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Comparison of Funded Ratio
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• Comparison of funded ratio to 
other statewide retirement 
systems (excluding public safety 
and firefighter systems).

• Funded ratio percentiles
– 25th Percentile:  65% 

– 50th Percentile:  74%

– 75th Percentile:  86% 

Source:  GRS prepared information from Public Plan Database downloaded 
in August 2019.  N = 97.

KERS Non-Haz

CERS Non-Haz
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Fiscal Year 2020 Highlights
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Pension - Investment Update 6/30/20

Net of Fees Rates of Return

Market Value
(in $millions) 1 Year 3 Years 5 Years 10 Years 20 Years 30 Years

KERS 

Non-Hazardous
$2,317.5 2.36% 5.17% 5.31% 7.26% 5.17% 7.82%

Plan Index 1.07% 4.76% 5.33% 7.47% 5.14% 7.75%

KERS 

Hazardous
$693.9 0.95% 5.06% 5.58% 7.36% 5.22% 7.85%

Plan Index 0.51% 4.85% 5.41% 7.53% 5.17% 7.77%

CERS

Non-Hazardous
$7,048.7 0.84% 5.07% 5.60% 7.37% 5.22% 7.86%

Plan Index 0.51% 4.85% 5.41% 7.53% 5.17% 7.77%

CERS

Hazardous
$2,377.4 0.71% 5.04% 5.60% 7.36% 5.22% 7.86%

Plan Index 0.51% 4.85% 5.41% 7.53% 5.17% 7.77%

SPRS $286.7 2.21% 5.17% 5.21% 7.17% 5.12% 7.79%

Plan Index 1.07% 4.83% 5.28% 7.46% 5.13% 7.74%
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Insurance - Investment Update 6/30/20

Net of Fees Rates of Return

Market Value
(in $millions) 1 Year 3 Years 5 Years 10 Years 20 Years 30 Years

KERS 

Non-Hazardous
$990.1 0.97% 4.59% 5.31% 7.20% 4.54% 7.15%

Plan Index 0.24% 4.80% 5.45% 8.09% 4.77% 7.36%

KERS 

Hazardous
$513.9 0.20% 4.84% 5.51% 7.42% 4.64% 7.22%

Plan Index 0.24% 4.86% 5.49% 8.12% 4.79% 7.38%

CERS

Non-Hazardous
$2,481.8 0.36% 5.04% 5.66% 7.50% 4.68% 7.25%

Plan Index 0.24% 4.85% 5.50% 8.13% 4.79% 7.38%

CERS

Hazardous
$1,300.2 0.26% 5.06% 5.70% 7.52% 4.69% 7.25%

Plan Index 0.24% 4.85% 5.50% 8.14% 4.79% 7.38%

SPRS $199.0 0.65% 5.18% 5.76% 7.55% 4.70% 7.26%

Plan Index 0.24% 4.85% 5.50% 8.14% 4.80% 7.38%
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Pension Fund Contribution Report

(KERS Non Hazardous, KERS Hazardous & SPRS)

June 30, 2020 (compared to June 30, 2019)
($ in millions)

Contributions FY19 FY20 FY19 FY20 FY19 FY20

Member Contributions $99.7 $96.6 $18.0 $19.8 $5.2 $4.8

Employer Contributions 1,035.5 948.6 55.3 59.1 60.0 59.4

Net Investment Income 32.5 38.7 11.4 13.3 4.9 5.3

Contribution Inflows $1,167.7 1,083.9 84.7 92.2 70.1 69.5

Benefit Payments/Refunds 1,000.7 1,011.4 72.2 75.0 61.1 62.5

Administrative Expenses 11.7 11.9 1.1 1.2 0.2 0.3

Contribution Outflows 1,012.4 1,023.3 73.3 76.2 61.3 62.8

NET Contributions 155.3 60.6 11.4 16.0 8.8 6.7

Realized and Unrealized Gain/(Loss) 82.4 15.0 25.3 (6.5) 10.0 1.1

Change in Net Position 237.7 75.6 36.7 9.5 18.8 7.8

Beginning of Period 2,048.9 2,286.6 651.2 687.9 268.4 287.2

End of Period $2,286.6 $2,362.2 $687.9 $697.4 $287.2 $295.0
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Pension Fund Contribution Report

