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November 7, 2024

Senator Stephen West, Co-Chair

Representative Derek Lewis, Co-Chair

¢/o Emily Caudill, Regulations Compiler
Administrative Regulation Review Subcommittee
Legislative Research Commission

Room 83, State Capitol Annex

Frankfort, KY 40601

Re: 101 KAR 2:086. Internship Interview Preference.
Dear Co-Chairs West and Lewis:

After discussions with Administrative Regulation Review Subcommittee staff of the issues raised
by 101 KAR 2:086, the Personnel Cabinet proposes the attached amendment to 101 KAR 2:086.

Sincerely,

RosemaryG. Holbrook
Executive Director
Office of Legal Services
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Final, 10-28-2024
SUGGESTED SUBSTITUTE
PERSONNEL CABINET
101 KAR 2:086. Internship interview preference.

RELATES TO: KRS 18A.030, 18A.032, 18A.110

STATUTORY AUTHORITY: KRS 18A.110

NECESSITY, FUNCTION, AND CONFORMITY: KRS 18A.030(2) requires [directs-Jthe secretary of the
Personnel Cabinet to establish general procedures for personnel recruitment, for certification, and for
improving the efficiency of employed personnel. KRS 18A.110 requires the secretary to promulgate
administrative regulations for the classified service hiring and selection process, to include (1)(a)
applications and examinations, (1)(b) certification and selection of eligibles, (1)(f) registers, and (7)(j)
other administrative regulations not inconsistent with KRS Chapter 18A and KRS Chapter 13A, as may
be proper and necessary for its enforcement. This administrative regulation establishes an_internship
interview preference for the KRS Chapter 18A classified service hiring process.

Section 1. Eligibility. An applicant shall be granted an internship interview preference for the position
applied for if he or she:
(1) Meets the minimum qualifications of the KRS Chapter 18A classified position applied for; and
(2) Provides documentation verifying his or her successful completion of an internship coordinated by
the Personnel Cabinet.

Section 2. Procedures.
(1) Applicants entitled to internship interview preference as set forth in Section 1 of this administrative
regulation shall be clearly identified_by the Personnel Cabinet.
(2) If the number of applicants granted an interview preference for an advertised classified position is
less than five (5), the employing agency shall offer an interview to all applicants identified in subsection
(1) of this section.
(3) If the number of applicants granted an interview preference for an advertised classified position
equals or exceeds five (5), the employing agency shall offer an interview to at least/no-fewer-than] five
(5) applicants identified in subsection (1) of this section.

Section 3. Restrictions.
(1) An_internship interview preference shall expire:
(a) Upon initial appointment to any position in the classified service; or
(b) After five (5) years from the date of internship completion.
(2) The secretary may revoke an applicant's internship interview preference for one (1) or more positions
due to factors listed in KRS 18A.032.
(3) The secretary may designate specific positions, job classifications, or agencies as exempt from
internship interview preference requirements.
(4) The provisions of this administrative regulation shall be effective for KRS Chapter 18A classified
positions advertised beginning July 1, 2025.

CONTACT PERSON: Rosemary Holbrook, Executive Director, Office of Legal Services, 501 High
Street, 3rd floor, Frankfort, Kentucky 40601, phone (502) 564-7430, fax (502) 564-0224, email
RosemaryG.Holbrook@ky.gov.
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Senator Stephen West, Co-Chair

Representative Derek Lewis, Co-Chair
Administrative Regulation Review Subcommittee
Legislative Research Commission

083, Capitol Annex

702 Capitol Avenue

Frankfort, Kentucky 40601

Dear Co-Chairs:
After consideration of the issues raised by 102 KAR 1:320, and pursuant to the directives of
KRS 13A.320, Teachers’ Retirement System of the State of Kentucky (TRS) proposes the
attached amendment to this ordinary administrative regulation.
If you have any questions, please advise.

Sincerely,

Eoh 6 Bt

Robert, B. Barnes
Deputy Executive Secretary of Operations
& General Counsel

479 Versailles Road * Frankfort, Kentucky 40601-3800
800-618-1687 -+ https://trs.ky.gov



Subcommittee Substitute

FINANCE AND ADMINISTRATION CABINET
Teachers’ Retirement System
(As Amended at ARRS)

102 KAR 1:320. Qualified domestic relations orders_ for TRS 1 members, TRS 2 members, and
TRS 3 members.

RELATES TO: KRS 161.220, 161.700, 161.716, 403.190, 26 U.S.C. 414(p)

STATUTORY AUTHORITY: KRS 161.310(1), 161.700(4)

NECESSITY, FUNCTION, AND CONFORMITY: KRS 161.310(1) requires the Board of Trustees of the
Teachers' Retirement System (TRS) to promulgate administrative regulations for the
administration of the funds of the retirement system. KRS 161.700(4) requires the Board of
Trustees of TRS to promulgate administrative regulations setting forth the requirements,
procedures, and forms for the approval and processing of qualified domestic relations orders
impacting the benefits of participants of the retirement system. This administrative regulation
establishes these requirements for TRS 1 members, TRS 2 members, and TRS 3 members.

Section 1. Definitions. (1) "Alternate payee" is defined by KRS 161.220(26).

(2) "Benefits" means a monthly service or disability retirement allowance or refund payable at the
request of a participant covered by TRS who terminates employment in a TRS covered position
prior to becoming eligible to receive a retirement allowance.

(3) "Member" is defined by KRS 161.220(4).

(4) "Participant” is defined by KRS 161.220(24).

(5) "Qualified domestic relations orders" or "QDRO" is defined by KRS 161.220(25).

(6) “TRS 1 members” means those individuals whose earliest effective date of membership
in the retirement system begins prior to July 1, 2002.

(7) “TRS 2 members"” means those individuals whose earliest effective date of membership
in the retirement system begins on or between July 1, 2002 and June 30, 2008.

(8) “TRS 3 members” means those individuals whose earliest effective date of membership
in the retirement system begins on or between July 1, 2008 and December 31, 2021.

Section 2. Applicability, QDRO Information, and TRS Approval. The provisions of this
administrative requlation shall apply to a QDRO for TRS 1 members, TRS 2 members, and
TRS 3 members. (1) A QDRO shall state [the-fellowing]:

(a) The member's name, TRS member identification number, and last-known mailing address;

(b) The alternate payee's name and last known mailing address;

(c) Whether the order applies to:

1. An active account from which the member is not currently receiving a retirement allowance; or
2. A retired account from which the member is currently receiving a retirement allowance and the
date on which the member retired the account;

(d) The date of marriage;

(e) The date of decree of dissolution of marriage;




(f) That the order is for the purpose of property division;

(g) Whether the alternate payee shall receive:

1. Recurring monthly payments under Option A, Option B, or Option C; and

2. For an active, contributing participant, a share of a termination refund of the contributions
posted to the participant’s account as either:

a. A fixed dollar amount; or

b. A percentage calculated under Section 7(2) of this administrative regulation or as determined
by either the Court or the parties;

(h) When payments shall begin;

(i) When payments shall cease;

(j) That the alternate payee shall be paid in the same form as the participant;

(k) If the alternate payee spouse shall share in the participant’s cost of living adjustments if the
QDRO awards a fixed dollar amount to the alternate payee;

(I) Who shall be responsible for payment of the TRS processing fee; and

(m) All information required on the Qualified Domestic Relations Order to Divide Teachers'
Retirement System Benefits for TRS 1 members, TRS 2 members, and TRS 3 members.

(2) A QDRO shall be:

(a) Approved by TRS as to enforceability and compliance with the requirements of KRS 161.700
and this administrative regulation;

(b) Approved and submitted by the participant and alternate payee or their legal counsel;

(c) Signed by the judge of a court of competent jurisdiction;

(d) Filed with the clerk of the court; and

(e) Certified by the clerk of the court.

Section 3. Administrative Provisions. (1) Upon entry of a final divorce decree, the participant shall
forward a copy of the decree to TRS and: '

(a) If the participant is a retired member, request:

1. A Change of Option Following Termination of Marriage form, if the participant wants to change
his or her retirement option, which shall be filed with TRS[dene] within sixty (60) days of the final
divorce decree;

2. A Change of Retirement Beneficiary form, if the participant had chosen retirement Option | or
Option Il and does not want to change his or her retirement option, but wants to name a new
beneficiary; '

3. A Designation of Beneficiary for TRS Life Insurance Benefit form, if the participant wants to
designate a beneficiary other than his or her estate; or

4. A W-4P Withholding Certificate for Periodic Pension or Annuity Payments or "W-4P", if the
participant wants to change the amount of federal tax withheld from his or her retirement benefit;
or

(b) If the participant is an active member, he or she shall request:

1. A Designation of Beneficiary for TRS Retirement Account Balance form, if the participant wants
to designate a beneficiary other than his or her estate; or

2. A Designation of Beneficiary for TRS Life Insurance Benefit form, if the participant wants to
designate a beneficiary other than his or her estate.

(2) Thirty (30) days prior to filing the QDRO with TRS, the participant or alternate payee shall



present a written request for benefits information for divorce purposes. The participant, alternate
payee, or third party, including the party’s legal counsel, shall provide a completed TRS
Authorization for Release of Information form with the request.

(3) For a QDRO directed to an active account from which a participant is not currently receiving a
retirement allowance, TRS may, for the current fiscal year, provide the unaudited salary
information electronically submitted to TRS by the participant’s employer upon receipt of the
written request and release.

