
Unrealized Gain/(Loss) 1,331.7 (418.8) 447.9 (143.9)
Change in Net Position 1,559.8 (132.1) 538.7 (33.9)
Beginning of Period 7,110.9 7,243.0 2,395.7 2,429.6
End of Period $ 8,670.7 $ 7,110.9 $ 2,934.4 $ 2,395.7
Differences due to rounding.     
Insurance Fund Contribution Report  
For the period ending June 30, 2021, with Comparative Totals as of June 30, 2020 ($ in Millions)

 

 County Employees Retirement System
 Non-Hazardous Hazardous
 FY21 FY20 FY21 FY20

Employer Contributions $124.7 $124.7 $58.5 $56.7
Insurance Premiums 21.2 0.6 2.8 -
Retired Reemployed 
Healthcare 5.2 4.5 1.3 1.2
Health Insurance Contributions 13.6 13.0 3.1 2.8
Net Investment Income 41.0 47.7 20.3 25.0
Total Inflows 205.8 190.5 86.0 85.7
Healthcare Premiums 139.7 139.0 85.4 82.1
Administrative Expenses 0.9 0.9 0.5 0.5
Total Outlfows 140.6 139.9 85.9 82.5
NET Contributions 65.2 50.6 0.1 3.1
Realized Gain/(Loss) 109.4 106.1 57.0 57.3
Unrealized Gain/(Loss) 469.2 (145.1) 245.5 (80.0)
Change in Net Position 643.7 11.6 302.7 (19.6)
Beginning of Period 2,498.1 2,486.5 1,305.1 1,324.8
End of Period $3,141.8 $2,498.1 $1,607.8 $1,305.2
Differences due to rounding.     
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Pension Fund Contribution Report
For the period ending June 30, 2021, with Comparative Totals as of June 30, 2020 ($ in Millions)

  

Kentucky Employees 
Retirement System

State Police 
Retirement 

System  Non-Hazardous Hazardous
  FY21 FY20 FY21 FY20 FY21 FY20

Member Contributions $90.2 $96.6 $20.0 $19.8 $4.8 $4.8
Employer Contributions 1,134.2 948.6 62.2 59.1 59.7 59.5
Net Investment Income 50.6 38.7 13.9 13.3 5.9 5.3
Total Inflows 1,275.1 1,083.9 96.1 92.2 70.3 69.5
Benefit Payments/
Refund 1,018.5 1,011.3 78.3 75.0 63.5 62.5
Administrative Expenses 11.6 11.9 1.3 1.2 0.2 0.3
Total Outflows 1,030.1 1,023.3 79.5 76.2 63.8 62.8
NET Contributions 245.0 60.6 16.6 16.0 6.5 6.8
Realized Gain/(Loss) 97.0 89.9 31.2 32.3 11.0 12.2
Unrealized Gain/(Loss) 380.8 (74.9) 129.8 (38.8) 45.1 (11.2)
Change in Net Position 722.8 75.6 177.6 9.5 62.6 7.8
Beginning of Period 2,362.2 2,286.6 697.4 687.9 295.0 287.2
End of Period $3,085.0 $2,362.2 $874.9 $697.4 $357.6 $295.0
Insurance Fund Contribution Report
For the period ending June 30, 2021, with Comparative Totals as of June 30, 2020 ($ in Millions)

 

 
Kentucky Employees 
Retirement System

State Police 
Retirement 

System Non-Hazardous Hazardous
 FY21 FY20 FY21 FY20 FY21 FY20

Employer Contributions $182.0 $170.5 - $4.5 $9.3 $13.1
Insurance Premiums 17.3 0.2 1.2 - 0.8 -
Retired Reemployed 
Healthcare 4.7 4.7 1.3 1.3 - -
Health Insurance 
Contributions 10.5 6.1 1.2 1.1 0.2 0.2
Net Investment Income 18.5 18.9 8.4 9.9 3.1 3.7
Total Inflows 233.0 200.4 12.1 16.8 13.4 17.0
Healthcare Premiums 121.5 126.7 19.9 19.8 14.5 14.2
Administrative Expenses 0.8 0.8 0.1 0.1 0.1 -
Total Outflows 122.3 127.6 20.0 19.9 14.6 14.2
NET Contributions 110.7 72.9 (8.0) (3.1) (1.3) 2.8
Realized Gain/(Loss) 45.0 33.3 21.8 21.1 8.7 8.9
Unrealized Gain/(Loss) 195.1 (41.7) 96.3 (30.4) 38.3 (11.4)
Change in Net Position 350.8 64.5 110.1 (12.4) 45.7 0.2
Beginning of Period 1,006.5 942.1 514.7 527.1 200.2 200.1
End of Period $1,357.3 $1,006.7 $624.9 $514.7 $246.0 $200.3
Differences in the charts above are due to rounding.     
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KENTUCKY PUBLIC PENSIONS 

