
Kentucky Public Pensions Authority 
Ad Hoc Budget Committee – Special Meeting 
June 20, 2024, at 11:00 AM EST (10:00 AM CT) 

Live Video Conference/Facebook Live 
 

AGENDA 
 

1. Call to Order William O’Mara 
 

2. Opening Statement Legal Services 
 

3. Roll Call Sherry Rankin 
 

4. Public Comment Sherry Rankin 
 

5. Approval of Meeting Minutes* - June 6, 2024  William O’Mara 
       

6. Approval of KPPA Board Budget Memo and Presentation* Mike Lamb 
   

7. Any additional budget related items*       William O’Mara 
 

8. Adjourn*       William O’Mara  
                        
  

*Committee Action May Be Taken 
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MINUTES OF MEETING 
KENTUCKY PUBLIC PENSIONS AUTHORITY 

SPECIAL CALLED MEETING 
AD HOC BUDGET COMMITTEE                  
JUNE 6, 2024, 10:00 A.M., E.T. 

VIA LIVE VIDEO TELECONFERENCE  
 

At the June 6, 2024, Special Called Meeting of the Ad Hoc Budget Committee of the Kentucky 

Public Pensions Authority, the following Committee members were present: William O’Mara 

and Prewitt Lane. Staff members present were CERS CEO Ed Owens, III, KRS CEO John 

Chilton, David Eager, Michael Board, Michael Lamb, Rebecca Adkins, Dominique McKinley, 

Chris Johnson, Phillip Cook, and Sherry Rankin.  

 
Mr. O’Mara called the meeting to order.  

 

Mr. Board read the Opening Statement. 

 

Ms. Rankin called roll. 

 

There being no Public Comment received, Mr. O’Mara introduced the agenda item Approval of 

Meeting Minutes - May 9, 2024 and May 23, 2024 (Video 00:05:56 to 00:06:29).  Mr. Lane 

made a motion to approve the minutes as presented.  Mr. O’Mara seconded the motion and the 

motion passed unanimously.   

 

Mr. O’Mara introduced the agenda item CERS and KRS Board Memos regarding Hybrid 

Percentages (Video 00:06:29 to 00:10:26).  Mr. Lamb began by reviewing the memos that have 

been prepared to present at the upcoming CERS Board Meeting on June 10, 2024 and the 

upcoming KRS Board Meeting on July 18, 2024.  He noted that this Budget Committee has 

determined that the hybrid percentage for FY2025 for administrative expenses is as follows:  

CERS 64.16% and KRS 35.84%.  He explained that these memos will be presented to seek 

approval of the FY2025 allocation of the hybrid percentage between the plans of the respective 

Boards.   
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For CERS plans, based on membership as of June 30, 2023, the recommended allocation of the 

FY2025 hybrid percentage is as follows:  CERS Nonhazardous 59% and CERS Hazardous 

5.16%.   

 

For KRS plans, also based on membership as of June 30, 2023, the recommended allocation of 

the FY2025 hybrid percentage is as follows:  KERS Nonhazardous 31.514%; KERS Hazardous 

3.618% and SPRS 0.709%.  Mr. Lamb noted a typographical error on the memo that will be 

corrected prior to presenting to the KRS Board.   

 

Mr. Lane made a motion to approve the memos, with the edits noted, to be presented to the CERS 

Board and KRS Board respectively.  Mr. O’Mara seconded the motion and the motion passed 

unanimously. 

 

Mr. O’Mara introduced the agenda item Discuss FY2025 Investment Budget and Administrative 

Budget (Video 00:10:27 to 00:48:30). First, Mr. Lamb provided a final review and answered 

questions regarding the FY2025 Investment Budget.  Mr. Lane made a motion to approve the 

FY2025 Investment Budget as presented to go before the KPPA Board for final approval.  Mr. 

O’Mara seconded the motion and the motion passed unanimously. 