(CERS-Non Hazardous and CERS-Hazardous)

June 30, 2020 (compared to June 30, 2019)
($ in millions)

Contributions FY19 FY20 FY19 FY20

Member Contributions $170.9 $169.0 $61.1 $63.2

Employer Contributions 393.4 475.4 138.1 168.4

Net Investment Income 119.8 133.9 40.7 46.4

Contribution Inflows 684.1 778.3 239.9 278.0

Benefit Payments/Refunds 780.6 810.9 261.9 279.6

Administrative Expenses 21.7 22.3 1.7 2.0

Contribution Outflows 802.3 833.2 263.6 281.6

NET Contributions (118.2) (54.9) (23.7) (3.6)

Realized and Unrealized Gain/(Loss) 274.8 (77.2) 92.2 (30.4)

Change in Net Position 156.6 (132.1) 68.5 (34.0)

Beginning of Period 7,086.3 7,242.9 2,361.1 2,429.6

End of Period $7,242.9 7,110.8 $2,429.6 $2,395.6
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CASH FLOW – Insurance Fund 

(KERS Non-Haz, KERS Haz & SPRS)

June 30, 2020 (compared to June 30, 2019)
($ in millions)

Contributions FY19 FY20 FY19 FY20 FY19 FY20

Employer Contributions $175.0 $170.5 $3.7 $4.5 $13.3 $13.1

Insurance Premiums 3.3 0.2 0.2 - 0.1 -

Retired Reemployed Healthcare 4.0 4.5 1.2 1.3 - -

Health Insurance Contributions (HB1) - 6.1 - 1.1 - 0.2

Net Investment Income 16.6 18.9 8.9 9.9 3.2 3.7

Contribution Inflow 198.9 200.2 14.0 16.8 16.6 17.0

Healthcare Premiums 129.2 126.7 19.4 19.8 14.0 14.2

Administrative Expenses 0.9 0.8 0.1 0.1 0.1 0.1

Contribution Outflow 130.1 127.5 19.5 19.9 14.1 14.3

NET Contributions 68.8 72.7 (5.4) (3.1) 2.6 2.7

Realized and Unrealized Gain/(Loss) 26.5 (8.3) 19.1 (9.3) 7.6 (2.6)

Change in Net Position 95.3 64.4 13.7 (12.4) 10.1 0.1

Beginning of Period 846.8 942.1 513.4 527.1 190.0 200.1

Ending of Period $942.1 $1,006.5 $527.1 $514.7 $200.1 $200.2
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Insurance Fund Contribution Report

(CERS Non Hazardous and CERS Hazardous)

June 30, 2020 (compared to June 30, 2019)
(in $millions)

Contributions FY19 FY20 FY19 FY20

Employer Contributions $135.6 $124.7 $61.1 $56.7

Insurance Premiums 4.2 0.6 0.4 -

Retired Reemployed Healthcare 4.1 4.5 1.2 1.2

Health Insurance Contributions (HB1) - 13.0 - 2.7

Net Investment Income 41.6 47.7 21.9 25.0

Contribution Inflows 185.5 190.5 84.6 85.6

Healthcare Premiums 137.0 139.0 78.3 82.1

Administrative Expenses 0.9 0.9 0.4 0.4

Contribution Outflows 137.9 139.9 78.7 82.5

NET Contributions 47.6 50.6 5.8 3.1

Realized and Unrealized Gain/(Loss) 92.0 (39.0) 50.6 (22.8)

Change in Net Position 139.6 11.6 56.5 (19.7)

Beginning of Period 2,346.8 2,486.4 1,268.3 1,324.8

End of Period $2,486.4 $2,498.0 $1,324.8 $1,305.1
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Key FY 2020 Cash Flow Takeaways

 Only two plans were cash flow stressed. Caused by the contribution phase in.

