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V.  INVIOLABLE CONTRACT 

“The Kentucky statement 

of intent is one of the 

strongest among the states. 

It’s statutes expressly 

states that pension benefit 

laws constitute an 

inviolable contract of the 

Commonwealth and the 

benefits provided therein 

shall ... not be subject to 

reduction or impairment 

by alteration, amendment, 

or repeal.” 



What is subject to amendment under the inviolable contract? 
  

• Retirement allowances calculated on an average of members’ 3 highest 

salaries if the member is at least 55 years of age and has at least 27 years of 

service.  [KRS 161.220(9)] 

• Post-retirement re-employment provisions.  [KRS 161.605((1)-(8)] 

• Retirement benefits for members providing part-time or substitute teaching 

services.  [KRS 161.612] 

• Retired teachers’ health insurance---only access to group coverage is 

guaranteed. [KRS 161.675] 

• Sick leave payments used for retirement calculation purposes.   

[KRS 161.155(10)] 

  

THE INVIOLABLE CONTRACT 

Covers all KTRS statutes --- KRS 161.220 through 161.710. 



FISCAL 

 YEAR 

SS  

COLAs 

KTRS 

COLAs 

FY 1975-76 8.0 1.0 

FY 1976-77 6.4 1.0 

FY 1977-78 5.9 1.0 

FY 1978-79 6.5 1.0 

FY 1979-80 9.9 1.0 

FY 1980-81 14.3 1.0 

FY 1981-82 11.2 1.0 

FY 1982-83 7.4 1.0 

FY 1983-84 3.5 1.0 

FY 1984-85 3.5 1.0 

FY 1985-86 3.1 1.0 

FY 1986-87 1.3 1.0 

FY 1987-88 4.2 1.0 

FY 1988-89 4.0 1.0 

FY 1989-90 4.7 1.0 

FY 1990-91 5.4 1.5 

FY 1991-92 3.7 1.5 

FY 1992-93 3.0 1.5 

FY 1993-94 2.6 1.5 

FY 1994-95 2.8 1.5 

FISCAL 

YEAR 

SS  

COLAs 

KTRS 

COLAs 

FY 1995-96 2.6 1.5 

FY 1996-97 2.9 1.5 

FY 1997-98 2.1 1.5 

FY 1998-99 1.3 1.5 

FY 1999-00 2.5 1.5 

FY 2000-01 3.5 1.5 

FY 2001-02 2.6 1.5 

FY 2002-03 1.4 1.5 

FY 2003-04 2.1 1.5 

FY 2004-05 2.7 1.5 

FY 2005-06 4.1 1.5 

FY 2006-07 3.3 1.5 

FY 2007-08 2.3 1.5 

FY 2008-09 5.8 1.5 

FY 2009-10 0.0 1.5 

FY 2010-11 0.0 1.5 

FY 2011-12 3.6 1.5 

FY 2012-13 1.7 1.5 

FY 2013-14 1.5 1.5 

FY 2014-15 1.7 1.5 

KENTUCKY TEACHERS’ RETIREMENT SYSTEM 

Social Security COLAs & KTRS COLAs 
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Number of people drawing from two retirement accounts 

Administrative and investment costs since 2009 

Number of people receiving refunds 

Annual investment returns for last ten years 

What would pay as you go look like 

Explanation of “Green Box” and “Yellow Box Dollars” 

BRIEF 

Schedule of bond payments for $3.3B bond 

 Demographics about Kentucky teachers 

Follow-up Information 

Annual investment returns  

for last ten years 



Year  Returns  

FY 2006           5.4  

FY 2007         15.3  

FY 2008         (5.7) 

FY 2009       (14.2) 

FY 2010         13.1  

FY 2011         21.6  

FY 2012           2.4  

FY 2013         14.1  

FY 2014         18.1  

FY 2015          5.1  

KTRS Investment Returns 



9 

INVESTMENT PERFORMANCE 
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KTRS RETURNS 
FISCAL YEAR ENDED JUNE 30, 2015 

CALSTRS Facts 
$191.4 billion in assets 

68% funded 
 

1-Year 3-Year 5-Year 10-Year 20-Year 

KTRS 5.1% 12.3% 12.0% 7.0% 7.6% 

CALSTRS 4.8% 12.3% 12.1% 7.0% 7.8% 
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Number of people drawing from two retirement accounts 

