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Independent Accountant’s Report on 
Applying Agreed-Upon Procedures 

 
 
 

Board of Trustees and Management 
University of Kentucky 
Lexington, Kentucky 

and 
Board of Directors and Management 
Kentucky Medical Services Foundation, Inc. 
Lexington, Kentucky 
 
 
We have performed the procedures enumerated in Attachment A to this report on assessing compliance 
with certain elements within Sections 5, 6, 7, 8, 9, 10, 11, 18, 19, and 23 of the agreement dated July 1, 
2022 (Agreement), between the board of trustees of the University of Kentucky (UK) and Kentucky 
Medical Services Foundation, Inc. (KMSF) as of and for the year ended June 30, 2023.  The 
management of KMSF is responsible for the aforementioned compliance elements. 

UK has agreed to and acknowledged that the procedures performed are appropriate to meet the intended 
purpose of assessing compliance with certain elements of the Agreement as of and for the year ended 
June 30, 2023.  This report may not be suitable for any other purpose.  The procedures performed may 
not address all the items of interest to a user of this report and may not meet the needs of all users of this 
report and, as such, users are responsible for determining whether the procedures performed are 
appropriate for their purposes. 

The procedures and the associated findings are described in Attachment A to this report. 

We were engaged by UK to perform this agreed-upon procedures engagement and conducted our 
engagement in accordance with attestation standards established by the American Institute of Certified 
Public Accountants.  We were not engaged to, and did not, conduct an examination or review 
engagement, the objective of which would be the expression of an opinion or conclusion, respectively, on 
compliance with the aforementioned compliance elements of the Agreement.  Accordingly, we do not 
express such an opinion or conclusion.  Had we performed additional procedures, other matters might 
have come to our attention that would have been reported to you. 

We are required to be independent of KMSF and to meet our other ethical responsibilities, in accordance 
with the relevant ethical requirements related to our agreed-upon procedures engagement. 

This report is intended solely for the information and use of the specified parties listed above and is not 
intended to be, and should not be, used by anyone other than these specified parties. 

 

Louisville, Kentucky 
November 17, 2023 
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Section 5 – Payments to University of Kentucky 

1. We obtained a summary of the monthly deposits to the KMSF central business office and agreed 
the total deposits to the approved amount for the contract year ended June 30, 2023. 

2. We obtained the two quarterly calculations and noted there was not a deficit in any calendar 
quarter. 

Section 6 – Reimbursement of KMSF 

3. We obtained summary documentation of actual property management costs for the year ended 
June 30, 2023, and compared those costs to the negotiated rates paid by UK as discussed in 
Item 6G of the Agreement.  We noted a formal lease arrangement between UK and KMSF 
PR: 8409, that included the negotiated rate for the year ended June 30, 2023; the negotiated rate 
was $10.00 per square foot, while the actual costs were $10.18 per square foot. 

4. We agreed the actual property management costs summary worksheet totals of $1,377,311 to 
the recorded general ledger balances, without exception. 

5. We selected a sample of five items (document numbers:  1000087774, 1900738358, 
1900752188, 1000084356 and 1900744271) from the general ledger and compared those items 
to supporting documentation, such as an invoice or journal vouchers, agreeing all items, without 
exception.   

Section 7 – Cost Settlement 

6. We obtained documentation of the mutual Agreement and calculation between KMSF and UK for 
the cost-sharing arrangement for the year ended June 30, 2023.  As noted in the Agreement, 
costs are shared between KMSF and UK.  
 

7. We obtained the calculations for the cost-sharing arrangement for the operation of the UK Health 
Care Plans, specifically the UKHMO, for the year ended June 30, 2023, and noted that total 
expenses were shared 50% between UK and KMSF, respectively, and ambulance claims were 
shared 56% and 44%, between UK and KMSF, respectively, for the year ended June 30, 2023.  
We viewed calculations for all costs allocated for the year ended June 30, 2023.  We noted that 
there was no memorandum of understanding regarding the cost-sharing percentages discussed 
above.  We noted Administrative Expenses for UKHMO stayed at UK; as a result, the total 
UKHMO Revenue flowing through Operations was enough to cover the UKHMO Costs in 
FY23.  No reimbursement from UK was needed.  We viewed detail of the costs incurred and 
remittance advices for the twelve payments made for the year ended June 30, 2023, and noted 
the total costs incurred by KMSF were $15,780,486 and the total reimbursed by UK was 
$15,780,486.  Further, KMSF management stated that there was no cost sharing for certain 
marketing efforts nor payments to UK for services rendered to clinical departments or units of the 
College of Medicine by members of practice plans of the Colleges of Health Sciences, Dentistry, 
Nursing or Pharmacy, as detailed in Section 7, Item A, of the Agreement, during the year ended 
June 30, 2023.   

Section 8 – Academic Enrichment Fund 

8. We obtained a summary of the monthly clinical income deposited into the Dean’s Academic 
Enrichment Fund and noted $1,833,333 was deposited monthly.  
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9. We obtained the monthly calculation for the 1% of each department’s monthly expenses and 
noted the amounts were transferred to the Dean’s Academic Enrichment Fund account and noted 
that 1% of the actual clinical income was deposited monthly for the fiscal year ended June 30, 
2023. 

