
Kentucky Public Pensions Authority 
Audit Committee – Special Meeting 

May 2, 2023, 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. Election of Chair and Vice-Chair* William O’Mara 

 
6. Implementation of HB 587* Michael Board 

 
7. Adjourn*       Board Chair  

            
                     

 

*Committee Action May Be Taken 
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To: David Eager, KPPA Executive Director 
 Rebecca Adkins, Deputy Executive Director  
 Erin Surratt, Executive Director of Benefits 
 Steve Willer, Executive Director, and Chief Investment Officer 
 Mike Lamb, Chief Financial Officer 
 John Chilton, KRS Chief Executive Officer 
 Ed Owens, CERS Chief Executive Officer 

KRS Board of Trustees 
 CERS Board of Trustees 
 
From: Michael Board, Executive Director, Office of Legal Services 
 
Date: April 4, 2023 
 
Re: Implementation of 23 RS HB 587  
 
 House Bill 587 was introduced in the House of Representatives on February 22, 2023, 
passed both the House and Senate, and was signed by the Governor on March 20, 2023.  Per Section 
55 of the Kentucky Constitution, HB 587 will become effective ninety (90) days after adjournment 
of the legislative session.  Thus, HB 587 will become effective on June 28, 2023.   
 
 HB 587 amends KRS 61.505(8) in the following ways: 
 

a. The KPPA Board appoints or contracts for an internal auditor 
i. Previously, as with all other employees of KPPA, the internal auditor was 

appointed by the KPPA Executive Director 
b. The KPPA Board sets the compensation and other terms of employment for the 

internal auditor 
i. The internal auditor is not subject to KRS 18A or KRS 64.640 

c. The internal auditor reports directly to the KPPA Board 
d. The KPPA Board must conduct an annual performance evaluation of the internal 

auditor 
e. The internal auditor shall work cooperatively with the CEOs of KRS/CERS 
f. The internal auditor has the authority to appoint the employees under their direct 

supervision 
 
As a result of the changes from this legislation, several things must happen.  First and 

foremost, the CERS/KRS Joint Audit Committee will no longer exist, as the KPPA internal auditor 
will report directly to the KPPA Board.  This will require amendments to the CERS and KRS By-
laws to remove the language forming the Joint Audit Committee.   
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Second, the KPPA Board is faced with several tasks: they must appoint the internal auditor 
and set the compensation and terms of employment for the internal auditor.  The terms of 
employment should include a position description.  The KPPA Board is free to adopt the position 
description and compensation currently in place, making changes where necessary to reflect the 
removal of the internal auditor from the provision of KRS 18A, or they may adopt an entirely new 
position description and compensation.  Adoption of a position description is important because the 
KPPA Board is required to perform an annual performance evaluation of the internal auditor.   

 
The KPPA Board may choose to form an Audit Committee and delegate these tasks to that 

committee.  The members of any KPPA Audit Committee must come from the eight (8) members 
of the KPPA Board.  Forming a KPPA Audit Committee would require amending the KPPA By-
laws.  In creating the Audit Committee and amending the By-laws, the KPPA Board must decide 
the level of authority given to the Audit Committee: Are they able to act on behalf of the Board and 
then report their actions, or will their votes require ratification by the Board before action can be 
taken?   

 
Once the KPPA Board has decided how it will carry out its responsibilities relating to 

internal audit, either the KPPA Board Chair or the Audit Committee Chair (if there is one) will be 
required to approve the internal auditor’s timesheet on a weekly basis.  This person will also be 
responsible for approving the internal auditor’s leave requests, approving a flex schedule, 
determining if the internal auditor may work from home and, if so, on what days, and approving 
travel and/or ongoing educational opportunities.  The most efficient and effective way to handle 
these approvals is for the KPPA Board or Audit Committee to delegate this limited authority to the 
KPPA Executive Director.   

 
There are several action items that must be completed to fully implement this legislation.  