(4) If the QDRO is directed to an account from which the participant is not currently receiving a
retirement allowance, TRS shall not project future earnings or future service or provide an actuarial
opinion of present value of the participant’s benefits nor calculate the value of the Social Security
benefit the member would have received if he or she had contributed for purposes of offset under
KRS 403.190. TRS shall provide:

(a) The participant's total accrued service credit, including service credit purchased during the
marriage, and the member account balance, including the total amount of accrued contributions
and interest, as posted at the end of each fiscal year during the marriage and for which an
employer annual report has been received by TRS and for which the member has not received a
refund; and

(b) An estimate of the monthly retirement allowance the participant would receive if the
participant retired without a statutory reduction of the basic retirement allowance based upon the
participant’s final compensation and total accrued service credit as of the date of dissolution of
marriage or receipt of the request for information.

(5) If the participant has retired, TRS shall provide the amount of the participant’'s monthly
retirement allowance, the participant’s accumulated account balance at retirement, the total
retirement allowance received to date, and the participant's total accrued service credit, including
any service credit purchased during the marriage. The parties, their legal counsel, or the court may
use the information to decide what portion of the participant’'s account is marital. TRS shall not
decide whether, or if, any portion of the participant’s account is marital and potentially subject to
division.

(6) The participant, alternate payee, or legal counsel shall submit a Qualified Domestic Relations
Order to Divide Teachers' Retirement System Benefits form for TRS 1 members, TRS 2 members,
and TRS 3 members to TRS for review forty-five (45) days prior to filing the QDRO with the court.
The draft QDRO shall be approved by the participant and alternate payee or their legal counsel. If
more than one (1) of the participant’s accounts is subject to classification and division as marital
property, a separate QDRO shall be issued for each TRS account. The draft QDRO may be sent by
[via] U.S. Mail or scanned and electronically mailed to TRS for review.

(7) TRS shall not review the draft QDRO until[unless-itis-accompanied-by] the following_have been
received:

2-Alternate-payee-or-legat-counsel;

Y] A $300 nonrefundable processing fee, by money order, certified check or on the attorney’s
trust account, made payable to the Kentucky State Treasurer, except that a processing fee shall
not be charged for a QDRO issued solely for child support;



(b)[{e)] The TRS Confidential Information form, which shall include the participant’'s and alternate
payee's address, Social Security number, and date of birth;

(Q)[teh] Copies of the participant’s and alternate payee’s signed Social Security cards;

(d)[¢e)] If the participant is retired and receiving a retirement allowance, a TRS Authorization for
Direct Deposit form_completed by the alternate payee and his or her financial institution; and
(e)[¢B] Any other documents that are required to confirm additional service credit purchased, or
sought to be purchased, for retirement calculation purposes under KRS 161.220 through 161.716,
including TRS Military Service Certification and Affidavit form, with a copy of the discharge papers.
(8) Within twenty (20) days of receipt of the QDRO, TRS shall notify the participant and alternate
payee in writing whether the QDRO meets TRS requirements. If the QDRO meets TRS
reqwrements TRS shall approve the QDRO and return a fully executed hard copy by [via] U.S.
Mail[eireula : ' v 3 3 3 =Y
submission to the court. If the participant or alternate payee is represented by legal counsel, the
approved QDRO shall instead be provided to the[their] legal counsel who submitted the draft by
hard copy by [via] U.S. Mail or electronic mail with notice to the other party or their legal counsel

for[fersignature-by-counseland] submission to the court. If the participant is a retired member,
TRS shall forward tax withholding forms[a-W-4P-Withhelding-CertificateforPension-or-Annuity

Paymentsform] to the alternate payee.
(9) If the QDRO does not meet TRS requirements, TRS shall notify the participant and alternate

payee in writing, identifying those provisions which are not in compliance and the amendments
needed to bring the QDRO into compliance. If the participant or alternate payee is represented
by legal counsel, this notice shall instead be provided to their legal counsel. The amended QDRO
shall be submitted to TRS for review and approval prior to filing with the court.

(10) TRS shall reject any QDRO entered by a court that has not been reviewed or approved by TRS
prior to its submission to the court. TRS shall notify the participant, the alternate payee, or their
legal counsel, and the court in writing, identifying those provisions that are not in compliance and
the amendments needed to bring the QDRO into compliance before it shall be accepted by TRS.
(11) If the QDRO is subsequently amended before filing with the court, the amended QDRO shall
be resubmitted to TRS with a $150 nonrefundable processing fee for review and approval.

(12) Following approval by the court, the participant, alternate payee, or legal counsel shall file a
certified copy of the QDRO with TRS.

(a) The QDRO shall not become effective until the certified copy is received by TRS.

(b) Upon receipt of the certified copy, TRS shall designate the participant's account for
implementation of the QDRO.

(c) While a separate account balance shall not be maintained for the alternate payee, a separate
payroll account shall be established.

(d) If the participant is a retired member, payments to the alternate payee shall commence in the
calendar month following the date that a certified copy of the QDRO is received by TRS, if the
alternate payee has supplied correctly executed tax withholding forms[a-cerrecthy-executed \W-4P
formy]. If the alternate payee either fails to return the tax withholding forms[\W-4P] or does not
correctly execute the forms[ferm] TRS shall apply the IRS default optlon in effect on the date the
forms are received[ef Ay 3
tax]. If the Alternate Payee chooses a different option and then pI’OVIdeS [2] correctly executed tax
withholding forms[\W-4PR], future payments shall be adjusted. Retroactive payments shall not be




paid for periods between entry of the parties’ decree of dissolution and entry and acceptance of
the QDRO by TRS.

(e) If the participant is an active member, payments to the alternate payee shall commence in the
calendar month in WhICh the participant beglns to receive a monthly annwty[ #—the—akema%e

as—%eqwred—by—sabseeﬁen—ﬁ%—ef—ths—seeﬁeﬁ] Upon recelpt of an active members retirement

application, a TRS Authorization for Direct Deposit form and tax withholding forms shall be mailed
to the alternate payee’s last known address. Pursuant to KRS 161.640(3)(a), TRS cannot begin
electronic fund transfers to the alternate payee until receipt of a fully executed TRS Authorization
for Direct Deposit form. If the alternate payee either fails to return the tax withholding forms[\W-
4P] or does not correctly execute the forms[ferm], TRS shall proceed in the same manner as
described in paragraph (d) of this subsection.

(f) If the participant is an active member who withdraws from service prior to eligibility for
retirement and requests a refund of his or her accumulated account balance, the provisions of 102
KAR 1:060, setting forth the requirements for processing payment of the refund to the participant
and the alternate payee, shall be followed. If the parties fail to designate the alternate payee's
share of a refund in the QDRO, TRS shall refund the entire participant’s account to the participant
in accordance with the provisions of this administrative regulation and 102 KAR 1:060, and TRS
and its staff shall have no liability for making the refund in this manner.

(13) If TRS is enforcing a QDRO that is subsequently amended or terminated by the court, then
either the participant, alternate payee, or legal counsel shall submit a certified copy of the
amended QDRO or order of termination to TRS for processing.

(14) The participant, alternate payee, or legal counsel shall not submit a QDRO that is not final
and under consideration by an appellate court.

(15) The alternate payee shall be responsible for notifying TRS of any change in name, mailing
address, or banking information.

(a) TRS shall provide a Name or Change of Address form or Authorization for Direct Deposit form
upon request.

(b) TRS shall contact the alternate payee at the last known mailing address on file to notify the
alternate payee when an annuity benefit subject to the QDRO becomes payable.

(c) Other than sending a notice as established in paragraph (b) of this subsection, TRS shall have
no duty or responsibility to search for, or locate, the alternate payee.

(d) If the notification sent to the alternate payee's last known address is returned due to the
alternate payee’s failure to notify TRS of an address change or if the bank notifies TRS that the
alternate payee’s account has been closed, within sixty (60) days of the return of the notification
to the alternate payee or receipt of notification from the bank, the amounts otherwise payable to
the alternate payee shall be paid to the participant until a new address or bank account
information is provided by the alternate payee.

(e) TRS shall have no liability to the alternate payee with respect to amounts paid to the
participant.

(16) The participant shall be responsible for notifying TRS in writing of an event that causes benefit
payments to the alternate payee spouse, child, or other dependent to cease.

(a) The participant shall provide TRS with a certified copy of the alternate payee’s death certificate
or marriage certificate. TRS shall suspend payments due the alternate payee provided that




submission of proof of the death or marriage of the alternate payee, if marriage terminates
payments under the terms of the QDRO, is received by the beginning of the month following
receipt of the participant’s written notification.

(b) The alternate payee shall also be responsible for notifying TRS in writing of the alternate
payee's remarriage if, under the terms of the QDRO, that is an event that terminates the alternate
payee'’s right to receive any payments.

(c) TRS shall not be responsible for payments made to the alternate payee until it is given timely
written notice and documentation of any event terminating those payments.

Section 4. TRS Benefits Subject to a QDRO. A QDRO may apply to a participant's:
(1) Retirement allowance;

(2) Disability retirement allowance; or

(3) Termination refund.

Section 5. TRS Benefits Not Subject to a QDRO. A QDRO shall not apply to a participant's:
(1) Survivor annuity that becomes payable after the member’s death;

(2) Survivor benefits that become payable after an active contributing member's death;

(3) Accounts that are not vested at the time of the dissolution of marriage;

(4) Life insurance benefit;

(5) Refund as a result of an error;

(6) Refund of an active or retired account in response to a member's death;

(7) Health insurance; and

(8) Any other payment or benefit not described in Section 4 of this administrative regulation.

