
KPPA Audit Committee 
June 10, 2026 at 2:00 p.m. Eastern Time 
Live Video Conference/Facebook Live  

 
AGENDA 

 
1.  Call to Order William Summers 

   
2.  Opening Video Teleconference Statement   Legal Services Representative 

   
3.  Roll Call Sherry Rankin 

   
4.  Public Comment Sherry Rankin 

   
5.  Approval of February 24, 2026 KPPA Audit Committee Minutes* William Summers 

   
6.  Office of Legal Services Updates  

 a.  Information Disclosure Incidents Nathan Goodrich 
 b.  Anonymous Tips Stephanie Hold 
   

7.  Update on Retirement Allowance Account Research Mike Lamb 
   

8.  Update on Office Space Utilization Project* Kristen Coffey 
   

9.  KPPA Audit Committee Administrative Updates  
 a.  Internal Audit fiscal year 2027 Independence Statements Will Prince 
 b.  Internal Audit Budget  
  i.  As of March 31, 2026 James Westbay 
  ii.  Approval of Internal Audit Budget for Fiscal Year 

2027* 
Kristen Coffey 

 c.  Status of Current Internal Audit Projects  Zach Curtis  
 d.  Issued Reports and/or Memorandums*  
  i.  2026-9 Review of Post-Retirement Audit Process Madeline Evans 
  ii.  2026-16 Administrative Regulation Update Process Kristen Coffey 
    

10.  Adjourn William Summers 
 
 
*Action may be taken by the KPPA Audit Committee 
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MINUTES OF MEETING 
KENTUCKY PUBLIC PENSIONS AUTHORITY 

AUDIT COMMITTEE                  
FEBRUARY 24, 2026, 10:00 A.M., E.T. 

VIA LIVE VIDEO TELECONFERENCE  
 

At the February 24, 2026, Regular Meeting of the Audit Committee of the Kentucky Public 

Pensions Authority, the following Committee members were present: William O’Mara (Chair), 

George Cheatham, Lynn Hampton, and William Summers V. Attending on behalf of KRS was 

Mary Eaves; attending on behalf of CERS was J. T. Fulkerson. Staff members present were 

CERS CEO Ed Owens III, KRS CEO John Chilton, Ryan Barrow, Erin Surratt, Michael Lamb, 

Michael Board, Victoria Hale, Nathan Goodrich, Stephanie Hold, Kristen Coffey, Madeline 

Evans, James Westbay, William Prince, Zachary Curtis, Liza Welch, Stephanie Aldridge, 

Connie Davis, Shauna Miller, Kathy McNaughton, Phillip Cook, Sherry Rankin, and Mary Hill. 

Eide Bailly representatives Lealan Miller, Roger Alfaro, and Kellie Burgey were also present.  

 

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

 

2. Mr. Board read the Opening Video Teleconference Statement. 

 

3. Ms. Rankin called roll. 

 

4. Ms. Rankin noted that there were three (3) Public Comments received (Video 00:06:27 to 

00:07:08). 

From Rebecca Coley, “Please, please pass HB 406.” 

From Glenn D. Carty, “I wish to express my strong support of HB 406 and equally strong 

opposition to HB 500.” 

From Alberta Webb, “Please support HB 406. Thank you for the opportunity to voice my 

wishes.” 

 

5. Mr. O’Mara introduced the agenda item Approval of November 18, 2025 KPPA Audit 

Committee Minutes. (Video 00:07:18 to 00:08:14). Ms. Hampton made a motion to 

approve the November 18, 2025, minutes. Mr. Fulkerson seconded the motion. Ms. 
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Hampton further inquired whether Ms. Eaves and Mr. Fulkerson were voting members of 

the committee. Mr. Board confirmed that both are voting members of this committee. The 

motion passed unanimously. 
 

6. Mr. O’Mara introduced agenda item External Audit Updates (CERS and KRS GASB 68 

and GASB 75) (Video 00:08:18 to 00:24:58). Mr. Lamb introduced representatives from 

Eide Bailly. Lealan Miller then introduced Roger Alfaro and Kellie Burgey before 

reviewing the independent auditor’s report. He explained that the reports are important for 

employers to complete their required reporting. Mr. Miller noted that the report presented 

is a draft and that minor edits will be made before the final version is presented to the 

CERS and KRS Boards at their respective March 2026 meetings. 

 

Mr. Miller first reviewed the Schedule of Employer Allocations and the Schedule of 

Collective Pension Amounts by Employer. He explained that the reports are extensive 

because KPPA administers pension benefits for both hazardous and non-hazardous 

employees. He further noted that actuaries rely on census data testing to determine pension 

liability, and the actuarial reports provide the detailed information used in each schedule. 

A final review is conducted to confirm the accuracy of the reported data. Mr. Miller 

reported that, across all four (4) reports, the review of internal controls did not identify any 

issues requiring attention. 

 

    Ms. Eaves asked for clarification regarding to whom the reports are specifically addressed. 

Mr. Lamb explained that the reports should be addressed to CERS and noted that there are 

two separate reports, one for KRS and one for CERS. He further explained that while 

KPPA is responsible for hiring the auditing firm, the reports are prepared specifically for 

each Board. 

 

    Ms. Eaves requested that any references to “the Board” be clarified to specify which Board 

is being referenced. Mr. Miller stated that his team would review the reports and address 

her concerns. Mr. Lamb added that each report will be presented to its respective Board 

for approval at their meetings, after which the approved reports will be submitted to the 

KPPA Board for publication. 
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    A brief discussion took place regarding whether to vote on the draft reports separately or 

together. It was agreed that voting on them as a single motion was most practical since the 

reports will be distributed to the full KPPA Board. Mr. Fulkerson made a motion to accept 

the CERS and KRS draft proportionate share audits as presented and forward them to the 

KPPA Board for approval, which Ms. Hampton seconded. 

 

    Ms. Eaves suggested amending the motion to specify that KRS and CERS would receive 

their reports separately before submission to the full KPPA Board for publication. The 

amendment was agreed upon, and the motion carried. Following the vote, Ms. Eaves 

requested clarification of the language in the reports to ensure they are addressed to the 

appropriate Boards of Trustees. Mr. Miller agreed to make these changes in the final draft. 

At this point, the Eide Bailly representatives left the meeting. 

 

7. Mr. O’Mara introduced agenda item Office of Legal Services Updates (Video 00:25:06 to 

00:30:04). Mr. Goodrich presented the potential disclosure data for FY 2026 2nd Quarter. 

There were four (4) possible disclosures, two (2) of which were incidents that implicated 

the disclosure breach policy (though these were not HIPAA, HITECH, or state law 

disclosures). The other two (2) were found to not be a breach. Both disclosures were 

handled promptly through the Agency’s established processes. 

 

Ms. Hold, the Legal Services Investigator, was introduced to discuss open anonymous fraud 

tip cases. She provided an update on the fraud tips since the last meeting was held in 

November, 2025. There have been three (3) tips received, and two (2) tips have been closed 

since the last meeting. The third open tip is currently being monitored by the Office of Legal 

Services.  

 

8. Mr. O’Mara introduced agenda item KPPA Audit Committee Administrative Updates: 

Item (a). (Video 00:30:19 to 00:40:02). Ms. Coffey presented KPPA Audit Committee 

Charter, highlighting changes made to align with new national standards. KPPA-specific 

updates include allowing KRS and CERS to appoint one (1) non-KPPA member to the 

Audit Committee and specifying the frequency for future Charter reviews and updates. 
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Ms. Hampton asked for additional context regarding discussions held by the national 

association before voting to approve the changes. Ms. Coffey stated she would provide 

Ms. Hampton with all relevant information. Ms. Hampton inquired about the urgency of 

voting on the changes, and Ms. Coffey explained that it is important for the Agency to 

remain compliant with national standards implemented in January 2025. Ms. Hampton 

requested more information on why the changes were made and the process involved, and 

she moved to table the vote until a later date. Mr. Summers seconded the motion. 

 

Mr. Board noted that, according to the rules, a vote must be taken with no discussion. The 

motion to table passed unanimously. Ms. Eaves requested clarification on the specific 

changes and their timing, and Ms. Coffey briefly explained the required updates to ensure 

compliance with national standards. At this time, Mr. Cheatham noted that he had voted 

“no” on the motion to table, but his microphone was not on, and he asked that his “no” 

vote be reflected in the record. 

 

Mr. O’Mara continued agenda item KPPA Audit Committee Administrative Updates to 

address item (b) (Video 00:40:03 to 00:45:57), Ms. Coffey presented the Charter for the 

Division of Internal Audit, reiterating that most changes were made to ensure the Agency’s 

compliance with national standards. She explained that the KPPA-specific updates in the 

“Audit Process” section reflect management’s requests to clarify the steps of the audit 

process. The most significant change allows preliminary findings to be discussed directly 

with executive management, rather than relying on divisions to relay the information 

through the chain of command. Other revisions included aligning language with the main 

Audit Charter and outlining the updated audit process that has been in use since last year. 

 

    Ms. Hampton reiterated her request for additional information about the changes and 

moved to table the vote. Ms. Eaves seconded the motion. A roll-call vote was conducted, 

with Trustees O’Mara, Eaves, Hamton and Summers voting “yes” and Cheatham and 

Fulkerson voting “no.” The motion carried, with a plan to provide the requested 

information and bring the vote back at the next meeting. 

 

Ms. Coffey introduced agenda item KPPA Audit Committee Administrative Updates item 

(c), (Video 00:46:00 to 01:05:15). Ms. Evans provided a brief update on the Internal Audit 
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Budget, stating that all line items are on track to being well within their ranges. She then 

briefly discussed item (d), Status of Current Internal Audit Reports. There being no 

questions, Ms. Coffey moved on to item (e), Issued Reports and/or Memoranda, where she 

provided an update on the Follow-up of Open Internal Audit Findings as of December 31, 

2025. She reported that there were thirty-one (31) open items at the end of December 2025. 

After consulting with the respective departments, nineteen (19) items remained open, all 

with revised completion dates within calendar year 2026. 

 

    Ms. Coffey then presented the 2025-8 Inventory Observation Report, noting that 2025 

marked the first full inventory conducted by KPPA in several years. The report included 

recommendations for steps to be taken prior to finalizing inventory procedures. Mr. 

O’Mara requested a motion to accept the Issued Report on the 2025-8 Inventory 

Observation as presented. Ms. Hampton made the motion, and Ms. Eaves seconded. The 

motion passed unanimously. 

 

    Mr. Cheatham raised a question regarding an earlier audit report noting missing 

investment documents. Mr. Lamb explained that these documents relate to legacy private 

equity investors and that the recovery of these documents is an ongoing project. Mr. 

Barrow clarified that the documents are not contracts but side letters or amendments, and 

the issue is that they have not yet been incorporated into the current central repository. 

 

Mr. Curtis was introduced to briefly explain the 2026-4 and 2026-5 Member Benefit and 

Disability Benefit Payment Process reports. He stated that there were no adverse findings 

in either report. Ms. Eaves moved to accept the Issued Report on the 2026-4 and 2026-5 

Member Benefit and Disability Benefit Payment Process as presented. Ms. Hampton 

seconded, and the motion carried unanimously.  

 

Mr. Prince provided a brief presentation of the 2026-6 Review of the Procurement Process 

(non-investment). He explained that there were two (2) opportunities for improvement 

relating to frequency of vendor performance evaluations and sharing procurement related 

information with Trustees. Mr. Fulkerson made a motion to accept the Issued Report on the 

2026-6 Review of the Procurement Process (non-investment). Ms. Hampton seconded, and 

the motion carried unanimously. 
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9. There being no further business, Mr. O’Mara adjourned the meeting.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The remainder of this page intentionally left blank.  
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CERTIFICATION 

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

Committee 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 connection with this meeting. 
 

 

 
 

Recording Secretary 

 

 

I, as Chair of the Audit Committee of the Kentucky Public Pensions Authority, do certify that the 

Minutes of the meeting held on February 24, 2026, were approved by the Audit Committee on 

May 28, 2026. 
 

 

 
 

Committee Chair 

 
 

 

I have reviewed the Minutes of the Audit Committee Meeting on February 24, 2026, for 

form, content, and legality. 
 

 

 
 

Executive Director  
Office of Legal Services 
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MEMORANDUM  
 
TO:  Kentucky Public Pensions Authority Audit Committee  
 
FROM: Stephanie Hold, Investigator, Office of Legal Services 
 
DATE:  May 28, 2026 
 
SUBJECT:  Tips Received Regarding Fraud, Waste, and Abuse 
 
  
The information contained in this memo concerns tips regarding potential fraud, waste and abuse received by the 
Kentucky Public Pensions Authority (KPPA), including updates on all open cases and cases closed since the last 
meeting of the KPPA Audit Committee (Audit Committee).   
 

OPEN FRAUD TIP CASES 
 
Since the Audit Committee met on February 24, 2026, the KPPA received five (5) new fraud tips.  Two (2) tips 
were closed following a review and three (3) are currently pending. 
 
As of the date of this memo, the KPPA has five (5) cases in open status. The following chart provides current 
information for all open cases as of the date of this Memorandum:   
 

Date Reported C, K, S, 
Other 

Allegation(s) Current Action 

01/22/2024 CERS Disability retirement fraud. The Office of Legal Services 
has gathered information and 
is working with Disability 
and Survivor Benefits to 
submit all collected 
information to a medical 
examiner from MMRO. 

06/16/2024 CERS Prearranged agreement to return 
to work for the same employer 
and failure to have the required 
break in service. 

Fraud allegations related to 
the member is resolved. The 
Office of Legal Services is 
investigating employer 
reporting issues and is 
finalizing the last action item 
needed. 
 
 
 

04/21/2026 CERS Prearranged agreement to return 
to work for the same employer 
and no break in service. 

Office of Legal Services is 
currently investigating. 
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Date Reported C, K,S, Other Allegation(s) Current Action 
04/29/2026 CERS Prearranged agreement to return 

to work for the same employer. 
Office of Legal Services 

monitoring.  To date, 
member has not provided 
any documentation to re-

employ. 
04/30/2026 CERS Member receiving retirement 

credit for time not actually 
worked.  

Office of Legal Services 
currently investigating.  

 
FRAUD TIPS CLOSED SINCE LAST MEETING 

 
As of the date of this memo, four (4) cases have been closed since the last meeting of the KPPA Audit Committee.  
The following case(s) were closed since the last meeting: 
 

Date Reported C, K, S, Other Allegation(s) Disposition 
06/12/2024 CERS Employer not making the 

required retirement 
contributions for employees. 

ERCE continues to address 
this issue and no longer 
needs assistance of the 
Office of Legal Services. 

02/07/2026 KERS Fraud involving beneficiary 
change 

IT Security is monitoring 
and no longer needs 
assistance of the Office of 
Legal Services. 

04/08/2026 Other Related to illegal eviction Closed due to non-member 
and non-participating 
agency. 

04/17/2026 Other Medicaid Fraud Provided tipster with correct 
contact information to make 
a report. 

 
RECOMMENDATION 

 
This memorandum is provided for informational purposes only. 
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To:        KPPA Audit Committee  

From:       Michael Lamb, Executive Director, Office of Operations, and Chief Financial 
Officer, KPPA 

Date: May 28, 2026    

Subject:   The Retirement Allowance Account   

 
Issue: 

Disagreement and/or lack of clarification of what the Retirement Allowance Account (RAA) 
is and how and where it is to be set up and utilized for the County Employees Retirement 
System (CERS), the Kentucky Employees Retirement System (KERS) and the State Police 
Retirement System (SPRS) (the Systems).   

This specific problem has been co-mingled with other questions and concerns related to 
the Systems’ use of the Commonwealth’s depository bank, currently JP Morgan Chase 
(JPM), versus the use of the Systems’ custodial bank, currently The Bank of New York 
Mellon Corporation (BNY), as well as the definition of public funds vs. trust funds and 
trustee oversight and control of such funds. 