 

Next, Mr. Lamb continued his review of the Draft FY2025 Administrative Budget focusing on 

costs related to Personnel, Legal Division, and IT in detail.  Mr. Lane made a motion to approve 

the FY2025 Administrative Budget as presented to go before the KPPA Board for final approval.  

Mr. O’Mara seconded the motion and the motion passed unanimously.   

 

Mr. Lamb then reviewed a draft of the KPPA Budget Memo which will set forth this Committee’s 

recommendations to the KPPA Board for the approval of the FY2024 separation expenses to be 

paid by the CERS System, the FY2025 hybrid percentage amounts, and the FY2025 KPPA 

Investment and Administrative Budgets.  Mr. Lamb stated that that a final draft would be 

reviewed at the next Committee meeting.   
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Next, Mr. Lamb shared a Draft KPPA Budget Policy and sought direction from the Committee 

regarding the details to be included in the policy.  After receiving some direction and input, Mr. 

Lamb indicated that additional work would be necessary before the policy will be ready for 

Committee approval.  He stated that work is continuing on a Trustee Education session regarding 

the budget process with expectations of bringing both back to this Committee for further review 

soon.  

 

Lastly, the Committee confirmed their next meeting date of June 20, 2024, at 11:00 a.m.  

 

Mr. Eager commended Mr. Lamb and the Committee members for their efforts regarding this 

budget process.  Mr. O’Mara also commended Mr. Lamb for his rigor during this process and 

expressed his gratitude for the contributions that each person made during the budget process.   

 

There being no further business, Mr. O’Mara adjourned the meeting.  
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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 Ad Hoc Budget Committee of the Kentucky Public Pensions Authority, do 

certify that the Minutes of the meeting held on June 6, 2024, were approved by the KPPA Ad 

Hoc Budget Committee on June 20, 2024. 
 
 
 
 
 

Committee Chair 
 
 

 

I have reviewed the Minutes of the KPPA Ad Hoc Budget Committee meeting on June 6, 

2024, for form, content, and legality. 
 
 
 
 
 

Office of Legal Services 
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To:  Kentucky Public Pensions Authority (KPPA) Board

From: Mike Lamb, KPPA, Chief Financial Officer

Date: June 27, 2024

Subject:  FY 2025 KPPA Budget Workgroup recommendations.

The FY 2025 KPPA Budget Workgroup (the Workgroup) was finalized during the April 
25, 2024, KPPA Annual Board meeting and includes:

∑ Mr. William O’Mara, KPPA Board Member and County Employees Retirement 
System (CERS) Trustee, 

∑ Mr. C. Prewitt Lane, KPPA Board Member and Kentucky Retirement System 
(KRS) Trustee,

∑ Mr. David Eager, KPPA Executive Director,
∑ Mr. Ed Owens III, CERS CEO,
∑ Mr. John Chilton, KRS CEO,
∑ Ms. Rebecca Adkins, KPPA Deputy Executive Director,
∑ Mr. Mike Lamb, KPPA Chief Financial Officer

In addition, multiple KPPA employees contributed to and participated in the Workgroup 
meetings. 

The Workgroup makes the following recommendations to the KPPA Board:

RECOMMENDATIONS:

1. Approve the FY 2024 separation expenses of $402,707 to be paid by the CERS.
2. Approve the FY 2025 hybrid percentage of 64.16% for the CERS and 35.84% for 

the KRS to be applied to the administrative expenses of KPPA and continue to 
allow the KRS and the CERS Boards to determine the split for the plans under 
their administrative purview.

3. Approve the FY 2025 KPPA administrative budget of $48,981,500, as presented.
4. Approve the FY 2025 KPPA investment budget of $12,599,350 as presented.

DRAFT
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SEPARATION EXPENSES:

In accordance with KRS 61.505(11)(a)(2), the KPPA Board is responsible for 
determining initial costs and any ongoing annual administrative and investment 
expenses that are attributable solely to establishing a separate CERS board and the 
KPPA. These costs shall be paid by the CERS until June 30, 2024. The FY 2024 costs 
are $402,707 as presented below.