Section 6. Effect of Alternate Payee’s Death on QDRO. Under the terms of the QDRO, if an
alternate payee has[-under-the-terms-of- the- QDRO;] been awarded a share of the participant’s

annuity benefits and dies before the participant dies, retires, or withdraws his account, the entire
remaining account value shall be restored to the participant.

Section 7. Calculation and Payment. (1)(a) If the participant has retired, the portion of the
participant’s benefits payable to the alternate payee as a percentage of the participant's total
service retirement allowance, disability retirement allowance, or refundable account balance,
accrued through the date of dissolution of marriage, that is in excess of the retirement benefits of
the alternate payee as provided under KRS 403.190(4), shall be calculated by the following fraction:
1. The numerator of which shall be the participant’s total full and fractional years of creditable TRS
service earned during the marriage, including service credit purchased during the marriage; and
2. The denominator of which shall be the participant’s total full and fractional years of TRS service
credit through the date of retirement.

(b) The resulting fraction shall be converted to a percentage that shall be divided by two (2).

(c) Option C may be utilized if the duration of the retired participant and the alternate payee’s
marriage was less than the participant's total full and fractional years of TRS service at the date of
retirement. The parties or their legal counsel shall report the marital years in Option C of the
QDRO.

(2)(a) For an active account, the portion of the participant’s benefits payable to the alternate payee



as a percentage of the participant's total service retirement allowance, disability retirement
allowance, or refundable account balance, accrued through the date of dissolution of marriage,
that is in excess of the retirement benefits of the alternate payee as provided under KRS
403.190(4), shall be calculated by the following fraction:

1. The numerator of which shall be the participant's total full and fractional years of creditable TRS
service earned during the marriage, including service credit purchased during the marriage, as
reported by the parties or their legal counsel in Option C of the QDRO; and

2. The denominator of which shall be the participant's total full and fractional years of TRS service
credit as determined by TRS at the time that the participant retires either by service retirement or
disability retirement or requests a refund of his or her account balance.

(b) The resulting fraction shall be converted to a percentage that shall be divided by two (2).

(3) If the participant is or will be receiving a disability retirement allowance, the participant’s total
annuity benefit for purposes of this administrative regulation shall be calculated under the service
retirement formula established under KRS 161.661(5), even if the entitlement period described
under KRS 161.661(3) and (4) has not expired.

(4) If an alternate payee has, under the terms of the QDRO, been awarded a share of the
participant’s disability retirement allowance that is subsequently discontinued, the alternate payee
shall not receive a benefit. Further, if a participant remains disabled at the end of his or her
entitlement period, pursuant to KRS 161.661(5), the disability benefits shall be recalculated and
may result in a lower monthly payment to both the participant and the alternate payee.

(5) If the QDRO is directed to an account from which the participant is not receiving a retirement
allowance, the participant's total annuity benefit shall be calculated without inclusion of the
discounts required under KRS 161.600[620](1)(b)1.and 2. and (d).

(a) If at retirement the participant is subject to discounts required under KRS 161.620(1)(b) and
(d), and if the QDRO establishes a set dollar amount to be withheld from the retirement benefits
that are payable to the participant and to be paid to the alternate payee, TRS shall reduce the
amount to be paid to the alternate payee under the QDRO by the amount of the discounts.

(b) TRS shall increase the amount paid to the alternate payee in an amount equal to any discounts
that are subsequently eliminated as the result of the participant's return to work after retirement
under the provisions of KRS 161.605(11), upon the participant's resumption of receipt of
retirement benefits.

(6) If the QDRO is directed to an account from which the participant is not receiving a retirement
allowance, and the participant at issuance of the QDRO is not eligible for calculation of his total
annuity benefit based on his three (3) highest salaries as provided under KRS 161.220(9), then his
total annuity benefit shall be calculated on his five (5) highest salaries.

(7) The participant may select any retirement option.

Section 8. TRS Costs and Legal Fees. Any person who attempts to make TRS a party to a domestic
relations action in order to determine an alternate payee's right to receive a portion of the annuity
benefits payable to the participant shall be liable to TRS for its costs and legal fees.

Section 9. Incorporation by Reference. (1) The following material is incorporated by reference:
(a) "Teachers' Retirement System Authorization for Release of Information", July 2016;
(b) "Qualified Domestic Relations Order to Divide Teachers' Retirement System Benefits for TRS



1 members, TRS 2 members, and TRS 3 members" November 2024[4&;&&41[4&%&294—9]
(@[ : ~
e "Teachers Retirement System Confldent|al Informatlon" JuIy 2016

(d)[{e)] “Teachers’ Retirement System Authorization for Direct Deposit", July 2016;

(e)[(h] "Teachers’ Retirement System Military Service Certification and Affidavit", July 2016;
(f)[¢g)] "Teachers’ Retirement System Name or Change of Address", July 2016;

(9)[éh)] "Change of Option Following Termination of Marriage", July 2016;

(h)[€)] "Change of Retirement Beneficiary", July 2016;

()[4p] "Designation of Beneficiary for TRS Life Insurance Benefit", July 2016;

()[€4] "Designation of Beneficiary for TRS Retirement Account Balance", July 2016;[-aréd]

(k)] "Withholding Certificate for Periodic Pension or Annuity Payments" or "W-4P" 2024;
and[2616] '
(D[¢m)] "Kentucky Resident State Tax Withholding Election", January 2023.

(2) This material may be inspected, copied, or obtained, subject to applicable copyright law, at
Teachers' Retirement System, 479 Versailles Road, Frankfort, Kentucky 40601, Monday through
Friday, 8 am. to 5 p.m.

(3) W-4P may also be obtained at www.irs.gov/pub/irs-pdf/fw4p.pdf.

CONTACT PERSON: Robert B. Barnes, Deputy Executive Secretary of Operations and General
Counsel, Teachers' Retirement System, 479 Versailles Road, Frankfort, Kentucky 40601, phone
(502) 848-8508, fax (502) 573-0199, email Beau.Barnes@trs.ky.gowv.



DITH

COMMONWEALTH OF KENTUCKY

FAMILY/CIRCUIT COURT
DIVISION
CASE NO.
PETITIONER
RESPONDENT

QUALIFIED DOMESTIC RELATIONS ORDER
TO DIVIDE
TEACHERS' RETIREMENT SYSTEM BENEFITS
FOR TRS 1 MEMBERS, TRS 2 MEMBERS, AND TRS 3 MEMBERS

On this day of ,20 , this matter coming on upon application of the parties
for a Qualified Domestic Relations Order under the Internal Revenue Code and KRS 161.700:

And this Court having personal jurisdiction over both the parties to the above-styled action and
the subject matter of this Order, having examined and considered the pleadings filed herein, and
being well and duly advised, makes the following findings of fact and issues the following orders:

FINDINGS OF FACT
. “Participant”
Participant TRS Member Identification
Mailing Address:
State Zip
. “Alternate Payee”
Mailing Address:
State Zip

. The Alternate Payee is the Participant’s:

Current ‘or Former Spouse Child or Other Dependent

. “Retirement System” is the Teachers’ Retirement System (“TRS”)
479 Versailles Road
Frankfort, Kentucky 40601

. The parties were married on

. The parties’ decree of dissolution of marriage was entered on

TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF KENTUCKY

QDRO to Divide TRS Benefits for TRS I members, TRS 2 members, and TRS 3 members /November¥aly 2024

Page 1 of 7



An action seeking an equitable dissolution of the parties’ marital property was filed and a
judgment dividing said property was entered by this Court, including the parties’ agreement
regarding the division of retirement benefits in a defined benefit plan containing marital
property. “Retirement benefits” as referred to in this Order refers to the monthly retirement
allowance which the Participant may in the future receive or is currently receiving, or a refund
of the contributions posted to the Participant’s retirement account and refunded, upon
Participant’s request, to the Participant should the Participant terminate employment in a
TRS-covered position before becoming eligible to apply for a retirement allowance.

This Order applies to:

an active account from which the Participant is not currently receiving a retirement
allowance; or

a retired account from which the Participant is currently receiving a retirement
allowance. The date of retirement was ,

WHEREFORE, based upon the foregoing Findings of Fact, the Court concludes as a
matter of law that the non-member spouse child(ren) or other dependent(s)
is entitled to the entry of this Order directing the distribution, in the manner set forth, to
him/her or his/her marital share of a portion of the retirement benefits payable by TRS to
the Participant.

THEREFORE, IT IS HEREBY ORDERED:
1. TRS shall withhold from the monthly retirement benefits that are payable to the Participant

and pay to the Alternate Payee, in accordance with 102 KAR 1:320, either Option A, B
or C, as indicated by the parties or their legal counsel, as follows:

[ ] Option A — Indefinitely Recurring Payments

(FILL IN ONE LINE ONLY)

$ per month until the death of either the Participant or Alternate
Payee and only when Participant receives a benefit (subject to discount pursuant to
102 KAR 1:320 Sec. 7(3));

OR

% per month until the death of either the Participant or Alternate
Payee and only when Participant receives a benefit.

[ ] Option B — Payment of a Fixed Sum over a Definite Period of Time
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$ per month for a period of months only when Participant
receives a benefit (subject to discount pursuant to 102 KAR 1:320 Sec. 7(3)).
[ ] Option C — Payment Determined at Retirement

A percentage per month to be determined by TRS utilizing a fraction, the numerator of
which shall be the | | number, to be provided by the parties or their legal counsel,
of years of marriage during which the participant was an active, contributing member of
TRS (including service credit purchased during the marriage) divided by the
number of years of accrued service credit at the participant’s retirement. The percentage
shall be calculated pursuant to the formula set forth in 102 KAR 1:320 Section 7.