Those other questions and concerns are important and need to be concluded on 
separately.  This memo seeks to exclusively/solely conclude on the RAA and establish the 
appropriate definition and use to be utilized by the Kentucky Public Pensions Authority 
(KPPA) in the administration of the Systems.  

Conclusion: 

The RAA is the equivalent of a governmental accounting “Fund Balance” that is maintained 
within the general ledger accounting and pension administration systems of KPPA, and has 
always been accounted for correctly, since the inception of the Systems in 1956 and 1958, 
respectively.  

KPPA’s research through April 30, 2026, has found no statutory or industry evidence that 
the RAA should be set up as a bank, custodial, or investment account, or a series of such 
accounts. 
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Analysis and Basis for Conclusion: 

Statutes: 

KRS 16.555 (SPRS), KRS 61.570 (KERS), and KRS 78.630 (CERS) indicate that all the Assets 
of the Systems shall be held and invested in their respective retirement fund and credited 
to one of three accounts (1): the Members’ Account, (2) The Retirement Allowance 
Account, or (3): accounts established to pay for medical benefits under 26 U.S.C. sec. 
401(h). 

(1) The Members’ Account – KRS 16.560 (SPRS), KRS 61.575 (KERS), and KRS 78.640 
(CERS) define the Members’ Account as the account that accumulates all members’ 
contributions, or contributions picked up by the employer, all interest allowances 
(under Tier 1 and Tier 2), employer pay credits (under Tier 3), and GANIR Interest 
(under Tier 3), and excludes employee health insurance contributions.   Interest 
allowances and GANIR interest are to be applied as of June 30 and transferred from 
the RAA.  Prior to the member’s retirement, death or statutorily required refund, no 
funds shall be made available from this account.  Upon retirement of a member, 
then his or her accumulated member balance is transferred to the RAA. 

Note: The Statutory name of “The Members Account” was changed from “The 
Members’ Contribution Account” as part of SB 2 (2013) which introduced Tier 3. 

(2) The Retirement Allowance Account (RAA) – KRS 16.565 (SPRS), KRS 61.580 
(KERS), and KRS 78.650 (CERS) define the RAA as the account in which shall be 
accumulated all employer contributions, amounts transferred from the member’s 
account, and to which all income from the invested assets of the system shall be 
credited.  In addition, from this account the administration expenses of the system 
shall be paid, retirement allowances, and any other benefits payable after a 
member’s retirement. Therefore, KPPA is not to pay any such “expenses” from the 
Members’ Account.  Furthermore, from this Account, KPPA is to transfer to the 
Members’ Account the Employer pay credit (as these are “employer contributions”) 
as well as the GANIR interest, both of which were established with the creation of 
Tier 3. 
 
Prior to the establishment of the Systems in the late 1950’s, the Legislative 
Research Commission (LRC) conducted research for the purpose of informing the 
Kentucky General Assembly of what options were available in establishing a 
retirement system for public employees. LRC published their research in the 
Commonwealth of Kentucky Research Publication No. 6, “A Retirement System for 
Kentucky State Employees” (1949); The report included information on different 
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types/structures of public retirement systems, comparisons of other state and 
municipal public pension plans at the time, and the cost of forming such retirement 
systems. 
 
The report identified several options on how to administratively separate funds for 
accounting purposes, citing that some states utilize as many as five separate funds 
to account for varying levels of members and state contributions, as well as “a state 
pension fund” in which amounts are transferred to at the time of a member’s 
retirement. 
  

 
 
(See PDF page 50 of the 1949 research paper.) 
 
The original statutes establishing the RAA in the 1950’s for each of the systems are 
very similar to a hybrid of example 4 and 5 included in the report, and likewise, the 
“retirement allowance accounts” as they exist today for the systems are very similar 
to a hybrid of options #4 and #5 listed in the 1949 report. 
 

(3) Accounts established to pay for medical benefits under 26 U.S.C. sec. 401(h). 
The 3rd account referenced in the above statutes are the accounts established to 
pay for medical benefits under 26 U.S.C. sec. 401(h), and essentially are the plans 
established in the Insurance Trust Fund and include the employee and employer 
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contributions to the Insurance Trust and not part of the Members’ Account and/or 
the RAA. 

Financial Statements; Pension Administration System; Bookkeeping / Accounting 
System. 

Within the Systems’ bookkeeping or accounting processes there is, and has always been, a 
series of general ledger/bookkeeping accounts that contain the statutory required 
accumulated amounts for the RAA.  

Furthermore, within the Systems’ pension administration system (when it was kept 
manually or in today’s modern START system), there has always been an individual account 
for every member that contains the statutory accumulated amounts of the Members’ 
Account, as well as a series of general ledger/bookkeeping accounts that capture the 
accumulation of all individual member accounts, with the following exception: 

Exception: In 2013, a decision was made to no longer utilize the Series 600- 
Member Fund Balance Accounts within the system of accounting/booking 
accounts. Research has not determined exactly why this changed; however, the 
following indications may have contributed to the change. 

o With the implementation of Tier 3 via SB 2 (2013) there was statutory 
language change from the Member Contribution Account to just Member 
Account. 

o The pension administration system has always maintained an individual 
Member Account for every member that shows accumulated balance for 
that member, and a cumulative member balance can be generated (showing 
the entire Member Balance at any time).   

o Due to GAAP and GASB changes, The Annual reports were no longer 
segregating the Member Contribution Account and the RAA as part of fund 
balance. 

These Series 600 fund balance accounts were brought back to the general ledger in fiscal 
year 2023, and the Series 700 fund balance (Retirement Allowance Accounts) have always 
been in the general ledger/bookkeeping accounts since the Systems’ inception as 
evidenced in the following Annual Reports presented below. 

The first financial statements  

There are two financial statements in these annual reports.  

In the example below, the first financial statement shows the Assets and Liabilities of the 
CERS System as of June 30, 1960, with the liabilities separated between the accumulated 
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balance of the Member Contribution Account and the Retirement Allowance Account. 
In this financial statement, the RAA does not represent a bank, custodial, or investment 
account, or series of such accounts, but rather a fund balance.  

This financial statement is generally referred to as a balance sheet, and in today’s generally 
accepted accounting principles (GAAP) for pensions, is called the “Statement of Fiduciary 
Net Position” 

 

 

The second financial statement shows the cumulative receipts and disbursements of both 
the Member Contribution Account and the Retirement Allowance Account, of June 30, 
1960, resulting in the total “cash on hand” or in this case, with the State Treasurer. This 
financial statement also does not depict the RAA as a bank, custodial, or investment 
account, or series of such accounts, but rather a fund balance, in which the annual activity 
is being reconciled to the fund balance on the first financial statement. 

This financial statement is generally referred to as an income statement, and in today’s 
GAAP for pensions, is called the “Statement of Changes in Fiduciary Net Position” 
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The Annual Reports 1961-1990 

The financial statements from 1961 through 1990 are functionally the same as the 1960 
statements but this 1990 example better illustrates that the Member Contribution 
Account and the Retirement Allowance Account are truly Fund Balances, and represent 
an accumulation of all system assets including investments, cash on deposit, receivables, 
accrued income, and other assets (which could be fixed assets or equipment, etc.).  

The two income statements also illustrate the statutory requirements to transfer amounts 
between the two accounts (“retired members’ balances transferred to retirement 
allowance account”, and “Interest credited to members’ balances transferred to Members’ 
Contribution Account”, and vice versa). 

 

KPPA Audit Committee - Update on Retirement Allowance Account Research

19



 

 

 

 

KPPA Audit Committee - Update on Retirement Allowance Account Research

20



 

 

 

 
 

 

 

 
 

KPPA Audit Committee - Update on Retirement Allowance Account Research

21



 

 

The Annual Reports for 1991-1995 

In the 1991 Annual Report, the Member Contribution Account and the Retirement 
Allowance Account were combined into the line item “Net Assets Available for Plan 
Benefits” but has the two accounts parenthetically disclosed and tied out to the Fund 
Balance via an “actuarial present value of credited projected benefits” as well as an 
“unfunded actuarial present value of credited projected benefits”.   
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These statements also depict that if your fund balance does not equal assets minus 
liabilities you have to have a negative. This is presented in the “unfunded actuarial present 
value of credited projected benefits”, which essentially reduces the RAA.  The Member 
Contribution Account should never be negative, as that represents the System’s obligation 
to refund all the contributions and interest active members are entitled to.  If it is negative, 
the System would be facing insolvency.  
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The Annual Reports for 1996-2018 

The financial statements of this annual report, no longer identify the Members’ 
Contribution Account or the RAA, and this is due to the adoption of GASB Statement 25 -  
“Financial Reporting for the Defined Benefit Plans and Note Disclosures for Defined 
Contribution Plans” 

 

GASB 25 required that the difference between total plan assets and total plan liabilities at 
the reporting date should be captioned net assets held in trust for pension benefits. 

The statement of changes in plan net assets should be prepared on the accrual basis, for 
the recognition of plan receivables and liabilities. The information should be presented in 
two principal sections, additions and deductions. The difference between total additions 
and deductions should be reported as the net increase (or decrease) for the year in net 
assets held in trust for pension benefits. 

This didn’t mean that the RAA or the Members’ Contribution Account was dissolved as they 
were still a part of the Systems general ledger/bookkeeping accounts; however, per GAAP, 
these two accounts were no longer being presented on the face of the audited annual 
financial statements. 

 

KPPA Audit Committee - Update on Retirement Allowance Account Research

25



 

 

 

KPPA Audit Committee - Update on Retirement Allowance Account Research

26



 

 

 

 

The Current Annual Reports (2025), the Current System of Accounting, and the current 
Pension Administration System  

The current term for fund balance used is “Fiduciary Net Position”, which is required with 
the adoption of GASB Statement No. 67 – Financial Reporting for Pension Plans, 
superseding GASB Statement No. 25, and was effective for fiscal year ended June 30, 2014.  

GASB 67 requires defined benefit pension plans to present two financial statements, a 
statement of fiduciary net position and a statement of changes in fiduciary net position. 
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The statement of fiduciary net position presents the following items as of the end of the 
pension plan’s reporting period, as applicable:  

• Assets, such as cash and cash equivalents, receivables from employers and plan 
members, investments (measured at fair value), and equipment and other assets used in 
pension plan operations  
• Deferred outflows of resources  
• Liabilities, such as benefit payments due to plan members  
• Deferred inflows of resources  
• Fiduciary net position, which equals assets, plus deferred outflows of resources, minus 
liabilities, minus deferred inflows of resources 
 

The statement of changes in fiduciary net position presents the following items for the 
pension plan’s reporting period:  

• Additions, such as contributions from employers, non-employer contributing entities, 
plan members, and net investment income  
• Deductions, such as benefit payments and administrative expenses 
• Net increase (decrease) in fiduciary net position, which equals the difference between 
additions and deductions 
 

The Individual Member Account & The RAA 

Within the current pension administration system, there is an individual Member Account 
for every member that shows an accumulated account balance.  In addition, an annual 
statement is produced for each member and members can log into their self-service 
account and see their individual member balance. 

Below is a screenshot of an actual Tier 3 Member’s account, with a total balance of 
$47,240.72 ($11,405.66 + $16,177.83 + $14,144.68+ $5,512.55). 
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Within the current accounting system, there is a series of general ledger accounts that 
represents the combined balance of all individual member accounts in each system and 
plan (nonhazardous and hazardous). 

In addition, within the current accounting system, there is a series of general ledger 
accounts that represents the balance of the RAA for each system and plan.  

Below is the 6/30/2025 Great Plains general ledger trial balance for KERS and CERS 
nonhazardous that ties out to the 6/30/2025 ACFR’s fiduciary net position. 
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While the Member Account and  the RAA are no longer presented on the Systems’ Annual 
Financial Statements as fund balance, and as the name fund balance has changed over 
the years, fund balance remains as it always has been: Assets minus Liabilities, and that 
“fund balance” (or that “net assets held in trust”, or that “fiduciary net position”) for the 
Systems continues to represent the combination of the Member Account and the RAA, and 
these accounts continue to be maintained as a system of accounting/general ledger 
accounts as they have always been since inception.   
 
Through review of all the historical financial statements of CERS, KERS, and SPRS, there is 
no evidence that the RAA is to be depicted as a bank, custodial, or investment account, or 
series of such accounts, but rather a fund balance. 

 

Other retirement systems and Industry Guidance: 

Other public pension plan statutes with comparable language to the “retirement allowance 
accounts” of the Systems that have adopted similar interpretations, are as follows: 

The Virginia Retirement Systems (VRS) has a “retirement allowance account”,  

§ 51.1-148. Retirement allowance account. 

A. All employer contributions, all amounts transferred from the members' contribution 
account, and all income from the invested assets of the retirement system shall be 
credited to the retirement allowance account. All benefits under the retirement system, 
other than refunds of members' accumulated contributions, and all administrative 
expenses of the retirement system, except to the extent that such expenses are 
otherwise paid, shall be paid from the retirement allowance account. At the discretion 
of the Board, contributions, penalties, and interest assessments may be deducted from 
the retirement allowance account of the employer. 

B. The amount of the interest allowances provided for in this chapter shall be 
transferred from the retirement allowance account to the members' contribution 
account annually. 

C. The records of the retirement allowance account shall be maintained so that the 
portion that is applicable to each respective employer may be ascertained at all times. 

Correspondence with the VRS Director of Policy, Planning and Compliance is as follows: 

“These accounts are tracked separately in our system of record; they are not independent 
bank accounts. We think it would be impractical to have these funds in separate bank 
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accounts and would provide challenges for investing the funds within the overall Trust 
structure. We also construe subsection (C) of the statute to mean that the retirement 
allowance accounts are intended to be a record keeping function.” 

The Kansas State Public Employees Retirement System (KPERS) also has “reserves” within 
the pension fund, (See K.S.A. § 74-4922), including members accumulate contribution 
reserve, retirement benefit accumulation reserve, and a retirement benefit payment 
reserve, expense reserve: 

(b) Retirement benefit accumulation reserve. This reserve within the fund shall be 
credited with the portion of employer contributions for retirement benefits both for prior 
service and for participating service and with income of the fund not otherwise directed 
by law to a different reserve. The board shall credit interest to all other reserves and 
reserve accounts as provided by law at rates determined by the board. Interest so 
credited shall be transferred from the retirement benefit accumulation reserve. Separate 
reserve accounts shall not be maintained for each participating employer joining the 
system on the first entry date. The board shall determine whether or not separate reserve 
accounts shall be maintained for each participating employer joining the system after 
the first entry date.  

Correspondence with the KPERS Deputy Executive Director for Modernization is as follows: 
 
“I would describe them as bookkeeping/accounting categories. The State has a main 
bank account divided into funds, one of which is the KPERS Trust Fund. The reserves 
are a component of the Trust Fund, with different accounting codes, depending on the 
type. Our statutes say the reserves are maintained within the funds and there is no 
mention of bank accounts or anything similar.” 
 

The Teachers Retirement System of Kentucky (TRS) also has a series of funds and 
accounts, including the State Accumulation Fund, the Allowance Reserve Fund, the 
Guarantee Fund, and the Expense Fund. See KRS 161.420.( statute.aspx)  

KRS 161.420 (4) The allowance reserve fund shall be the fund from which shall be paid 
all retirement allowances and benefits provided under KRS 161.520 and 161.525. In  
addition, whenever a change in the status of a member results in an obligation on  
this fund, there shall be transferred to this fund from the teachers' savings fund and  
the state accumulation fund, the amounts as may be held in those funds for the  
account or benefit of the member; 
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Upon meeting with the TRS Chief Financial Officer and the Investment Accounting 
Manager, it was confirmed that all these accounts referenced in statute are a series of self-
balancing general ledger accounts.  They too use JPM as their depository bank and BNY as 
their custodial bank and do not consider any of these statutory retirement accounts to be 
bank, custodial, investment, or series of such accounts.  
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List of documents, reports, memos, and minutes, utilized in the research for reaching 
the above noted conclusion. 

