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w™ Cherry Bekaert”

Report of Independent Auditor

To the Board of Directors
KACo Unemployment Compensation Self-Insurance Fund
Frankfort, Kentucky

Opinion

We have audited the financial statements of KACo Unemployment Compensation Self-Insurance Fund
(the "Fund"), which comprise the balance sheets as of June 30, 2024 and 2023, and the related statements of
revenues, expenses and changes in members' equity, and cash flows for the years then ended, and the related
notes to financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Fund as of June 30, 2024 and 2023, and the results of its operations and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are required to be independent of the Fund and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Fund’s ability to continue as a going concern
for one year after the date that the financial statements are issued.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not absolute assurance and, therefore, is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.



In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Fund’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Fund’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that we
identified during the audits.

Bekaert L L P

Louisvillé, Kentucky
December 2, 2024



KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND

BALANCE SHEETS

JUNE 30, 2024 AND 2023

ASSETS

Cash and cash equivalents

Fixed maturity investments, at fair value
Equity securities, at fair value
Premiums receivable

Accrued interest receivable

Prepaid expenses

Total Assets

LIABILITIES AND MEMBERS' EQUITY
Accounts payable

Unemployment compensation benefits payable
Deferred revenue

Total Liabilities

Members' equity
Total Liabilities and Members' Equity

2024 2023
727,801 1,138,654
10,543,781 9,981,209
2,462,205 2,296,253
248,170 426,928
44,726 36,219
67,850 55,580
14,094,533 13,934,843
6,852 6,691
87,691 136,820
379,568 570,584
474,111 714,095
13,620,422 13,220,748
14,094,533 13,934,843

The accompanying notes to the financial statements are an integral part of these statements.
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KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN MEMBERS' EQUITY

YEARS ENDED JUNE 30, 2024 AND 2023

2024 2023

Revenues:
Members premiums, net $ 950,670 $ 1,222,485
Investment income, net 392,098 336,646
Realized and unrealized gains (losses) on investments 202,346 (215,362)
Total Revenues 1,545,114 1,343,769

Expenses:
Unemployment compensation benefits 480,165 675,403
General and administrative expenses 432,075 394,372
KACo management fee 232,200 221,500
KACo royalty 1,000 1,000
Total Expenses 1,145,440 1,292,275
Net Income 399,674 51,494
Members' equity, beginning of year 13,220,748 13,169,254
Members' equity, end of year $ 13,620,422 $ 13,220,748

The accompanying notes to the financial statements are an integral part of these statements.
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KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2024 AND 2023

Cash flows from operating activities:
Cash received from member premiums
Investment income received, net of investment fees
Unemployment compensation benefits paid
Cash paid to suppliers and others

Net cash flows from operating activities

Cash flows from investing activities:
Purchase of investments
Proceeds from sales and maturities of investments

Net cash flows from investing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of excess of revenues over expenses to

net cash flows from operating activities:
Net income

Adjustments to reconcile excess of revenues over expenses

to net cash flows by operating activities:
Realized (gains) losses on investments
Unrealized (gains) losses on investments
Changes in assets and liabilities:
Decrease (increase) in:
Premiums receivable
Accrued interest receivable
Prepaid expenses
Increase (decrease) in:
Accounts payable
Unemployment compensation benefits payable
Deferred revenue

Total adjustments

Net cash flows from operating activities

2024 2023
$ 938,412 $ 1,239,071
383,591 342,652
(529,294) (1,087,642)
(677,384) (628,353)
115,325 (134,272)
(3,338,598) (2,943,167)
2,812,420 2,570,452
(526,178) (372,715)
(410,853) (506,987)
1,138,654 1,645,641

$ 727,801  $ 1,138,654
$ 399,674 $ 51,494
(1,289) 4,445
(201,057) 210,917
178,758 97,143

(8,507) 6,006

(12,270) (9,940)

161 (1,541)