Administrative and investment costs since 2009 
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What would pay as you go look like 

Explanation of “Green Box” and “Yellow Box Dollars” 
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Schedule of bond payments for $3.3B bond 

 Demographics about Kentucky teachers 

Follow-up Information 

Administrative and 

investment costs since 2009 
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KTRS Expenses Compared to Other Systems  

Administrative Expenses

Investment Expenses

Administrative - Other States

Investment - Other States



  
  

 Assets  

End of Year  

 Actual  

 Expenses  

 Basis  

 Points   Our expenses compared to similar size systems  
        

 Kentucky Teachers 6/30/14           18,720,359,574      9,078,009  0.0485% 

 Kansas Public Employees 6/30/14           16,575,660,909     10,085,572  0.0608% 

 New Mexico Public Employees 6/30/14           15,104,097,545     10,416,788  0.0690% 

 Georgia Employees 6/30/14           17,266,692,000     14,476,000  0.0838% 

 Louisiana Teachers 6/30/14           17,900,035,458     15,026,969  0.0839% 

 Ohio Teachers Retirement System 6/30/14           75,420,054,000     63,485,000  0.0842% 

 Indiana Public Employees 6/30/14           24,695,285,000     28,959,000  0.1173% 

        

 ADMINISTRATIVE EXPENSES ANALYSIS  



13 

Number of people drawing from two retirement accounts 

Administrative and investment costs since 2009 

Number of people receiving refunds 

Annual investment returns for last ten years 

What would pay as you go look like 

Explanation of “Green Box” and “Yellow Box Dollars” 

BRIEF 

Schedule of bond payments for $3.3B bond 

 Demographics about Kentucky teachers 

Follow-up Information 

Explanation of “Green Box”  

and “Yellow Box Dollars” 
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Funding 

Provided 

in  

2014-2016 

Budget 

Provided Provided by

Actual Actual by Budget Budget

2012-2013 2013-2014 2014-2015 2015-2016

Personal Payments 2,348,000$               2,563,900$                 1,938,900$                   1,959,800$                    

1992-94 Increase in Survivor Benefits 1,483,000                 1,507,900                   1,525,100                     1,542,500                      

Prior Service 640,000                    640,000                      640,000                        640,000                         

Handicapped Child 621,900                    648,100                      617,300                        640,800                         

Amortized Payments

1998-2000 COLA 15,333,900               7,938,600                   

2000-02 COLA 12,511,400               12,511,400                 12,511,400                   7,227,700                      

2002-04 COLA 21,405,700               21,405,700                 21,405,700                   21,405,700                    

2004-06 COLA 15,413,700               15,413,700                 15,413,700                   15,413,700                    

2006-08 COLA 15,730,200               15,730,200                 15,730,200                   15,730,200                    

2002-04 Min Benefit Adj ($335-$440) 3,375,900                 3,375,900                   3,375,900                     3,375,900                      

Sick leave liability 1998-2000 4,660,300                 2,425,900                   

Sick leave liability 2000-2002 6,167,100                 6,167,100                   6,167,100                     3,579,100                      

Sick leave liability 2002-2004 5,337,000                 5,337,000                   5,337,000                     5,337,000                      

Sick leave liability 2004-2006 5,480,300                 5,480,300                   5,480,300                     5,480,300                      

Sick leave liability 2006-2008 5,814,400                 5,814,400                   5,814,400                     5,814,400                      

Sick leave liability 2008-2010 5,042,700                 5,042,700                   5,042,700                     5,042,700                      

Sick leave liability 2010-2012 9,632,400                 9,632,400                   5,198,100                     5,198,100                      

Sick leave liability 2012-2014 4,190,100                 8,630,400                   7,808,600                     7,808,600                      

Sick leave liability 2014-2016 4,527,300                     9,448,000                      

Medical Insurance subsidy                         

amortization 2008-10 Biennium 2,574,100                 2,574,100                   2,574,100                     2,574,100                      

Medical Insurance subsidy                    

amortization 2010-12 Biennium 3,363,200                 3,363,200                   3,363,200                     3,363,200                      

State Cost for new retirees starting 7/1/10 38,700,000                 50,200,000                   61,300,000                    

Employer Contribution Shortfall                          

2011-2013 KRS 161.550(6) 194,000                    31,408,200                   
-                                     

Actuarial required employer contributions  

    