The Cash Flow Memo 

Email Exchange between Kentucky Public Pensions Authority and the Commonwealth 
Office of Financial Management  

Internal Audit report titled “Plan Liquidity – Daily Qualification Process as of November 18, 
2021, issued February 3, 2022, - Finding Item #1 “Compliance with State Statutes” 

Minutes of April 7, 2022, Joint Audit Committee Meeting 

May 24, 2022, memo titled “Legal Analysis of Retirement Allowance Account” 

Minutes of May 24, 2022, Joint Audit Committee Meeting. 

April 20, 2026, KPPA Compliance Officer RAA research Memo 

Founding Research Document – “Commonwealth of Kentucky Research Publication No. 6, 
“A Retirement System for Kentucky State Employees” (1949) 

Specific Annual reports from 1958-2025, including CERS 1960, CERS/KRS: 1990, 1991, 
1996, and the 2025 ACFRs (on website).  
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Kentucky Public Pensions Authority 

 
Internal Audit Administration 

 
 
To:   Members of the KPPA Audit Committee 
 
From:   Kristen N. Coffey, CICA 

Chief Auditor 
 
Date:   June 10, 2026 
 
Subject:  Update on the Office Space Utilization Project 
 
At the May 2025 Audit Committee meeting, the Audit Committee approved the fiscal year 2026 

Audit Plan. This plan included a review of Office Space Utilization, which was initially to be 

performed by the Internal Audit team. At that meeting, the Audit Committee approved allowing 

KPPA management to perform the research and have the Internal Audit team perform an 

independent review/confirmation of the information, to provide a higher level of confidence to the 

Audit Committee. The Audit Committee requested that the research include the following 

information: 

1. Square footage of buildings and how much of the space is currently being used. 

2. If all employees return to work five days a week, do we have enough space to 

accommodate that? 

3. Current cost to operate buildings. 

4. Estimated cost to operate buildings if 100% of employees were to return to work five days 

a week. 

5. Impact on the above numbers if a Louisville office were to be opened. 

6. Estimated square footage of Louisville office and how many employees would work out 

of that office. 

7. Estimated cost of operating a Louisville office. 

8. Feasibility of closing off certain areas of the buildings to reduce cost since many 

employees work from home. 

9. Feasibility of consolidating employees into one building and leasing out the other 

building. 
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[Type here] 
 
On June 1, a memorandum related to the Office Space Utilization project was provided to the 

Chief Auditor. The memorandum gives a background on building ownership, discusses the 

current telecommuting policy, and provides an average number of employees that were in office 

during a six-month period. There is a brief discussion on leasing part of one of the buildings. 

  

The memorandum fails to address many of the items requested by the Audit Committee. When 

the Chief Auditor inquired about the missing details, it was communicated that after the Audit 

Committee approved the project in May 2025, a separate meeting was held with two members of 

KPPA management and one, possibly two, Audit Committee members. During that meeting, the 

participants agreed to change the requirements of the project. Those changes were not 

communicated to the Chief Auditor nor were they approved by the Audit Committee.  

  

RECOMMENDATION: I am recommending the Audit Committee provide clarification on the 

expectations of the Office Space Utilization project. Additionally, I am requesting approval for 

either the original project to be completed or approval of accepting the guidelines of the revised 

project.  
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Independence Statement 

The Global Internal Audit Standards excerpted : 
 

Domain II Ethics and Professionalism 
 
Principle 2 Maintain Objectivity 

Internal auditors maintain an impartial and unbiased attitude when performing internal audit  
services and making decisions. 
 

2.1  Internal auditors must maintain professional objectivity when performing all aspects of internal audit 
services. Professional objectivity requires internal auditors to apply an impartial and unbiased 
mindset and make judgments based on balanced assessments of all relevant circumstances. Internal 
auditors must be aware of and manage potential biases. 

 
2.2 The chief audit executive must establish methodologies to address impairments to objectivity.  

 Internal auditors must recognize and avoid or mitigate actual, potential, and perceived 
impairments to objectivity.  

 Internal auditors must not accept any tangible or intangible item, such as a gift, reward, or 
favor, that may impair or be presumed to impair objectivity. 

 Internal auditors must avoid conflicts of interest and must not be unduly influenced by their 
own interests or the interests of others, including senior management or others in a position of 
authority, or by the political environment or other aspects of their surroundings.  

 Internal auditors must refrain from assessing specific activities for which they were previously 
responsible. Objectivity is presumed to be impaired if an internal auditor provides assurance 
services for an activity for which the internal auditor had responsibility within the previous 12 
months. 

 If the internal audit function is to provide assurance services where it had previously performed 
advisory services, the chief audit executive must confirm that the nature of the advisory services 
does not impair objectivity and must assign resources such that individual objectivity is 
managed. Assurance engagements for functions over which the chief audit executive has 
responsibility must be overseen by an independent party outside the internal audit function. 

 If internal auditors are to provide advisory services relating to activities for which they had 
previous responsibilities, they must disclose potential impairments to the party requesting the 
services before accepting the engagement. 

 
2.3  If objectivity is impaired in fact or appearance, the details of the impairment must be disclosed  

promptly to the appropriate parties. 
 
 

Domain III Governing the Internal Audit Function 
 

 
Principle 7 Positioned Independently 

The board establishes and protects the internal audit function’s independence and qualifications. 

7.1 The chief audit executive must confirm to the board the organizational independence of the internal 
audit function at least annually. This includes communicating incidents where independence may have 
been impaired and the actions or safeguards employed to address the impairment. 
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Code of Ethics — Principles 
Internal auditors are expected to apply and uphold the following principles: 

1. Integrity – The integrity of internal auditors establishes trust and thus provides the basis for reliance 
on their judgment. 

2. Objectivity – Internal auditors exhibit the highest level of professional objectivity in gathering, 
evaluating, and communicating information about the activity or process being examined. Internal 
auditors make a balanced assessment of all the relevant circumstances and are not unduly influenced 
by their own interests or by others in forming judgments. 

3. Confidentiality – Internal auditors respect the value and ownership of information they receive and do 
not disclose information without appropriate authority unless there is a legal or professional 
obligation to do so. 

4. Competency – Internal auditors apply the knowledge, skills, and experience needed in the performance 
of internal audit services. 

 
Rules of Conduct 

1. Integrity – Internal auditors: 
 Shall perform their work with honesty, diligence, and responsibility. 
 Shall observe the law and make disclosures expected by the law and the profession. 
 Shall not knowingly be a party to any illegal activity or engage in acts that are discreditable to the 

profession of internal auditing or to the organization. 
 Shall respect and contribute to the legitimate and ethical objectives of the organization. 

 
2. Objectivity – Internal auditors: 

 Shall not participate in any activity or relationship that may impair or be presumed to impair their 
unbiased assessment. This participation includes those activities or relationships that may be in 
conflict with the interests of the organization. 

 Shall not accept anything that may impair or be presumed to impair their professional judgment. 
 Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of 

activities under review. 
 

3. Confidentiality – Internal auditors: 
 Shall be prudent in the use and protection of information acquired in the course of their duties. 
 Shall not use the information for any personal gain or in any manner that would be contrary to the 

law or detrimental to the legitimate and ethical objectives of the organization. 
 

4. Competency – Internal auditors: 
 Shall engage only in those services for which they have the necessary knowledge, skills, and 

experience. 
 Shall perform internal audit services in accordance with the International Standards for the 

Professional Practice of Internal Auditing. 
 Shall continually improve their proficiency and the effectiveness and quality of their services. 
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Impairments to independence and objectivity must be reported. Please answer all the following questions. 
Any “Yes” responses should be explained in detail in third column. Impairments are not limited to the 
examples below; therefore, any other situation that meets the definition of an impairment should be listed on 
page three. 

KPPA – Kentucky Public Pensions Authority  
CERS – County Employees Retirement System  
KRS – Kentucky Retirement Systems 

 
Question	 Yes	or	

No	
Explanation	for	Yes	
Response	

1. Have you or any of the following had any financial interest, 
direct or indirect, in any transaction with KPPA, CERS, 
and/or KRS? 

No  

a. Any member of your immediate family (defined as 
your spouse, children, siblings, parents, and parents 
of spouses). 

No  

b.  Any person, firm, etc. in which you 
have a substantial economic interest. 

No  

c. Any firm or corporation of which 
you are an officer, director, trustee, partner, or employee. 

No  

d. Any person for whom you hope, expect, or are negotiating to 
work. 

No  

e. Any person with whom you have any contact or who 
owes you money and is, therefore, able to 
affect your economic interests. 

No  

2. Have you accepted or solicited anything of value in return for 
promises of favorable action on any matter that might be the 
subject of an audit? 

No  

3. Are any members of your immediate family currently employed 
by KPPA, CERS, and/or KRS or have been in the 
previous three years? 

No  

4. Do you have any official, professional, personal, or financial 
relationships that might cause you to limit the extent of any 
inquiry, to limit disclosure, or to weaken or slant audit 
findings in any way? 

No  

5. Do you have any preconceived ideas towards individuals, 
groups, organizations, or objectives of a 
particular program that could bias an audit? 

No  

6. Are you currently or have you previously maintained the 
official accounting records of a fund, agency, or 
program of KPPA, CERS, or KRS? 

No  

7. Did you have any previous responsibilities for decision-making 
on a program or process team that would influence the 
current operations of KPPA, CERS, and/or KRS? 

No  

8. Did you have any previous authority at KPPA, CERS, and/or 
KRS to approve the payment of direct payment requisitions, 
payrolls, claims, or any other expenditures? 

No  
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Unless indicated in the table on the previous page or listed below, in relation to my responsibilities as an 
employee of the Kentucky Public Pensions Authority – Division of Internal Audit, there are no impairments 
to my professional independence as defined by the Global Internal Audit Standards with respect to the 
responsibilities of the Division of Internal Audit, my public employment, and, specifically, units of state 
and local government and quasi-public corporations. 

Also, I acknowledge receipt of a copy and affirm adherence to the Institute of Internal Auditor’s Code of 
Ethics page 3 . I have also reviewed and understand the information set forth in Charter of the Division 
of Internal Audit. 

Please list any personal impairment not discussed on page 2 or answer “None”: 

None 

    Kristen N. Coffey Fiscal Year 2027
Employee Name Please Print  Effective Fiscal Year

 May 4, 2026 
Employee Signature Date 

Please note: This independence statement is only intended to list individual threats to independence during the 
period of the professional engagement, which begins with the initial engagement letter or other agreement to 
perform an audit or begin to perform an audit, whichever is earlier. Documentation of non-audit services, if 
any, will be included in the corresponding audit documentation. In addition, if the individual auditor 
encounters a threat to independence, the individual auditor is required to report the threat to his or her 
immediate supervisor for timely implementation of safeguards to eliminate or reduce the threat to an acceptable 
level. 
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Independence Statement 

The Global Internal Audit Standards excerpted : 
 

Domain II Ethics and Professionalism 
 
Principle 2 Maintain Objectivity 

Internal auditors maintain an impartial and unbiased attitude when performing internal audit  
services and making decisions. 
 

2.1  Internal auditors must maintain professional objectivity when performing all aspects of internal audit 
services. Professional objectivity requires internal auditors to apply an impartial and unbiased 
mindset and make judgments based on balanced assessments of all relevant circumstances. Internal 
auditors must be aware of and manage potential biases. 

 
2.2 The chief audit executive must establish methodologies to address impairments to objectivity.  

 Internal auditors must recognize and avoid or mitigate actual, potential, and perceived 
impairments to objectivity.  

 Internal auditors must not accept any tangible or intangible item, such as a gift, reward, or 
favor, that may impair or be presumed to impair objectivity. 

 Internal auditors must avoid conflicts of interest and must not be unduly influenced by their 
own interests or the interests of others, including senior management or others in a position of 
authority, or by the political environment or other aspects of their surroundings.  

 Internal auditors must refrain from assessing specific activities for which they were previously 
responsible. Objectivity is presumed to be impaired if an internal auditor provides assurance 
services for an activity for which the internal auditor had responsibility within the previous 12 
months. 

 If the internal audit function is to provide assurance services where it had previously performed 
advisory services, the chief audit executive must confirm that the nature of the advisory services 
does not impair objectivity and must assign resources such that individual objectivity is 
managed. Assurance engagements for functions over which the chief audit executive has 
responsibility must be overseen by an independent party outside the internal audit function. 

 If internal auditors are to provide advisory services relating to activities for which they had 
previous responsibilities, they must disclose potential impairments to the party requesting the 
services before accepting the engagement. 

 
2.3  If objectivity is impaired in fact or appearance, the details of the impairment must be disclosed  

promptly to the appropriate parties. 
 
 

Domain III Governing the Internal Audit Function 
 

 
Principle 7 Positioned Independently 

The board establishes and protects the internal audit function’s independence and qualifications. 

7.1 The chief audit executive must confirm to the board the organizational independence of the internal 
audit function at least annually. This includes communicating incidents where independence may have 
been impaired and the actions or safeguards employed to address the impairment. 
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Code of Ethics — Principles 
Internal auditors are expected to apply and uphold the following principles: 

1. Integrity – The integrity of internal auditors establishes trust and thus provides the basis for reliance 
on their judgment. 

2. Objectivity – Internal auditors exhibit the highest level of professional objectivity in gathering, 
evaluating, and communicating information about the activity or process being examined. Internal 
auditors make a balanced assessment of all the relevant circumstances and are not unduly influenced 
by their own interests or by others in forming judgments. 

3. Confidentiality – Internal auditors respect the value and ownership of information they receive and do 
not disclose information without appropriate authority unless there is a legal or professional 
obligation to do so. 

4. Competency – Internal auditors apply the knowledge, skills, and experience needed in the performance 
of internal audit services. 

 
Rules of Conduct 

1. Integrity – Internal auditors: 
 Shall perform their work with honesty, diligence, and responsibility. 
 Shall observe the law and make disclosures expected by the law and the profession. 
 Shall not knowingly be a party to any illegal activity or engage in acts that are discreditable to the 

profession of internal auditing or to the organization. 
 Shall respect and contribute to the legitimate and ethical objectives of the organization. 

 
2. Objectivity – Internal auditors: 

 Shall not participate in any activity or relationship that may impair or be presumed to impair their 
unbiased assessment. This participation includes those activities or relationships that may be in 
conflict with the interests of the organization. 

 Shall not accept anything that may impair or be presumed to impair their professional judgment. 
 Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of 

activities under review. 
 

3. Confidentiality – Internal auditors: 
 Shall be prudent in the use and protection of information acquired in the course of their duties. 
 Shall not use the information for any personal gain or in any manner that would be contrary to the 

law or detrimental to the legitimate and ethical objectives of the organization. 
 

4. Competency – Internal auditors: 
 Shall engage only in those services for which they have the necessary knowledge, skills, and 

experience. 
 Shall perform internal audit services in accordance with the International Standards for the 

Professional Practice of Internal Auditing. 
 Shall continually improve their proficiency and the effectiveness and quality of their services. 
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Impairments to independence and objectivity must be reported. Please answer all the following questions. 
Any “Yes” responses should be explained in detail in third column. Impairments are not limited to the 
examples below; therefore, any other situation that meets the definition of an impairment should be listed on 
page three. 

KPPA – Kentucky Public Pensions Authority  
CERS – County Employees Retirement System  
KRS – Kentucky Retirement Systems 

 
Question	 Yes	or	

No	
Explanation	for	Yes	
Response	

1. Have you or any of the following had any financial interest, 
direct or indirect, in any transaction with KPPA, CERS, 
and/or KRS? 

No  

a. Any member of your immediate family (defined as 
your spouse, children, siblings, parents, and parents 
of spouses). 

No  

b.  Any person, firm, etc. in which you 
have a substantial economic interest. 

No  

c. Any firm or corporation of which 
you are an officer, director, trustee, partner, or employee. 

No  

d. Any person for whom you hope, expect, or are negotiating to 
work. 

No  

e. Any person with whom you have any contact or who 
owes you money and is, therefore, able to 
affect your economic interests. 

No  

2. Have you accepted or solicited anything of value in return for 
promises of favorable action on any matter that might be the 
subject of an audit? 