(49,129) (412,239)
(191,016) (80,557)
(284,349) (185,766)

$ 115325  $ (134,272)

The accompanying notes to the financial statements are an integral part of these statements.
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KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2024 AND 2023

Note 1—Nature of operations

The Kentucky Association of Counties Unemployment Compensation Self-Insurance Fund (the "Fund") was
organized as a nonprofit fund by the Kentucky Association of Counties ("KACo"). The Fund was established as a
service to KACo members and their related agencies who elect coverage ("Members") under the Kentucky
Unemployment Compensation Amendments of 1976 and KRS 341.277. These statutes provide that governmental
entities, in lieu of making contributions to the Kentucky Unemployment Compensation Fund, can elect to
reimburse the Commonwealth of Kentucky (the "Commonwealth") for all benefits paid to workers for compensable
weeks of unemployment. Each member is jointly and severally liable for reimbursing the Commonwealth in an
amount equal to the quarterly benefits paid that are attributable to services performed in the employ of any or all
members of the Fund.

The Members pay annual premiums to the Fund based upon premium rates determined by an actuary and
approved by the Board of Trustees. Benefits paid by the Commonwealth are reimbursed by the Fund and charged
to each member's account. The Bylaws provide that each member is responsible for all benefits paid to its
employees, and each can be required to make additional premium payments to the Fund if a member has a
deficient equity balance. Thus, the Fund assumes no liability for member deficit balances, as it operates as a pool
of self-insured members rather than as a group self-insurer. As of June 30, 2024 and 2023, participation in the
Fund included 483 and 480 members, respectively.

Note 2—Summary of significant accounting policies

These financial statements have been prepared in accordance with accounting principles generally accepted in
the United States of America (“U.S. GAAP”) and the significant accounting policies adopted by the Company are
as follows:

Basis of Presentation — The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with U.S. GAAP. The Accounting Standards Codification ("ASC") as produced by the
Financial Accounting Standards Board ("FASB") is the sole source of authoritative accounting technical literature.

Use of Estimates — Management uses estimates and assumptions in preparing these financial statements in
accordance with U.S. GAAP. Those estimates and assumptions affect the reported amounts of assets and
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Premium Receivables — Members premium revenues are billed on a calendar year basis. A discount is applied to
premiums paid timely based on management's discretion.

Expected Credit Losses — The allowance for credit losses is based on the Fund’s assessment of the collectability
of premiums receivables. In accordance with ASC Topic 326, Financial Instruments — Credit Losses, the Company
makes ongoing estimates relating to the collectability of accounts receivable, net and records an allowance for
estimated losses expected from the inability of the members to make required payments. The Fund establishes
expected credit losses by evaluating historical levels of credit losses, current economic conditions that may affect
a member’s ability to pay, and creditworthiness of significant members. Premiums receivable are written off when
there is no reasonable expectation of recovery. These inputs are used to determine a range of expected credit
losses and an allowance is recorded within the range. Based on the information available, the Company considers
the allowance for expected credit losses to be de minimis, at June 30, 2024 and 2023.



KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2024 AND 2023

Note 2—Summary of significant accounting policies (continued)

Cash and Cash Equivalents — The Fund considers all highly liquid investments with a maturity when purchased of
three months or less not restricted for a specific purpose, to be cash equivalents. The Fund maintains its cash and
cash equivalents on deposit with financial institutions in the United States. The Federal Deposit Insurance
Corporation covers $250,000 for substantially all depository accounts. The Fund typically maintains balances in
excess of insurance limits. As of June 30, 2024 and 2023, the uninsured balances are approximately $228,000
and $508,000, respectively.

Marketable Securities — The Fund accounts for investments in accordance with U.S. GAAP. Under this guidance,
investments in marketable securities with readily determinable fair values and all investments in debt and equity
securities are reported at their fair values in the statements of financial position. Net realized and unrealized gains
and losses are recognized in the statements of revenues, expenses and changes in members' equity.

