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Chairperson's Letter 

Teachers' Retirement System 
of the State of Kentucky 

. -~_,_.. 
· ...;.=."'--""--- November 30, 2001 

DearMembern: 

On behalf of tlie Board of Trustees and staff, I am pleased to present this 
Comprehensive Annual Financial Report of the Teachers' Retirement System of the 
State of Kentucl<y for the year ending June 30, 2001, the 6lst year of operation of the 
System. The accompanying reports from the independent auditor and the consulting 
actuary substantiate the financial integrity and the actuarial soundness of the system. 

KTRS closed the 2000-2001 fiscal year with $12.6 billion in assets. The active 
membership totaled 54,236 and the retired membership was 31,894 with an annual 
payroll of $674 million. 

Tim Board of Tiustees is totally committed to managing the retirement system 
funds in a prudent, professional mam1er. The retirement system is justly proud of the 
bding level the System has achieved. Eve1y eff01t will be made to insure that the system 
co11th1ues to operate in a fiscally sound manner. Present and future members of the 

system dese1ve to be able to avail themselves of the best possible retirement as autl1orized 
by statute. 

We appreciate the support and cooperation extended by the Governor and the 
Legislature. This cooperation allows the system to not only meet cun:ent challenges but 
to also malw timely provisions for the future. 

The Board of 1~ustees pledges to contiuue to administer the affairs of the Kentuc!<y 
1eachers' Retirement System in the most competent and efficient manner possible. 

Sincerely, 

~r··· .. ~ 
Virginia Murrell 
Chairperson 
Board of Trnstees 

BOARD OF TRUSTEES 

VIRGINIA MURRELL 
CI-IAIRPERSON 

SOMERSET 

JUDITH R. GAMBILL 
VICE CHAIRPERSON 

ASHLAND 

ROBERT M. CONLEY 
PAINTSVILLE 

ARTIIUR GREEN 
ELKTON 

STEVE HOSKINS 
WICKLIFFE 

EARLE V. POWELL 
FRANKFORT 

BARBARA 
G. STERRETI' 

LEXINGTON 

EX OFFICIO 
GENE WILHOIT 
COMMISSIONER 

DEPARTMENT 
OF EDUCATION 

EX OFFICIO 
JONATHAN MILLER 

STATE TREASURER 
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Letter of Transmittal 

Teachers' Retirement System 
of the State of Kentncky 

Honorable Paul E. Patton, Governor 
Conunonwealth of Kentucky 
Capitol BuJdmg 
Frankfort, Kentucl,y 40601-3800 

November30, 2001 

Dear Governor Patton: 

It is my pleasme to submit the 6lst Comprehensive 
Annual Financial Report of the Teachers' Retirement 
System of the State ofKentucl<y, a Component Unitoftbe 
Conunonwealtl1 of Kentucl<y, for the fiscal year ended June 
30,2001. 

State law provides tl1e legal requirement for the 
publication of this report and in addition requires an 
annual audit of the retirement system. 

Kentuclzy Teachers' Retirement System (KTRS) has 
produced an annual report that will provide you, the 
General Assembly, and the general public, with 
information necessary to gain a better understanding of 
the Teachers' Retirement System. 

This Report Consists of Five Sections: 

•!• The Introducto1y Section contains the Board 
Chairperson's letter, this letter of transmittal, Board of 
Trustees information, a list of consultants used by the 
System, and the organizational cha1t. 

•!• The Financial Section contains the opinion of the 
independent accountants, n1anagement

1 
s discussion and 

anal)'Bis, financial statements and required supplementary 
information. 

•!• The Investment Section presents investment and 
portfolio performance. This includes the policies, 
summary, and profJe of the System's holdmgs. 

•!• The Actuarial Sectio11 contains the certification 
from Buel< Consultants (the consulting actuary service) 
as well as the results of tlrn System's actuarial valuation. 

•!• The Statistical Section contains various irJoxmation 

on the System's membership, both active and retired. A 
listing of all participating KTRS employers is also 
presented in this section. 