No  

3. Are any members of your immediate family currently employed 
by KPPA, CERS, and/or KRS or have been in the 
previous three years? 

No  

4. Do you have any official, professional, personal, or financial 
relationships that might cause you to limit the extent of any 
inquiry, to limit disclosure, or to weaken or slant audit 
findings in any way? 

No  

5. Do you have any preconceived ideas towards individuals, 
groups, organizations, or objectives of a 
particular program that could bias an audit? 

No  

6. Are you currently or have you previously maintained the 
official accounting records of a fund, agency, or 
program of KPPA, CERS, or KRS? 

No  

7. Did you have any previous responsibilities for decision-making 
on a program or process team that would influence the 
current operations of KPPA, CERS, and/or KRS? 

No  

8. Did you have any previous authority at KPPA, CERS, and/or 
KRS to approve the payment of direct payment requisitions, 
payrolls, claims, or any other expenditures? 

No  
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Unless indicated in the table on the previous page or listed below, in relation to my responsibilities as an 
employee of the Kentucky Public Pensions Authority – Division of Internal Audit, there are no impairments 
to my professional independence as defined by the Global Internal Audit Standards with respect to the 
responsibilities of the Division of Internal Audit, my public employment, and, specifically, units of state 
and local government and quasi-public corporations. 

 
Also, I acknowledge receipt of a copy and affirm adherence to the Institute of Internal Auditor’s Code of 
Ethics page 3 . I have also reviewed and understand the information set forth in Charter of the Division 
of Internal Audit. 

Please list any personal impairment not discussed on page 2 or answer “None”:  

None 

 

 
 

 

Madeline Evans Fiscal Year 2027 
Employee Name Please Print  Effective Fiscal Year 

 

/s/ Madeline Evans  5/4/2026 
Employee Signature Date 

 
Please note: This independence statement is only intended to list individual threats to independence during the 
period of the professional engagement, which begins with the initial engagement letter or other agreement to 
perform an audit or begin to perform an audit, whichever is earlier. Documentation of non-audit services, if 
any, will be included in the corresponding audit documentation. In addition, if the individual auditor 
encounters a threat to independence, the individual auditor is required to report the threat to his or her 
immediate supervisor for timely implementation of safeguards to eliminate or reduce the threat to an acceptable 
level. 
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Independence Statement 

The Global Internal Audit Standards (excerpted): 
 

Domain II Ethics and Professionalism 
 
Principle 2 Maintain Objectivity 

Internal auditors maintain an impartial and unbiased attitude when performing internal audit  
services and making decisions. 
 

2.1  Internal auditors must maintain professional objectivity when performing all aspects of internal audit 
services. Professional objectivity requires internal auditors to apply an impartial and unbiased 
mindset and make judgments based on balanced assessments of all relevant circumstances. Internal 
auditors must be aware of and manage potential biases. 

 
2.2 The chief audit executive must establish methodologies to address impairments to objectivity.  

• Internal auditors must recognize and avoid or mitigate actual, potential, and perceived 
impairments to objectivity.  

• Internal auditors must not accept any tangible or intangible item, such as a gift, reward, or 
favor, that may impair or be presumed to impair objectivity. 

• Internal auditors must avoid conflicts of interest and must not be unduly influenced by their 
own interests or the interests of others, including senior management or others in a position of 
authority, or by the political environment or other aspects of their surroundings.  

• Internal auditors must refrain from assessing specific activities for which they were previously 
responsible. Objectivity is presumed to be impaired if an internal auditor provides assurance 
services for an activity for which the internal auditor had responsibility within the previous 12 
months. 

• If the internal audit function is to provide assurance services where it had previously performed 
advisory services, the chief audit executive must confirm that the nature of the advisory services 
does not impair objectivity and must assign resources such that individual objectivity is 
managed. Assurance engagements for functions over which the chief audit executive has 
responsibility must be overseen by an independent party outside the internal audit function. 

• If internal auditors are to provide advisory services relating to activities for which they had 
previous responsibilities, they must disclose potential impairments to the party requesting the 
services before accepting the engagement. 

 
2.3  If objectivity is impaired in fact or appearance, the details of the impairment must be disclosed  

promptly to the appropriate parties. 
 
 

Domain III Governing the Internal Audit Function 
 

 
Principle 7 Positioned Independently 

The board establishes and protects the internal audit function’s independence and qualifications. 

7.1 The chief audit executive must confirm to the board the organizational independence of the internal 
audit function at least annually. This includes communicating incidents where independence may have 
been impaired and the actions or safeguards employed to address the impairment. 
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Code of Ethics — Principles 

Internal auditors are expected to apply and uphold the following principles: 

1. Integrity – The integrity of internal auditors establishes trust and thus provides the basis for reliance 
on their judgment. 

2. Objectivity – Internal auditors exhibit the highest level of professional objectivity in gathering, 
evaluating, and communicating information about the activity or process being examined. Internal 
auditors make a balanced assessment of all the relevant circumstances and are not unduly influenced 
by their own interests or by others in forming judgments. 

3. Confidentiality – Internal auditors respect the value and ownership of information they receive and do 
not disclose information without appropriate authority unless there is a legal or professional 
obligation to do so. 

4. Competency – Internal auditors apply the knowledge, skills, and experience needed in the performance 
of internal audit services. 

 

Rules of Conduct 

1. Integrity – Internal auditors: 

• Shall perform their work with honesty, diligence, and responsibility. 

• Shall observe the law and make disclosures expected by the law and the profession. 

• Shall not knowingly be a party to any illegal activity or engage in acts that are discreditable to the 
profession of internal auditing or to the organization. 

• Shall respect and contribute to the legitimate and ethical objectives of the organization. 

 

2. Objectivity – Internal auditors: 

• Shall not participate in any activity or relationship that may impair or be presumed to impair their 
unbiased assessment. This participation includes those activities or relationships that may be in 
conflict with the interests of the organization. 

• Shall not accept anything that may impair or be presumed to impair their professional judgment. 

• Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of 
activities under review. 

 

3. Confidentiality – Internal auditors: 

• Shall be prudent in the use and protection of information acquired in the course of their duties. 

• Shall not use the information for any personal gain or in any manner that would be contrary to the 
law or detrimental to the legitimate and ethical objectives of the organization. 

 

4. Competency – Internal auditors: 

• Shall engage only in those services for which they have the necessary knowledge, skills, and 
experience. 

• Shall perform internal audit services in accordance with the International Standards for the 
Professional Practice of Internal Auditing. 

• Shall continually improve their proficiency and the effectiveness and quality of their services. 
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Impairments to independence and objectivity must be reported. Please answer all the following questions. 
Any “Yes” responses should be explained in detail in third column. Impairments are not limited to the 
examples below; therefore, any other situation that meets the definition of an impairment should be listed on 
page three. 

KPPA – Kentucky Public Pensions Authority  
CERS – County Employees Retirement System  
KRS – Kentucky Retirement Systems 

 
Question Yes or 

No 
Explanation for Yes 
Response 

1. Have you or any of the following had any financial interest, 
direct or indirect, in any transaction with KPPA, CERS, 
and/or KRS? 

No  

a. Any member of your immediate family (defined as 
your spouse, children, siblings, parents, and parents 
of spouses). 

No  

b.  Any person, firm, etc. in which you 
have a substantial economic interest. 

No  

c. Any firm or corporation of which 
you are an officer, director, trustee, partner, or employee. 

No  

d. Any person for whom you hope, expect, or are negotiating to 
work. 

No  

e. Any person with whom you have any contact or who 
owes you money and is, therefore, able to 
affect your economic interests. 

No  

2. Have you accepted or solicited anything of value in return for 
promises of favorable action on any matter that might be the 
subject of an audit? 

No  

3. Are any members of your immediate family currently employed 
by KPPA, CERS, and/or KRS or have been in the 
previous three years? 

No  

4. Do you have any official, professional, personal, or financial 
relationships that might cause you to limit the extent of any 
inquiry, to limit disclosure, or to weaken or slant audit 
findings in any way? 

No  

5. Do you have any preconceived ideas towards individuals, 
groups, organizations, or objectives of a 
particular program that could bias an audit? 

No  

6. Are you currently or have you previously maintained the 
official accounting records of a fund, agency, or 
program of KPPA, CERS, or KRS? 

No  

7. Did you have any previous responsibilities for decision-making 
on a program or process team that would influence the 
current operations of KPPA, CERS, and/or KRS? 

No  

8. Did you have any previous authority at KPPA, CERS, and/or 
KRS to approve the payment of direct payment requisitions, 
payrolls, claims, or any other expenditures? 

No  

 

 

 
 
 
 
 
 

No

No

No

No

No
No

No

No

No

No

No

No

No
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Unless indicated in the table on the previous page or listed below, in relation to my responsibilities as an 
employee of the Kentucky Public Pensions Authority – Division of Internal Audit, there are no impairments 
to my professional independence as defined by the Global Internal Audit Standards with respect to the 
responsibilities of the Division of Internal Audit, my public employment, and, specifically,  units of state 
and local government and quasi-public corporations. 

 
Also, I acknowledge receipt of a copy and affirm adherence to the Institute of Internal Auditor’s Code of 
Ethics (page 3). I have also reviewed and understand the information set forth in Charter of the Division 
of Internal Audit. 

Please list any personal impairment not discussed on page 2 or answer “None”:  

None 

 

 
 

 

 Fiscal Year 2027 
Employee Name (Please Print) Effective Fiscal Year 

 

  

Employee Signature Date 

 
Please note: This independence statement is only intended to list individual threats to independence during the 
period of the professional engagement, which begins with the initial engagement letter or other agreement to 
perform an audit or begin to perform an audit, whichever is earlier. Documentation of non-audit services, if 
any, will be included in the corresponding audit documentation. In addition, if the individual auditor 
encounters a threat to independence, the individual auditor is required to report the threat to his or her 
immediate supervisor for timely implementation of safeguards to eliminate or reduce the threat to an acceptable 
level. 

 
 
 

James Westbay

/s/ James Westbay 5/4/2026
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Independence Statement 

The Global Internal Audit Standards excerpted : 
 

Domain II Ethics and Professionalism 
 
Principle 2 Maintain Objectivity 

Internal auditors maintain an impartial and unbiased attitude when performing internal audit  
services and making decisions. 
 

2.1  Internal auditors must maintain professional objectivity when performing all aspects of internal audit 
services. Professional objectivity requires internal auditors to apply an impartial and unbiased mindset 
and make judgments based on balanced assessments of all relevant circumstances. Internal auditors 
must be aware of and manage potential biases. 

 
2.2 The chief audit executive must establish methodologies to address impairments to objectivity.  

 Internal auditors must recognize and avoid or mitigate actual, potential, and perceived 
impairments to objectivity.  

 Internal auditors must not accept any tangible or intangible item, such as a gift, reward, or favor, 
that may impair or be presumed to impair objectivity. 

 Internal auditors must avoid conflicts of interest and must not be unduly influenced by their own 
interests or the interests of others, including senior management or others in a position of 
authority, or by the political environment or other aspects of their surroundings.  

 Internal auditors must refrain from assessing specific activities for which they were previously 
responsible. Objectivity is presumed to be impaired if an internal auditor provides assurance 
services for an activity for which the internal auditor had responsibility within the previous 12 
months. 

 If the internal audit function is to provide assurance services where it had previously performed 
advisory services, the chief audit executive must confirm that the nature of the advisory services 
does not impair objectivity and must assign resources such that individual objectivity is managed. 
Assurance engagements for functions over which the chief audit executive has responsibility 
must be overseen by an independent party outside the internal audit function. 

 If internal auditors are to provide advisory services relating to activities for which they had 
previous responsibilities, they must disclose potential impairments to the party requesting the 
services before accepting the engagement. 

 
2.3  If objectivity is impaired in fact or appearance, the details of the impairment must be disclosed  

promptly to the appropriate parties. 
 
 

Domain III Governing the Internal Audit Function 
 

 
Principle 7 Positioned Independently 

The board establishes and protects the internal audit function’s independence and qualifications. 

7.1 The chief audit executive must confirm to the board the organizational independence of the internal 
audit function at least annually. This includes communicating incidents where independence may have 
been impaired and the actions or safeguards employed to address the impairment. 
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Code of Ethics — Principles 
Internal auditors are expected to apply and uphold the following principles: 

1. Integrity – The integrity of internal auditors establishes trust and thus provides the basis for reliance on 
their judgment. 

2. Objectivity – Internal auditors exhibit the highest level of professional objectivity in gathering, 
evaluating, and communicating information about the activity or process being examined. Internal 
auditors make a balanced assessment of all the relevant circumstances and are not unduly influenced by 
their own interests or by others in forming judgments. 

3. Confidentiality – Internal auditors respect the value and ownership of information they receive and do 
not disclose information without appropriate authority unless there is a legal or professional obligation 
to do so. 

4. Competency – Internal auditors apply the knowledge, skills, and experience needed in the performance 
of internal audit services. 

 
Rules of Conduct 

1. Integrity – Internal auditors: 
 Shall perform their work with honesty, diligence, and responsibility. 
 Shall observe the law and make disclosures expected by the law and the profession. 
 Shall not knowingly be a party to any illegal activity or engage in acts that are discreditable to the 

profession of internal auditing or to the organization. 
 Shall respect and contribute to the legitimate and ethical objectives of the organization. 

 
2. Objectivity – Internal auditors: 

 Shall not participate in any activity or relationship that may impair or be presumed to impair their 
unbiased assessment. This participation includes those activities or relationships that may be in 
conflict with the interests of the organization. 

 Shall not accept anything that may impair or be presumed to impair their professional judgment. 
 Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of 

activities under review. 
 

3. Confidentiality – Internal auditors: 
 Shall be prudent in the use and protection of information acquired in the course of their duties. 
 Shall not use the information for any personal gain or in any manner that would be contrary to the 

law or detrimental to the legitimate and ethical objectives of the organization. 
 

4. Competency – Internal auditors: 
 Shall engage only in those services for which they have the necessary knowledge, skills, and 

experience. 
 Shall perform internal audit services in accordance with the International Standards for the 

Professional Practice of Internal Auditing. 
 Shall continually improve their proficiency and the effectiveness and quality of their services. 
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Impairments to independence and objectivity must be reported. Please answer all the following questions. Any 
“Yes” responses should be explained in detail in third column. Impairments are not limited to the examples 
below; therefore, any other situation that meets the definition of an impairment should be listed on page three. 

KPPA – Kentucky Public Pensions Authority  
CERS – County Employees Retirement System  
KRS – Kentucky Retirement Systems 

 
Question	 Yes	or	

No	
Explanation	for	Yes	
Response	

1. Have you or any of the following had any financial interest, 
direct or indirect, in any transaction with KPPA, CERS, 
and/or KRS? 

No  

a. Any member of your immediate family (defined as 
your spouse, children, siblings, parents, and parents 
of spouses). 

No  

b.  Any person, firm, etc. in which you 
have a substantial economic interest. 

No  

c. Any firm or corporation of which 
you are an officer, director, trustee, partner, or employee. 

No  

d. Any person for whom you hope, expect, or are negotiating to 
work. 

No  

e. Any person with whom you have any contact or who 
owes you money and is, therefore, able to 
affect your economic interests. 

No  

2. Have you accepted or solicited anything of value in return for 
promises of favorable action on any matter that might be the 
subject of an audit? 

No  

3. Are any members of your immediate family currently employed 
by KPPA, CERS, and/or KRS or have been in the 
previous three years? 

No  

4. Do you have any official, professional, personal, or financial 
relationships that might cause you to limit the extent of any 
inquiry, to limit disclosure, or to weaken or slant audit 
findings in any way? 

No  

5. Do you have any preconceived ideas towards individuals, 
groups, organizations, or objectives of a 
particular program that could bias an audit? 

No  

6. Are you currently or have you previously maintained the 
official accounting records of a fund, agency, or 
program of KPPA, CERS, or KRS? 