FY 2025 HYBRID PERCENTAGE:

In accordance with KRS 61.505(11)(a), the KPPA Board has the responsibility of 
determining how to prorate, assign or allocate costs incurred by or on behalf of the 
KPPA to both the CERS and the KRS.

For FY 2022, 2023, and 2024, the KPPA board utilized a hybrid percentage 
methodology to allocate administrative costs to the CERS and the KRS.

The Workgroup has evaluated the current hybrid percentage methodology for FY 2025
and recommends continued use of this method including: using actual costs (from FY 
2023), review of employee classification, and excluding direct and/or separation costs
from the calculation.

1. Actual Costs.  In FY 2022 and 2023 the hybrid % was calculated using budgeted 
administrative costs.  Beginning with the FY 2024 hybrid %, KPPA began to 
utilize actual costs (used FY 2022 actual costs) in calculating the FY 2024 Hybrid 
%. (FY 2023 actual costs were not used as they would not have been finalized 
until well into FY 2024). For the FY 2025 hybrid % recommendation the 
Workgroup has used FY 2023 actual costs in the calculation.
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2. Employee Classification. The workgroup has reviewed all employee 
classifications (and related costs) for use in the calculation of the hybrid % as 
follows:

3. Excluding direct and/or separation costs from the calculation.
Since the FY 2022 and 2023 hybrid % was calculated using budgeted 
administrative costs, that hybrid % included all budgeted administrative costs, 
including CEO salaries, budgeted legal costs (that were specific to the CERS or 
the KRS), as well as costs eventually deemed to be separation costs.  While all 
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these costs were charged to the appropriate plan, the inclusion of them in the 
budget impacted the calculation of the hybrid percentage. By using actual costs, 
the Workgroup was able to isolate these costs and exclude them in the hybrid 
percentage calculation for FY 2025.

FY 2025 hybrid percentage: CERS 64.16% and KRS 35.84%
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FY 2025 hybrid percentage comparison: 
CERS (64.16% vs. 64.34%) and KRS (35.84% vs. 35.66%).

On June 10, 2024, and on June 18, 2024, the CERS, and the KRS Boards of Trustees, 
respectively, approved their own internal allocation of the above hybrid percentages for 
the plans under their administrative purview as follows:
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FY 2025 KPPA ADMINISTRATIVE BUDGET

The KPPA administrative budget is funded with restricted funds, meaning it is not a 
general fund appropriation. These restricted funds used for the administrative budget 
come from the five pension trusts funds administered by KPPA, and not the insurance 
trust funds. The administrative expenses are allocated among these five pension trust 
funds based on the approved hybrid %.

Despite the administrative budget being funded with restricted funds, KRS 
61.505(11)(b), KRS 78.782(13) and KRS 61.645(13) require all KPPA, CERS and KRS 
administrative expenses be included in the Commonwealth’s biennial budget. Before 
October 1st of odd years, executive branch agencies submit a two-year budget request
to the Office of the State Budget Director (OSBD) and to the Legislative Research 
Commission (LRC). Prior to this submission KPPA shall approve the biennial budget 
request (KRS 61.505(11)(b)).

OSBD assists the Governor’s Office in developing a budget bill. Simultaneously, LRC 
assists the legislature in developing a budget bill, and during the General Assembly’s 
session in even years, a biennial budget is passed. OSBD, LRC and the legislature can 
add to or subtract from the KPPA biennial budget request as the legislature deems
necessary. For example, since KPPA staff are under the state’s personnel system, 
OSBD may add funds to the request to allow for a raise for state employees, and in 
some cases, due to budget cuts, all agencies budget submissions may be reduced.

The proposed FY 2025 administrative budget total amount of $48,981,500, has already 
been approved by the Commonwealth through this process. Today, the Workgroup is
presenting the detailed administrative budget for the KPPA Board to approve.