TOTAL KTRS BUDGET REQUEST 141,319,300$        174,902,900$         206,079,200$            182,881,800$             

Payments available for debt service 136,032,400         130,843,000          119,749,700             116,798,700              

Memo Only - Debt Service on POB and OPEB Bond

Debt service paid to OFM included in enacted budget103,350,800         124,789,200          120,693,300             116,436,600              

244,670,100         299,692,100          326,772,500             299,318,400              
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Funding 

Proposed  

in  

2014 – 

2016  

Budget  

Fiscal 

Year 

Debt 

Service

Bond Issue A  

August 2010

Bond Issue B 

March 2011

Bonds Issue C 

February 2013

Total Debt 

Service 

Budgeted

Difference from 

FY 2016

$467,555,000 $269,815,000 $152,400,000

2011          55,092,681 55,092,681    

2012 69,042,487        26,235,908        -                        95,278,395    

2013 69,029,491        34,321,283        103,350,774   

2014 69,029,744        34,301,452        21,458,000          124,789,196   

2015 69,027,711        34,302,558        17,362,983          120,693,251   

2016 64,776,650        34,301,143        17,358,769          116,436,562   

2017 55,699,175        33,776,181        17,363,012          106,838,368   (9,598,194)        

2018 45,490,372        34,298,205        17,359,347          97,147,924    (19,288,638)      

2019 27,208,284        34,297,016        17,360,725          78,866,025    (37,570,537)      

2020 8,919,862          34,298,555        17,359,998          60,578,416    (55,858,146)      

2021 34,296,444        17,363,554          51,659,998    (64,776,564)      

2022 15,653,375        17,362,474          33,015,849    (83,420,713)      

2023 17,365,463          17,365,463    (99,071,099)      

2024 0 (116,436,562)     

Prepared by OSBD
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Number of people drawing from two retirement accounts 

Administrative and investment costs since 2009 

Number of people receiving refunds 

Annual investment returns for last ten years 

What would pay as you go look like? 

Explanation of “Green Box” and “Yellow Box Dollars” 

BRIEF 

Schedule of bond payments for $3.3B bond 

 Demographics about Kentucky teachers 

Follow-up Information 

Schedule of bond payments for 

$3.3B bond 



Teachers' Pension Funding ~ Bond Series Comparison 
 

Total 

Payback 

Average 

Coupon 
Total Bond 

Issue  

1 

Issue 

2 

Issue 

3 

Bond 

Series A 

Single 

issue 
   6,135,577,781  4.112% 3,300,000,000 3,300,000,000 - - 

Bond 

Series B 

Single issue 

plus .25% 
   6,302,135,280  4.362% 3,300,000,000 3,300,000,000 - - 

DIFFERENCE      166,557,499  0.250% 

Added  cost of interest rate increases over bond issue 

Increase of  0.250% $166,800,000 for $3.3 billion bond 

(Projections conservatively made using a two rating level downgrade from  

state's current rating of Aa3.) 

Projected Bonding Example Using "A2" Rated  

Taxable Municipal Rates February 5, 2015 
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What would pay as you  

go look like? 
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Fiscal Year 

 
 
 
 

Total 

Employer 

Required 

Contributions 

 
 
 
 
 

Employer 

Statutory 

Contributions 

 
 
 
 
 

Additional 

ARC - 

Required 

 

Amount of 

(3) 

Contributed 

for 

Amortized 

Benefit 

Payments 

 
 
 

Additional 

ARC -   Less 

Amortized 

Benefit 

Payments 

 

Amount of 

(5) 

Contributed 

per Budget 

as Debt 

Service is 

Retired 

 
 
 

Additional 

ARC - 

Required 

Without 

Funding Plan 

 
 
 

Additional 

ARC in (7) 

as 

Percentage of 
Payroll 

 

Funding 

Ratios 

Current 

Funding 

Additional 

ARC not 

made 

 (1) (2) (3) = (1) - (2) (4) (5) = (3)-(4) (6)  (7) = (5)-(6) (8) (9) 