No  

7. Did you have any previous responsibilities for decision-making 
on a program or process team that would influence the 
current operations of KPPA, CERS, and/or KRS? 

No  

8. Did you have any previous authority at KPPA, CERS, and/or 
KRS to approve the payment of direct payment requisitions, 
payrolls, claims, or any other expenditures? 

No  
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Unless indicated in the table on the previous page or listed below, in relation to my responsibilities as an 
employee of the Kentucky Public Pensions Authority – Division of Internal Audit, there are no impairments 
to my professional independence as defined by the Global Internal Audit Standards with respect to the 
responsibilities of the Division of Internal Audit, my public employment, and, specifically, units of state 
and local government and quasi-public corporations. 

 
Also, I acknowledge receipt of a copy and affirm adherence to the Institute of Internal Auditor’s Code of Ethics 
page 3 . I have also reviewed and understand the information set forth in Charter of the Division of 

Internal Audit. 

Please list any personal impairment not discussed on page 2 or answer “None”:  

None 

 

 
 

 

Zachary Curtis Fiscal Year 2027 
Employee Name Please Print  Effective Fiscal Year 

 

/s/Zachary Curtis 05/04/2026 
Employee Signature Date 

 
Please note: This independence statement is only intended to list individual threats to independence during the 
period of the professional engagement, which begins with the initial engagement letter or other agreement to 
perform an audit or begin to perform an audit, whichever is earlier. Documentation of non-audit services, if 
any, will be included in the corresponding audit documentation. In addition, if the individual auditor encounters 
a threat to independence, the individual auditor is required to report the threat to his or her immediate 
supervisor for timely implementation of safeguards to eliminate or reduce the threat to an acceptable level. 
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Independence Statement 

The Global Internal Audit Standards excerpted : 
 

Domain II Ethics and Professionalism 
 
Principle 2 Maintain Objectivity 

Internal auditors maintain an impartial and unbiased attitude when performing internal audit  
services and making decisions. 
 

2.1  Internal auditors must maintain professional objectivity when performing all aspects of internal audit 
services. Professional objectivity requires internal auditors to apply an impartial and unbiased mindset 
and make judgments based on balanced assessments of all relevant circumstances. Internal auditors 
must be aware of and manage potential biases. 

 
2.2 The chief audit executive must establish methodologies to address impairments to objectivity.  

 Internal auditors must recognize and avoid or mitigate actual, potential, and perceived 
impairments to objectivity.  

 Internal auditors must not accept any tangible or intangible item, such as a gift, reward, or favor, 
that may impair or be presumed to impair objectivity. 

 Internal auditors must avoid conflicts of interest and must not be unduly influenced by their own 
interests or the interests of others, including senior management or others in a position of 
authority, or by the political environment or other aspects of their surroundings.  

 Internal auditors must refrain from assessing specific activities for which they were previously 
responsible. Objectivity is presumed to be impaired if an internal auditor provides assurance 
services for an activity for which the internal auditor had responsibility within the previous 12 
months. 

 If the internal audit function is to provide assurance services where it had previously performed 
advisory services, the chief audit executive must confirm that the nature of the advisory services 
does not impair objectivity and must assign resources such that individual objectivity is managed. 
Assurance engagements for functions over which the chief audit executive has responsibility 
must be overseen by an independent party outside the internal audit function. 

 If internal auditors are to provide advisory services relating to activities for which they had 
previous responsibilities, they must disclose potential impairments to the party requesting the 
services before accepting the engagement. 

 
2.3  If objectivity is impaired in fact or appearance, the details of the impairment must be disclosed  

promptly to the appropriate parties. 
 
 

Domain III Governing the Internal Audit Function 
 

 
Principle 7 Positioned Independently 

The board establishes and protects the internal audit function’s independence and qualifications. 

7.1 The chief audit executive must confirm to the board the organizational independence of the internal 
audit function at least annually. This includes communicating incidents where independence may have 
been impaired and the actions or safeguards employed to address the impairment. 
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Code of Ethics — Principles 
Internal auditors are expected to apply and uphold the following principles: 

1. Integrity – The integrity of internal auditors establishes trust and thus provides the basis for reliance on 
their judgment. 

2. Objectivity – Internal auditors exhibit the highest level of professional objectivity in gathering, 
evaluating, and communicating information about the activity or process being examined. Internal 
auditors make a balanced assessment of all the relevant circumstances and are not unduly influenced by 
their own interests or by others in forming judgments. 

3. Confidentiality – Internal auditors respect the value and ownership of information they receive and do 
not disclose information without appropriate authority unless there is a legal or professional obligation 
to do so. 

4. Competency – Internal auditors apply the knowledge, skills, and experience needed in the performance 
of internal audit services. 

 
Rules of Conduct 

1. Integrity – Internal auditors: 
 Shall perform their work with honesty, diligence, and responsibility. 
 Shall observe the law and make disclosures expected by the law and the profession. 
 Shall not knowingly be a party to any illegal activity or engage in acts that are discreditable to the 

profession of internal auditing or to the organization. 
 Shall respect and contribute to the legitimate and ethical objectives of the organization. 

 
2. Objectivity – Internal auditors: 

 Shall not participate in any activity or relationship that may impair or be presumed to impair their 
unbiased assessment. This participation includes those activities or relationships that may be in 
conflict with the interests of the organization. 

 Shall not accept anything that may impair or be presumed to impair their professional judgment. 
 Shall disclose all material facts known to them that, if not disclosed, may distort the reporting of 

activities under review. 
 

3. Confidentiality – Internal auditors: 
 Shall be prudent in the use and protection of information acquired in the course of their duties. 
 Shall not use the information for any personal gain or in any manner that would be contrary to the 

law or detrimental to the legitimate and ethical objectives of the organization. 
 

4. Competency – Internal auditors: 
 Shall engage only in those services for which they have the necessary knowledge, skills, and 

experience. 
 Shall perform internal audit services in accordance with the International Standards for the 

Professional Practice of Internal Auditing. 
 Shall continually improve their proficiency and the effectiveness and quality of their services. 
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Impairments to independence and objectivity must be reported. Please answer all the following questions. Any 
“Yes” responses should be explained in detail in third column. Impairments are not limited to the examples 
below; therefore, any other situation that meets the definition of an impairment should be listed on page three. 

KPPA – Kentucky Public Pensions Authority  
CERS – County Employees Retirement System  
KRS – Kentucky Retirement Systems 

 
Question	 Yes	or	

No	
Explanation	for	Yes	
Response	

1. Have you or any of the following had any financial interest, 
direct or indirect, in any transaction with KPPA, CERS, 
and/or KRS? 

No  

a. Any member of your immediate family (defined as 
your spouse, children, siblings, parents, and parents 
of spouses). 

No  

b.  Any person, firm, etc. in which you 
have a substantial economic interest. 

No  

c. Any firm or corporation of which 
you are an officer, director, trustee, partner, or employee. 

No  

d. Any person for whom you hope, expect, or are negotiating to 
work. 

No  

e. Any person with whom you have any contact or who 
owes you money and is, therefore, able to 
affect your economic interests. 

No  

2. Have you accepted or solicited anything of value in return for 
promises of favorable action on any matter that might be the 
subject of an audit? 

No  

3. Are any members of your immediate family currently employed 
by KPPA, CERS, and/or KRS or have been in the 
previous three years? 

No  

4. Do you have any official, professional, personal, or financial 
relationships that might cause you to limit the extent of any 
inquiry, to limit disclosure, or to weaken or slant audit 
findings in any way? 

No  

5. Do you have any preconceived ideas towards individuals, 
groups, organizations, or objectives of a 
particular program that could bias an audit? 

No  

6. Are you currently or have you previously maintained the 
official accounting records of a fund, agency, or 
program of KPPA, CERS, or KRS? 

No  

7. Did you have any previous responsibilities for decision-making 
on a program or process team that would influence the 
current operations of KPPA, CERS, and/or KRS? 

No  

8. Did you have any previous authority at KPPA, CERS, and/or 
KRS to approve the payment of direct payment requisitions, 
payrolls, claims, or any other expenditures? 

No  
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Unless indicated in the table on the previous page or listed below, in relation to my responsibilities as an 
employee of the Kentucky Public Pensions Authority – Division of Internal Audit, there are no impairments 
to my professional independence as defined by the Global Internal Audit Standards with respect to the 
responsibilities of the Division of Internal Audit, my public employment, and, specifically, units of state 
and local government and quasi-public corporations. 

 
Also, I acknowledge receipt of a copy and affirm adherence to the Institute of Internal Auditor’s Code of Ethics 
page 3 . I have also reviewed and understand the information set forth in Charter of the Division of 

Internal Audit. 

Please list any personal impairment not discussed on page 2 or answer “None”:  

None 

 

 
 

 

William Prince Fiscal Year 2027 
Employee Name Please Print  Effective Fiscal Year 

 

/s/ William Prince 5/11/2026 
Employee Signature Date 

 
Please note: This independence statement is only intended to list individual threats to independence during the 
period of the professional engagement, which begins with the initial engagement letter or other agreement to 
perform an audit or begin to perform an audit, whichever is earlier. Documentation of non-audit services, if 
any, will be included in the corresponding audit documentation. In addition, if the individual auditor encounters 
a threat to independence, the individual auditor is required to report the threat to his or her immediate 
supervisor for timely implementation of safeguards to eliminate or reduce the threat to an acceptable level. 
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To: Members of the KPPA Audit Committee

From: Kristen N. Coffey, CICA
Chief Auditor

Date: May 28, 2026

Subject: Fiscal Year 2026 Internal Audit Budget as of  March 31, 2026

Account	
Number Account	Name

	FYE	2026	
Budget	

FY	2026	Actual	
Expenditures

Remaining	
Budget

Percent	
Remaining

111 Salaries 400,000.00$    269,353.71$      130,646.29$          32.66%
121 Employer Paid FICA 30,600.00         19,419.67          11,180.33               36.54%
122 Employer Paid Retirement 169,372.36      116,046.23        53,326.13               31.48%
123 Employer Paid Health Insurance 50,000.00         46,322.16          3,677.84                 7.36%
124 Employer Paid Life Insurance 60.00                 44.00                   16.00                       26.67%

259T Conference Expenses 4,000.00           825.00                3,175.00                 79.38%
361T Travel - In State 1,000.00           22.36                   977.64                     97.76%
362T Travel - Out State 3,000.00           -                       3,000.00                 100.00%
381T Dues & Subscriptions 1,500.00           803.50                696.50                     46.43%
399T Miscellaneous -                      -                       -                            -
847T Computer Equipment 16,500.00         14,469.10          2,030.90                 12.31%

Total	 676,032.36$	 467,305.73$			 208,726.63$							 30.88%

259T	Conference	Expenses

361T	In	State	Travel
1. $22.36 - Mileage Reimbursement IMPACT Forum (K. Coffey)

362T	Out	of	State	Travel

381T	Dues	and	Subscriptions
1. $103.50 - CPA License (J. Westbay)
2. $500 - Annual dues Association of Public Pension Fund Auditors (KPPA)
3. $200 - Dues for Institute for Internal Auditors (M. Evans)

847T	Computer	Equipment

Kentucky Public Pensions Authority

Division of Internal Audit 

1. $275 - NASRA Conference - virtual (K. Coffey)
2. $550 - Association of Public Pension Fund Auditors Conference (Z. Curtis)

1. $14,469.10 - This is for the audit software utilized by Internal Audit. Amount paid in 1st Quarter covers all audit 
employees for June 2025 to May 2026 (due in prior fiscal year, but correct invoice not received until FY 2026). 
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To: Members of the KPPA Audit Committee

From: Kristen N. Coffey, CICA
Chief Auditor

Date: May 28, 2026

Subject: Fiscal Year 2026 Internal Audit Budget as of  March 31, 2026

Kentucky Public Pensions Authority

Division of Internal Audit 

Proposed	FY	2027	Budget

Account	
Number Account	Name

	Estimated	
2026	

Expenses	

	FYE	2027	
Requested	
Budget	

	Percentage	
Change	from	

2026	Estimated	
Expenses	

111 Salaries 359,971.24$    375,000.00$      4%
121 Employer Paid FICA 25,936.39$      28,687.50          11%
122 Employer Paid Retirement1 154,104.05$    167,550.00        9%
123 Employer Paid Health Insurance2 63,426.00$      71,000.00          12%
124 Employer Paid Life Insurance 59.00$               60.00                   2%

259T Conference Expenses3 825.00$            3,000.00             264%
361T Travel - In State3 22.36$               2,000.00             8845%
362T Travel - Out State4 833.46$            -                       -100%
381T Dues & Subscriptions 1,013.50$         1,500.00             48%
399T Miscellaneous -$                   -                       -
847T Computer Equipment5 30,236.55$      19,904.90          26%

Total 636,427.55$	 668,702.40$			 5%

1. Retirement rate increased from 42.76% to 44.68% for KERS nonhazardous employees.

4. No out of state travel is anticipated during fiscal year 2027.

3. Increase is based on anticipated fiscal year 2027 conference attendance. All employees will be attending conference in 
Louisville during November 2026.

5. Difference is based only on 2026 to 2027 amounts. Increase includes upgrade to new package that includes unlimited 
storage.

2. Increase is to adjust to match the anticipated actual health insurance cost for the rest of calendar year 2026. Additionally, 
KPPA is anticipating significant increase in health insurance during calendar year 2027. 
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Project Code Project Name Phase Scheduled 
Start Actual Start Scheduled End Actual End

