
Kentucky Public Pensions Authority 
Ad Hoc Budget Committee – Special Meeting 
June 6, 2024, at 10:00 AM EST (9:00 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* - May 9, 2024 and  William O’Mara 
      May 23, 2024 
 

6. CERS and KRS Board Memos regarding Hybrid %* Mike Lamb 
 

7. Discuss FY 2025 Investment Budget & Administrative Budget Mike Lamb 
a. Review Final FY2025 Investment Budget 

i. Seek approval of FY2025 Investment Budget* 
b. Continued Review of Draft FY2025 Administrative Budget 

i. Revisit Personnel Costs – (including presentation of “Reserved for 
Personnel”) 

ii. Legal Costs – (including presentation of “Reserved for Legal”) 
iii. Review IT Costs in detail (including history) 
iv. Other Administrative Costs 
v. Seek Approval of FY2025 Administrative Budget* 

c. Review Draft KPPA Board Budget Memo* 
d. Review Draft KPPA Board Budget Policy 
e. Other topics related to Administrative or Investment Budget. 
f. Confirm next meeting date and time (Thursday June 20th, 11am)  

   
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                  
MAY 9, 2024, 10:00 A.M., E.T. 

VIA LIVE VIDEO TELECONFERENCE  
 

At the May 9, 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 

(Chair) and Prewitt Lane. Staff members present were CERS CEO Ed Owens, III, KRS CEO 

John Chilton, David Eager, Rebecca Adkins, Michael Board, Michael Lamb, Shaun Case, Katie 

Park, 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 - April 29, 2024 (Video 00:08:07 to 00:08:41). 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 Discuss FY2025 Budget (Video 00:08:42 to 01:08:27). 

First, Mr. Lamb presented the FY2025 Hybrid Percentage and the FY2024 Separation Costs. 

Next, he reviewed in depth the Draft FY2025 Administrative Budget. Mr. Lamb highlighted 

personnel costs, legal costs, and IT costs. Lastly, the Committee confirmed their next meeting 

date; May 23, 2024, at 10:00 a.m. Mr. Lamb wished to present the final FY2025 Administrative 

Budget costs, Draft Budget Training, and Draft KPPA Budget Policy at the meeting. He advised 

that Mr. Willer may also present the Draft FY2025 Investment Budget. 

 

There being no further business, Mr. O’Mara adjourned the meeting. 

KPPA Ad Hoc Budget Committee Meeting - Approval of Meeting Minutes - May 9, 2024 and May 23, 2024
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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 May 9, 2024, were approved by the KPPA Ad 

Hoc Budget Committee on May 23, 2024. 
 
 
 
 
 

Committee Chair 
 
 

 

I have reviewed the Minutes of the KPPA Ad Hoc Budget Committee meeting on May 

9, 2024, for form, content, and legality. 
 
 
 
 
 

Office of Legal Services 

KPPA Ad Hoc Budget Committee Meeting - Approval of Meeting Minutes - May 9, 2024 and May 23, 2024

3



1  

MINUTES OF MEETING 
KENTUCKY PUBLIC PENSIONS AUTHORITY 

SPECIAL CALLED MEETING 
AD HOC BUDGET COMMITTEE                  
MAY 23, 2024, 10:00 A.M., E.T. 

VIA LIVE VIDEO TELECONFERENCE  
 

At the May 23, 2024, Special Called Meeting of the Ad Hoc Budget Committee of the Kentucky 

Public Pensions Authority, the following Committee members were present: Prewitt Lane. Staff 

members present were CERS CEO Ed Owens, III, KRS CEO John Chilton, David Eager, 

Michael Board, Michael Lamb, Steve Willer, Shaun Case, Katie Park, and Sherry Rankin.  

 
Mr. O’Mara was absent; therefore, Mr. Lane called the meeting to order.  

 

Ms. Board read the Opening Statement. 

 

Ms. Rankin called roll. 

 

There being no Public Comment received, Mr. Lane introduced the agenda item Approval of 

Meeting Minutes - May 9, 2024. A quorum was not present; therefore, no action was taken.  

 

Mr. Lane introduced the agenda item Discuss FY2025 Budget (Video 00:12:30 to 01:12:25). 

First, Mr. Lamb provided reminders regarding FY2024 Separation Costs. Mr. Lamb and Mr. 