Accounting System and Reports 

This repo1t has been prepared in conformity with 
the principles of govermnental accounting and reporting 
as established by the Governmental Accounting 
Standa1-ds Board and the American Institute of Certified 
Public Accountants. This report was prepared by the 
Kentucky Teachers' Retirement System comptroller's 
section. Responsibility for both tbe accuracy of the 
presented data and the completeness and fairness of the 
presentation, including all disclosures, rests with KTRS. 
KTRS believes the data, as presented, is accurate in all 
material aspects; that it is presented in a manner designed 

to fairly set forth the financial position and results of 
operations of KTRS as measured by the financial activity 
of its various funds; and that all disclosures necessary to 
enable the reader to gain the maxim.um understanding of 
KTRS' financial affairs have been included. 

Tl1e accrual basis of accounting is used to record the 

assets, liabilities, revenues, and expense~ of the System. 

Revenues of the System are tal~en into account when 

earned without regard to tbe date of collection, and 
expenses are recordecl when the correspondmg liabJities 
are inclllred, regardless of when payment was made. Fixed 
assets are recorded at cost and depreciated over the 
estimated useful lives of tlw assets. 

In developing and evaluating KTRS' accounting 
system, consideration is given to the adequacy of intei-nal 

accounting controls. Internal accounting controls are 

designed to provide reasonable, but not absolute, 
assurance regarding: (1) the safeguarding of assets against 
loss from unautlwrized use or disposition; and (2) the 
reliability of financial records for preparing financial 
statements and maintaining accountability for assets. The 
concept of reasonable assurance recognizes that: (1) the 
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cost of a control should not exceed the benefits lilzelyto 
be derived; and (2) tbe evaluation of costs and benefits 
requires estimates and judgments by management. 

All internal control evaluations occur within the 
above frameworlz. We believe that KTRS' internal 
accounting controls adequately safeguard assets and 
provide reasonable assurance of proper recording of 

financial transactions. 

Revenues 

The reserves needed to finance retirement and other 
member benefits are accumulated tlrrough the collection 
of n1ember1 employer ox state contributions as well as 
income derived from the investment of reserve funds. 
Total additions (contributions and net investment 
income) for the fiscal year were $384 million for the 
defined benefit plan, while the additions to the medical 
insurance plan and the tax-sheltered annuity plan were 
$138 million and $38 thousand respectively. The 
overall co11t1ibution rates remain the sa1ne. However, 
3 .25% of payroll was assigned to the medical insurance 
plan rather than the defined benefit plan. As of April 
30, 1997, the tax-sheltered annuity plan no longer 
accepts contiibutions. 

Expenses 

The primary purpose of a retirement system relates 

to the purpose for which it was created, the payment of 
benefits. These payments, along with refunds of 
contributions to terminated employees, insura11ce be11efits 
of retired teachers, and the cost of administering the 
system, comprise the total expenses. The total expenses 
of the tax-sheltered annuity plan were $55. 9 thousand, 
consisting solely of benefit payments. The total expenses 
of the medical insurance plan were $88.2 million. The 
amount is primarily composed of health insurance 
premiums and actual medical expenses. As detailed below, 
the defined benefit plan incurred a total of $690. 6 
million in expenses: 

EXPENSES 

Benefits 
Refm1ds 
Ad1ninistration 

(MIWONS) 

$ 674.0 
10.7 
5.9 

Pension benefits paid to retirees and beneficiaries 

increased $64. 6 million bringing total benefit payments 
to $674 million. Refunds of contributions paid to 
former members upon termination of employment 

decreased slightly from $11.4 million to $10. 7 million. 
Administrative expense rose $1.1 million, or22.4%, due 
primarily to the addition of a KTRS call center and costs 
associated witl1 a new in1aging system. These two 
initiatives will enhance service response and provide 
greater information security to our membership. 

lnvestinents 

The investment portfolio's earnings represent a 
substantial financial contribution to the System. Income 
from investments provides most of the funds used in 
paying member annuities. The investment portfolio 
expe1'ienced significant growth during the 2000-2001 
fiscal year. The portfolio's par value increased from 
$11,337,840,290 to $12,059,753,287. The growth 
of the portfolio primarily was due to investment income 
that included realized capital gains. Employer and 
employee contributions also provided significant income 
to the portfolio. 