The Workgroup reviewed historical spending by budget line item from FY 2019 through 
FY 2024. Accounting, executive, human resources, investment, IT, legal and other 
KPPA staff contributed to defining for the Workgroup the types of services provided by 
each budget line item, as well as multiple discussions on anticipated changes to existing 
expenditures and potential new expenditures. Furthermore, detailed analysis was 
performed on various line items in creating an accurately projected FY 2025
administrative budget.  

Immediately below is the proposed FY 2025 administrative budget, and presented 
further below are summarized explanations of the Workgroups discussions and 
conclusions for significant line items:
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ADMINISTRATIVE BUDGET (Page 1 of 2)
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ADMINISTRATIVE BUDGET (Page 2 of 2)
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SALARIES1

The FY 2025 budget for salaries is $2.16M higher than the FY 2024 amount due to 
several factors:

(1) For FY 2024 KPPA budgeted for 250 full-time positions, and for FY 2025, KPPA
is budgeting for 256 full-time positions, which would account for approximately 
$600k of the increase.

a. KPPA had low turnover this past year, and 
b. KPPA added two new hearing officer positions.

(2) Many positions’ prior year salaries have been increased above and beyond the 
statewide 6% increase that went into effect 7/1/2023.

a. This was due to the Personnel Cabinet’s overall statewide position review
and adjustment, as well as

b. KPPA’s internal review and adjustment (with Personnel Cabinet approval)
of retirement system counselor positions.

c. The combination of these reviews and adjustments accounts for 
approximately $900k of salary increases beyond the 6% granted to all 
statewide employees.

(3) All positions have a 3% statewide increase being accounted for effective 
7/1/2024, which accounts for approximately $600k of the increase.

Through the Personnel Cabinet, KPPA has 293 approved positions: 270 full time (FT) 
and 23 Interim, Intern, or part -time positions (same as prior year).  

The Workgroup examined salaries by area, department, and position. They discussed 
with KPPA staff what vacant positions are likely to be filled, which positions are likely to 
remain vacant, and discussed the need for additional positions in certain areas.  In 
addition, the Workgroup accounted for the five-year average annual turnover rate
(11%), and the 3% raise for all state employees.
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SALARIES & RELATED PERSONNEL COSTS2

During the biennium budget process, the KPPA Board approved nine (9) additional 
positions and the related costs for FY 2025.  However, the final budget bill approved by 
the legislature did not approve that additional budget request.  These additional 
positions are crucial to the implementation of statutory mandates, enhanced customer 
service, risk management and strategic initiatives of KPPA.  Therefore, KPPA 
management is pursuing the addition of these positions through the Office of State 
Budget Director (OSBD) and intend to get them established in FY 2025.  As such the 
Workgroup suggested designating a portion of the unallocated reserve specifically for 
the anticipated costs of those positions.

EMPLOYER PAID RETIREMENT3

Despite the significant increase in salaries, the FY 2025 proposed budget amount for 
employer paid retirement is significantly less than the PY FY 2024 budgeted amount. 
The OSBD memo dated April 24, 2024, indicates that the employer contribution rate for 
KERS nonhazardous plan participants for FY 2025 is 48.75%; whereas the prior year 
rate was 66.17%.

LEGAL HEARING OFFICERS4

For both FY 2023 and 2024 actual costs exceeded the budgeted amount as KPPA 
increased the hourly rate for the external hearing officers on contract and worked 
deliberately through the backload of cases. Recently, KPPA hired two in house hearing 
officers and has renewed contracts for external hearing officers, in a continued effort to 
enhance this process for our members.  The two in-house hearing officers are budgeted 
as part of personnel and this line item represents the contracted amounts for the 
external hearing officers for FY 2025.

LEGAL CONTRACTS5

The Workgroup worked with KPPA legal staff and closely examined estimated costs for 
on-going and pending cases, some of which will go to trial this fiscal year, resulting in a 
significant increase to the budgeted amount.