FY 2015-16 1,038,098,289 443,698,289 594,400,000 107,000,000 487,400,000  0 487,400,000 12.97% 51.9% 

FY 2016-17 1,082,284,061 455,920,234 626,363,827 105,991,900 520,371,927 9,598,194 510,773,733 13.55% 53.6% 

FY 2017-18 1,066,387,702 472,847,287 593,540,415 104,643,800 488,896,615 19,288,638 469,607,977 12.30% 55.4% 

FY 2018-19 1,105,565,504 490,706,877 614,858,627 102,616,000 512,242,627 37,570,537 474,672,090 12.06% 55.9% 

FY 2019-20 1,137,394,075 508,481,866 628,912,209 101,387,100 527,525,109 55,858,146 471,666,963 11.61% 56.8% 

FY 2020-21 1,189,134,361 526,865,062 662,269,299 100,041,900 562,227,399 64,776,564 497,450,835 11.86% 57.0% 

FY 2021-22 1,269,490,247 546,153,708 723,336,539 98,477,400 624,859,139 83,420,713 541,438,426 12.49% 56.2% 

FY 2022-23 1,356,731,707 578,783,612 777,948,095 84,162,900 693,785,195 99,071,099 594,714,096 13.29% 55.4% 

FY 2023-24 1,451,232,415 611,879,300 839,353,115 69,936,000 769,417,115 116,436,562 652,980,553 14.12% 54.5% 

FY 2024-25 1,553,813,881 642,365,751 911,448,130 59,022,100 852,426,030 116,436,562 735,989,468 15.40% 53.7% 

FY 2025-26 1,664,874,078 672,384,865 992,489,213 49,042,000 943,447,213 116,436,562 827,010,651 16.75% 52.8% 

FY 2026-27 1,785,697,296 704,133,073 1,081,564,223 38,101,200 1,043,463,023 116,436,562 927,026,461 18.17% 51.9% 

FY 2027-28 1,919,187,604 736,180,790 1,183,006,814 27,497,400 1,155,509,414 116,436,562 1,039,072,852 19.70% 51.0% 

FY 2028-29 2,066,019,750 761,245,163 1,304,774,587 24,809,700 1,279,964,887 116,436,562 1,163,528,325 21.33% 49.9% 

FY 2029-30 2,228,574,406 786,812,992 1,441,761,414 22,454,700 1,419,306,714 116,436,562 1,302,870,152 23.10% 48.8% 

FY 2030-31 2,407,937,476 813,517,613 1,594,419,863 19,980,500 1,574,439,363 116,436,562 1,458,002,801 24.98% 47.6% 

FY 2031-32 2,606,418,967 841,636,751 1,764,782,216 17,256,600 1,747,525,616 116,436,562 1,631,089,054 26.98% 46.3% 

FY 2032-33 2,826,466,470 871,669,226 1,954,797,244 13,888,300 1,940,908,944 116,436,562 1,824,472,382 29.13% 44.9% 

FY 2033-34 3,068,600,445 903,893,155 2,164,707,290 9,448,000 2,155,259,290 116,436,562 2,038,822,728 31.41% 43.4% 

FY 2034-35 3,335,984,101 937,532,262 2,398,451,839 4,920,700 2,393,531,139 116,436,562 2,277,094,577 33.82% 41.8% 

 

Actuarial Analysis of Teachers’ Pension Fund 

Current Funding Status 

Cavanaugh Macdonald Consulting, LLC 
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Additional 

ARC 

Projected 

Under House Retired Debt 
Fiscal Year Bill 4 Service 

 
(1) (2) 

 

Projected ARC 

Increase Due to 

Loss of 

Amortized 

Benefit Adjusted ARC 

Payments  Required 
 

(3) (4) = (1)-(2)+(3) 

 

Phase in 

Amount of 

ARC to be Additional 

Amount of (4)  Contributed   ARC in (7) as  Funding Ratios 

Covered by Under House Percentage of  Under House 

Bond   Bill 4 Payroll   Bill 4 
 

(5) (6) (7) (8) 

FY 2015-16               487,400,000                            0                              0            487,400,000        487,400,000                            0                    0.00%                    51.9% 

FY 2016-17               520,371,927                            0            105,991,900            626,363,827        626,363,827            44,000,000                    1.17%                    53.6% 

FY 2017-18               245,020,786                            0            104,643,800            349,664,586        349,664,586            88,000,000                    2.31%                    66.0% 

FY 2018-19               240,962,712                            0            102,616,000            343,578,712        343,578,712          132,000,000                    3.35%                    66.9% 

FY 2019-20               230,436,623                            0            101,387,100            331,823,723        331,823,723          176,000,000                    4.33%                    68.1% 