[] Refund of Active Participant’s Contributions
If the Participant receives, at Participant’s request, a refund of the contributions posted to
the Participant’s retirement account as a result of the termination of Participant’s
employment in a TRS-covered position before becoming eligible to apply for a retirement
allowance, TRS shall withhold from the refund and pay to the Alternate Payee either a sum
certain or percentage as determined by the Court or agreed by the parties or based upon the
marital service provided under Option C. (Complete ONLY ONE)

Dollar amount Percentage Percentage Option C
$ Y %

CHILD SUPPORT

[ ]JThe Retirement System shall pay the Alternate Payee child(ren)/dependent(s) as
follows:

Name of each child/dependent Monthly payment

Payments to Alternate Payee child(ren)/dependent(s) shall terminate:

[Jupon attaining age eighteen (18); or
[ Jupon date certain of the first day of , 20

Payments withheld for support of child(ren)/dependent(s) shall be made payable to
“Kentucky Child Support Enforcement” and mailed to:

Centralized Collection Unit
P.O. Box 14059
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Lexington, Kentucky 40502-4059

Furthermore, [in-order] to ensure that the Participant is properly credited for his/her child
support obligation, the Retirement System shall include the following information on the
payment, Participant’s:

(1) Name; and (2) Social Security Number.

2 If the Participant’s retirement allowance has already commenced, payments to the
Alternate Payee shall commence in the calendar month following the date the Retirement
System receives a certified copy of this Order from the court clerk.

3 If the Participant’s retirement allowance has not yet commenced, payment to the
Alternate Payee shall commence the month in which the Participant receives the first
benefit payment or the month in which the Participant receives a refund.

4 The Alternate Payee shall receive his/her share of the Participant’s retirement allowance
in such payment form as said retirement allowance is paid to the Participant.

5 If this Order awards a fixed dollar amount, instead of a percentage, to be paid to the
Alternate Payee spouse, the payments to the Alternate Payee spouse shall:
(Select only one)
_____not be recalculated or increased annually to include a share of the cost of living
adjustment provided to the Participant; or
be recalculated or increased annually at the beginning of the fiscal year to include a

share of the cost of living adjustment provided to the Participant pursuant to KRS
161.700(10)(b).

6 Payments to the Alternate Payee shall terminate upon the first of the following to occur:
the death of the Participant; the death of the Alternate Payee; or, the termination or
suspension of the Participant’s retirement allowance, or for any other reason otherwise
provided for in this Order.

7. Payments to the Alternate Payee shall or shall not terminate upon the remarriage
of the Alternate Payee.

8. The processing fee due the Retirement System shall be paid: (check one)

_____ by the Participant;

____ by the Alternate Payee;

_____equally by the Participant and Alternate Payee; or
__ N/A —child support only.

9. Ifthe Alternate Payee dies before the Participant, the entire, remaining account value shall
be restored to the Participant.
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10. Nothing in this Order shall be construed to require the Retirement System to provide the
Alternate Payee any type or form of benefit or any option not otherwise payable to the
Participant or to provide increased benefits to the Alternate Payee or to pay benefits to the
Alternate Payee which are required to be paid to another alternate payee under another
Order previously determined to be a Qualified Domestic Relations Order.

11. Nothing in this Order shall be construed to require the Retirement System to offer or
provide the Alternate Payee a life insurance benefit or health insurance coverage via the
plan administered for the benefit of the Participant.

12. The Alternate Payee shall keep the Retirement System apprised of any changes in Alternate
Payee’s mailing address or instructions as to direct deposit of funds due pursuant to this
Order. The Alternate Payee is directed to timely submit to the Retirement System all
documents that are required to comply with this Order. The Retirement System shall not
be liable for failure to make payments to the Alternate Payee if the Retirement System does
not have the documents required under this Order or 102 KAR 1:320.

13. The Participant shall keep the Retirement System apprised in writing of any event which
would cause the payments to the Alternate Payee to cease. The Retirement System shall
not be liable for payments to the Alternate Payee if the Participant has not informed the
Retirement System in writing of the need to cease such payments.

14. Should the Alternate Payee become aware of the Participant’s death, Alternate Payee is
ordered to immediately inform TRS in writing. The Alternate Payee is ordered to
immediately return any payments made pursuant to this Order that are received by the
Alternate Payee after the death of the Participant. The Alternate Payee is ordered to
immediately inform the retirement system in writing of his or her remarriage if under this
Order remarriage terminates payments to the Alternate Payee. The Alternate Payee is
ordered to immediately return to TRS any payments made pursuant to this Order that may
be received by Alternate Payee after the remarriage if under this Order remarriage
terminates payments to the Alternate Payee.

15. The Alternate Payee shall report any payments received on any appropriate income tax
return in accordance with the regulations or provisions of the Internal Revenue Code in
effect at the time payments are issued by TRS. TRS is authorized to issue a Form W-2P
or Form 1099R on any direct payments made to the Alternate Payee.

16. This Order shall be administered and interpreted in conformity with Section 414(p) and
401(a)(13) of the Internal Revenue Code of 1986, as amended and all other state or federal
law applicable to qualified domestic relations orders.

17. In accordance with the federal Consumer Credit Protection Act (CCPA), the amount
withheld shall not exceed: (1) fifty (50%) percent of a noncustodial parent’s disposable
[dispesal] benefits if he/she is supporting a spouse, dependent child or both, other than a
party in this support Order; or (2) sixty (60%) percent of the noncustodial parent’s
disposable benefits if he/she is not supporting another individual.
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18. This Court shall retain jurisdiction to modify or enforce this Order.

19. The Clerk of the Court shall serve upon the Administrator of the Retirement System a
certified copy of this Order. So long as the parties have adhered to the requirements
regarding preapproval of the Order set forth in 102 KAR 1:320, this [Fhis] Order shall take
effect immediately upon receipt by the Retirement System and shall remain in effect until
any date certain set forth herein or upon further order from this Court.

20. This Order shall expire upon payment in full of the agreed sum set forth in Section 1, the
satisfaction of the conditions set forth in Section 6 [#] or Section 7 [8], or emancipation of
the child(ren)/dependent(s).

21.The Participant’s eligibility to receive retirement benefits from the Retirement System and
the amount of any such benefits shall be governed solely by the law of the Commonwealth
of Kentucky.

22. This Order supersedes any previous order to divide the Participant’s benefits issued in
connection with the termination of this marriage, including the judgment, decree or order
terminating the marriage.

SO ORDERED this day of , 20

Judge

Family/Circuit Court, Div.

This Order was reviewed and approved as to
compliance with KRS 161.700 & 102 KAR 1:320
on the day of 20

Teachers’ Retirement System of the State of Kentucky
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APPROVE/ SUBMIT

Petitioner/Attorney for Petitioner

Date

Respondent/Attorney for Respondent

Date
CERTIFICATION OF SERVICE

I, Clerk of the above Court, do hereby certify that an attested copy of the foregoing Qualified
Domestic Relations Order to Divide Teachers' Retirement System Benefits for TRS I members,
TRS 2 members, and TRS 3 members has been served by mailing same to the following on this
the day of , 20

to:

vl. Teachers’ Retirement System 2.
479 Versailles Road
Frankfort, Kentucky 40601

Clerk Family/Circuit Court

By: D.C.
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CLERV

COMMONWEALTH OF KENTUCKY

FAMILY/CIRCUIT COURT
DIVISION
CASE NO.
PETITIONER
V.
RESPONDENT
QUALIFIED DOMESTIC RELATIONS ORDER
TO DIVIDE
TEACHERS' RETIREMENT SYSTEM BENEFITS
FOR TRS 1 MEMBERS, TRS 2 MEMBERS, AND TRS 3 MEMBERS
On this day of ,20 , this matter coming on upon application of the parties

for a Qualified Domestic Relations Order under the Internal Revenue Code and KRS 161.700:
And this Court having personal jurisdiction over both the parties to the above-styled action and
the subject matter of this Order, having examined and considered the pleadings filed herein, and

being well and duly advised, makes the following findings of fact and issues the following orders:

FINDINGS OF FACT

1. “Participant”
Participant TRS Member Identification

Mailing Address:

City State Zip
2. “Alternate Payee”

Mailing Address:

City State Zip

3. The Alternate Payee is the Participant’s:
Current or Former Spouse Child or Other Dependent
4. “Retirement System” is the Teachers’ Retirement System (“TRS”)
479 Versailles Road
Frankfort, Kentucky 40601

5. The parties were married on

6. The parties’ decree of dissolution of marriage was entered on
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An action seeking an equitable dissolution of the parties” marital property was filed and a
judgment dividing said property was entered by this Court, including the parties’ agreement
regarding the division of retirement benefits in a defined benefit plan containing marital
property. “Retirement benefits” as referred to in this Order refers to the monthly retirement
allowance which the Participant may in the future receive or is currently receiving, or a refund
of the contributions posted to the Participant’s retirement account and refunded, upon
Participant’s request, to the Participant should the Participant terminate employment in a
TRS-covered position before becoming eligible to apply for a retirement allowance.

This Order applies to:

an active account from which the Participant is not currently receiving a retirement
allowance; or '

a retired account from which the Participant is currently receiving a retirement
allowance. The date of retirement was ,

WHEREFORE, based upon the foregoing Findings of Fact, the Court concludes as a
matter of law that the non-member spouse child(ren) or other dependent(s)
is entitled to the entry of this Order directing the distribution, in the manner set forth, to
him/her or his/her marital share of a portion of the retirement benefits payable by TRS to
the Participant.