Total FY 
2026 Hours 

to Date

Estimated 
Hours

Estimated 
Hours 

Variance

Percentage 
Variance 
Estimated 
vs. Actual

2025-8 Inventory Process Completion 7/1/2025 7/1/2025 8/29/2025 1/30/2026 113.75 100.00 20.00 6%
2026-1 GAINR Calculation Completion 7/1/2025 7/1/2025 9/30/2025 9/22/2025 112.50 120.00 (7.50) -7%
2026-2 Process for Updating the KPPA Website Completion 7/1/2025 7/1/2025 9/19/2025 10/14/2025 262.00 250.00 12.00 5%
2026-3 Trustees Payments Completion 7/1/2025 7/1/2025 9/17/2025 11/10/2025 412.00 300.00 112.00 27%
2026-4 Normal Member Benefit Payments Completion 8/11/2025 9/15/2025 12/5/2025 2/9/2026 668.75 350.00 318.75 48%
2026-5 Disability Benefit Payments Completion 8/11/2025 9/15/2025 12/5/2025 2/9/2026 356.75 350.00 6.75 2%
2026-6 Procurement Process Completion 9/2/2025 9/2/2025 12/19/2025 2/16/2026 657.25 400.00 257.25 39%
2026-7 Tier 3 Opt-in Process Fieldwork 1/14/2026 1/14/2026 4/17/2026 1/0/1900 495.50 500.00 (4.50) -1%
2026-8 Hearing Officer Payments Completion 7/1/2025 7/1/2025 9/17/2025 9/29/2025 289.25 300.00 (10.75) -4%
2026-9 Post-retirement Audit Process Completion 12/1/2025 12/15/2025 2/13/2026 3/17/2026 228.25 250.00 (21.75) -10%
2026-10 Establishment of Process Back-ups Fieldwork 12/1/2025 1/14/2026 3/13/2026 1/0/1900 436.00 450.00 (14.00) -3%
2026-11 Employer Audit Process (specific to House Bill 8) Planning 2/2/2026 2/2/2026 5/15/2026 1/0/1900 471.50 650.00 (77.00) -13%
2026-12 Annual Dependent Verification Process Not Started 5/4/2026 5/4/2026 6/30/2026 1/0/1900 96.00 250.00 (154.00) -160%
2026-13 Training Related to Various Leave Types Not Started 4/20/2026 4/20/2026 6/19/2026 1/0/1900 75.75 300.00 (224.25) -296%
2026-14 System Build Process Fieldwork 4/1/2026 3/2/2026 6/30/2026 1/0/1900 220.00 400.00 (180.00) -82%
2026-15 Manual Remittance Process Not Started 5/1/2026 1/0/1900 6/30/2026 1/0/1900 136.25 500.00 (363.75) -267%
2026-16 Administrative Regulations Update Process Completion 5/1/2026 3/4/2026 6/30/2026 3/18/2026 45.75 75.00 (29.25) -64%
2026-20 KERS Trustee Election Completion 7/1/2025 7/1/2025 4/30/2026 1/0/1900 122.25 100.00 22.25 18%
2026-21 FY 2027 Risk Assessment and Audit Plan Fieldwork 1/5/2026 2/12/2026 6/30/2026 1/0/1900 48.25 125.00 (76.75) -159%
2026-22 Open Audit Recommendation Review Completion 1/5/2026 12/22/2025 3/31/2026 2/2/2026 25.75 25.00 0.75 3%
2026-23 Staff Performance Evaluations Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 226.00 200.00 26.00 12%
2026-24 ACFR/SAFR Review Completion 8/18/2025 9/1/2025 2/13/2026 1/7/2026 25.75 30.00 (4.25) -17%
2027-17 SPRS Trustee Election Planning 1/0/1900 1/0/1900 6/30/2026 1/0/1900 8.25 14.00 (5.75) -70%
2026-25 Special Projects
2026-25.1 KPPA Executive Requests Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 34.50 25.00 9.50 28%
2026-25.2 CERS Requests Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 119.25 120.00 (0.75) -1%
2026-25.3 KRS Requests Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 0.00 5.00 (5.00) #DIV/0!
2026-25.4 FY 2026 Audit Project Setup Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 3.75 10.00 (6.25) -167%
2026-25.5 Election Batch and Process Update Completion 7/1/2025 7/1/2025 6/30/2026 2/27/2026 16.75 20.00 (3.25) -19%
2026-25.6 Key Performance Indicators and Monthly Reports Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 26.25 36.00 (9.75) -37%
2026-25.7 Process Documentation and Template Updates Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 192.00 200.00 (8.00) -4%
2026-25.8 Quarterly Open Recommendations Report Completion 7/1/2025 7/1/2025 4/30/2026 4/6/2026 3.00 4.00 (1.00) -33%
2026-25.9 Security Access Review Completion 8/1/2025 8/26/2025 2/27/2026 3/9/2026 1.50 2.00 (0.50) -33%
2026-25.10 Charter and Policy Updates Fieldwork 7/1/2025 1/29/2026 6/30/2026 1/0/1900 0.75 4.00 (3.25) -433%
2026-25.11 APPFA Conference Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 33.00 30.00 3.00 9%
2026-25.12 Election Administrative Regulation Update Completion 7/1/2025 7/1/2025 6/30/2026 9/30/2025 15.00 20.00 (5.00) -33%
2026-25.13 KPPA Inventory Project Completion 3/1/2026 3/10/2026 4/15/2026 4/2/2026 1.50 4.00 (2.50) -167%
2026-25.14 Review of Office Space Utilization Not Started 5/1/2026 1/0/1900 6/30/2026 1/0/1900 0.00 30.00 (30.00) #DIV/0!
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2026-30 Board and Committee Meetings
2026-30.1 Audit Committee Meetings and Preparation Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 39.50 56.00 (16.50) -42%
2026-30.2 KPPA Board Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 28.00 40.00 (12.00) -43%
2026-30.3 CERS Board and Committee Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 70.25 75.00 (4.75) -7%
2026-30.4 KRS Board and Committee Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 33.00 35.00 (2.00) -6%
2026-31 Non-Board Meetings
2026-31.1 Internal Audit Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 282.25 490.00 (207.75) -74%
2026-31.2 KPPA Executive Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 48.00 50.00 (2.00) -4%
2026-31.3 Meetings with CEOs Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 53.75 75.00 (21.25) -40%
2026-31.4 Meetings with KPPA Staff Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 25.00 40.00 (15.00) -60%
2026-31.5 Quarterly Director's Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 1.00 4.00 (3.00) -300%
2026-31.6 Quarterly All Employee Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 7.00 10.00 (3.00) -43%
2026-31.7 IT Governance Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 0.00 4.00 (4.00) #DIV/0!
2026-31.8 Employer Outstanding Invoices Work Group Completion 7/1/2025 7/1/2025 8/31/2025 8/29/2025 1.00 5.00 (4.00) -400%
2026-31.9 External Meetings Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 56.75 68.00 (11.25) -20%
2026-32 Continuing Professional Education Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 172.75 200.00 (27.25) -16%
2026-33 On-The-Job Staff Training Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 366.25 350.00 16.25 4%
2026-34 KPPA Leadership Program Completion 7/1/2025 7/1/2025 6/30/2026 12/10/2025 13.00 15.00 (2.00) -15%
2026-35 Internal Audit Staff Hiring Completion 7/1/2025 2/20/2026 6/30/2026 2/20/2026 0.00 0.00 0.00 #DIV/0!

Administrative Hours Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 194.25 350.00 (155.75) -80%
Non-Working Hours Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 1,248.25 875.00 373.25 30%
Holiday Fieldwork 7/1/2025 7/1/2025 6/30/2026 1/0/1900 431.25 500.00 (68.75) -16%

*Budget variance takes into account the full budget for the audit, not just the FY 26 budget hours. Total Hours Worked 9,052.00
Total Hours Scheduled 8,954.50
Total Overtime Hours 97.50

Explanation of Overages 10% or greater Average OT by Employee 19.50
2026-3: Lead auditor assigned was still in training, and the reviewer changed part of the way through the audit. Both 
resulted in additional time being spent on the audit than originally estimated.

2026-4: Changes were made to the audit scope as the audit was nearing completion. This caused additional hours to be spent 
on the audit.

2026-6: Reasoning for excess time spent on this audit is a personnel issue that has been addressed with audit team.

2026-25.1: First time this project has been included (added at request of prior AC Chair and Vice Chair). Budgeted hours 
next year will be adjusted to reflect actual hours for this fiscal year.

2026-20: More time was spent on this audit than anticipated due to various meetings held to discuss project next steps and 
status.

2026-23: Additional time was needed give various issues throughout the year.
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FY 2026 Audit Plan
Carry-Over from FY 2025 Plan Over Budget

1,957.50 1,959.50 1,959.50 1,955.50 1,959.50

Division Audit 
Number

Audit Name Estimated 
Audit 
Hours

Auditor I Auditor II Internal 
Auditor

Internal 
Auditor

Chief 
Auditor

Total 
Audit 
Staff 

Hours

Difference in 
Actual vs 

Estimate for 
Completed 

Projects

Other KPPA 
Staff Audit 

Hours Spent 
on Project 
(estimated)

Non-audit 
staff time as a 

percent of 
audit staff 

time

1 Procurement and 
Office Services

2025-8 Review the inventory process and ensure compliance with statutes/regulations/policies. Confirm controls are 
established to ensure inventory is properly tracked and disposed.

100 0.00 21.50 0.00 1.75 90.50 113.75 (13.75) 46.25 14%

2 Investments 2026-1 Review the tier 3 GAINR calculation process and ensure compliance with statutes/regulations/ policies. Confirm 
controls are established to ensure proper calculation and appropriate interest.

120 0.00 0.00 0.00 87.00 25.50 112.50 7.50 19.25 17%

3 Communications 2026-2 Review the process for updating the KPPA website. Confirm controls are established to ensure the website 
reflects accurate information.

250 207.00 2.00 0.00 21.50 31.50 262.00 (12.00) 17.50 7%

4 Board of Trustees 2026-3 Review the process for making payments to Trustees and ensure compliance with statutes/regulations/policies. 
Confirm controls are established to ensure expenses are properly paid, supported, tracked, coded, and allocated. 
Ensure process is effective and efficient.

300 0.00 8.50 315.50 38.00 50.00 412.00 (112.00) 38.75 9%

5 Retiree Payroll 2026-4 Review the member benefit payment process and ensure compliance with statutes/ regulations/policies. Confirm 
controls are established to ensure payments are made timely and accurately. Confirm controls are established to 
ensure payments are not made to deceased members.

350 0.75 65.50 568.25 14.25 20.00 668.75 (318.75) 4.25 1%

6 Disability and 
Survivor Benefits

2026-5 Review the disability benefit payment process and ensure compliance with statutes/ regulations/policies. 
Confirm controls are established to ensure disability payments are properly calculated, made timely and 
accurately, and paid to the proper individual.

350 0.75 331.50 0.00 5.50 19.00 356.75 (6.75) 11.00 3%

7 Procurement and 
Office Services

2026-6 Review the procurement process and ensure compliance with statutes/regulations/policies. Confirm controls 
have been established to ensure services match the contract, are properly procured, monitored, and best value for 
the agency.

400 576.00 1.50 3.50 9.00 67.25 657.25 (257.25) 19.75 3%

8 Membership 
Support

2026-7 Review the process for when a member opts into Tier 3,  including the removal of interest, and ensure 
compliance with statutes/regulations/policies. Confirm controls are established to ensure proper interest amount 
is removed and process is completed timely. 

500 0.00 452.00 0.00 9.25 34.25 495.50 4.50 16.75 3%

9 Executive 
Management

2026-8 Review the process for making payments to hearing officers and ensure compliance with 
statutes/regulations/policies. Confirm controls are established to ensure expenses are properly paid, supported, 
tracked, coded, and allocated. Ensure process is effective and efficient.

300 0.00 260.00 0.00 8.00 21.25 289.25 10.75 4.00 1%

10 Quality Assurance 2026-9 Review the post-retirement audit process and ensure compliance with statutes/regulations/ policies. Confirm 
controls are established to ensure post-retirement audits are completed timely and accurately.

250 0.00 38.50 0.00 172.00 17.75 228.25 21.75 22.75 10%

11 Corporate 
Governance

2026-10 Ensure a back-up has been established for executive and division functions. Ensure process documentation is on 
file for each division. 

450 291.75 0.00 82.00 18.25 44.00 436.00 14.00 28.00 6%

12 ERCE 2026-11 Review the employer audit process (specific to House Bill 8) and ensure compliance with statutes/regulations/ 
policies. Confirm controls are established to ensure employers are audited as required and that audits are 
completed timely.

650 0.00 2.50 410.00 14.50 44.50 471.50 178.50 4.00 1%

13 Retiree Health Care 2026-12 Review the process for annually verifying dependents for hazardous members and ensure compliance with 
statutes/ regulations/ policies. Confirm controls are established to ensure support is provided for each dependent.

250 0.00 0.00 11.00 78.00 7.00 96.00 154.00 7.50 8%

14 Human Resources 2026-13 Review training provided to staff regarding various types of leave. Ensure compliance with statutes/regulations/ 
policies. Confirm controls are established to ensure staff are properly trained on leave  procedures as well as 
required leave documentation.

300 0.00 0.00 0.00 69.50 6.25 75.75 224.25 21.25 28%

15 IT 2026-14 Review the system build process and ensure compliance with statutes/regulations/policies. Confirm controls are 
established to sufficiently test the changed and identify errors. Confirm controls are established to ensure errors 
are corrected prior to changes being put into production. 

400 0.00 19.50 0.00 182.00 18.50 220.00 180.00 26.25 12%

16 Retiree Health Care 2026-15 Review the manual remittance process and ensure compliance with statutes/regulations/ policies. Confirm 
controls are established to ensure manual remittance is processed accurately and timely. 

500 63.50 70.25 0.00 1.00 1.50 136.25 363.75 5.00 4%

17 Legal Services 2026-16 Review the process to update administrative regulations. Confirm controls are established to ensure regulations 
comply with statutes and are not expired. 

75 0.00 0.00 5.00 3.00 37.75 45.75 29.25 1.50 3%

18 Board of Trustees 2026-20 KERS Trustee Election 100 0.00 22.00 0.00 0.00 100.25 122.25 (22.25) 24.75 20%
19 Internal Audit 2026-21 FY 2027 Risk Assessment and Audit Plan 125 0.00 0.00 0.00 0.00 48.25 48.25 76.75 2.00 4%
20 Internal Audit 2026-22 Open Audit Recommendation Review 25 0.00 7.00 0.00 0.00 18.75 25.75 (0.75) 19.75 77%
21 Internal Audit 2026-23 Staff Performance Evaluations 200 40.25 3.00 1.00 95.25 86.50 226.00 (26.00) - -
22 Internal Audit 2026-24 ACFR/SAFR Review 30 0.00 12.00 0.00 0.00 13.75 25.75 4.25 - -
23 Internal Audit 2027-17 SPRS Trustee Election 14 0.00 0.00 1.00 4.50 2.75 8.25

Fiscal Year 2026 Audits/Projects FY 2025 Hours Available
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1,957.50 1,959.50 1,959.50 1,955.50 1,959.50

Division Audit 
Number

Audit Name Estimated 
Audit 
Hours

Auditor I Auditor II Internal 
Auditor

Internal 
Auditor

Chief 
Auditor

Total 
Audit 
Staff 

Hours

Difference in 
Actual vs 

Estimate for 
Completed 

Projects

Other KPPA 
Staff Audit 

Hours Spent 
on Project 
(estimated)

Non-audit 
staff time as a 

percent of 
audit staff 

time

Fiscal Year 2026 Audits/Projects FY 2025 Hours Available

2026-25 Special Projects
24 Executive 

Management
2026-25.1 KPPA Executive Requests 25 0.00 0.00 0.00 3.50 31.00 34.50 - -

25 Board of Trustees 2026-25.2 CERS Requests 120 23.00 0.00 0.00 19.00 77.25 119.25 - -
26 Board of Trustees 2026-25.3 KRS Requests 5 0.00 0.00 0.00 0.00 0.00 0.00 - -
27 Internal Audit 2026-25.4 FY 2026 Audit Project Setup 10 0.00 0.00 0.00 0.00 3.75 3.75 - -
28 Internal Audit 2026-25.5 Election Batch and Process Update 20 0.00 0.00 0.00 0.00 16.75 16.75 - -
29 Internal Audit 2026-25.6 Key Performance Indicators and Monthly Reports 36 0.00 0.00 0.00 0.00 26.25 26.25 - -
30 Internal Audit 2026-25.7 Process Documentation and Template Updates 200 0.00 0.00 0.00 131.50 60.50 192.00 - -
31 Internal Audit 2026-25.8 Quarterly Open Recommendations Report 4 0.00 0.00 0.00 0.00 3.00 3.00 - -
32 Internal Audit 2026-25.9 Security Access Review 2 0.00 0.00 0.00 0.00 1.50 1.50 - -
33 Internal Audit 2026-25.10 Charter and Policy Updates 4 0.00 0.00 0.00 0.25 0.50 0.75 - -
34 Internal Audit 2026-25.11 APPFA Conference 30 12.50 1.00 1.00 17.50 1.00 33.00 - -
35 Internal Audit 2026-25.12 Election Administrative Regulation Update 20 0.00 0.00 0.00 0.00 15.00 15.00 - -
36 Internal Audit 2026-25.13 KPPA Inventory Project 4 0.00 0.00 0.00 0.00 1.50 1.50 - -
37 Internal Audit 2026-25.14 Review of Office Space Utilization 30 0.00 0.00 0.00 0.00 0.00 0.00 - -

2026-30 Board and Committee Meetings
38 Board of Trustees 2026-30.1 Audit Committee Meetings and Preparation 56 5.00 4.00 1.00 5.00 24.50 39.50 16.50 - -
39 Board of Trustees 2026-30.2 KPPA Board Meetings 40 7.50 6.50 1.00 2.50 10.50 28.00 12.00 - -
40 Board of Trustees 2026-30.3 CERS Board and Committee Meetings 75 16.00 20.00 1.00 8.50 24.75 70.25 4.75 - -
41 Board of Trustees 2026-30.4 KRS Board and Committee Meetings 35 5.00 10.00 2.00 7.50 8.50 33.00 2.00 - -

2026-31 Non-Board Meetings
42 Internal Audit 2026-31.1 Internal Audit Meetings 490 95.00 60.50 10.75 17.50 98.50 282.25 207.75 - -
43 Executive 

Management
2026-31.2 KPPA Executive Meetings 50 0.50 0.00 0.00 1.00 46.50 48.00 2.00 - -