Willer presented the Draft FY2025 Investment Budget. Next, Mr. Lamb continued his review of 

the Draft FY2025 Administrative Budget with the KPPA Ad Hoc Budget Committee. Mr. Lamb 

stated that a Draft Budget Training and a Draft KPPA Budget Policy would be brought to the 

Committee soon for approval and then presented to the Authority for ratification. 

 

Lastly, the Committee confirmed their next meeting date; June 6, 2024, at 10:00 a.m. The 

following of the KPPA Ad Hoc Budget Committee meeting will be scheduled for June 20, 2024, 

at 11:00 a.m., said Mr. Lamb.  

 

There being no further business, Mr. Lane 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 May 23, 2024, were approved by the KPPA Ad 

Hoc Budget Committee on June 6, 2024. 
 
 
 
 
 

Committee Chair 
 
 

 

I have reviewed the Minutes of the KPPA Ad Hoc Budget Committee meeting on May 

23, 2024, for form, content, and legality. 
 
 
 
 
 

Office of Legal Services 
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FY 2023 

Budget

FY 2024 

Budget

FY 2025 

Budget
Difference % Change

CONSULTING SERVICES
Wilshire Associates 1,190,000$   1,200,000$      1,250,000$      50,000$            4.20%

Albourne 270,000         275,000            275,000            ‐                          0.00%

MercerInsight 160,000         165,000            165,000            ‐                          0.00%

New Private Markets consultant 250,000            250,000            #DIV/0!

SUBTOTAL 1,620,000     1,640,000        1,940,000        300,000         18.52%

LEGAL & AUDITING SERVICES
Faegre Drinker 375,000         100,000            375,000            275,000            73.33%

Intelligent Management Solutions (IMS) 75,000           350,000            700,000            350,000            466.67%

McClain/Goldberg 25,000           100,000            25,000              (75,000)             ‐300.00%

Reinhart 437,500         2,500,000         3,000,000         500,000            114.29%

Stoll‐Keenon‐Ogden 250,000         750,000            875,000            125,000            50.00%

Haystack 140,000         100,000            200,000            100,000            71.43%

Umberg Zipser 360,000         850,000            750,000            (100,000)           ‐27.78%

Frost Brown Todd 50,000           ‐                          ‐                          ‐                          0.00%

Trustees & Officers counsel  150,000            850,000            700,000            #DIV/0!

Miscellaneous  200,000         50,000              50,000              ‐                          0.00%

SUBTOTAL 1,912,500     4,950,000        6,825,000        1,875,000     98.04%

CONTRACTURAL SERVICES
Bloomberg 150,000         150,000            160,000            10,000              6.67%

BNYM Custodial Fees 4,000,000      2,600,000         2,700,000         100,000            2.50%

eVestment (Solovis RMS) 35,000           35,000              35,000              ‐                          0.00%

Solovis (Reporting & Analytics) 265,000         275,000            300,000            25,000              9.43%

FactSet 150,000         150,000            150,000            ‐                          0.00%

Russell Index Subscription 1,500              1,500                 30,000              28,500              1900.00%

S&P Global 75,000           75,000              47,500              (27,500)             ‐36.67%

TradeWeb 7,500              7,500                 ‐                          (7,500)               ‐100.00%

State Street/Elkins McSherry 10,000           10,000              10,000              ‐                          0.00%

ISS 37,000           60,000              60,000              ‐                          0.00%

MSCI 1,000              1,000                 1,000                 ‐                          0.00%

KPMG Tax Guarantor Services 7,500              7,500                 10,000              2,500                 33.33%

Jayant Ghevaria and CO 55,000           55,000              55,000              ‐                          0.00%

India Renewal Fee (SEBI) 3,000              3,000                 3,000                 ‐                          0.00%

Pension Real Estate Association 350                    350                    #DIV/0!

Oxford Economics 20,000              20,000              #DIV/0!

Morningstar  2,500                 2,500                 #DIV/0!

Miscellaneous & New Services & Subscriptions 250,000         250,000            250,000            ‐                          0.00%

SUBTOTAL 5,047,500     3,680,500        3,834,350        153,850         3.05%
TOTAL 8,580,000$   10,270,500$   12,599,350$   2,328,850$   27.14%

Investment Budget

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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ADMINISTRATIVE BUDGET (Page 1 of 2) 

 

 

 

FY 2024 

Admin Budget

FY 2025 PROPOSED 

ADMIN BUDGET

Budget Difference 

Year to Year

% Change 

Budget vs Budget

PERSONNEL

Salaries 17,900,000$          20,064,742$                 2,164,742$                12.09% 1

Salaries & Related Personnel Costs for 9 

Positions that were requested through the 

Biennium Budget, but not yet granted.