Investment earnings, including depreciation of asset 
values, net of investment expenses for the 2000-2001 
fiscal year were ($99,579,273). The negative investment 
earnings can be attributed primarily to the net 
depreciation of securities being ($549,288,400) that was 
caused by less favorable investment marl<et conditions. 
The investment earnings deficit would have been larger 
had it not been for the significant interest income earned 
on investments in the amount of $341,358,394. The 
second largest earnings component of $87,699,292 was 
earned from dividends. Other income of $24, 990,277 
was generated from rent and securities lending. 

According to KRS 161.430 the KTRS Board of 
Trustees has the authority to invest the assets of the 
System. The Board of Trustees, generally, delegates 
investment authority to an Investment Committee that 

is comprised of two 'Ilustees and the System's Executive 
Secretary. The Investment Committeeworbcloselywith 
experienced investment counselors, who are contracted 

by tl1e Board ofTmstees, and the System's professional 
staff in evaluating investments. 
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Funding 

Based on recommendations of the Board of Trustees, 
the General Assembly establishes the levels of 
contribution by statute that are to be made by members 
and employers to fund the liabJities of the system. Each 
year, an independent actuary performs a valuation to 

determine wl1ether the current levels of conhfuution will 
be sufficient to cover the cost of benefits earned by 
members. 

The latest actuarial valuation was for the period 
ending June 30, 2000. This report reflects the System's 
assets, based on modified marl<etvalue; totaled $12.8 
billion and the liabilities totaled $13.3 bJlion. The 
actuary determined that the existing levels of contribution 
by members and employers would be sufficient to fund 
all of the System's liabilities within a reasonable pe1-iod 
of time. The rep01t concludes that the System is operating 
on an actuarially sound basis. Assuming that employer 
contributions continue in the future at rates 
recommended on the basis of the successive actuarial 
valuations, the actuary states that the continued 
sufficiency of the retirement fund to provide the benefits 
called for under the System may be safely anticipated. 

.KTRS Medical Insurance Plan 

KTRS health care costs keep escalating at a much 
laster clip than revenue growth in the Medical Insurance 
Plan. Last year, basic doctor/hospital costs and the cost 
of medications (prescriptiondrngs) rose about 10%. An 
actuarial valuation of the Medical Insurance Plan for the 
fiscal year ended June 30, 2000 indicated that the fund 
has an unfunded liability of $2.2 billion. The KTRS 
2000-2002 biennial budget requested additional 
funding from the Commonwealth, but due to difficult 
economic times, these funds were not available. Tl1e 
General Assembly partially addressed the issue by 
allowing an additional 3.25% of the employer 
contributions to be directed to the medical insurance 
program. 

Effective January 1, 1999 KTRS retirees and 
dependents under the age of 65 have their l1ealth 
insurance provided by plans managed by the Kentucl<y 
Personnel Cabinet. Under this arrangement, KTRS 
provides a monthly supplement to assist the retiree and 
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their dependents in purchasing their health insurance. 
Retirees 65 and over remain in the plan administered by 
KTRS. These retirees also receive a supplement for the 
cost of their coverage. 

The System realizes that these means alone will not 
solve tlie medical insurance funding crisis. Additional 
steps must be talwn througl1 legislation on botl1 the state 
and national levels in order for hue cost control to result. 
Meanwhile, KTRS will address the problem by tabng 
measures to contain costs ai1d by increasing revenues to 

the insurance fund, adjusting coverage to 111eet existh1g 
revenues, or a combination of the two. 

Professional Services 

Professional consultants are appointed by the Board 
of Trustees to perform professional services that are 

essential to the effective and efficient operation of the 
KTRS. A ceitification from the ceitified public 
accountant and actuary a.Te enclosed in this report. The 

system's consultants who are appointed by the Board are 
listed on pages 8 and 43 of this repoit. 

Our Gratitude 

Following twenty-four years of dedicated and 
exemplary service as Executive Secretary of the KTRS, 
Mr. Pat N. Miller elected to retire effective November 
30, 2000. The KTRS Board and sl:aHwish for Mr. Miller 
many years of enjoyable retirement . 