THEREFORE, IT IS HEREBY ORDERED:
1. TRS shall withhold from the monthly retirement benefits that are payable to the Participant

and pay to the Alternate Payee, in accordance with 102 KAR 1:320, either Option A, B
or C, as indicated by the parties or their legal counsel, as follows:

[ ] Option A — Indefinitely Recurring Payments

(FILL IN ONE LINE ONLY)

$ per month until the death of either the Participant or Alternate
Payee and only when Participant receives a benefit (subject to discount pursuant to
102 KAR 1:320 Sec. 7(3));

OR

% per month until the death of either the Participant or Alternate
Payee and only when Participant receives a benefit.

[ ] Option B — Payment of a Fixed Sum over a Definite Period of Time
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$ per month for a period of months only when Participant
receives a benefit (subject to discount pursuant to 102 KAR 1:320 Sec. 7(3)).
Option C — Payment Determined at Retirement

A percentage per month to be determined by TRS utilizing a fraction, the numerator of
which shall be the number, to be provided by the parties or their legal counsel, of years of
marriage during which the participant was an active, contributing member of TRS
(including service credit purchased during the marriage) divided by the number of
years of accrued service credit at the participant’s retirement. The percentage shall be
calculated pursuant to the formula set forth in 102 KAR 1:320 Section 7.

Refund of Active Participant’s Contributions

If the Participant receives, at Participant’s request, a refund of the contributions posted to
the Participant’s retirement account as a result of the termination of Participant’s
employment in a TRS-covered position before becoming eligible to apply for a retirement
allowance, TRS shall withhold from the refund and pay to the Alternate Payee either a sum
certain or percentage as determined by the Court or agreed by the parties or based upon the
marital service provided under Option C. (Complete ONLY ONE)

Dollar amount Percentage Percentage Option C
$ Y% %

CHILD SUPPORT

[ ]The Retirement System shall pay the Alternate Payee child(ren)/dependent(s) as
follows:

Name of each child/dependent Monthly payment

Payments to Alternate Payee child(ren)/dependent(s) shall terminate:

[lupon attaining age eighteen (18); or
[Jupon date certain of the first day of , 20

Payments withheld for support of child(ren)/dependent(s) shall be made payable to
“Kentucky Child Support Enforcement” and mailed to:

Centralized Collection Unit
P.O. Box 14059
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Lexington, Kentucky 40502-4059

Furthermore, to ensure that the Participant is properly credited for his/her child support
obligation, the Retirement System shall include the following information on the payment,
Participant’s:

(1) Name; and (2) Social Security Number.

If the Participant’s retirement allowance has already commenced, payments to the
Alternate Payee shall commence in the calendar month following the date the Retirement
System receives a certified copy of this Order from the court clerk.

If the Participant’s retirement allowance has not yet commenced, payment to the
Alternate Payee shall commence the month in which the Participant receives the first
benefit payment or the month in which the Participant receives a refund.

The Alternate Payee shall receive his/her share of the Participant’s retirement allowance
in such payment form as said retirement allowance is paid to the Participant.

If this Order awards a fixed dollar amount, instead of a percentage, to be paid to the
Alternate Payee spouse, the payments to the Alternate Payee spouse shall:

(Select only one)
_____not be recalculated or increased annually to include a share of the cost of living
adjustment provided to the Participant; or _
___ be recalculated or increased annually at the beginning of the fiscal year to include a
share of the cost of living adjustment provided to the Participant pursuant to KRS
161.700(10)(b).

Payments to the Alternate Payee shall terminate upon the first of the following to occur:
the death of the Participant; the death of the Alternate Payee; or, the termination or
suspension of the Participant’s retirement allowance, or for any other reason otherwise
provided for in this Order.

Payments to the Alternate Payee shall or shall not terminate upon the remarriage
of the Alternate Payee.

The processing fee due the Retirement System shall be paid: (check one)
by the Participant;
by the Alternate Payee;
equally by the Participant and Alternate Payee; or
N/A — child support only.

If the Alternate Payee dies before the Participant, the entire, remaining account value shall
be restored to the Participant.
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10. Nothing in this Order shall be construed to require the Retirement System to provide the
Alternate Payee any type or form of benefit or any option not otherwise payable to the
Participant or to provide increased benefits to the Alternate Payee or to pay benefits to the
Alternate Payee which are required to be paid to another alternate payee under another
Order previously determined to be a Qualified Domestic Relations Order.

11. Nothing in this Order shall be construed to require the Retirement System to offer or
provide the Alternate Payee a life insurance benefit or health insurance coverage via the
plan administered for the benefit of the Participant.

12. The Alternate Payee shall keep the Retirement System apprised of any changes in Alternate
Payee’s mailing address or instructions as to direct deposit of funds due pursuant to this
Order. The Alternate Payee is directed to timely submit to the Retirement System all
documents that are required to comply with this Order. The Retirement System shall not
be liable for failure to make payments to the Alternate Payee if the Retirement System does
not have the documents required under this Order or 102 KAR 1:320.

13. The Participant shall keep the Retirement System apprised in writing of any event which
would cause the payments to the Alternate Payee to cease. The Retirement System shall
not be liable for payments to the Alternate Payee if the Participant has not informed the
Retirement System in writing of the need to cease such payments.

14. Should the Alternate Payee become aware of the Participant’s death, Alternate Payee is
ordered to immediately inform TRS in writing. The Alternate Payee is ordered to
immediately return any payments made pursuant to this Order that are received by the
Alternate Payee after the death of the Participant. The Alternate Payee is ordered to
immediately inform the retirement system in writing of his or her remarriage if under this
Order remarriage terminates payments to the Alternate Payee. The Alternate Payee is
ordered to immediately return to TRS any payments made pursuant to this Order that may
be received by Alternate Payee after the remarriage if under this Order remarriage
terminates payments to the Alternate Payee.

15. The Alternate Payee shall report any payments received on any appropriate income tax
return in accordance with the regulations or provisions of the Internal Revenue Code in
effect at the time payments are issued by TRS. TRS is authorized to issue a Form W-2P
or Form 1099R on any direct payments made to the Alternate Payee.

16. This Order shall be administered and interpreted in conformity with Section 414(p) and
401(a)(13) of the Internal Revenue Code of 1986, as amended and all other state or federal
law applicable to qualified domestic relations orders.

17. In accordance with the federal Consumer Credit Protection Act (CCPA), the amount
withheld shall not exceed: (1) fifty (50%) percent of a noncustodial parent’s disposable
benefits if he/she is supporting a spouse, dependent child or both, other than a party in this
support Order; or (2) sixty (60%) percent of the noncustodial parent’s disposable benefits
if he/she is not supporting another individual.
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18. This Court shall retain jurisdiction to modify or enforce this Order.

19. The Clerk of the Court shall serve upon the Administrator of the Retirement System a
certified copy of this Order. So long as the parties have adhered to the requirements
regarding preapproval of the Order set forth in 102 KAR 1:320, this Order shall take effect
immediately upon receipt by the Retirement System and shall remain in effect until any
date certain set forth herein or upon further order from this Court.

20. This Order shall expire upon payment in full of the agreed sum set forth in Section 1, the
satisfaction of the conditions set forth in Section 6 or Section 7, or emancipation of the
child(ren)/dependent(s).

21.The Participant’s eligibility to receive retirement benefits from the Retirement System and
the amount of any such benefits shall be governed solely by the law of the Commonwealth
of Kentucky.

22. This Order supersedes any previous order to divide the Participant’s benefits issued in
connection with the termination of this marriage, including the judgment, decree or order
terminating the marriage.

SO ORDERED this day of , 20

Judge

Family/Circuit Court, Div.

This Order was reviewed and approved as to
compliance with KRS 161.700 & 102 KAR 1:320
on the day of 20 .

Teachers’ Retirement System of the State of Kentucky
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APPROVE/ SUBMIT

Petitioner/Attorney for Petitioner

Date

Respondent/Attorney for Respondent

Date
CERTIFICATION OF SERVICE

I, Clerk of the above Court, do hereby certify that an attested copy of the foregoing Qualified
Domestic Relations Order to Divide Teachers' Retirement System Benefits for TRS 1 members,
TRS 2 members, and TRS 3 members has been served by mailing same to the following on this
the day of 5 20

to:

1. Teachers’ Retirement System 2.
479 Versailles Road
Frankfort, Kentucky 40601

Clerk Family/Circuit Court

By: D.C.
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200 Mero Street, 5th Floor
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November 6, 2024 ' ;

Senator Stephen West, Co-Chair
Representative Derek Lewis, Co-Chair
c/o Emily Caudill, Regulation Compiler A\ QRS
Administrative Regulation Review Subcommittee
Legislative Research Commission

083, Capitol Annex

702 Capitol Avenue

Frankfort, KY 40601

Re: 200KAR 14:011 Qualified investments; 200 KAR 14:081 Repurchase agreement; 200 KAR
14:091 Guidelines for money market instruments; and 200 KAR 15:010 Formula for
allocation of private activity bonds

Dear Co-Chairs West and Lewis:

After discussions with Administrative Regulation Review Subcommittee staff of the issues raised
by 200 KAR 14:011; 200 KAR 14:081; 200 KAR 14:091; and 200 KAR 15:010, the Finance and
Administration Cabinet proposes the attached amendments to 200 KAR 14:011; 200 KAR 14:081;
200 KAR 14:091; and 200 KAR 15:010.