► KERS Non Haz pension employer contributions declined from $1,035.5 mil to $948.6 mil

► FY 2019 had a state supplemental contribution of $75 mil

Plan
Net Contribution $mil (w/o 

Inv. Income) 

Net Activity $mil (w/inv. 

Income)

CERS Non Haz Pension ($188.8 mil) ($54.9 mil)

CERS Haz Pension ($49.9 mil) ($3.6 mil)

18



Risk Management

 Asset Allocation Policy and Structure

 Modeling

 Manager Risk

 Selection Due Diligence

 Ongoing Monitoring

 Asset/Liabilities Studies

 Stress Testing

 Deterministic

 Stochastic
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Three LRC Scenarios

(Assume FY 2020 Actual Performance)

 Positive Markets

 FY 2021 and beyond 5.25%/6.25%

 Flat Market

 FY 2021 0.0%

 FY 2022 and beyond 5.25%/6.25%

 Negative Market

 FY 2021 -5.25%/-6.5%

 FY 2022 and beyond 5.25%/6.25%

20



Sensitivity and Stress Test Highlights

KERS Non Haz

 Both the sensitivity analysis and the stress test modeling indicate contributions and 
funded status are not severely impacted (either positively or negatively) by investment 
results and payroll growth in the near term. Longer-term effects are more pronounced. 

Sensitivity Study:

 For investment returns the asset base is so small relative to the liabilities and 
contribution rates are already very high.  A 4.25% interest rate vs. 5.25% results in a 1.5% 
decline in the funded status and a $78 mil increase in the FY 22 ARC

 For payroll growth, a 1.0% decline will result in FY 22 contribution being $112 mil higher.
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Stress Testing

KERS NH

FY 2020 FY 2022 FY 2040

Contributions

Current 85.3% 85.0% 82.6%

Contributions $1,212 mil $1,199 mil $1,134 mil

Market Neg. $1,214 mil $1,211 mil $1,183 mil

85.8% 82.6%

Funded Status

Current 17.6% 20.4% 54.6%

Market Neg. 17.5% 19.1% 53.9%

CERS NH

FY 2020 FY 2022 FY 2040

Contributions

Current 27.0% 27.7% 23.3%

Contributions $709 mil $761 mil $954 mil

Market Neg. $709 mil $835 mil $1,116 mil

27.0% 30.4% 27.9%

Funded Status

Current 54.0% 56.4% 78.0%

Market Neg. 53.5% 51.7% 75.9%
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KERS Non Hazardous Fund

2019 Sensitivity Analysis (Pension Fund ONLY)
Investment Return Assumption Payroll Growth Assumption

Statistic/Scenario
Decline 1%

4.25%
Current
5.25%

Increase 1%
6.25%

Decline 1%
-1.0%

Current
0.00%

Increase 1%
1.0%

Funding Level: 11.9% 13.4% 15.0% 13.4% 13.4% 13.4%

UL: $16.3 B $14.3 B $12.6 B $14.3 B $14.3 B $14.3 B

ARC* Change
($ dollars and % of pay)

↑78.1 $ M
↑ 5.4% of Pay

$1,053.5 M
73.3% of Pay

↓ $60.7 M
↓ 4.2% of Pay

↑ $112.3 M
↑ 7.8% of Pay

$1,053.5 M
73.3% ofPay

↓ $104.7 M
↓7.3% of Pay

* ARC calculated in the 2019 valuation is effective FY 20/21. The amounts shown above reflect the estimated dollar contribution required if all employers  

were to pay the actuarially determined contribution rate.