National Recognition 

The System was honored by two National 
professional organizci.tions in regard to the adminish·ation 

of the retirement program. 

GFOA Certificate of Achievem.ent 

The Govermnent Finance Officers Association of 
the United States and Canada (GFOA) awarded a 
Ceitificate of Achievement for Excellence in Financial 
Reporting to the ~achers' Retirement System of the State 
of Kentucl<y for its comprehensive annual financial re po it 
(CAFR) for the fiscal year ended June 30, 2000. The 
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Certificate ofAchieve1nent is a prestigious national award 

recognizing confonnance with the highest standards for 
preparation of state and local government financial 
reports. 

In order to be awarded a Certificate of Achievement, 
a government unit must publish an easily readable and 
efficiently organized comprehensive annual financial 
report, whose contents confor1n to program standards. 
Such CAFR must satisfy both generally accepted 
accounting principles and applicable legal requirements. 

A Certificate of Achievement is valid for a period 
of one year only. The KTRS has received the Certificate 
ofAchieve1nent for the last thirteen consecutive years 

(fiscal years ended 1988-2000). We believe our current 
report conti11ues to conform to the Certificate of 

Achieveme11t program requirements, and we are 

submitting it to G FOA. 

PPCC Achievem.ent Award 

The Public Pension Coordinating Council awarded 
a Certificate ofAcl,ievement to the Teachers' Retirement 

System oftlrn State of Kentucl<y for 2000 (this award is 
issued eve1y two years) for implementing and maintaining 
high professional standards in administering the affairs 
of the System. The award is based on compliance with 
principles judged lo underlie exemplary retirement system 
achievements in the areas of benefits, actuarial valuation, 

financial reporting, i11vestments and disclosure and are 

widely acknowledged to be marks of excellence for 
retirement systems. It represents the highest standards 
of excellence in the public pension indushy. 

The PPCC is a coalition of the four major public 
pension organizations in the nation. These include the 

National Associatio11 of State Retire1nent 
Administrators, The National Council on Teacher 
Retirement, the National Conference on Public 
Employees Retirement Systcn1s, a11d Govern1nent 

Finance officers Association. 

Acknowledgm.ents 

The preparation of this rep01t reflects the combined 
effo1ts of the KTRS staff under the leadership of the 

Board of Trustees. It is intended to provide complete 
and reliable information. This information serves as a 

basis for 1nal<ing management decisions and for 

determining compliance with legal provisions. It is also 
used to determine responsible stewardship forthe assets 
contributed bythe members and their employers. 

This rep01t is being maJcd to all employer members 
of the System who form the ];n!, between KTRS and its 
members. Their cooperation contit1ues to contribute 

significantly to the success of KTRS. Hopefully, the 
employers and their employees will find this rep01t both 
informative and helpful. 

KTRS is totally committed to the continued 
operatio11 of an actuarially sound retirement systen1. The 

support that you have demonstrated in the past is an 
essential part of this commitment, and we !ooh forward 
to continuing this good relationship in the future. 

Respectfully Submitted, 
Gary L. Harbin 
Executive Secretaxy 
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Kentucky Teachers' Retireinent Systein 
479 Versailles Road 

Frankfort, Kentucky 40601-3800 

I ADMINISTRATIVE STAFF I 
GARYL. HARBIN, CPA 

Executive Secretary 

C.JOE HUTCHISON, MBA, CPA 
Deputy Executive Secretary 

SIUARTA. REAGAN, CFA 
C/1ief Investment Officer 

I PROFESSIONAL CONSULTANTS I 
ACTUARY AUDITOR 

George B. Buck ConsultingActuaries, Inc. Charles T. Mitchell, LLP 
201 West Main Street 

P.O. Box698 
FranH01t, Kentucl<y 40601 

Suite 1200 
Galleria Parl<way NW 

Atlanta, Georgia 30339 

*See page 43 of t/w Investment Section 

for invesbnent consultants. 
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KTRS Organizational Chart 