44 Board of Trustees 2026-31.3 Meetings with CEOs 75 0.00 1.00 0.00 0.00 52.75 53.75 21.25 - -
45 Executive 

Management
2026-31.4 Meetings with KPPA Staff 40 0.00 0.00 0.00 0.00 25.00 25.00 15.00 - -

46 Executive 
Management

2026-31.5 Quarterly Director's Meetings 4 0.00 0.00 0.00 0.00 1.00 1.00 3.00 - -

47 Executive 
Management

2026-31.6 Quarterly All Employee Meetings 10 2.00 2.00 0.00 1.00 2.00 7.00 3.00 - -

48 Executive 
Management

2026-31.7 IT Governance 4 0.00 0.00 0.00 0.00 0.00 0.00 4.00 - -

49 Executive 
Management

2026-31.8 Employer Outstanding Invoices Work Group 5 0.00 0.00 0.00 0.00 1.00 1.00 4.00 1.00 100%

50 Internal Audit 2026-31.9 External Meetings 68 9.00 13.50 8.50 7.50 18.25 56.75 11.25 - -
51 Internal Audit 2026-32 Continuing Professional Education 200 4.75 113.50 14.50 17.00 23.00 172.75 27.25 - -
52 Internal Audit 2026-33 On-The-Job Staff Training 350 0.00 84.00 57.00 225.25 0.00 366.25 (16.25) - -
53 Internal Audit 2026-34 KPPA Leadership Program 15 0.00 0.00 0.00 7.00 6.00 13.00 2.00 - -
54 Internal Audit 2026-35 Internal Audit Staff Hiring 0 0.00 0.00 0.00 0.00 0.00 0.00 0.00 - -
55 Internal Audit Other Administration 350 10.00 12.50 5.00 26.25 140.50 194.25 155.75 - -
56 Internal Audit Other Leave 875 337.00 75.00 212.25 388.75 235.25 1,248.25 (373.25) - -
57 Internal Audit Holiday 500 86.25 86.25 86.25 86.25 86.25 431.25 68.75 - -

Scheduled hours for FY 2026 9,791 1,793.50 1,807.00 1,797.50 1,805.00 1,849.00 9,052.00 341.25 6%
Reserve Hours for Unplanned Projects 0.50 164.00 152.50 162.00 150.50 110.50
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Review of Post-Retirement Audit Process 

Audit Report 
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Issue Date: March 18, 2026 
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Acronyms  

The following acronyms will be used throughout the report: 

1. KPPA – Kentucky Public Pensions Authority 
2. CERS – County Employees Retirement System 
3. KRS – Kentucky Retirement Systems 
4. Board(s) – Board of Trustees 
5. CEO – Chief Executive Officer 
6. CFO – Chief Financial Officer 
7. KPPA Executive Management Team – KPPA Executive Director, KPPA Deputy Executive Director, and 
8. KPPA CFO 
9. Quality Assurance – KPPA Division of Quality Assurance 
10. Retiree Payroll – KPPA Division of Retiree Payroll 
11. LOB – Line of Business 
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Use of Report ..............................................................................................................................................................2 
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Overall Opinion 
The process generally complies with relevant laws, regulations, policies and procedures. Internal controls are 
established and working effectively and efficiently.   

 
Strategic Risk Addressed (Objective) 
Review the post-retirement audit process and ensure compliance with statutes/regulations/policies. Confirm 
controls are established to ensure post-retirement audits are completed timely and accurately. 

 
Audit Scope 
The Review of Post-Retirement Audit Process audit was conducted from December 15, 2025 to February 27, 2026. 
The scope of the audit was benefit recalculations completed in fiscal year 2025.  

 
Summary of Findings, Observations, and Opportunities for Improvement 
No findings, observations, or opportunities for improvement were noted as a result of this audit.  
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Commendations 
We would like to thank Quality Assurance and Retiree Payroll staff for their assistance and cooperation during this 
audit. As a part of the audit, we ensured the following processes were operating in compliance with statutes, 
regulations, policies, and procedures. We also reviewed the processes to ensure they were operating effectively and 
efficiently.  

1. Benefit recalculations were made when needed and were properly supported. 
2. Benefit recalculations were prepared by one Quality Assurance staff member and reviewed by another. 
3. Side-by-side comparison that is automatically generated after the recalculation properly matched the 

Account Details screen in LOB. 
4. The new benefit amount and any related over or under payment was reviewed by Retiree Payroll staff. 
5. The over or under payment was properly calculated. 
6. Underpayments were paid to members during the next payroll after the recalculation. 
7. Overpayments were properly collected in a timely manner. 
8. Overpayments on refunds were properly invoiced. 

We also reviewed the adjustment letters sent to members to ensure the information in the letter accurately reflected 
the adjustment made to the members’ account. We found two instances where the letter did not correctly 
communicate the change made to the member's account. Immediately upon learning about these discrepancies, 
Retiree Payroll staff took corrective action to ensure these discrepancies do not occur in the future. Since corrective 
action has already been taken, an issue is not being reported in this audit because no additional action is needed by 
staff. We commend staff for their quick response to address the discrepancy reported during the audit.    

 
Recommendations for Future Audits 
Based on work conducted during this audit, the following items have been recommended for review during future 
audits: 

• Qualified Domestic Order processing for initial benefits and recalculations 
• Legacy recalculations 
• Pension Spiking 
• Offset Calculations 
• Disability Reinstatements 
• Survivor Benefit adjustment notification 
• Review of member invoices. There are approximately 47 open invoices going back at least to 2009 totaling 

$196,455. This review would also ensure that these are presented to trustees like outstanding employer 
invoices. 

Audit Standards 
The engagement was conducted in conformance with the Global Internal Audit Standards. 

 
Use of Report 
This report is intended solely for use by the KPPA Audit Committee; the KPPA, CERS, and KRS Boards; the CERS 
CEO; the KRS CEO; the KPPA Executive Management Team; and the Divisions of Quality Assurance and Retiree 
Payroll. This report is not intended to be, and should not be, used by anyone other than the specified parties. All 
final reports are subject to Open Records Requests.
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Appendix A – Control Matrix 
 

Internal Audit requested a list of all recalculations completed in fiscal year 2025. The original population was $6,402,534 for 4,607 calculations. Recalculations were removed that met at least one of the following criteria: deceased member, 
approved for Worker’s Compensation or Social Security Disability and needing an offset calculation, disability benefits reinstated, members with a Qualified Domestic Order on file, Pension Spiking and Legacy recalculations (members with 
retirement dates before August 2011). All these recalculation types will be reviewed in separate audits. The remaining testable population was $4,263,850 for 3,263 calculations. All 13 calculations with manual adjustments were judgmentally 
selected and 62 other calculations were randomly selected to ensure proportional representation of each employer type that makes up the original population. A total of 75 calculations were selected for testing. 

 

 
Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
1.  Policies/procedures/internal 

controls are not established, 
documented, effective or 
efficient 

Procedures are reviewed 
and updated as needed 

Control Environment: Oversight body and 
management establish an organizational structure, 
assigns responsibility, and delegates authority to 
achieve the entity's objectives. 
 
Control Activity: Management implements control 
activities through policies. 
 
Information and Communication: Management 
uses quality information to achieve the 
organization’s objectives. 
 

Quality Assurance branch managers are expected to review 
procedures posted to SharePoint periodically to ensure they are 
up to date. There is no scheduled time to review for updates 
aside from after a legislative session to make sure any changes 
to how benefits are calculated are captured. Quality Assurance 
staff are also encouraged to let management know that 
procedures are outdated if an issue is found while performing 
the procedures. 
 

Reviewed division procedures 
and ensured they were 
established, documented, up-to-
date, effective, efficient, and 
available to staff. 

Procedures are up to date on 
SharePoint for both Quality 
Assurance and Retiree Payroll. 

2.  Post-retirement audits may 
not be completed 

LOB automatically 
launches audits two 
months after effective 
retirement cate 

Control Activity: Management designs control 
activities to achieve objectives and respond to risks. 
 
Information and Communication: Management 
uses quality information to achieve the 
organization’s objectives. 
 
Monitoring: Management establishes and operates 
monitoring activities to monitor the internal control 
system and evaluate the results. 

LOB automatically runs a Non-Zero Balance (NZB) batch on 
all retirements two months after the member's retirement date 
unless the member is retiring from a school board agency. 
School board retirement audits are launched at year end after 
the averaging batch has run to ensure the last year of service is 
valid. If the NZB detects any difference at all, then a work item 
is created and assigned by the Quality Assurance branch 
manager to a post-retirement counselor. A recalculation request 
may also be launched manually by member request or by a 
sperate process completed by other divisions requiring a 
recalculation. If everything used in the initial calculation was 
correct and there are no updates to wages, sick leave or anything 
else that impacts the monthly benefit, no work item is launched 
to prompt further review. 

1. Compared the initial 
calculation against the 
recalculation and source 
documentation to ensure 
everything that needed to be 
updated was captured in the 
recalculation. 
 

2. Confirmed that all changes 
made in the recalculation 
were supported by 
documentation on file. 

1. All 75 sampled recalculations 
had updates made when 
needed. 
 

2. All 75 sampled recalculations 
were properly supported. 
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Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
3.  Retiree payments use 

outdated information 
A journal comment 
documents details of the 
audit 

Control Activity: Management implements control 
activities through policies. 
 
Information and Communication: Management 
uses quality information to achieve the organization’s 
objectives. 
 

The Branch Manager assigns calculations based on employer. For 
example, if there are two members from the same employer, those 
two members will go to the same post-retirement counselor 
because it is likely that both members have the same problem with 
their calculation. This also cuts down on emails to the reporting 
official if additional information or clarification is needed 
because the one post-retirement counselor can ask about both 
people at the same time. 
 
During the post-retirement audit, the assigned counselor 
compares all data used in the initial calculation with the finalized 
information reported by the employer through the monthly 
reporting process. Any discrepancies between the projected and 
actual reported information that result in differences in the 
monthly benefit or health insurance coverage—and cannot be 
explained by trailing wages, approved bonuses, approved sick 
leave programs, or other existing documentation—will be 
documented by the counselor. This documentation will include 
uploading relevant email correspondence or other records from 
the reporting official to library manager. 
 
The preparer of the post-retirement audit makes a journal 
comment stating what caused the benefit to change. If the member 
selected a refund or Partial Lump Sum Option, the original and 
new amounts are stated along with what is due to the member 
(underpayment) or what the member owes (overpayment).  
 
A second post-retirement auditor follows the same review process 
as the preparer and reviews the journal comment left by the 
preparer. If the reviewer agrees, then the audit is approved, and a 
journal comment is left stating approval. If something needs to be 
fixed, that is stated as well in the journal comment of the post-
retirement audit thread. 

1. Reviewed Quality Assurance 
journal comments to ensure 
all updated elements of the 
benefit calculation were 
documented. 
 

2. Compared the user ID of the 
preparer and reviewer of each 
sampled calculation and 
ensured preparation and 
review were performed by 
two different individuals. 

1. For the 75 sampled members, 
all elements of the benefit 
calculation that changed were 
documented in the journal 
comment left by Quality 
Assurance staff. 
 

2. All 75 sampled recalculations 
were prepared and checked by 
two different Quality 
Assurance counselors. 
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Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
4.  Manual adjustments 

are made 
inappropriately 

Only Quality Assurance 
management can prepare 
and approve manual 
adjustments 

Control Environment: Oversight body and 
management establish an organizational structure, 
assigns responsibility, and delegates authority to 
achieve the entity's objectives. 
 
Control Activity: Management designs control 
activities to achieve objectives and respond to risks. 

Occasionally, LOB does not zero out a retiree's account after a 
recalculation has been completed and approved. Post-retirement 
audit counselors escalate these cases to the Quality Assurance 
Post-Retirement Audit Branch Manager who then adjusts the 
account balance shown on the summary tab to $0 by entering the 
opposite value (positive or negative) of contributions LOB is 
retaining in error. A comment must be made explaining what was 
updated. Once the approver reviews work completed and enters 
the adjustment, a comment is automatically posted to the journal 
with the preparer's comment but the approver's username. Only 
branch managers and above have the capability to manually 
adjust an account. 
 
Manual adjustments are common for members who participate in 
two systems, have pension spiking issues, and rounding issues 
during refunds. There are other reasons why a manual adjustment 
is needed but these are expected cases. 
 

Reviewed LOB and confirmed 
that only the Quality Assurance 
Division Director, Assistant 
Director and/or Post-Retirement 
Branch Manager approved manual 
adjustments. 

Of the 3,263 testable 
recalculations completed in fiscal 
year 2025, only 13 had manual 
adjustments and all 13 
adjustments were approved by the 
Quality Assurance Division 
Director, Assistant Director and/or 
Post-Retirement Branch Manager. 

5.  Future monthly 
payments do not 
match the approved 
recalculation 

Retiree Payroll compares 
the side-by-side 
calculation against the 
account details screen 

Control Activity: Management implements control 
activities through policies. 
 
Information and Communication: Management 
uses quality information to achieve the organization’s 
objectives. 
 

After the post-retirement audit is completed and checked, the 
associated work item is assigned in work manager to Retiree 
Payroll counselors who review the journal comment left by 
Quality Assurance staff and the side-by-side comparison that is 
automatically created in the post-retirement process. 
 
The assigned Retiree Payroll counselor ensures that the details on 
the side-by-side comparison match details in the Account Info 
screen and that the amount due to the member or owed by the 
member documented in the Quality Assurance journal comment 
was calculated correctly. 
 
If all is correct, the Retiree Payroll approval will indicate this in 
a journal comment. If something does not match or the under/over 
payment was calculated incorrectly, the Retiree Payroll counselor 
will ask for clarification or correction to be documented in the 
journal comment. 
 
This work is checked by a second Retiree Payroll counselor. 

1. Compared the side-by-side 
comparison to the account 
details screen and ensured the 
information matched. 
 

2. Compared the user ID of 
preparer and reviewer of each 
sampled calculation and 
ensured preparation and 
review were performed by 
two different individuals. 

1. The following was noted 
related to the 75 sampled side-
by-side comparisons: 
a. 67 side-by-side 

comparisons matched the 
account details screen. 

b. 7 recalculations did not 
have to be adjusted 
because the difference 
between the initial and 
recalculated benefit was 
less than $2 for non-
refund options or less than 
$100 for refund options.  

c. One benefit had to be 
manually adjusted by 
Quality Assurance, which 
did not create a side-by-
side benefit to test, but the 
account details screen 
shows the correct 
information.  
 

2. Correspondence for all 75 
sampled recalculations were 
prepared and approved by two 
separate Retiree Payroll 
counselors. 
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Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
6.  Members and 

beneficiaries are not 
notified of changes 
appropriately 

Templated letters 
explaining adjustments 
with pre-approved 
language are sent to 
members 

Control Activity: Management implements control 
activities through policies. 
 
Information and Communication: Management 
uses quality information to achieve the organization’s 
objectives. Management communicates necessary 
information externally. 
 

The assigned Retiree Payroll counselor generates an adjustment 
letter in the correspondence module and selects each templated 
bullet point to explain why changes were made to the member's 
monthly benefit. Portions of the templated language are updated 
to match the member's information. It is then reviewed and 
approved by a second Retiree Payroll counselor. This can be 
mailed or sent to the member via Instant Messaging Center. 

Compared the Quality Assurance 
journal comment documenting 
what changed about a member's 
benefit to the adjustment letter 
sent to member and ensured the 
letter properly reflected the 
information that was updated. 

Of the 75 sampled members, two 
adjustment letters did not correctly 
notify the members of what 
caused the change to their benefit 
payment. Staff took immediate 
corrective action upon being 
notified of these discrepancies.  
 
Additional recommendations are 
not needed, so an issue will not be 
created. (see Commendations 
Section of report). 
 

7.  Retirement eligible 
refunds are not 
invoiced correctly 

Overpayments on refunds 
are invoiced 

Control Activity: Management implements control 
activities through policies. 
 