Due to the number of action items, the KPPA Office of Legal Services proposes the following 
timeline: 
 

I. April Annual Meetings 
a. All Boards review this memo  
b. The KPPA Board should make initial decisions regarding whether they want to 

create an Audit Committee and, if so, its membership, and what authority it will 
have 

II. Between April Annual Meetings and June Board meetings 
a. Staff will draft proposed amendments to By-Laws and Charters, and create a 

proposed position description for the internal auditor 
III. June Board Meetings 

a. KPPA needs to decide how the hiring/appointment of an internal auditor will happen 
b. KPPA will approve a position description and set the compensation for the internal 

auditor or delegate this to the Audit Committee 
c. KRS and KPPA will vote on the By-law amendments 
d. CERS will have the 1st reading of the By-law amendments 

i. It is not a problem if the CERS By-laws are not fully amended when this 
legislation becomes effective 

e. KPPA will vote on the Audit Charters 
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f. KPPA will schedule the first meeting of the Audit Committee 
 
This is a lot of information to digest, and lot of work to accomplish.  We should move 

through this process slowly while ensuring we accomplish every step.  There are also several 
internal questions to be answered while implementing this legislation.  Staff will continue to work 
through those as well.  One example of these internal issues is defining a process for the internal 
auditor to request new positions.  While the internal auditor has the authority to appoint the positions 
that report directly to them, those positions are still subject to KRS 18A and KRS 64.640 and must 
still fit within the KPPA employee cap and the KPPA administrative budget.   
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Current Joint Audit Committee Language from CERS/KRS Bylaws 
 
 
CERS BYLAWS 
 
Joint Kentucky Retirement Systems and CERS Audit Committee. The Committee shall 
consist of four (4) Trustees, including two (2) Trustees appointed from the CERS Board by the 
CERS Chair and two (2) Trustees appointed from the Kentucky Retirement Systems Board by 
the Kentucky Retirement Systems’ Chair. The Committee shall elect a Chair and Vice Chair. The 
Committee will act on behalf of the Board in fulfilling its oversight responsibilities for the 
system of internal control, the internal and external audit processes, and the process for 
monitoring compliance with laws, regulations, and the code of conduct.  
 
1. Committee Responsibilities. The Committee will meet quarterly, with authority to convene 
additional meetings, as circumstance require. The regular meetings shall be determined by the 
Board of Trustees no later than the December Board of Trustees meeting of the previous 
calendar year.  

A. The Committee shall have the authority to review reports by the Internal Auditor and 
to recommend appropriate policies and procedures. Additional responsibilities are 
enumerated in the Audit Committee Charter.  
B. The Committee shall have the authority to receive communications and audit reports 
from the KPPA external auditor and recommend actions to the KRS & CERS Boards and 
KPPA for improving internal controls, financial reporting, and management.  

 
2. Internal Auditor Responsibilities. The KPPA Internal Auditor will be responsible for the 
planning, implementation, and reporting of audits and internal audit plans. The Internal Auditor 
will also be responsible for the functional control and audit activities in the relation to the 
objectives of the KPPA Division of Internal Audit. Additional responsibilities are enumerated in 
the KPPA Division of Internal Audit Charter.  
 
3. Audit Charters. The Audit Committee Charter and the KPPA Division of Internal Audit 
Charter are hereby incorporated by reference.  
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KRS BYLAWS 
 
Joint Kentucky Retirement Systems and CERS Audit Committee. The Committee shall 
consist of four (4) Trustees total, two (2) Trustees appointed from the CERS Board by the CERS 
Chair and two (2) Trustees appointed from the Kentucky Retirement Systems Board by the 
Kentucky Retirement Systems’ Chair and shall elect a Chair and Vice Chair. The Committee will 
act on behalf of the Board in fulfilling its oversight responsibilities for the system of internal 
control, the internal and external audit processes, and the process for monitoring compliance with 
laws, regulations, and the code of conduct. 