AUTHORITY
 Outstanding Invoices by Type and Employer

Invoice Type  6/30/2021 3/31/2021 Change H/(L)
Averaging Refund to Employer  $(459,730) $(241,658) 90%
Employer Free Military and Decompression Service  58,861 497,982 -88%
Member Pension Spiking Refund  (25,546) (26,621) -4%
Monthly Reporting Invoice  (74,761) (434,776) -83%
Penalty – Monthly Reporting  234,473 289,775 -19%
Reinstatement  244,823 244,823 0%

Total  $22,498 $373,811 -94%
Health Insurance Reimbursement  $1,198,562 $1,744,967 -31%
Omitted Employer  1,576,232 1,250,685 26%
Employer Pension Spiking*  1,760,350 1,788,592 -2%
Standard Sick Leave  8,253,827 10,880,050 -24%

Total  $12,788,971 $15,664,294 -18%
Grand Total  $12,811,468 $16,038,105 -20%

*Pension Spiking invoices on this report are Employer Pension Spiking.  By statute these invoices are due 12 months from invoice date.  
Employer Pension Spiking is in effect only for retirements prior to July 1, 2018, therefore, unless there has been a recently created invoice for 
a backdated retirement, all of these iinvoices are greater than 12 months old.
     

Employer Name (Top Ten)  6/30/2021 3/31/2021 Change H/(L)
Kentucky State Police  $7,011,463 $10,575,453 -34%
Kentucky River Regional Jail  979,925 230,955 324%
Department of Highways  826,323 716,911 15%
City of Covington  371,872 367,311 1%
Kenton County Airport Board  322,897 322,510 0%
City of Fort Thomas  220,287 214,893 3%
Department for Community Based Services  218,148 62,107 251%
City of Villa Hills  212,533 212,533 0%
Henry County Fiscal Court  205,792 205,604 0%
TARC - Transit Authority River City  $178,211 $173,867 2%
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KENTUCKY PUBLIC PENSIONS AUTHORITY
Penalty Waivers Report

From: 4/1/2021 To: 6/30/2021
Note: Delinquent Interest amounts are included in the totals for the invoice

 
Invoice 

Amount

Invoice  
Remaining 

Balance
Delinquent 

Interest
Invoice 

Status Date
Invoice 

Due Date
Invoice 
Status Employer Classification Plan Comments

 $1,000 $- $- 6/17/2021 3/5/2015 CANC Utility Boards CERS Agency in good standing with KPPA

 1,000 - - 6/17/2021 11/6/2015 CANC Utility Boards CERS Agency in good standing with KPPA

 1,000 - - 6/17/2021 3/23/2016 CANC Utility Boards CERS Agency in good standing with KPPA

 1,000 - - 6/17/2021 5/8/2016 CANC Utility Boards CERS Agency in good standing with KPPA

 1,000 - - 4/29/2021 5/6/2017 CANC Tourist Commissions CERS New employer reporting official

 1,000 - - 4/29/2021 5/6/2017 CANC Tourist Commissions CERS New employer reporting official

 1,000 - - 4/29/2021 7/20/2017 CANC Tourist Commissions CERS Agency in good standing with KPPA

 1,000 - - 6/17/2021 9/7/2017 CANC Utility Boards CERS Agency in good standing with KPPA

 1,000 - - 4/8/2021 3/12/2020 CANC Special Districts & Boards CERS Circumstances outside of agency control

 1,000 - - 6/9/2021 5/6/2020 CANC Libraries CERS New employer reporting official

 1,000 - - 4/14/2021 9/28/2020 CANC Cities CERS Circumstances outside of agency control

 1,000 - - 4/14/2021 11/15/2020 CANC Cities CERS Circumstances outside of agency control

 1,000 - - 6/2/2021 11/20/2020 CANC Special Districts & Boards CERS New employer reporting official

 1,000 - - 6/2/2021 11/22/2020 CANC Special Districts & Boards CERS New employer reporting official

 2,412 - - 4/29/2021 12/20/2020 CANC Boards of Education CERS New employer reporting official

 1,000 - - 5/21/2021 4/1/2021 CANC Special Districts & Boards CERS New employer reporting official

 1,000 - - 5/5/2021 6/2/2021 CANC Cities CERS Agency in good standing with KPPA

 1,158 - - 6/8/2021 6/17/2021 CANC Universities KERS KPPA at fault

 20,758 - - 5/20/2021 6/18/2021 CANC Urban Government Agencies CERS KPPA at fault

 1,000 - - 6/28/2021 7/17/2021 CANC Health Departments KERS Agency in good standing with KPPA
Total $41,327         

          
 $1,000 $1,000 $- 4/8/2021 5/8/2021 CRTD Cities CERS  

 1,000 1,000 - 4/8/2021 5/8/2021 CRTD Cities CERS  

 1,000 1,000 - 4/9/2021 5/9/2021 CRTD Fiscal Courts CERS  

 1,000 1,000 - 4/9/2021 5/9/2021 CRTD Fiscal Courts CERS  

 1,000 1,000 - 4/12/2021 5/12/2021 CRTD Cities CERS  
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Invoice 