Scenario Analysis: Actuary Projected (Pension & Retiree Health Combined—ALL FUNDS)

Valuation Year 2020 2022 2025 2030 2040 20-YR Total ($)

Contribution Fiscal Year FYE2022 FYE2024 FYE2027 FYE2032 FYE2042 YR 100% Funded

CURRENT $1,212 M $1,199 M $1,181 M $1,161 M $1,134 M $23,343 M
2019 Valuation Projections 85.3% of Pay 85.0% of Pay 84.3% of Pay 83.5% of Pay 79.2% of Pay

17.6% Funded 20.4% Funded 24.9% Funded 32.3% Funded 54.6% Funded 2049
$15.9B UAL $15.5B UAL $14.6B UAL $12.8B UAL $7.6B UAL

POSITIVE Market Scenario $1,214 M $1,204 M $1,194 M $1,175 M $1,145 M $23,570 M
Updated 2019 Valuation with  

FY2020 Actual Performance

and

5.25% beyond

85.4% of Pay 85.3% of Pay 85.2% of Pay 84.4% of Pay 79.9% of Pay

17.5% Funded 20.0% Funded 24.2% Funded 31.7% Funded 54.5% Funded 2049
$15.9B UAL $15.6B UAL $14.8B UAL $13.0B UAL $7.6B UAL

FLAT Market Scenario $1,214 M $1,207 M $1,213 M $1,194 M $1,164 M $23,884 M
Updated 2019 Valuation w/

Actual (FY20), 0% (FY21), 
and  5.25% for FY22 and
beyond

85.4% of Pay 85.5% of Pay 86.6% of Pay 85.8% of Pay 81.3% of Pay

17.5% Funded 19.5% Funded 23.1% Funded 30.8% Funded 54.2% Funded 2049
$15.9B UAL $15.6B UAL $15.0B UAL $13.1B UAL $7.6B UAL

Negative Market Scenario $1,214 M $1,211 M $1,232 M $1,213 M $1,183 M $24,202 M
Updated 2019 Valuation w/  

Actual (FY20), -5.25%

(FY21),

and 5.25% for FY22 and beyond

85.4% of Pay 85.8% of Pay 87.9% of Pay 87.1% of Pay 82.6% of Pay

17.5% Funded 19.1% Funded 22.0% Funded 29.8% Funded 53.9% Funded 2049
$15.9B UAL $15.7B UAL $15.2B UAL $13.3B UAL $7.7B UAL

Note: All results based on the June 30, 2019 actuarial valuation and updated to reflect SB 249, which passed during the 2020 legislative session and  

set the amortization period to 30 years as of June 30, 2019 and to 20 years for all gains/losses incurred after June 30, 2019.
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Scenario Analysis (Continued): Actuary Projected (Pension & Retiree Health Combined—ALL FUNDS)

Valuation Year 2020 2022 2025 2030 2040 20-YR Total ($)

Contribution Fiscal Year FYE2022 FYE2024 FYE2027 FYE2032 FYE2042 YR 100% Funded

CURRENT $1,212 M $1,199 M $1,181 M $1,161 M $1,134 M $23,343 M
2019 Valuation Projections 85.3% of Pay 85.0% of Pay 84.3% of Pay 83.5% of Pay 79.2% of Pay

17.6% Funded 20.4% Funded 24.9% Funded 32.3% Funded 54.6% Funded 2049
$15.9B UAL $15.5B UAL $14.6B UAL $12.8B UAL $7.6B UAL

One-Time Market Shock $1,214 M $1,213 M $1,247 M $1,228 M $1,198 M $24,449 M
Updated 2019 Valuation w/  

Actual (FY20), -10% (FY21),

and

5.25% for FY22 and beyond

85.4% of Pay 86.0% of Pay 89.0% of Pay 88.2% of Pay 83.7% of Pay

17.5% Funded 18.8% Funded 21.2% Funded 29.1% Funded 53.6% Funded 2049
$15.9B UAL $15.8B UAL $15.3B UAL $13.4B UAL $7.7B UAL

Market Shock with

Prolonged Low Returns
$1,214 M $1,213 M $1,270 M $1,304 M $1,439 M $26,223 M

Updated 2019 Valuation w/  

Actual (FY20), -10% (FY21),

and

2.00% for FY22 and beyond

85.4% of Pay 86.0% of Pay 90.7% of Pay 93.7% of Pay 100.5% of Pay

17.5% Funded 18.6% Funded 19.8% Funded 24.0% Funded 40.1% Funded N/A1

$15.9B UAL $15.8B UAL $15.6B UAL $14.4B UAL $10.0B UAL

1 Under the “Market Shock with Prolonged Low Returns” scenario, the fund is projected to earn a 2% annual return throughout the length of the  
projection period and is therefore expected to experience asset losses each year. Each asset loss will be amortized over a new 20-year period  
beginning in the year the loss is incurred and the fund is therefore never projected to be 100% funded.