The Fund has significant investments in U.S. governmental agency and mortgage-backed securities, corporate
bonds and notes, and equity securities. Investment securities are exposed to various risks, such as interest rate,
market and credit risks. Because of the level of risk associated with certain investment securities, it is at least
reasonably possible that changes in values of investment securities will occur in the near term and that such
changes could materially affect the amounts reported in the balance sheet. Cost basis is determined on historical
purchase price.

Unemployment Compensation Benefits Payable — The liability payable to the Commonwealth represents the
actual benefits paid by the Commonwealth for the quarters ended June 30, 2024 and 2023. The liability for
unemployment benefits payable to the Commonwealth represents quarterly benefits paid by the Commonwealth
during the year that were reimbursed by the Fund subsequent to year-end. The Fund does not recognize any
liability for future benefits that may become payable relating to unemployment prior to year-end since each
member is ultimately liable for benefits paid to its employees.

Premium Revenue — Members premium revenues are recognized on a pro-rata basis over the coverage period,
which is typically the calendar year. Premiums billed related to the unexpired portion of policies in force at the
balance sheet date are recorded as deferred revenue on the balance sheets.

Interest Income — Interest income is accrued as earned.

Income Taxes — The fund is exempt from income taxes under section 115 of the Internal Revenue Code, which
pertains to instrumentalities of state and governments. However, income from certain activities not directly related
to the Fund's tax-exempt purpose may be subject to taxation as unrelated business income.

As of June 30, 2024, and 2023, the fund did not have any accrued interest or penalties related to income tax
liabilities, and no interest or penalties have been charged to operations for the years then ended.

Fair Value Measurements — The Fund applies U.S. GAAP for fair value measurements of financial assets that are
recognized or disclosed at fair value in the financial statements on a recurring basis. U.S. GAAP defines fair value
as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. U.S. GAAP also establishes a framework for measuring fair value
and expands disclosures about fair value measurements.

Accounting Standards Update — In June 2016, FASB issued Accounting Standards Update ("ASU") 2016-13,
Financial Instruments — Credit Losses (Topic 326) and subsequently related amendments (ASU 2018-19,
ASU 2019-04, ASU 2019-05, ASU 2019-10, ASU 2019-11, and ASU 2022-02). This guidance replaces the
existing incurred loss impairment guidance and establishes a single allowance framework for financial assets
carried at amortized cost based on expected credit losses. The estimate of expected credit losses requires the
incorporation of historical information, current conditions, and reasonable and supportable forecasts. The Fund
adopted this new accounting standard effective July 1, 2023, and all of the related amendments using the modified
retrospective method, with an immaterial impact on the Fund’s financial statements.
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KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2024 AND 2023

Note 2—Summary of significant accounting policies (continued)

Subsequent Events — Management has evaluated all events or transactions that occurred after June 30, 2024
through December 2, 2024, the date on which these financial statements were available to be issued and
determined there were no events that occurred that require disclosure. No subsequent events occurring after this
date have been evaluated for inclusion in these financial statements.

Note 3—Cash and cash equivalents

Cash and cash equivalents at June 30, 2024 and 2023 are comprised of the following:

2024 2023
Checking account $ 725,016 $ 1,005,627
Money market funds 2,785 133,027
$ 727,801 $ 1,138,654

Note 4—Investments

Investments held in trust by Central Bank & Trust Company at June 30, 2024 and 2023 consisted of the following:

2024 2023

U.S. governmental agency and mortgage-backed securities
Federal national mortgage association $ 5,283,132 $ 5,006,637
U.S. treasury notes 2,154,464 2,682,277
Federal Home Loan Mortgage Gold Pool 7,073 7,852
7,444,669 7,696,766
Corporate bonds and notes 2,849,112 2,034,443
Municipal bonds 250,000 250,000
Common stocks 2,462,205 2,296,253
Total investments $ 13,005,986 $ 12,277,462