Amount

Invoice  
Remaining 

Balance
Delinquent 

Interest
Invoice 

Status Date
Invoice 

Due Date
Invoice 
Status Employer Classification Plan Comments

 1,000 1,000 - 4/12/2021 5/12/2021 CRTD Cities CERS  

 1,000 1,000 - 4/12/2021 5/12/2021 CRTD Cities CERS  

 1,000 1,000 - 4/14/2021 5/14/2021 CRTD Cities CERS  

 1,000 1,000 - 4/20/2021 5/20/2021 CRTD Master Commissioner KERS  

 1,000 1,000 - 4/20/2021 5/20/2021 CRTD Non-P1 State Agencies KERS  

 1,000 1,000 - 4/20/2021 5/20/2021 CRTD Utility Boards CERS  

 1,000 1,000 - 4/28/2021 5/28/2021 CRTD Fiscal Courts CERS  

 1,000 1,000 - 5/3/2021 6/2/2021 CRTD Conservation Districts CERS  

 1,000 1,000 - 5/3/2021 6/2/2021 CRTD Conservation Districts CERS  

 1,000 1,000 - 5/18/2021 6/17/2021 CRTD Non-P1 State Agencies KERS  

 1,000 1,000 - 5/20/2021 6/19/2021 CRTD Cities CERS  

 1,000 1,000 - 5/21/2021 6/20/2021 CRTD Cities CERS  

 1,000 1,000 - 6/14/2021 7/14/2021 CRTD County Attorneys CERS  

 1,000 1,000 - 6/14/2021 7/14/2021 CRTD County Attorneys CERS  

 1,000 1,000 - 6/14/2021 7/14/2021 CRTD County Attorneys CERS  

 1,000 1,000 - 6/14/2021 7/14/2021 CRTD County Attorneys CERS  

 1,000 1,000 - 6/14/2021 7/14/2021 CRTD County Attorneys CERS  

 1,000 1,000 - 6/14/2021 7/14/2021 CRTD Housing Authorities CERS  

 1,000 1,000 - 6/21/2021 7/21/2021 CRTD Master Commissioner KERS  

 1,000 1,000 - 6/22/2021 7/22/2021 CRTD Cities CERS  

 1,000 1,000 - 6/22/2021 7/22/2021 CRTD Master Commissioner KERS  

 1,000 1,000 - 6/22/2021 7/22/2021 CRTD Master Commissioner KERS  

 1,000 1,000 - 6/22/2021 7/22/2021 CRTD Master Commissioner KERS  

 1,000 1,000 - 6/22/2021 7/22/2021 CRTD Master Commissioner KERS  
Total $29,000         

          
 1,000 - - 6/28/2021 4/18/2013 PAID Special Districts & Boards CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  

 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  

 1,000 - - 4/19/2021 10/13/2015 PAID Housing Authorities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
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Invoice 

Amount

Invoice  
Remaining 

Balance
Delinquent 

Interest
Invoice 

Status Date
Invoice 

Due Date
Invoice 
Status Employer Classification Plan Comments

 (1,000) - - 4/5/2021 4/15/2021 PAID Conservation Districts CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 4/30/2021 5/10/2021 PAID Tourist Commissions CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/9/2021 6/19/2021 PAID Housing Authorities CERS  
 1,000 - - 4/19/2021 8/27/2017 PAID Housing Authorities CERS  
 1,000 - - 4/30/2021 5/10/2021 PAID Tourist Commissions CERS  
 1,000 - - 6/9/2021 6/19/2021 PAID Housing Authorities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 6/23/2021 7/3/2021 PAID Cities CERS  
 1,000 - - 4/5/2021 4/15/2021 PAID Conservation Districts CERS  
 1,000 - - 4/5/2021 4/15/2021 PAID Conservation Districts CERS  
 1,000 - - 4/5/2021 4/15/2021 PAID Conservation Districts CERS  
 1,000 - - 4/9/2021 4/19/2021 PAID Cities CERS  
 3,262 - - 4/30/2021 5/10/2021 PAID Community Action Agencies CERS  
 1,000 - - 5/10/2021 10/1/2020 PAID Riverport Authorities CERS  
 2,290 - - 4/30/2021 5/10/2021 PAID Community Action Agencies CERS  
 1,000 - - 4/14/2021 4/11/2021 PAID Community Action Agencies CERS  
 1,123 - - 5/3/2021 5/8/2021 PAID Universities KERS  
 1,000 - - 5/3/2021 5/13/2021 PAID Cities CERS  
 1,000 - - 5/10/2021 5/16/2021 PAID Cities CERS  
 1,000 - - 5/4/2021 5/19/2021 PAID Ambulance Services CERS  

Total $35,675         
          
Notes:        
Invoice Status:        
CANC - Cancelled CRTD - Created PAID - Paid     
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