Sincerely,

@WL Daily

\—1C830DCDG01814D0
Ashley L. Daily

Staff Attorney II

Office of General Counsel

Finance and Administration Cabinet
200 Mero Street, 5% Floor
Frankfort, Kentucky 40622
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@ky_finance | FINANCE.ky.gov KE NTU KYA An Equal Opportunity Employer M/F/D



Certificate Of Completion

Envelope Id: CE6FF28BC78F42B183BEC5657957E828
Subject: Complete with Docusign: 200 KAR 14011 081 091 and 200 KAR 15_010 - Substitute Regulation.pdf

Source Envelope:

Document Pages: 1

Certificate Pages: 5

AutoNav: Enabled

Envelopeld Stamping: Enabled

Signatures: 1
Initials: 0

Time Zone: (UTC-08:00) Pacific Time (US & Canada)

Record Tracking

Status: Original

11/6/2024 4:08:42 AM
Security Appliance Status: Connected
Storage Appliance Status: Connected

Signer Events

Ashley L. Daily
ashley.daily@ky.gov

Security Level: Email, Account Authentication
(None)

Electronic Record and Signature Disclosure:
Accepted: 11/6/2024 4:14:44 AM
ID: 1aba5270-3db0-4d4e-815b-e1fa5db0430a

In Person Signer Events
Editor Delivery Events
Agent Delivery Events
Intermediary Delivery Events
Certified Delivery Events

Carbon Copy Events
Marlene Mundine
marlene.mundine@ky.gov

Security Level: Email, Account Authentication
(None)

Electronic Record and Signature Disclosure:
Not Offered via DocuSign

Witness Events
Notary Events

Envelope Summary Events
Envelope Sent

Certified Delivered

Signing Complete

Completed

Holder: Robert Long
robert.long@ky.gov

Pool: StateLocal

Pool: Office of General Counsel

Signature

Signed by:
[ls‘d%3 . Dai
EICGJDC 5£/1814DOWL,1

Signature Adoption: Pre-selected Style
Using IP Address: 205.204.186.53

Signature
Status
Status
Status
Status

Status

COPIED

Signature
Signature

Status

Hashed/Encrypted
Security Checked
Security Checked
Security Checked

DocuSign

Status: Completed

Envelope Originator:

Robert Long
robert.long@ky.gov

IP Address: 207.180.170.26

Location: DocuSign

Location: DocuSign

Timestamp

Sent: 11/6/2024 4:11:57 AM
Viewed: 11/6/2024 4:14:44 AM
Signed: 11/6/2024 4:15:12 AM

Timestamp
Timestamp
Timestamp
Timestamp
Timestamp

Timestamp
Sent: 11/6/2024 4:15:12 AM

Timestamp
Timestamp

Timestamps

11/6/2024 4:11:57 AM
11/6/2024 4:14:44 AM
11/6/2024 4:15:12 AM
11/6/2024 4:15:12 AM



Payment Events Status

Electronic Record and Signature Disclosure

Timestamps



Final, 11-1-2024
SUGGESTED SUBSTITUTE

FINANCE AND ADMINISTRATION CABINET
State Investment Commission

200 KAR 14:011. Qualified investments.

RELATES TO: KRS 42.500(9)-(14), 42.520, 42.525, 17 C.F.R. 270.2a-7, 15 U.S.C. 80a, 26 U.S.C. 1-
9834

STATUTORY AUTHORITY: KRS 42.500(10), 42.520(2), 42.525

NECESSITY, FUNCTION, AND CONFORMITY: KRS 42.500(10) requires the State Investment
Commission to promulgate administrative regulations for the investment and reinvestment of state funds.
KRS 42.520(2) requires the commission to promulgate administrative regulations concerning the
assignment of priorities to public depositories. KRS 42.525(1) requires the commission to promulgate
administrative regulations for the investment and reinvestment of state funds and the acquisition,
retention, management, and disposition of investments. This administrative regulation establishes the
standards that govern the commonwealth's investment and cash management programs.

Section 1. Definitions.
(1) "Commission" means the State Investment Commission.
(2) "Hedge" means a position in a financial instrument taken to minimize or eliminate the risk associated
with an existing instrument or portfolio of instruments.
(3) "Interest rate swaps" means an agreement governed by an International Swap and Derivatives
Association master contract between two (2) parties to exchange, or have the conditional right to
exchange, specified cash flows.
(4) "NRSRO" means "Nationally Recognized Statistical Ratings Organization", which is a credit rating
agency that is registered with the Securities and Exchange Commission, and which provides its opinion
on the creditworthiness of an entity and the financial obligations issued by that entity.
(5) "Office" means the Office of Financial Management.
(6) "Options" means a contract that provides the right, but not the obligation, to buy or sell a specific
amount of a security within a predetermined time period and includes specific bonds or notes, an
exchange traded futures contract, or the cash value of an index.
(7) "Pools" means the investment pools that are managed by the Office of Financial Management, under
the guidance of the commission.

Section 2. The commission shall:
(1) Not invest state funds in an institution or instrument that it deems unsafe and a threat to the security
of state funds;
(2) Maintain adequate liquidity to meet the cash needs of the state; and
(3) Within the limits established by this administrative regulation, invest in securities that maximize yield
or return to the Commonwealth.

Section 3.

(1) The commission may:

(a) Engage in securities lending; and[:]

(b) Allow internal[inter-pesl] transfers between pools to meet short term cash needs.
(2) Within the limited term pool, if borrowing exceeds thirty-three (33) percent of the value of the pool's
total assets resulting from a change in values of net pool assets at any time, the pool shall then reduce
borrowing to no more than thirty-three (33) percent within three (3) business days and shall continue to
use prudence in bringing the percentage of borrowing back into conformity.

Section 4. Interest earned on the cash balances shall be calculated daily on an accrual basis.



Section 5. Investment Criteria.
(1) The criteria to determine the amount of funds per investment instrument shall be the:
(a) Safety of principal and interest[Liguidity-reeds-of the-state-in-aggregate-as-budgeted];
(b) Liquidity needs of the state in aggregate as budgeted[Rates-available-perinstrument]; and
(c) Rates available per instrument[Safety-of principal-and-interest].
2

(2) An investment instrument shall qualify if it is specified by:
(a) KRS 42.500;
(b
(c
(d

)
) This administrative regulation;
) 200 KAR 14:081; or

) 200 KAR 14:091.

Section 6. Investment Securities. The commission shall invest only in the following security types_as
established in this section.[:]

(1 ) Securities |ssued by the U. S Treasury, agency, and government-sponsored enterprises[geverament

] with a maturity of less than seven (7) years, or an embedded put of

less than three (3) years.

(2) Mortgage pass-through securities issued by U.S. government agencies or by government-
sponsored enterprises[goverament-sponsored-entities], including the Government National Mortgage
Association, Fannie Mae, Freddie Mac, and Small Business Administration with an average life of less
than four (4) years at the time of purchase, using Bloomberg consensus prepayment projections, if
available, or other reasonable prepayment assumptions if there is no consensus. The commission may
hold pass-throughs purchased under this subsection that[whieh] have an average life of less than six
(6) years, using Bloomberg consensus prepayment projections, if available, or other reasonable
prepayment assumptions if there is no consensus.

(3) Real estate mortgage investment conduit obligations, as defined by the Internal Revenue Code, 26
U.S.C. 1-9834, also known as collateralized mortgage obligations, or CMOs, rated in the highest
category by a commission approved[an] NRSRO with an average life of less than four (4) years at the
time of purchase, using Bloomberg consensus prepayment projections, if available, or other reasonable
prepayment assumptions if there is no consensus. The commission may hold CMOs purchased under
this subsection that[whieh] have an average life of less than six (6) years, using Bloomberg consensus
prepayment projections, if available, or other reasonable prepayment assumptions if there is no
consensus.

(4) Asset-backed securities (ABS) rated in the highest category by a commission approved[ar] NRSRO
with an average life of four (4) years or less.

(5) U.S. dollar denominated corporate and Yankee securities issued by foreign and domestic issuers,
rated in one (1) of the three (3) highest categories by a commission approved[ar] NRSRO, with a
maturity not longer than five (5) years, or an embedded put of less than three (3) years.

(6) U.S. dollar denominated sovereign debt rated in one (1) of the three (3) highest categories by a
commission approved[ar] NRSRO, with a maturity not to exceed five (5) years.

(7) Money market securities including commercial paper, certificates of deposit, and bankers'
acceptances issued by banks with the highest short-term rating by a commission approved NRSRO.
Maturities shall be limited to fene-]180 days for bankers' acceptances and 270 days for all other money
market securities.

[A]

(8) Repurchase agreements collateralized at a minimum of 102 percent (marked to market daily) with
treasuries, agencies, and agency mortgage backed obligations with a maximum maturity of one (1) year
and a maximum of three (3) years for the Kentucky Bank Repurchase Program participants.



(9) Municipal obligations rated in one (1) of the three (3) highest categories by a commission
approved[an] NRSRO, with a maturity not to exceed five (5) years. The maturity and credit restriction
shall be waived for obligations issued by the Commonwealth of Kentucky or any entity within the
Commonwealth of Kentucky.

(10) Mutual funds in which the underlying holdings of the fund are in securities that meet the investment
criteria listed in Section 5 of this administrative requlation[in-which-the-peels-could-invest-directly].

(11) In meeting credit standards listed previously in this section, the lowest rating issued by a
commission_approved[an] NRSRO shall be used to determine compliance. The commission, at a
minimum on an annual basis, shall determine which NRSRO's shall be used.