The aggregate fair value of annual maturities of U.S. governmental agency and mortgage-backed securities,
municipal and corporate bonds, and notes at June 30, 2024, based on stated maturity dates are as follows:

Bonds: Cost Fair Value

Due in one year or less $ 834,554 $ 834,974
Due after one year through five years 2,845,519 2,727,719
Due after five years through ten years 1,658,584 1,517,979
Due after ten years 6,175,313 5,463,109

$ 11,513,970 $ 10,543,781




KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2024 AND 2023

Note 4—Investments (continued)

Unrealized gain or loss by investment type as of June 30, 2024 and 2023 is as follows:

U.S. governmental agency and

Federal National Mortgage Association
U.S. treasury notes
Federal Home Loan Mortgage Gold Pool

Corporate bonds and notes
Municipal bonds
Common stocks

Total investments

U.S. governmental agency and

Federal National Mortgage Association
U.S. treasury notes
Federal Home Loan Mortgage Gold Pool

Corporate bonds and notes
Municipal bonds
Common stocks

Total investments

Investment income consisted of the following:

Interest and other investment income
Net gain (loss) on sale of investments
Change in unrealized gains (losses) on investments

Less investment management fees

Unrealized Gain (Loss) by Investment Type
as of June 30, 2024

Unrealized

Cost Gain (Loss) Fair Value
5,979,846 $ (747,789) $ 5,232,057
2,222,160 (67,695) 2,154,465
7,841 (768) 7,073
8,209,847 (816,252) 7,393,595
3,054,123 (153,937) 2,900,186
250,000 - 250,000
1,946,162 516,043 2,462,205
13,460,132 $ (454,146) $ 13,005,986

Unrealized Gain (Loss) by Investment Type
as of June 30, 2023

Unrealized
Cost Gain (Loss) Fair Value
5,679,904 $ (673,266) $ 5,006,637
2,805,660 (123,384) 2,682,277
8,550 (698) 7,852
8,494,114 (797,348) 7,696,766
2,249,765 (215,322) 2,034,443
250,000 - 250,000
1,936,156 360,097 2,296,253
12,930,035 $ (652,573) $ 12,277,462
2024 2023

$ 429,695 $ 369,059

1,289 (4,445)

201,057 (210,917)
632,041 153,697

(37,597) (32,413)
$ 594,444 $ 121,284




KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2024 AND 2023

Note 5—Fair value measurements

Under FASB ASC 820, Fair Value Measurement, the fair value of a financial asset or liability is defined using an
exit price definition. It is the amount that would be received to sell the asset or the amount that would be paid to
transfer a liability in an orderly transaction between market participants at the measurement date.

ASC 820 establishes a fair value hierarchy for inputs used in measuring fair value that maximizes the use of
observable inputs and minimizes the use of unobservable inputs by requiring the most observable inputs be
used when available. The fair value hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (Level 1), based on market data obtained from sources independent of
CBIC Amigo SP, and the lowest priority to unobservable inputs (Level 3). The three levels of fair value hierarchy
are described below:

Level 1 — Valuation is based upon quoted prices for identical instruments traded in active markets, as well as
one U.S. Treasury securities whose value is set by government statute.

Level 2 — Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for
identical or similar instruments in markets that are not active, and model-based valuation techniques for which
all significant assumptions are observable in the market.

Level 3 —Valuation is based upon valuation techniques that use significant inputs that are unobservable or are
generated from model-based techniques that use significant assumptions not observable in the market.

Following is a description of the valuation methodologies for assets measured at fair value. There have been no
changes in methodologies used at June 30, 2024 and 2023.

The Fund's Level 1 investments include equity securities that are traded in an active exchange market, as well as
one U.S. Treasury securities whose value is set by government statute.