Note: All results based on the June 30, 2019 actuarial valuation and updated to reflect SB 249, which passed during the 2020 legislative session and  

set the amortization period to 30 years as of June 30, 2019 and to 20 years for all gains/losses incurred after June 30, 2019.
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CERS Non Hazardous Fund

2019 Sensitivity Analysis (Pension Fund ONLY)
Investment Return Assumption Payroll Growth Assumption

Statistic/Scenario
Decline 1%

5.25%
Current
6.25%

Increase 1%
7.25%

Decline 1%
1.0%

Current
2.00%

Increase 1%
3.0%

Funding Level: 43.7% 49.1% 54.7% 49.1% 49.1% 49.1%

UL: $9.1 B $7.3 B $5.8 B $7.3 B $7.3 B $7.3 B

ARC* Change
($ dollars and % of pay)

↑ $115.8 M
↑ 4.6% of Pay

$600.5 M
23.8% of Pay

↓ $99.4 M
↓ 3.9% of Pay

↑ $54.0 M
↑ 2.1% of Pay

$600.5 M
23.8% of Pay

↓ $49.9 M
↓ 2.0% of Pay

* ARC calculated in the 2019 valuation is effective for FY 20/21. The amounts shown above reflect the estimated dollar contribution required if all employers  

were to pay the actuarially determined contribution.

Scenario Analysis: Actuary Projected (Pension & Retiree Health Combined—ALL FUNDS)

Valuation Year 2020 2022 2025 2030 2040 20-YR Total ($)

Contribution Fiscal Year FYE2022 FYE2024 FYE2027 FYE2032 FYE2042 YR 100% Funded

CURRENT $709 M $761 M $777 M $814 M $954 M $16,407 M
2019 Valuation Projections 27.0% of Pay 27.7% of Pay 26.6% of Pay 25.1% of Pay 23.3% of Pay

54.0% Funded 56.4% Funded 59.7% Funded 64.6% Funded 78.0% Funded 2049
$8.5B UAL $8.5B UAL $8.4B UAL $8.0B UAL $5.5B UAL

POSITIVE Market Scenario $709 M $791 M $827 M $869 M $993 M $17,401 M
Updated 2019 Valuation with  

FY2020 Actual Performance

and

6.25% beyond

27.0% of Pay 28.8% of Pay 28.3% of Pay 26.9% of Pay 24.2% of Pay

53.5% Funded 54.5% Funded 56.8% Funded 62.4% Funded 77.5% Funded 2049
$8.6B UAL $8.8B UAL $9.0B UAL $8.5B UAL $5.6B UAL

FLAT Market Scenario $709 M $813 M $884 M $932 M $ 1,055 M $18,492 M
Updated 2019 Valuation w/

Actual (FY20), 0% (FY21), 
and  6.25% for FY22 and
beyond

27.0% of Pay 29.6% of Pay 30.3% of Pay 28.8% of Pay 25.7% of Pay

53.5% Funded 53.1% Funded 53.5% Funded 59.7% Funded 76.7% Funded 2049
$8.6B UAL $9.1B UAL $9.7B UAL $9.1B UAL $5.8B UAL

Negative Market Scenario $709 M $835 M $940 M $994 M $1,116 M $19,579 M
Updated 2019 Valuation w/  

Actual (FY20), -6.25%

(FY21),

and 6.25% for FY22 and beyond

27.0% of Pay 30.4% of Pay 32.2% of Pay 30.7% of Pay 27.2% of Pay

53.5% Funded 51.7% Funded 50.2% Funded 57.0% Funded 75.9% Funded 2049
$8.6B UAL $9.4B UAL $10.4B UAL $9.7B UAL $6.0B UAL