FY 2020-21               233,701,986                            0            100,041,900            333,743,886        333,743,886          220,000,000                    5.24%                    68.7% 

FY 2021-22               259,996,868                            0              98,477,400            358,474,268        358,474,268          264,000,000                    6.09%                    68.4% 

FY 2022-23               285,570,938                            0              84,162,900            369,733,838        369,733,838          308,000,000                    6.88%                    68.2% 

FY 2023-24               310,726,143                            0              69,936,000            380,662,143          99,217,161          354,870,269                    7.67%                    68.1% 

FY 2024-25               335,427,731                            0              59,022,100            394,449,831                                       394,449,831                    8.26%                    68.1% 

FY 2025-26               359,408,462                            0              49,042,000            408,450,462                                       408,450,462                    8.27%                    68.1% 

FY 2026-27               382,688,150                            0              38,101,200            420,789,350                                       420,789,350                    8.25%                    68.3% 

FY 2027-28               403,980,014                            0              27,497,400            431,477,414                                       431,477,414                    8.18%                    68.6% 

FY 2028-29               424,837,089                            0              24,809,700            449,646,789                                       449,646,789                    8.24%                    69.0% 

FY 2029-30               446,212,882                            0              22,454,700            468,667,582                                       468,667,582                    8.31%                    69.8% 

FY 2030-31               469,938,334                            0              19,980,500            489,918,834                                       489,918,834                    8.39%                    70.2% 

FY 2031-32               493,248,323                            0              17,256,600            510,504,923                                       510,504,923                    8.45%                    70.7% 

FY 2032-33               518,577,801                            0              13,888,300            532,466,101                                       532,466,101                    8.50%                    71.2% 

FY 2033-34               544,008,218                            0                9,448,000            553,456,218                                       553,456,218                    8.53%                    71.8% 

FY 2034-35               570,273,101                            0                4,920,700            575,193,801                                       575,193,801                    8.54%                    72.4% 

 

Actuarial Analysis of House Bill 4 

$3.3 Billion Bond and Phase into ARC Over Eight (8) Years 

Cavanaugh Macdonald Consulting, LLC 
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 Demographics about Kentucky 

teachers 
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Administrative and investment costs since 2009 
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 Demographics about Kentucky teachers 

Follow-up Information 

Number of people receiving 

refunds 



Fiscal Year Vested Non-vested 
Number of 

Refunds 

Average 

Service 
 Amount  

June 30, 2011 219       2,258         2,477           2.04    17,325,387.00  

June 30, 2012 239       2,166         2,405           2.20    19,549,073.00  

June 30, 2013 284       2,230         2,514           2.34    22,059,094.00  

June 30, 2014 325       2,568         2,893           2.22    25,461,843.00  

June 30, 2015 308      1,994        2,302          2.57  23,025,972.34  

KENTUCKY TEACHERS’ RETIREMENT SYSTEM 

Analysis of Refunds 

In FY 2015, 486 of 1994 were retirees returned to work or 

approximately 25% of non-vested refunds. 
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Number of people drawing 

from two retirement 

accounts 



Kentucky Teachers’ Retirement  System 

Schedule of Retiree Benefits for July 2015 

Number % Amount      % 

Second Accounts         530  1.03%         232,671.29 0.15% 

First Accounts    50,878  98.97%   151,367,446.86  99.85% 

   51,408  100.00%   151,600,118.15  100.00% 

Second Accounts  

Do NOT Receive 

 Disability 

 Medical Insurance 

 Survivor Benefits 

 Life Insurance Benefits 

 

Age Demographics  

Second Account Recipients 

50-59 7 1.32% 

60-69 364 68.68% 

70-79 149 28.11% 

80-89 10 1.89% 

530 100.00% 



• Second Accounts on average have 5.9 years of service 

earned over 9.79 calendar years. 

• The final average salary for a second account is $49,980. 

• The median retiree final average salary for retirees this 

July 1 is $65,228.58. 

• Second Accounts pay the same contribution rate of 

12.855%. 

• [9.105% to retirement / 3.75% to medical] 

 

Information on Second Accounts 



Our Members 

Come First! 
 

1.800.618.1687 
 

502.848.8500 
 

www.ktrs.ky.gov 

Teachers’ Retirement System  

of the State of Kentucky 

Protecting & Preserving Teachers’ Retirement Benefits 
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