The Funds' Level 2 investments include fixed maturities with quoted prices that are traded less frequently than
exchange-traded instruments or instruments whose value is determined using a pricing model with inputs that are
observable in the market or can be derived principally from or corroborated by observable market data. This
category generally includes fixed maturities where fair values are obtained from a nationally recognized,
third-party pricing service.

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, while the Fund believes its valuation methods are appropriate
and consistent with other market participants, the use of different methodologies or assumptions to determine the
fair value of certain financial instruments could result in a different fair value measurement at the reporting date.

The following is a summary of the Fund's financial assets that are accounted for at fair value on a recurring basis
by level in accordance with the fair value hierarchy described above:

Investments at Fair Value as of June 30, 2024

Level 1 Level 2 Level 3 Total
Common stock $ 2,462,205 $ - $ - $ 2,462,205
U.S treasury notes 2,154,464 - - 2,154,464
Government bonds - 5,290,205 - 5,290,205
Corporate and municipal bonds - 3,099,112 - 3,099,112
$ 4,616,669 $ 8,389,317 $ - $ 13,005,986
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KACO UNEMPLOYMENT COMPENSATION SELF-INSURANCE FUND
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2024 AND 2023

Note 5—Fair value measurements (continued)

Investments at Fair Value as of June 30, 2023

Level 1 Level 2 Level 3 Total
Common stock $ 2,296,253 $ - $ - $ 2,296,253
U.S treasury notes 2,682,276 - - 2,682,276
Government bonds - 5,014,490 - 5,014,490
Corporate and municipal bonds - 2,284,443 - 2,284,443
$ 4,978,529 $ 7,298,933 $ - $ 12,277,462

Investments are recorded at fair value on a recurring basis. Fair value measurement is based upon quoted prices
of like or similar securities, if available and these securities are classified as Level 1 or Level 2. If quoted prices are
not available, fair values are measured using independent pricing models or other model-based valuation
techniques such as the present value of future cash flows, adjusted for the security's credit rating, prepayment
assumptions and other factors such as credit loss assumptions and are classified as Level 3.

The Company holds no Level 3 financial instruments at for the years ended June 30, 2024 and 2023.
Note 6—Members' equity

Members’ equity consists of separate accounts maintained for each member. Each member's equity balance is
increased by its contributions and allocated share of investment income and other revenues, decreased by
unemployment compensation benefits paid on its behalf, dividends distributed and the allocated share of other
expenses. There were no dividends paid to members or assessments charged during the years ended June 30,
2024 and 2023.

At June 30, 2024 and 2023, members' equity consisted of the following:

2024 2023
Members with equity $ 14,140,989 $ 13,983,657
Members with a deficit (520,567) (762,909)

$ 13,620,422 $ 13,220,748

Note 7—Related party transactions

The Fund has a Program Administration Agreement whereby the Fund paid a set fee of $97,985 and $86,188 per
quarter for the years ended June 30, 2024 and 2023, respectively, to KACo to provide management and
administrative services for the Fund. The total fee is adjusted annually based upon the actual allocation of
expenses covered by the agreement. For the years ended June 30, 2024 and 2023, expenses for the Fund were
$341,587 and $336,360, respectively. The excess payments of $50,353 and $55,580 for the years ended June 30,
2024 and 2023, respectively, are utilized to reduce the Fund's future payments to KACo and is included in prepaid
expenses on June 30, 2024 and 2023 balance sheets. An additional management fee of $232,200 and $221,500
was paid to KACo for the years ended June 30, 2024 and 2023, respectively.

The Fund has a licensing agreement with KACo that requires the Fund to pay an annual royalty to KACo in return
for the use of KACo's name and logo. The Fund paid royalties of $1,000 for each of the years ended June 30, 2024
and 2023.

Included in fixed maturity investments is a KACo bond with a carrying amount of $250,000 as of June 30, 2024 and
2023. The KACo bond accrues interest at 1.57% per annum and matures at February 1, 2040.
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