Section 7. Limits Per Pool on Investment Securities.

(1) U.S. agency mortgage backed securities and collateralized mortgage obligations shall not exceed

twenty-five (25) percent of [tetal-]pool assets[-ir-aggregate].

(2) Asset-backed securities shall not exceed twenty (20) percent of [tetak]pool assets.

(3) U.S. dollar denominated corporate and Yankee and sovereign securities issued by foreign and

domestic issuers shall not exceed thirty-five (35) percent of pool assets[an—individual—pesl] or

$25,000,000 per issuer[—within—an—individual—poel], inclusive of commercial paper, bankers'
acceptances [commercial-paper—bankers'aceeptances;] and certificates of deposit unless_these

securities are quaranteed by the full faith and credit of the Unlted States qovernment [:]

[b)] [ﬂmmﬂ%w%%%%%&%&]{@%ﬁ%m%]
(4) Municipal securities shall not exceed $25,000,000 per issuer.
(5) U.S. dollar denominated sovereign debt shall not exceed five (5) percent of pool assets[any
individualpertfolie] and $25,000,000 per issuer.
(6) The investment amount for a single mutual fund shall not exceed ten (10) percent of pool assets
with an exception of twenty-five (25) percent for the short-term pool[tetal-peel-assets].

(7) The credit and diversification requirements documented in this administrative regulation shall apply
at the time of purchase based on book value for the limited term pool and market value for other pools.
(8) The limits set forth in this section may be waived by unanimous vote of the commission[--a-situation

arises-which-could-damage-the-state’'s-eredit].

Section 8. Risk Management. The pools may utilize interest rate swaps, over-the-counter and exchange
traded U.S. Treasury contracts, and options to manage the portfolio's exposure to interest rate risk. These
instruments shall only be used if the results are [demenstratively-Jsuperior to cash market transactions.

Section 9. Pools and Operating Procedures.
(1) Limited term pool.

(a) The [limited-term-]pool shall not purchase a security with a final maturity exceeding 365 days.

(b)1. The weighted average maturity, adjusted for interest rate resets and demand features, shall not

exceed sixty (60) days; and

2. The weighted average life, adjusted for demand features only, but not interest rate resets, shall not

exceed 120 days.

(c) At a minimum:
1. Ten (10) percent of the pool shall be invested in cash, direct obligations of the U.S. government
or securities that mature or are subject to a demand feature payable within one (1) business day;
and
2. Thirty (30) percent of the pool shall be invested in cash, direct obligations of the U.S. government,
government agency discount note maturing in sixty (60) days or less or securities that mature or are
subject to a demand feature payable within five (5) business days.

(d) All securities purchased for the pool shall be rated by a commISS|on approved[an] NRSRO.




(e)[te)] The net asset value of pool shares shall be computed using the amortized cost method of
valuing the pool's investments.
()R] The shadow net asset value using the market value of pool holdings shall be computed at
least[ne-less-than] monthly and made public within sixty (60) days of the calculation date.
(Q)[¢] Stress testing of the pool based on redemption and changes in market value shall be performed
at least[no-less-than] quarterly and reported to the commission.
(h)[)] Monthly portfolio listings shall be published to a public Web site and shall remain available for
at least[no-less-than] six (6) months.

(2) Operating procedures.
(a) Except as provided by paragraph (b) of this subsection, state funds held in agency or university
accounts, the interest of which accrues to the agency or university, shall be placed in the intermediate
pool.
(b) These funds may be placed in the limited-term pool, if the commission determines that the liquidity
needs of an agency require shorter term investment.
(c) The duration of the intermediate pool shall not exceed three (3) years.

Section 10. Approved Broker-Dealers.
(1) A broker-dealer who was approved by the commission prior to the effective date of this administrative
regulation shall be considered an approved broker-dealer.
(2) Except as provided by subsection (1) of this section, a broker-dealer shall be approved by the
commission if the broker-dealer has met the requirements established by subsection (3), (4), or (5) of
this section, as applicable.
(3) An approved broker-dealer shall be a broker dealer who meets one (1) of the following qualifications:
(a) Is a primary dealer of the Federal Reserve;
(b) Maintains an office in Kentucky, and has either $50,000,000[$25;000;000] in excess net capital or
has trades that are guaranteed by a primary dealer of the Federal Reserve;
(c) Has a minimum of $130,000,000[$406;066,0600] in excess net capital; or
(d) Is an alternative trading system as defined by the Securities and Exchange Commission.
(4) An approved broker-dealer for hedge vehicles shall:
(a) Have at least $130,000,000[$460,6006;000] in excess net capital,
(b) Have market value transactions limited to his excess net capital; and
(c) Have executed the:
1. International Swap and Derivatives Association Agreement prior to the implementation of a swap;
and
2. Commonwealth of Kentucky Master Agreement, Over-the-counter Option Transactions - U.S.
Treasury Securities, prior to the implementation of an over the counter option transaction.
(5)
[€a)] Within 180 days of the end of each broker-dealer's fiscal year, a broker-dealer shall submit a copy
of the broker-dealer's audited financial statements for that fiscal year.
(6)[(b)] A broker-dealer who wishes to be approved by the commission as an approved broker-dealer
shall submit a copy of the broker-dealer's current audited financial statements.
(7)[¢8)] Notwithstanding the broker-dealer requirements described in this section, the state may
purchase securities directly from the issuer.

Section 11. Incorporation by Reference.
(1) The following material is incorporated by reference:

(a) "Securities Industry and Financial Markets Association Master Repurchase Agreement", 12/08;
(b) "Custodial Undertaking in Connection with Master Repurchase Agreement, Bank of New York",
12/08;
(c) "Custodial Undertaking in Connection with Master Repurchase Agreement, Chase Manhattan®,
12/08;
(d) "International Swap and Derivatives Association Agreement", 12/02; and
(e) "Commonwealth of Kentucky Master Agreement, Over-the-counter Option Transactions - U.S.
Treasury Securities", 12/97.



(2) This material may be inspected, copied, or obtained, subject to applicable copyright law, at State
Investment Commission, 200 Mero Street, 5th Floor[Suite—76—GCapite--Annex], Frankfort, Kentucky
40622[40604]Monday through Friday, 8 a.m. to 4:30 p.m._and online at the Office of Financial
Management's Web site at https:/finance.ky.gov/office-of-the-controller/office-of-financial-
management/Pages/default.aspx.

CONTACT PERSON: Laura Sharp, Administrative Specialist Ill, Office of General Counsel, 200 Mero
Street, 5th Floor, Frankfort, Kentucky 40622; phone (502)564-6660, fax (502)564-9875, email
laura.sharp@ky.gov.
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Senator Stephen West, Co-Chair 24

Representative Derek Lewis, Co-Chair
c¢/o Emily Caudill, Regulation Compiler A RRS

Administrative Regulation Review Subcommittee
Legislative Research Commission

083, Capitol Annex

702 Capitol Avenue

Frankfort, KY 40601

Re: 200KAR 14:011 Qualified investments; 200 KAR 14:081 Repurchase agreement; 200 KAR
14:091 Guidelines for money market instruments; and 200 KAR 15:010 Formula for
allocation of private activity bonds

Dear Co-Chairs West and Lewis:

After discussions with Administrative Regulation Review Subcommittee staff of the issues raised
by 200 KAR 14:011; 200 KAR 14:081; 200 KAR 14:091; and 200 KAR 15:010, the Finance and
Administration Cabinet proposes the attached amendments to 200 KAR 14:011; 200 KAR 14:081;
200 KAR 14:091; and 200 KAR 15:010. '

Sincerely,

@w Daily

~—1C83DCDE01B14D0
Ashley L. Daily

Staff Attorney II

Office of General Counsel

Finance and Administration Cabinet
200 Mero Street, 5% Floor
Frankfort, Kentucky 40622

TEAM =i
@ky_finance | FINANCE.ky.gov KE NTUCKYM An Equal Opportunity Employer M/F/D



Final, 10-31-2024

SUGGESTED SUBSTITUTE

FINANCE AND ADMINISTRATION CABINET
State Investment Commission

200 KAR 14:081. Repurchase agreement.

RELATES TO: KRS [44-640-]42.500(9)-(14), 42.520, 42.525

STATUTORY AUTHORITY: KRS 42.500(10), 42.520(2), 42.525

NECESSITY, FUNCTION, AND CONFORMITY: KRS 42.500(10) requires the State Investment
Commission to promulgate administrative regulations for the investment and reinvestment of state funds.
KRS 42.520(2) requires the commission to promulgate administrative regulations concerning the
assignment of priorities to public depositories. KRS 42.525(1) requires the commission to promulgate
administrative regulations for the investment and reinvestment of state funds and the acquisition,
retention, management, and disposition of investments. This administrative regulation establishes the
general standards which shall apply to the employment of repurchase agreements as investment vehicles
with eligible financial institutions.

Section 1. Definitions.
(1) "Commission" means the State Investment Commission.
(2) "Eligible financial institution" means an entity approved for repurchase agreements by the
commission.
(3) "Office" means the Office of Financial Management.
(4) "Repurchase agreement" means an actual, conditional purchase or sale of securities of the United
States Treasury, an agency, instrumentality, or corporation of the United States, or another security
authorized for investment pursuant to KRS 42.500(9)(a) or (b), with an agreement to resell or
repurchase the securities to their original owner on a specific date in the future.

Section 2. Minimum Interest Rates. [Except-as-provided-byKRS-41.610,-]JThe commission shall not

invest public funds in a repurchase agreement with a yield less than may/[eeuld] be received on a directly
purchased United States Treasury security of comparable maturity.