Note: All results based on the June 30, 2019 actuarial valuation and updated to reflect SB 249, which passed during the 2020 legislative session and  

set the amortization period to 30 years as of June 30, 2019 and to 20 years for all gains/losses incurred after June 30, 2019.
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Scenario Analysis (Continued): Actuary Projected (Pension & Retiree Health Combined—ALL FUNDS)

Valuation Year 2020 2022 2025 2030 2040 20-YR Total ($)

Contribution Fiscal Year FYE2022 FYE2024 FYE2027 FYE2032 FYE2042 YR 100% Funded

CURRENT $709 M $761 M $777 M $814 M $954 M $16,407 M
2019 Valuation Projections 27.0% of Pay 27.7% of Pay 26.6% of Pay 25.1% of Pay 23.3% of Pay

54.0% Funded 56.4% Funded 59.7% Funded 64.6% Funded 78.0% Funded 2049
$8.5B UAL $8.5B UAL $8.4B UAL $8.0B UAL $5.5B UAL

One-Time Market Shock $709 M $848 M $974 M $1,031 M $1,154 M $20,228 M
Updated 2019 Valuation w/  

Actual (FY20), -10% (FY21),

and

6.25% for FY22 and beyond

27.0% of Pay 30.9% of Pay 33.4% of Pay 31.9% of Pay 28.2% of Pay

53.5% Funded 50.9% Funded 48.2% Funded 55.4% Funded 75.4% Funded 2049
$8.6B UAL $9.6B UAL $10.8B UAL $10.0B UAL $6.1B UAL

Market Shock with

Prolonged Low Returns
$709 M $854 M $1,041 M $1,276 M $1,850 M $25,315 M

Updated 2019 Valuation w/  

Actual (FY20), -10% (FY21),

and

2.00% for FY22 and beyond

27.0% of Pay 31.1% of Pay 35.6% of Pay 39.4% of Pay 45.2% of Pay

53.5% Funded 50.5% Funded 44.3% Funded 42.8% Funded 51.2% Funded N/A1

$8.6B UAL $9.6B UAL $11.6B UAL $12.9B UAL $12.2B UAL

1 Under the “Market Shock with Prolonged Low Returns” scenario, the fund is projected to earn a 2% annual return throughout the length of the  
projection period and is therefore expected to experience asset losses each year. Each asset loss will be amortized over a new 20-year period  
beginning in the year the loss is incurred and the fund is therefore never projected to be 100% funded.

Note: All results based on the June 30, 2019 actuarial valuation and updated to reflect SB 249, which passed during the 2020 legislative session and  

set the amortization period to 30 years as of June 30, 2019 and to 20 years for all gains/losses incurred after June 30, 2019.
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KRS 61.645 Update 
-aka KY SB2 (2017 RS)

KENTUCKY RETIREMENT SYSTEMS
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KRS 61.645 (effective March 10, 2017)
1

 61.645 Board of trustees -- Powers -- Members -- Executive director and other employees -- Appeals -
- Other duties -- Annual financial report -- Trustee education program -- Information made available
to public.

 (19) In order to improve public transparency regarding the administration of the systems, the board of
trustees shall adopt a best practices model by posting the following information to the retirement systems'
Web site and shall make available to the public:

 (l) All contracts or offering documents for services, goods, or property purchased or utilized by the systems

 (20) Notwithstanding the requirements of subsection (19) of this section, the retirement systems shall not be
required to furnish information that is protected under KRS 61.661, exempt under KRS 61.878, or that, if
disclosed, would compromise the retirement systems' ability to competitively invest in real estate or other
asset classes, except that no provision of this section or KRS 61.878 shall exclude disclosure and review of all
contracts, including investment contracts, by the board, the Auditor of Public Accounts, and the
Government Contract Review Committee established pursuant to KRS 45A.705 or the disclosure of
investment fees and commissions as provided by this section. If any public record contains material which is
not excepted under this section, the systems shall separate the excepted material by removal, segregation,
or redaction, and make the nonexcepted material available for examination.
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Statutory Protections and Exceptions

 KRS 61.661 Member's account confidential -- Release of certain information from accounts
of current or former legislators -- Response to subpoenas.