1,735,605$                    1,735,605                  21.79%

2

Wages(Overtime) 250,000                  275,000                          25,000                        10.00%

Wages(Block50) 35,000                    35,000                            ‐                                    0.00%

Emp Paid FICA  1,294,772           1,558,668                263,896                      20.38%

Emp Paid Retirement  12,033,015         9,932,687                (2,100,328)                 ‐17.45% 3

Emp Paid Health Ins  2,687,500           2,875,000                187,500                      6.98%

Emp Paid Life Ins  3,000                 3,000                       ‐                                    0.00%

Emp Paid Sick Leave  250,000             250,000                   ‐                                    0.00%

Workers Compensation 12,000               15,000                     3,000                           25.00%

Unemployment 10,000               10,000                     ‐                                    0.00%

Employee Training 25,000               25,000                     ‐                                    0.00%

Other Personnel costs/benefits (Escrow for 

Admin, adoption, tuition, bonds)
20,000               20,000                     ‐                                    0.00%

Subtotal 34,520,287$       36,799,702$             2,279,415$                6.60%

LEGAL CONTRACTS

Legal Hearing Officers 150,000             270,000                   120,000                      80.00% 4

Legal (SKO) 250,000             250,000                   ‐                                    0.00%

Legal (FBT) 300,000             500,000                   200,000                      66.67% 5

Proposed Legal Amount (to be approved 

when needed)
500,000$                       500,000                      233.33%

5

Legal (Reinhart) 50,000               50,000                     ‐                                    0.00%

Legal (Ice Miller) 300,000             300,000                   ‐                                    0.00%

Legal (Branco) 100,000             100,000                   ‐                                    0.00%

Legal (Dentons) 50,000               50,000                     ‐                                    0.00%

Legal Expense  10,000               10,000                     ‐                                    0.00%

Subtotal 1,210,000$         2,030,000$               820,000$               67.77%

AUDITING

Auditing 300,000$            300,000$                 -$                         0.00%

ACTURIAL SERVICES

Actuarial Services 500,000$            525,000$                 25,000$                5.00%

MEDICAL EXAMINERS / HEARING OFFICERS

Medical Reviewers 1,800,000$         1,800,000$               -$                         0.00%

OTHER PERSONNEL

Miscellaneous Contracts 390,000             425,000                   35,000                        8.97%

Human Resources Consulting 10,000               10,000                     ‐                                    0.00%

Facility Security Charges 100,000             75,000                     (25,000)                       ‐25.00%

Subtotal 500,000$            510,000$                 10,000$                2.00%

PERSONNEL TOTAL 38,830,287$       41,964,702$             3,134,415$            8.07%

ADMINISTRATIVE EXPENSES

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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ADMINISTRATIVE BUDGET (Page 2 of 2) 

 

  

OPERATIONAL ‐                                    ‐                                

RENTALS ‐ BUILDING & EQUIPMENT ‐                                    ‐                                

Rent‐Non‐state Building 56,000               80,000                     24,000                        42.86%

Building Rental ‐ PPW 1,000,000           1,000,000                ‐                                    0.00%

Copier Rental 105,000             90,000                     (15,000)                       ‐14.29%

Rental Carpool 5,500                 4,500                       (1,000)                         ‐18.18%

Subtotal 1,166,500$         1,174,500$               8,000$                  0.69%

INFORMATION TECHNOLOGY

MARS Usage 50,000               50,000                     ‐                                    0.00%

COT Charges 40,000               40,000                     ‐                                    0.00%

Computer Equip./Software 4,100,000           4,139,082$                    39,082                        0.95% 6

Subtotal 4,190,000$         4,229,082$               39,082$                0.93%

OTHER OPERATIONAL

Natural Gas & Electric 175,000             175,000                   ‐                                    0.00%

Vehicle/Equip. Maintenance 1,000                 1,300                       300                              30.00%

Postage 420,000             450,000                   30,000                        7.14% 7