1. Committee Responsibilities. The Committee will meet quarterly, with authority to 
convene additional meetings, as circumstances require. The Committee shall have the 
authority to review reports by the Internal Auditor and to recommend appropriate policies 
and procedures. Additional responsibilities are enumerated in the Audit Committee Charter 
2. Internal Auditor Responsibilities. The KPPA Internal Auditor will be responsible for 
the planning, implementation, and reporting of audits and internal audit plans. The 
Internal Auditor will also be responsible for the functional control and audit activities in 
the relation to the objectives of the KPPA Division of Internal Audit. Additional 
responsibilities are enumerated in the KPPA Division of Internal Audit Charter. 
3. Audit Charters The Audit Committee Charter and the KPPA Division of 
Internal Audit Charter are hereby incorporated by reference. 
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Kentucky Personnel Cabinet  
Position Description

1Page

Position Number: 31044863 - Division Director
Position Description Effective Date: 07/21/2022 to 12/31/9999

Employee Name Personnel Number Supervisor Position Number
31127802

Organizational Title Organizational ID Organizational Short Text

Division of Internal Audit Admin 10200764 31100

Employee Group Personnel Subarea Employee Effective Date

A - 18A 1000 - FT Exempt 01/16/2018 to 12/31/9999

Job Title Job ID Job Short Text

Division Director 20001933 01600V170916

Pay Grade

00

Statement of Duties: Briefly state the main function of the job

Evaluates accounting, financial, and other operational activities as an independent appraisal function as 
appropriate. Provides direction for all areas of Internal Audit within the Kentucky Public Pensions Authority 
(KPPA). Establishes the internal audit activity's function and responsibilities. Establishes and documents 
procedures and oversees management of the internal audit activity. Reports internal audit activities to 
management, Investment Committee, Audit Committee, and the Board of Trustees; and performs other duties as 
required.

Task No:1

Formulates internal audit programs in order that all aspects of transactions are audited. 
Prepares risk analysis and annual audit plan.  Develops an effective team of competent 
subordinates who understand, and are able to discharge the obligations of their positions/jobs. 
 Supervises and directs audit staff. Reviews, corrects, and comments on staff work scopes, 
plans, work papers and reports.

25%

Task No:2

Ensures effective management of the financial resources of KPPA and that all operations are 
within the policies and plans as laid down by management, Board Policies and Statutes. Prepares 
audit programs and conducts audits.

25%

Task No:3

Prepares reports containing observations, comments and recommendations for management and the 
Board based on carried out work.  Reports audit findings and recommendations to management, 
Investment Committee, Audit Committee, and the Board of Trustees. Assists the Audit Chair in 
Audit Committee Meeting Preparation and follow up.

20%

Task No:4

Maintains employee records.  Approves leaves, overtime requests, and timesheets. Provides 
development, coaching and feedback to staff including time management and attendance.  Ensures 
completion of performance evaluations.  Recommends personnel actions.

10%
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Position Number: 31044863 - Division Director
Position Description Effective Date: 07/21/2022 to 12/31/9999

Task No:5

Participates in all meetings of the Investment, and Retiree Health Care Committees involving 
consideration of policy/procedures formulation matters and other allied matters relating to the 
overall operations of KPPA.

10%

Task No:6

Liaising with the external auditors in order that both external and internal audit functions 
will be carried out efficiently and effectively with minimum duplication of efforts. 
Facilitates reviews, and coordinates audits with external auditors or others as necessary.

5%

Task No:7

Performs other duties as assigned.        5%

Total Percentage 100%

Does the incumbent of this position conduct performance appraisals on 
subordinate employees? No Yes

If yes, list ALL JOB Titles(s) and Position Number(s) supervised.

Retirement Investment Specialist II 31121830 
Auditor 31125885 
Auditor 31135540

Does the incumbent of this position supervise employees, inmates, interim 
employees, etc. which do not require the completion of a performance 
appraisal?

No Yes

If yes, list all employees supervised and indicate the relationship to incumbent.

Are there any essential functions of this position that require an incumbent to:

Select Check Box to indicate as YES

Maintain a valid driver’s license?

May be required to carry and/or use a firearm?

Lift heavy objects or work in uncomfortable positions for extended periods of time?

Be exposed to dangerous working conditions including rough terrain?

Frequently communicate in person or by other means of technology?

Spend a major portion of time using a computer?

Be exposed to contagious diseases?

Work overtime or alternate work schedules?
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Others – Please Describe:

Travel may be required

Position Description printed: 04/28/2023
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