If a post-retirement audit reveals that a member was overpaid and 
selected the retirement eligible refund option, the difference will 
be invoiced when the correspondence about the change is 
approved by the second Retiree Payroll counselor. 
 
The approving Retiree Payroll counselor creates the invoice on 
the same day they approve the adjustment letter to ensure that 
both pieces of correspondence are sent together to the member. 
The preparer of the letter then checks the invoice created by the 
checker. Payment is due 30 days after the invoice date. 
 
The processes to monitor invoices and escalate unpaid invoices to 
the Office of Legal Services will be reviewed in a future audit. 

Confirmed that invoices created 
by Retiree Payroll matched the 
amount owed calculated during 
the post-retirement audit process. 

Of the 70 refunds reviewed, only 
three members had an 
overpayment. All three 
overpayments were invoiced for 
the correct amount. 
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Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
8.  Overpayments and 

underpayments are 
not recovered or 
dispersed 

LOB automatically 
calculates the next 
payment 

Control Activity: Management designs the entity’s 
information system and control activities. 
 

Most members are found to have been underpaid during a post-
retirement audit because initial calculations are conservative. If 
the member was underpaid, the difference between what they 
should have been paid for months before the recalculation, and 
the new monthly benefit will be added to the next monthly 
benefit.  
 
If the member was overpaid and the difference between what was 
paid before the recalculation and the new monthly benefit is 20% 
or less of the gross payment, a one-time lump sum will be 
withheld from the payment issued 60 days after the recalculation 
is approved. This gives the member time to appeal or to 
financially prepare to pay the difference. If the difference owed is 
more than 20% of the gross monthly payment, a reduce remainder 
or recurring monthly withholding will be set up to recover the 
total owed. The reduced remainder and beginning date are 
automatically set by LOB which can be seen on the payee tab of 
the maintain benefits screen. The Retiree Payroll counselor 
assigned to the adjustment letter work item reviews these 
automated details to determine how many months are needed to 
recover the total owed by dividing the total by 2, 3, etc. until each 
month has the same value withheld to ensure clarity for the 
member. The adjusted reduce remainder is keyed into the 
maintain payee module and LOB will automatically cease the 
monthly withholding when the total amount owed has been 
recovered. The adjusted reduce remainder and recovery period 
are keyed into the adjustment letter and checked by a second 
retiree payroll counselor. 
 
If a member contacts KPPA stating that they cannot afford the 
monthly reduction, the call center launches a work item notifying 
Retiree Payroll that an adjustment is needed. The assigned Retiree 
Payroll counselor will call the member to determine what is 
affordable. The details of the call and what the member can 
manage are documented in a journal comment. The manual 
adjustment is made in the payee tab, and an adjustment letter is 
prepared to show the new payment plan. A second retiree payroll 
counselor reviews the manual adjustment and letter. 
 
If the account type is a retirement eligible refund, the amount due 
to the member is paid by check to the mailing address on file. If 
an amount is owed the invoice is sent to the mailing address on 
file. 
If the member chooses a refund option and the difference is $100 
or less, or if the member chooses a non-refund option and the 
difference is $2 or less then the difference is written off. 

Auditor recalculated amount over 
or under paid to the member and 
ensured this agreed to the amount 
calculated by LOB. 

All 75 over/under payments were 
calculated correctly by LOB. 
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Acronyms  

The following acronyms will be used throughout the report: 

1. KPPA - Kentucky Public Pensions Authority 
2. CERS - County Employees Retirement System 
3. KRS - Kentucky Retirement Systems 
4. Board(s) – Board of Trustees 
5. CEO - Chief Executive Officer 
6. CFO - Chief Financial Officer 
7. KPPA Executive Management Team - KPPA Executive Director, KPPA Deputy Executive Director, 

KPPA CFO, and KPPA Executive Director of Legal Services 
8. Legal Services – KPPA Office of Legal Services 
9. Internal Audit – KPPA Division of Internal Audit 
10. LRC – Legislative Research Committee 

 
Report Contents 

Overall Opinion..............................................................................................................................................1 
Strategic Risk Addressed (Objective) ...............................................................................................................1 
Audit Scope ...................................................................................................................................................1 
Summary of Findings, Observations, and Opportunities for Improvement ..........................................................1 
Commendations..............................................................................................................................................2 
Audit Standards ..............................................................................................................................................2 
Use of Report .................................................................................................................................................2 
Appendix A ? Control Matrix ..........................................................................................................................3 

 
Overall Opinion 
The process generally complies with relevant laws, regulations, policies and procedures. Internal controls are 
established and working effectively and efficiently.   

 
Strategic Risk Addressed (Objective) 
Review the process to update administrative regulations. Confirm controls are established to ensure regulations 
comply with statutes and are not expired.  

 
Audit Scope 
The Administrative Regulation Update Process audit was conducted from March 4, 2026 to March 16. 2026. The 
scope of the audit was administrative regulations active as of March 1, 2026. 

 
Summary of Findings, Observations, and Opportunities for Improvement 
No findings, observations, or opportunities for improvement were noted as a result of this audit.  
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Commendations 
This process is well documented. Legal Services staff provided responses to questions on the same day the questions 
were received. The quick responses, good documentation, and efficient process resulted in this audit being 
completed in twelve calendar days. We appreciate staff’s diligent work on this process and their willingness to assist 
the audit team on this review.  
 
As a part of this audit, Internal Audit staff ensured the following were operating in compliance with statutes, 
regulations, policies, and procedures. We also reviewed the process to ensure it was operating effectively and 
efficiently. 

1. Administrative regulations were approved by the appropriate Board. 
2. Administrative regulations were created/amended when necessary. 
3. Administrative regulations were not expired. 
4. Administrative regulations were filed with LRC after approval by the appropriate Board. 

 

Audit Standards 
The engagement was conducted in conformance with the Global Internal Audit Standards. 

 
Use of Report 
This report is intended solely for use by the KPPA Audit Committee; the KPPA, CERS, and KRS Boards; the CERS 
CEO; the KRS CEO; the KPPA Executive Management Team; and the KPPA Office of Legal Services. This report 
is not intended to be, and should not be, used by anyone other than the specified parties. All final reports are subject 
to Open Records Requests.  
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Appendix A – Control Matrix 
 

Sampling was not used. All active administrative regulations were tested. 

Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
1.  Trustees do not receive 

accurate, complete, or 
timely information 

Information is presented 
quarterly to Board of 
Trustees 

Control Environment: Oversight body and management 
establish an organizational structure, assigns responsibility, 
and delegates authority to achieve the entity's objectives. 
 
Control Activity: Management designs control activities 
to achieve objectives and respond to risks. 
 
Information and Communication: Management uses 
quality information to achieve the organization’s 
objectives. 
 

KPPA administrative regulations are presented for approval to the 
KPPA Ad-hoc Regulation Committee and to the KPPA Board for 
ratification. CERS-only administrative regulations are presented to the 
CERS Board of Trustees for review and approval. KRS-only 
administrative regulations are presented to the KRS Board of Trustees 
for review and approval. 
 
The Policy Specialist contacts the KPPA Executive Director's 
Executive Assistant to schedule a KPPA Ad-hoc Committee meeting 
or get added to the agenda for the upcoming CERS or KRS Board 
meeting. The Policy Specialist prepares the memorandum for the 
KPPA Ad-hoc Committee or CERS/KRS Board meeting and emails 
the memo and related materials to the KPPA Executive Director's Staff 
Assistant. After approval (or ratification) by the KPPA, CERS, or KRS 
Board, the KPPA Executive Director then signs the regulation. 
Governor signature is also needed for an emergency regulation. 

Reviewed applicable meeting 
minutes and ensured administrative 
regulations were approved. 

No exceptions noted. 
• 36 of 46 Administrative 

Regulations were approved by 
the appropriate the Board. 

• 6 of 46 Administrative 
Regulations are in the process of 
being reviewed. These will be 
presented for approval at a later 
date. 

• 1 of 46 Administrative 
Regulations is scheduled to be 
repealed. 

• 1 of 46 Administrative 
Regulations is no longer needed 
and will be allowed to expire. 

• 2 of 46 Administrative 
Regulations were 
recertifications, which do not 
require Board approval.  
 

2.  Policies/procedures/internal 
controls are not established, 
documented, effective or 
efficient 

Procedures are reviewed and 
updated as needed 

Control Environment: Oversight body and management 
establish an organizational structure, assigns responsibility, 
and delegates authority to achieve the entity's objectives. 
 
Control Activity: Management implements control 
activities through policies. 
 
Information and Communication: Management uses 
quality information to achieve the organization’s 
objectives. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Procedures are updated as changes are made to Kentucky Revised 
Statutes 13A. Since staff are not always notified of changes to 13A in 
a timely manner, the procedures do not include specific deadlines and 
templates, instead there is a reference to Kentucky Revised Statutes 
13A. This ensures the most current information is documented in the 
procedures. 

Reviewed division procedures and 
ensured they were established, 
documented, up-to-date, effective, 
efficient, and available to staff. 

Procedures are up-to-date and 
available to staff.  
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Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
3.  Administrative Regulations 

may not be created or 
updated when necessary 

Compensating: Agency staff 
follow-up with Legal 
Services staff if a regulation 
is not created or updated as 
needed 

Control Activity: Management designs control activities 
to achieve objectives and respond to risks. 
 
Information and Communication: Management uses 
quality information to achieve the organization’s 
objectives. 
 
Monitoring: Management establishes and operates 
monitoring activities to monitor the internal control system 
and evaluate the results. 

Office of Legal Services staff are made aware of the need for a new 
regulation or an update to a regulation in a couple of ways: 

1. Statute change. 
2. Staff have run into an issue, and they need an update to the 

regulation. For example, a division requests a legal opinion on 
a process or situation that warrants an update to the 
regulation.  

 
When a regulation needs to be created or amended, the Staff Attorney 
Supervisor (Non-advocacy) assigns the regulation and completes the 
following: 

1. Documents details on the subject matter that need to be 
included in the regulation. 

2. Adds the anticipated date to present to KPPA Board and add 
this to the Regulation Tracking spreadsheet. 

3. Updates Regulation Tracking spreadsheet throughout the 
process. 

 
For new regulations, the Policy Specialist drafts an outline of the 
regulations and requests a regulation number from LRC. For 
amendments, the Policy Specialists downloads the engrossed 
regulations from the LRC website. In both cases, the current statutes, 
regulations, and recent legislation are reviewed to determine the 
parameters of the draft regulation/amendment. Templates provided by 
LRC are used for the drafts to ensure adherence to LRC guidelines. The 
Policy Specialists will make known changes to the draft – grammar 
changes, legislative changes, etc. Once the draft is prepared, it is sent 
to the Staff Attorney Supervisor for feedback. Sometimes the details of 
the process can get lost in language updates, so the Staff Attorney 
Supervisor reviews to make sure the draft does not have any 
unintentional changes to the process.  
 
After the Staff Attorney Supervisor has completed his review of the 
regulation, the Policy Specialist sends the draft to the KPPA division 
that owns the process and other division directors as directed by agency 
management related to the new/amended regulation. The Policy 
Specialist will schedule meetings with this team as needed.  During this 
meeting, the Policy Specialist gathers additional information and/or 
obtains answers to questions posed during drafting stage. Staff from the 
KPPA division are allowed to make edits/comments/suggestions on the 
draft regulation. Policy Specialist updates the draft based on feedback 
received during the meeting. The updated draft is sent to the impacted 
KPPA divisions for review. If additional feedback is received, the 
update and review process continues until all 
questions/comments/suggestions from the impacted KPPA divisions 
are addressed. The regulation is then sent to the Staff Attorney 
Supervisor for an additional review. Once the Staff Attorney 
Supervisor approves the draft, it is shared with Legal Services staff and 
the KPPA executives for review and comment. If there are major 
changes, the draft is sent back to the impacted division for review.  
 
Policy Specialist creates the Regulatory Impact Analysis and Tiering 
Statement which is a nine-question form that must be attached to all 
filed regulations. As part of this process, Policy Specialist schedules a 
public hearing date and reserves the Hearing Room.  

Reviewed the Regulation Tracking 
spreadsheet maintained by the Office 
of Legal Services and ensured all 
administrative regulations were being 
tracked, including new regulations 
and those that needed to be amended. 

No exceptions noted.  
 
Office of Legal Services is tracking 
all administrative regulations, 
including new regulations and those 
that need to be amended. 
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Item Risk Control COSO Element and Principle Staff Process to Mitigate Risk Testing Procedures Testing Results 
4.  KPPA Administrative 

Regulations may be 
expired 

Staff Attorney Supervisor 
ensures amendment or 
recertification is filed prior to 
expiration date 

Control Environment: Oversight body and management 
establish an organizational structure, assigns responsibility, 
and delegates authority to achieve the entity's objectives. 
 
Control Activity: Management designs control activities to 
achieve objectives and respond to risks. 
 

The Regulation Tracking spreadsheet is used to track the status of all 
KPPA related administrative regulations. The LRC expiration date is 
one of the items tracked. Regulations that are within a year of their 
expiration date are highlighted. The Staff Attorney Supervisor notifies 
the Policy Specialist who determines if an update is needed or if the 
regulation only needs to be recertified. If a recertification is all that is 
needed, the respective Board is notified of the recertification, and a 
Recertification Letter is filed with LRC. 

1. Recalculated expiration date and 
ensure it matched the expiration 
date posted on the LRC website. 
 

2. Determined if any Administrative 
Regulations had expired and, if 
so, ensured an updated regulation 
was filed prior to the expiration 
date. 

No exceptions noted. 
• 46 of 46 auditor calculated 

expiration dates matched the 
LRC stated expiration date.  

• 41 of 46 Administrative 
Regulations have not yet 
reached their expiration date. 
Nine expire within a year. 

• 5 of 46 Administrative 
Regulations expired on March 5, 
2026. However, an updated 
regulation was filed with LRC 
prior to the expiration date. 

 
5.  Administrative 

Regulation may not be 
filed with LRC 

Staff Attorney Supervisor 
ensures Policy Specialist files 
regulation timely 

Control Activity: Management designs control activities to 
achieve objectives and respond to risks. 
 
 

After the Board approves the regulation, the Policy Specialist files the 
administrative regulation with the LRC; it must be filed prior to noon on 
the 15th day of the month. The regulation is added to the LRC register 
for the following month and assigned to the agenda of the 
Administrative Regulation Subcommittee meeting approximately three 
months later. Simultaneously, a two-month comment period is opened 
to the public. The 60-day public comment period begins on the 1st day 
of the month following filing with LRC and ends on the last day of the 
2nd month.  If comments are received, KPPA notifies LRC that 
comments were received and the regulation is removed from the 
Subcommittee's agenda and placed on the next month's agenda.  KPPA 
then determines if the administrative regulation needs to be updated in 
response to the comments.  The KPPA Executive Director makes this 
decision with input from Legal Services and the management team.   
 
Once comment period closes and the regulation is updated (or statement 
provided on why comments will not be addressed in regulation), if 
needed, the regulation appears on the agenda for the next Administrative 
Regulation Review Subcommittee meeting. If approved by that 
Subcommittee, the update is referred to a second committee for review 
(either an interim or standing committee). The second committee has 90 
days to either place the regulation on an agenda of that committee for 
consideration (and after the adjournment of the meeting the regulation 
becomes effective), or the regulation becomes effective after the 
expiration of the 90 days. 

Reviewed Legislative Research 
Committee website and applicable 
Board meeting minutes and ensured 
all regulations were filed with LRC, 
after obtaining Board approval. 

No exceptions noted. 
• 36 of 46 Administrative 

Regulations were filed with 
LRC and approved by the 
appropriate Board before being 
filed. 

• 8 of 46 Administrative 
Regulations are in the process of 
being reviewed. These will be 
filed with LRC at a later date. 
Two have already been 
approved by the appropriate 
Board.  

• 1 of 46 Administrative 
Regulations is scheduled to be 
repealed. 

• 1 of 46 Administrative 
Regulations is no longer needed 
and will be allowed to expire. 
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