Section 3. Reporting Requirements for Eligible Investment Institutions. The commission shall inform
eligible financial institutions of the reporting requirements for the investment of state funds in eligible
financial institutions established by this section. An eligible financial institution shall:
(1) Submit a copy of its quarterly financial reports including accompanying schedules, to the commission
within thirty (30) days from the end of each quarter; and
(2) Complete and sign the Securities Industry and Financial Markets Association Master Repurchase
Agreement, _including completion of the Custodial Undertaking in Connection with Master
Repurchase Agreement as needed or required, incorporated by reference in 200 KAR 14:011.

Section 4. Eligible Securities. Investment securities authorized for investment pursuant to KRS
42.500(9)(a) and (b) shall be considered eligible securities for repurchase agreements.

Section 5. Sufficiency of Securities Purchased.
(1) The securities purchased shall have a market value, including accrued interest, of at least[retless
than] 102 percent of the face value of the repurchase agreement.
(2) The review for the sufficiency of collateral on all repurchase agreements shall occur every business

day excluqu holldavs bv the oﬁ|ce[$hestates-eusted+an-banlqng—emq#aekshau+equwe4h&eustedm




(3) The commission shall demand additional securities to be delivered immediately, during[if] market
conditions that cause the value of the securities purchased to drop below 102 percent of the face value
of the repurchase agreement.

Section 6. Status of Parties.

(1) The commission and the eligible financial institutions authorized to enter into repurchase
agreements:

(a) Shall be considered principals in repurchase agreements; and

(b) Shall not be considered agents for third parties.
(2) Contractual obligations shall apply to and be binding on the commission and the specific eligible
financial institution with which the repurchase agreement is initially negotiated and settled.
(3) The commission shall approve the eligible financial institutions quarterly following fundamental
analysis of the most recent financial releases.
(4) The office [ef-Financial-Management]shall monitor credit worthiness of eligible financial institutions
daily based on financial market indicators.

Section 7. Default.
(1)
[(@)] If an eligible financial institution with which the commission has entered into a repurchase
agreement defaults, or is determined by the commission to be in danger of default, the commission
shall set off claims and liquidate property held in respect to the repurchase agreement against
obligations owing to the eligible financial institution under other repurchase agreements.
(2)[(b)] Payments, deliveries, and other transfers made under a repurchase agreement shall be deemed
to have been made in consideration of payments, deliveries, and other transfers made under any other
repurchase agreement by the eligible financial institution.
(3)[¢e)] The obligation to make payments, deliveries, and other transfers under a repurchase agreement
may be applied against the obligation to make payments, deliveries, and other transfers under any other
repurchase agreements of the eligible financial institution and netted.
@)
[(@)] From the proceeds of liquidated property, the commission shall pay itself the full principal and
accrued interest due as of the date of liquidation.
(5)[6)] Remaining cash balances shall be forwarded to the financial institution with which the
repurchase agreement was originally executed.

Section 8. Kentucky Bank Repurchase Program.

(1) Repurchase agreements with commercial banks and savings and loan associations chartered by
the Commonwealth of Kentucky or by the U.S. government with offices located in Kentucky before being
placed shall meet the following criteria:

(a) A loan to deposit ratio equal to or greater than seventy (70) percent;

(b) A nonperforming loan to capital ratio of equal to or less than twenty-five (25) percent;

(c) A capital to assets ratio equal to or greater than eight (8) percent or regulatory requirements; and

(d) A return on assets ratio greater than one-halfffive-tenths] (0.5) percent.
(2) Repurchase agreements with maturities equal to or greater than 365 days with commercial banks
and savings and loan associations chartered by the Commonwealth of Kentucky or by the u.s.
government with offices located in Kentucky shall be limited to $5,000,000 per institution.
(3) The office shall review the financial ratios listed quarterly to determine eligibility of institutions.
Existing repurchase agreements with institutions which fail to meet the minimum criteria for two (2)
consecutive quarters shall be subject to call at par value by the commission. Repurchase agreements
shall be placed according to:

(a) Availability of funds;

(b) Demand for funds by the institutions; and

(c) Highest loan to deposit ratio of eligible institutions.



(4)
[(a}] A repurchase agreement with a commercial bank or savings and loan shall not be an amount in
excess of its capital structure or ten (10) percent of the institution's deposits, whichever is less.
(5)[)] The commission shall not enter into a Kentucky Bank Repurchase Program repurchase
agreement with a commercial bank or savings and loan association that will cause that institution to
exceed in aggregate a total of $50,000,000[$25,000000] in repurchase agreements.
(6)[¢5)] Yield charged and collateral requirements for commercial banks and savings and loans.
(@) A commercial bank or savings and loan submitting U.S. Treasuries and agencies excluding
mortgage backed securities and collateralized mortgage obligations as collateral shall be charged the
[same—duration-yield—generic-|repurchase rate with an equivalent term as quoted by Bloomberg
L.P.[FinancialMarkets-with]and shall have a market value of 102 percent of the repurchase agreement
face value[cellateral].
(b) A commercial bank or savings and loan submitting mortgage-backed securities and collateralized
mortgage obligations shall be charged the [same-duration-yield—generic-]repurchase rate with an
equivalent term as posted on Bloomberg L.P.[Financial-Markets], plus fifty (50) basis points and shall
have a market value of[with] 105 percent of the repurchase agreement face value[celateral].
(7)[¢6)] Payment for and holding collateral[safekeeping] of purchases.
(a) Each transaction shall be conducted on a payment-versus-delivery basis.
(b) The office[A-party] shall not allow state funds to be released until delivery of adequate, negotiable
collateral has been verified.
(c) Securities purchased from commercial banks or savings and loan associations in a repurchase
agreement shall be received, verified, and held[safe-kept] by the state's custodial bank or its agent.

CONTACT PERSON: Laura Sharp, Administrative Specialist Ill, Office of General Counsel, 200 Mero
Street, 5th Floor, Frankfort, Kentucky 40622; phone (502)564-6660, fax (502)564-9875, email
laura.sharp@ky.gov.
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Dear Co-Chairs West and Lewis:

and 200 KAR 15:010 Formula for

After discussions with Administrative Regulation Review Subcommittee staff of the issues raised
by 200 KAR 14:011; 200 KAR 14:081; 200 KAR 14:091; and 200 KAR 15:010, the Finance and
Administration Cabinet proposes the attached amendments t0 200 KAR 14:011; 200 KAR 14:081;

200 KAR 14:091; and 200 KAR 15:010.
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SUGGESTED SUBSTITUTE

FINANCE AND ADMINISTRATION CABINET
State Investment Commission

200 KAR 14:091. Guidelines for money market instruments.

RELATES TO: KRS [44-640-]42.014(1), 42.500, 42.505-42.545

STATUTORY AUTHORITY: KRS 42.500(10), 42.520(2), 42.525

NECESSITY, FUNCTION, AND CONFORMITY: KRS 42.500(10) requires the State Investment
Commission to promulgate administrative regulations for the investment and reinvestment of state funds.
KRS 42.520(2) requires the commission to promulgate administrative regulations concerning the
assignment of priorities to public depositories. KRS 42.525 requires the State Investment Commission to
prescribe standards for the operation of the state's investment program. This administrative regulation
establishes the standards which shall apply to the use of certain money market instruments which include
bankers' acceptances, commercial paper, and negotiable collateralized and uncollateralized certificates
of deposit.

Section 1. Definitions.
(1) "Bankers' acceptance" means a short-term negotiable discount note drawn on and accepted by a
bank or trust company which is obligated to pay the face value amount at maturity.
(2) "Commercial paper" means an unsecured promissory obligation having a maturity of less than 270
days.
(3) "Commission" means the State Investment Commission.
(4) "NRSRO" means "Nationally Recognized Statistical Ratings Organization", which is a credit rating
agency that is registered with the Securities and Exchange Commission, and which provides its opinion
on the creditworthiness of an entity and the financial obligations issued by that entity.
(5) "Office" means the Office of Financial Management.

Section 2. Bankers' Acceptances.
(1) The office may purchase bankers' acceptances if rated in the highest short-term rating category by
a commission approved[an] NRSRO.

(2) The purchase of these instruments shall be:
(@) Made on a delivery versus payment basis; and
(b) Held in the Commonwealth's account in whatever depository shall be designated as eligible by the
commission.

3)
[(a)] Investment in bankers' acceptances shall be made for a period of no longer than 180 days per
investment.

Section 3. Commercial Paper.
(1) The office may purchase commercial paper rated in the highest short-term rating category by a
commission approved[ar] NRSRO.
(2) The purchase of these instruments shall be:
(a) Made on a delivery versus payment basis; and
(b) Held in the Commonwealth's account in whatever depository shall be designated as eligible by the
commission.




(3) [1he—]lnvestments in commermal paper shall be made for a perlod of no longer than 270 days per

Section 4. Negotiable Certificates of Deposit, Collateralized and Uncollateralized.
(1) The office may purchase collateralized certificates of deposit if issued by banks rated in one (1) of
the three (3) highest categories by a commission approved[an] NRSRO.
(2) The office may purchase uncollateralized negotiable certificates of deposit if issued by banks rated
in one (1) of the two (2) highest categories by a commission approved[an] NRSRO[-orsubject-to-200
KAR-14-200].
(3) The purchase of these instruments shall be:
(a) Made on a delivery versus payment basis; and
(b) Held in the Commonwealth's account in whatever depository shall be designated as eligible by the
commission.
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