COMPUTER EQUIPMENT / SOFTWARE6

The overall information technology budget remains at approximately $4.2M, comprised 
of the following areas:

Costs for IT contractors that KPPA utilizes through Commonwealth master agreements 
to supplement our own internal staff ($1.1M).

Approximately $1M in multiple software products for licenses, support, and 
maintenance, including Microsoft, FileNet components, VMware, BoardBooks, 
GreatPlains, Zoom, Adobe; etc.

Nearly $900k in identified projects that meet strategic executive and Trustee initiatives 
or necessary replacements, including enhanced storage, fiber switch upgrades, on-site 
camera upgrades, badge system upgrades, etc.
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Several other items such as external assessments (by Crowe), server replacements, 
desktop/laptop upgrades, and a cyber insurance policy now in place.

POSTAGE7

Postage rates increased again in January of 2024.  For FY 2024, KPPA exceeded the 
postage budget line item partially due to this increase as well as a postcard mailing 
kicking off the paperless project.   In theory, the paperless project should reduce overall 
postage costs, however, the Workgroup wants to budget conservatively until those 
savings are realized.  In addition, KPPA does have board elections upcoming (which 
require significant mailing), and the Workgroup has accounted for that along with the 
increase in postage for FY 2024.

UNALLOCATED RESERVE8

The unallocated reserve amount represents the difference between the 
Commonwealth’s already approved FY 2025 biennial budget amount of $48,981,500
and the Workgroup’s best estimate of expenditures by line item for FY 2025.

Rather than “artificially inflate” individual line items in the administrative budget to reach 
a total budget of $48,981,500, the Workgroup has attempted to present the most 
accurate budget by line item and account for the difference as an unallocated reserve.

This practice of separately identifying an unallocated reserve amount was initiated in FY 
2021. For that year the unallocated reserve amount was $7.7M and was referred to as 
“Major Legislation Implementation”.  The FY 2022 unallocated reserve amount was 
$3.7M, the FY 2023 amount was $4.1M, the FY 2024 amount was $4.9M, and the FY 
2025 amount is $216k.

This amount is not expected to be utilized during the fiscal year unless business needs 
change. For example: a new unanticipated service is contracted, a new court case 
emerges, KPPA has a costly cyber incident, or the legislature passes legislation that 
results in unanticipated costs.

Please see note 2 above regarding the unallocated reserve amount of $1.7M, being set 
aside specifically for nine (9) new positions, which were approved by the KPPA Board 
as part of the biennium budget, that are being pursued through the OSBD, as the 
legislature did not approve them in the final biennium budget.

ADMINISTRATIVE BUDGET OVERSPEND

During the FY, if an administrative expenses sub-category exceeds or is likely to exceed 
the approved budget amount (e.g., personnel, or legal contracts, etc.), KPPA staff will 
obtain KPPA Board approval to reclassify the appropriate amount from the unallocated 
reserve to the appropriate line item(s) within the relevant sub-category. If, however, an 
individual line item within a sub-category exceeds or is likely to exceed the approved 
budget amount (e.g., employer paid sick leave, or office supplies, etc.), KPPA staff will
notify the KPPA Board of the line item that is over budget at the next regularly 
scheduled quarterly meeting.
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FY 2025 KPPA INVESTMENT BUDGET

KPPA spending related to investments is paid directly from the trust funds (both the 
pension and the insurance trust funds, based on assets under management).  These 
costs are not included in the administrative budget, and they are not submitted to OSBD 
or LRC as part of biennial budget process.

However, KRS 61.505 (11) (3) requires that KPPA report investment expenses to the 
Public Pension Oversight Board (PPOB). In addition, KPPA staff and prior Workgroups
identified the need for trustees to be provided more detail on investment expenses.
Therefore, an investment budget was established (in FY 2023) and budget to actual 
reporting for investment expenses have been provided to the Investment Committee of 
both CERS and KRS quarterly. 