 (1) (a) Each current, former, or retired member's account shall be administered in a confidential
manner, and specific data regarding a current, former, or retired member shall not be released for
publication

 KRS 61.878 Certain public records exempted from inspection except on order of court --
Restriction of state employees to inspect personnel files prohibited.

 (1) The following public records are excluded from the application of KRS 61.870 to 61.884 and shall
be subject to inspection only upon order of a court of competent jurisdiction, except that no court
shall authorize the inspection by any party of any materials pertaining to civil litigation beyond that
which is provided by the Rules of Civil Procedure governing pretrial discovery:

 (c) 1. Upon and after July 15, 1992, records confidentially disclosed to an agency or required by an agency
to be disclosed to it, generally recognized as confidential or proprietary, which if openly disclosed would
permit an unfair commercial advantage to competitors of the entity that disclosed the records
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Information to be Redacted

 Information that, if disclosed, would compromise the retirement systems'

ability to competitively invest in real estate or other asset classes.

 Member's account information (not typically applicable in investment

contracts).

 Records confidentially disclosed to KRS or required by KRS to be disclosed

to it, generally recognized as confidential or proprietary, which if openly

disclosed would permit an unfair commercial advantage to competitors

of the entity that disclosed the records.
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Kentucky Retirement Systems’ Process
- after approval of investment made by Investment Committee and        
Board of Trustees

 KRS Gating Items Sent to Investment Manager - contains contractual language KRS requires
regarding jurisdiction, venue, indemnification provisions, confidentiality provisions, and
sovereign immunity. Also contains specific notification of the requirements of KRS 61.645(19)
and 61.645(20) regarding the posting of redacted contracts and certain fee information on
the website, notification of compliance requirements with the Investment Advisers Act of
1940, and the requirement that the investment manager complete and submit a Conflict of
Interest Statement and Statement of Disclosure and Placement Agent form.

 Manager is notified that no funding of the investment will be made until the parties reach
agreement on a redacted contract and it is posted to the website.

 Contract Negotiations initiated between internal legal staff2 and investment manager.
Internal legal staff works closely with CIO and investment staff regarding contractual issues.

 Upon successful completion of contract negotiations, internal legal staff works with the
investment manager on a redacted version of the contract. Investment Manager is given
an initial opportunity to submit requested redactions to KRS, but KRS has the final decision
on whether or not the redactions are acceptable and what will be posted to its website.
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Cost Savings to KRS with In-house Counsel

Outside Counsel 7/1/18-

6/30/19
 11 investment contracts reviewed and

negotiated, including side-letter agreement
negotiations and subscription agreements.

 3 non-disclosure agreements reviewed and
negotiated.

 Attorney response to audit letter prepared.

 Reviewed Most Favored Nations letter and
recommended which clauses to incorporate into
KRS’ agreements.

 General legal review, consultation and advice
regarding legislation and amendment to the
gating items documents.

 $161,030.33 paid. (Note: for FY 19/20 only
$17,560.00 was paid to outside legal counsel for
investment services already in progress when in-
house counsel started working with investments).

In-House Counsel 7/1/19-

6/30/20
 12 investment contracts reviewed and

negotiated, including side-letter agreement
negotiations and subscription agreements.

 4 non-disclosure agreements reviewed and
negotiated.

 Negotiated foreign tax guarantor agreement.

 Reviewed Most Favored Nations letter and
recommended which clauses to incorporate into
KRS’ agreements.

 General legal review, consultation and advice
regarding legislation affecting investments and
day to day operations.

 Legal representative at Investment Committee
meetings.

 Fees for services Included in Staff Attorney salary.
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Examples of KRS Contract Redactions

Manager Proposed Version Final Posted Version
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Examples of KRS Contract Redactions

Proposed Redacted Version Posted Version
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Examples of KRS Contract Redactions

Proposed Redacted Version Posted Version
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Examples of KRS Contract Redactions

Proposed Redacted Version Posted Version

36



Examples of KRS Contract Redactions

Proposed Redacted Version Posted Version
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