Section 9 – Particular Covenants of KMSF 

10. We inquired of KMSF management, who represented that the articles of incorporation were not 
amended, nor bylaws of KMSF adopted or other operating practices adopted that would have 
effectively altered the character of KMSF during the year ended June 30, 2023. 

11. We inquired of KMSF management who represented that KMSF has not engaged in the practice 
of medicine, solicited, administered, received, or accepted any gift, grant, devise or bequest with 
or from any governmental unit, entity or subdivision or any person, corporation, partnership, 
association or other entity whatsoever unless permitted by the Agreement during the year ended 
June 30, 2023. 

12. We inquired of KMSF management who represented that KMSF did not merge with any 
corporation or convey any substantial portion of its assets to another entity, except as permitted 
by the Agreement, during the year ended June 30, 2023. 

Section 10 – Membership and Benefits 

13. We obtained a listing of all UK faculty in a clinical department or unit, which KMSF management 
has represented is complete and all-inclusive.  We selected 25 employees and agreed that each 
of these individuals had a corresponding complete, signed practice Agreement between the 
employee, UK and KMSF. 
 

14. We inquired of KMSF management who represented that KMSF has not billed, collected or 
administered any item of income for any person or entity that does not hold membership in the 
practice plan during the year ended June 30, 2023, except for clients approved by UK. 
 

15. We obtained a listing of all voting board members of KMSF, which KMSF management 
represented is complete and all-inclusive for the year ended June 30, 2023.  We agreed that all 
members listed on the board of KMSF were listed as members of the practice plan, with the 
exception of four nonvoting, advisory members who are not practice plan members, which KMSF 
represented is approved in the KMSF bylaws. 

16. We inquired of KMSF management who represented that billing and collections on behalf of UK, 
for instances which are covered under Section 10, Item D of the Agreement, occurred during the 
year ended June 30, 2023.  We noted three unified billing arrangements with the UK College of 
Health Sciences, UK College of Nursing and Kentucky Department of Labor, Office of Workers’ 
Claims, which are covered under Section 10, Item D of the Agreement.  The total revenue under 
the unified billing arrangements was $3,201,392, $587,705 and $68,125 for the year ended June 
30, 2023, respectively, for the previously mentioned organizations.  We noted that each of the 
unified billing arrangements were reviewed and signed by UK legal counsel, except for the 
College of Nursing and College of Health Sciences arrangements, which were prepared by the 
UK legal department and signed by the UK Executive Vice President for Health Affairs.  
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17. We inquired of KMSF management who represented that KMSF assumes responsibility for the 
costs of drugs and supplies used in patient care programs and clinics.  We also inquired and 
KMSF management represented that KMSF billed, collected and deposited in KMSF accounts all 
revenues for these nonancillary items for the year ended June 30, 2023. 

18. We inquired of KMSF management who represented that the Practice Agreements and 
Assignments were strictly enforced during the year ended June 30, 2023.  KMSF management 
also represented that if any individual failed or refused to abide thereby, he or she would be 
promptly reported to UK, none of which occurred during the year ended June 30, 2023. 

Section 11 – Personnel 

19. We obtained a listing of the names and job titles of each employee employed under Section 11, 
Item A, of the Agreement from KMSF management, who represented that this listing was 
complete and all-inclusive.  
 

20. We inquired of KMSF staff as to whether they employed any other persons, other than described 
in Section 11, Item A, to perform services in UK patient care or college programs, for the year 
ended June 30, 2023.  KMSF’s management represented that no employees other than those 
described in Section 11, Item A, of the Agreement were employed.  Therefore, no approval listing 
of employment by the Executive Vice President for Health Affairs and the Dean of the College of 
Medicine was obtained.  We also inquired of KMSF staff as to whether any revenue cycle and 
related staff were transferred to UK during the year ended June 30, 2023, as noted in Section 11, 
Item C.  KMSF’s management represented that no employees were transferred to UK during the 
year.      

Section 18 – Provision of Professional Liability Insurance 

21. We inquired of KMSF management, who represented that KMSF was required by the Medical 
Malpractice Claims Committee to deposit funds into a separate bank account within KMSF for the 
physicians’ pro rata share of malpractice claims.  

22. We obtained the Central Bank KMSF malpractice account reconciliation and account summary, 
noting the account balance was a total of $29,722,764 for the physicians’ share of the malpractice 
contributions and assessments for the year ended June 30, 2023.  We noted that KMSF paid 
both assessment and contributions of the pro rata share of the malpractice contributions during 
the year ended June 30, 2023. 

Section 19 – Administration of Departmental Funds 

23. We inquired of KMSF management, who represented that KMSF did not maintain a separate 
account for funds held by KMSF for each of the departments as noted in Section 19 Item A of the 
contract for the fiscal year of 2023. 

Section 23 – Additional Activities 

24. We inquired of KMSF management, who represented that KMSF has not provided or engaged in 
the practice of medicine or duplicated other activities of the UK HealthCare Hospital System 
during the year ended June 30, 2023. 
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