The below proposed investment budget does not include manager fees.  Manager fees 
rise and fall with the markets and estimating total fees is challenging and provides little 
value in relation to a budget and oversight of spending. Therefore, as in the prior year, 
the Workgroup recommends only reporting the actual manager fees for the fiscal year 
quarterly to the CERS and KRS boards as well as to the PPOB when requested, without 
being accompanied by an estimated budget. 

Non-manager fees are more easily budgeted and generally represent goods and 
services that support the management of the funds. For example, custodial bank fees, 
benchmarking services and legal defense. The below proposed investment budget has 
non-manager fees broken into three subcategories: consulting services, legal & auditing 
services, and contractual services.

Consulting Services:

The FY 2025 proposed budget is increasing for an inflationary component as well as the 
pursuit of new private market consultants to provide more service and analysis to the 
boards.

Legal Services:

When establishing the investment budget in the prior year, extensive discussions were 
held regarding the pros and cons of including legal fees for investment related litigation 
within the administrative budget or within the investment budget. The final 
recommendation was to budget legal costs related to investment litigation within the 
investment budget to effectively report all investment related costs and to follow industry 
best practices. The Workgroup has adopted this same methodology for investment 
related costs.

The FY 2025 proposed budget is $1.875M higher than the FY 2024 budget. This 
increase in the budget is due to increased activity in ongoing investment litigation, as 
well as fiduciary defense costs as our insurance policy has been exhausted.
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Contractual services:

The FY 2025 proposed budget is $153k higher than the FY 2024 budget and represents
modest inflationary increases and new services.
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DRAFT
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DRAFTWorkgroup
∑ Mr. William O’Mara, KPPA Board Member and County Employees Retirement System 

(CERS) Trustee, 
∑ Mr. C. Prewitt Lane, KPPA Board Member and Kentucky Retirement System (KRS) 

Trustee, 
∑ Mr. David Eager, KPPA Executive Director,
∑ Mr. Ed Owens III, CERS CEO,  
∑ Mr. John Chilton, KRS CEO,  
∑ Ms. Rebecca Adkins, KPPA Deputy Executive Director,
∑ Mr. Mike Lamb, KPPA Chief Financial Officer

In addition, multiple KPPA employees contributed to and participated in the multiple 
Workgroup meetings, and we express our sincere thanks for all their efforts.

2
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FY 2025
Separation
Costs

3
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DRAFTFY 2025 Hybrid Percentage

Same methodology from prior 
year to determine the FY 2025 
hybrid percentage.

CERS and KRS Boards of Trustees 
have approved their own internal 
allocation for the plans under their 
purview.

4
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FY 2025
Administrative
Budget

5
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DRAFTFY 2025 Administrative Budget
PERSONNEL SUBTOTAL: Includes $2.6M in increased salaries and related costs, $1.7M for 9 
additional positions being pursued through OSBD, offset by a decrease in employer paid retirement of 
($2.1M) as contribution rates are decreasing from 66.17% to 48.75%. 

LEGAL CONTRACTS SUBTOTAL: The Workgroup worked with KPPA legal staff and closely 
examined estimated costs for on-going and pending cases.

INFORMATION TECHNOLOGY: Remains consistent with prior year budget amounts.

UNALLOCATED RESERVE: Represents the difference between the General Assembly’s approved 
FY 2025 biennial budget amount of $48,981,500 and the Workgroup’s best estimate of expenditures 
for FY 2025.

ADMINISTRATIVE BUDGET OVERSPEND: During the FY, if an administrative expenses sub-
category exceeds or is likely to exceed the approved budget amount (e.g., personnel, or legal 
contracts, etc.), KPPA staff will obtain KPPA Board approval to reclassify the appropriate amount from 
the RESERVE to the appropriate line item(s) within the relevant sub-category. 

6
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DRAFT
FY 2025 Investment 
Budget

Consulting Services:

Increasing for inflationary components and 
pursuit of private market consultants.

Legal Services:

Increased activity in ongoing investment 
litigation, and the exhaustion of the KPPA 
fiduciary insurance policy.

Contractual services:

Increase represents modest inflationary
adjustments and new services.  

7
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