Freight 200                    200                         ‐                                    0.00%

Printing (State & non‐state) 100,000             100,000                   ‐                                    0.00%

Insurance 10,000               7,500                       (2,500)                         ‐25.00%

Garbage Collection 6,500                 7,000                       500                              7.69%

Conference Expense 50,000               50,000                     ‐                                    0.00%

Office Supplies 100,000             90,000                     (10,000)                       ‐10.00%

Furniture & Office Equipment 12,000               30,000                     18,000                        150.00%

Travel (In‐State) 16,500               16,500                     ‐                                    0.00%

Travel (Out of State) 215,000             215,000                   ‐                                    0.00%

Dues &  Subscriptions 85,000               85,000                     ‐                                    0.00%

Miscellaneous 55,000               55,000                     ‐                                    0.00%

Telephone & Video Conference 125,000             115,000                   (10,000)                       ‐8.00%

Subtotal 1,371,200$         1,397,500$               26,300$                1.92%

OPERATIONAL TOTAL  $           6,727,701   $                   6,801,083  73,382$                1.09%

Unallocated Reserve 4,882,812           215,715                   (4,667,097)                 ‐95.58% 8

ADMINISTRATIVE BUDGE AMOUNT 50,440,800$          48,981,500$                 (1,459,300)$           ‐2.89%

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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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 Budget Planning 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. 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 
system.

2. Approve the FY 2025 hybrid percentage of 64.16% for CERS and 35.84% for 
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

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget

13



2

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.

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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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 FY 2022 and 2023 the hybrid % was calculated using budgeted 
administrative costs that % included all budgeted administrative costs, including 
CEO salaries, budgeted legal costs (that were specific to CERS or KRS), as well 
as costs eventually deemed to be separation costs.  While all these costs were 
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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%

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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FY 2025 hybrid percentage comparison: 
CERS (64.16% vs. 64.34%) and KRS (35.84% vs. 35.66%).

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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On June 10, 2024, and on June 18, 2024, the CERS, and KRS Boards of Trustees, 
respectively, approved their own internal allocation of the above hybrid percentages for 
the plans under their administrative purview as follows:

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 Commonwealths 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.

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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The proposed FY 2025 administrative budget total amount of $48,981,500, has already 
been approved by the Commonwealth through this process. Today, we are 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:

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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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

Currently KPPA has 293 approved positions: 270 full time (FT) and 23 Interim, Intern, or
part -time positions through the personnel cabinet.

Out of the 270 FT positions 20 are currently not filled leaving a FT headcount of 250.
The average FT filled positions since 2018 has been 249. In addition, the turnover rate 
for FT KPPA positions has averaged 12% over the past five years.

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 12% annual turnover rate, and the 6% raise 
for all state employees.

SALARIES2

During the biennium budget process, the KPPA Board approved nine 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 and intended 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

KPPA Ad Hoc Budget Committee Meeting - Discuss FY 2025 Investment Budget & Administrative Budget
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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 offices, 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 initial proposed budget for this line item was well over $5M. The Workgroup asked
KPPA staff to go through the initial proposal and refine the details to reflect what is truly 
anticipated for FY 2024.

The KPPA IT team did a thorough job evaluating all IT related projects and costs and 
the revised amount for computer equipment/software is $4.1M, which is $600k higher 
than the FY 2023 budget for this line

This increase is comprised of several items related to infrastructure refreshes, 
upgrades, and modernization such as: a phone system upgrade ($200k), a new badge 
system ($150k), and server replacements ($138k). In addition, FY 2024 will have 
increased costs for SDS contractors, and external assessments.

One item that is not included in this proposed budget is a premium for a potential cyber 
insurance policy.  

POSTAGE7

RESERVE8

The reserve amount represents the difference between the Commonwealths 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 reserve amount was $7.7M and was referred to as “Major 
Legislation Implementation”.  The FY 2022 reserve amount was $3.7M, the FY 2023 
amount was $4.1M, the FY 2024 reserve amount was $4.9M, and the FY 2025 amount 
is $215k.
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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, we have 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 new positions (which were approved by the KPPA Board as 
part of the Biennium budget) that are being pursued through the State Budget Office 
and Personnel Cabinet, 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 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.

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 
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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.

Contractual services:

The FY 2025 proposed budget is $153k higher than the FY 2024 budget and represents
modest inflationary increases.
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