Board of Trustees 

Executive Secretary 

GARY L. HARBIN 

I I 
Chief Investment Deputy Executive Deputy Executive 

Officer Secretary Secretary 

STUART A. REAGAN VACANT C. JOE HUTCHISON 

1 I 
I I I I I I 

Investment Investtnent Member Member Information ComptroUer Administrative 
· Management Accounting Services Benefits Technology Services - J.B. WllllamsH. J.srephen Dm>idM. JamesR. MllJ'Sha1l 

Greenwell Leach JUtfy ClfJJbrd Chadwell,Jr. Rqvniond 

. . . . . . . . . . . . . . . . . . . . . . . . . ' .. ............................. . . . . . . . . . . . . . . . . . . . . . . . . . . . .............. 
Portfolio Interest Retiree Member & Application General Ledger : Administrative 
Management Collection Insurance Group Analysis .. Escrow & Services 
Investment Security Under Age 65 Counseling Computer 
Transactions Settlements Pre-Retirement : : • Survivor & Programming 

Voluntary .. Building 
Tax Information Management 

Portfolio Custodial & Mid-Career Death Benefits Computer Employer .. Mailroom 
Evaluation Services Planning ... Disability & Operations Annual Reports : Messenger 
Assist Record Programs Service Data Base .. Budget Services 
Investment Maintenance Refunds & Retirement Administrator 
Committee Personal Retirement Data Entry 

Preparation • • • • • • • • • • ' • ! • .. Payroll .............. 
Payments Waivers & Re- . . Special Administration .............. Retiree Payroll Employment Reports 
Record ... On Site . ............. 
Maintenance Workshops 

............... Call Center 
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Certificate of 
Achievement 
for Excellence 

in Financial 
Reporting 

Presented to 

Teachers' Retirement 
System of the State of 

Kentucky 
For its Comprehensive Annual 

. Financial Report 
for the Fiscal Year Ended 

June 30, 2000 
A Certificate of Achievement for Excellence in Financial 

Reporting is presented by the Government Finance Officers 
Association of the United States and Canada to 

government units and public employee retirement 
systems whose comprehensive annual financial 

reports (CAFRs) achieve the highest 
standards in government accounting 

and financial reporting. 
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Public Pension Coordinating Council 
Public Pension Principles 

2000 Achievement Award 
Presented to 

Kentucky Teachers' Retirement System 

In recognition of instituting professional standards for public 
employee retirement systems as established by the Public Pension Principles. 
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FINANCIAL SECTION 

W~ fl AittM WOlllfUUlf, JJJJPJ 
Certified Public Accountants 

20! WESTMAIN,P.O. eox 693 
FRANKFORT, KENTUCKY 40662-1)69& 

TELEPHONE• {502) 227· 7395 
T.BLECOPIER • (502) 227-8005 

Board of Trustees 

INDEPENDENT AUDITOR'S REPORT 

Teachers' Retirement System of the State of Kentucky 
Frankfort, Kentucky 

DON C. GILES, C.P.A. 
WILLIAM G, JOHNSON, JR., C.P.A. 

LARRY T. WILLIAMS, C.P.A, 
JAMES CLOUSE, C.P.A. 

BERNADETTE SMITH, C.P.A. 
KIM FIELD, C.P.A. 

CHARLES T. MITCHELL, C.P.A. 
CONSULTANT 

We have audited the accompanying statements of plan net assets of the Teachers' Retirement System of the State of 
Kentucky as ofJune 30, 2001 and 2000 and the related statements ofchanges in plan net assets for the years then 
ended. These component unit financial statements are the responsibility of the Teachers' Retirement System's 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America 
and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements 
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the general purpose fmancial statements referred to above present fairly, in all material respects, the 
plan net assets of the Teachers' Retirement System of the State of Kentucky, a component unit of the Commonwealth 
of Kentucky, at June 30, 2001 and 2000 and the changes in its plan net assets for the years then ended, in conformity 
with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated November 26, 2001 on 
our consideration of the Teachers' Retirement System of the State of Kentucky's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be 
read in conjunction with this report in considering the results of our audit. 

The financial section supporting schedules listed in the table of contents are presented for the purpose of additional 
analysis and are not a required part of the basic fmancial statements. These schedules are the responsibility of the 
System's management. Such schedules as of and for the year ended June 30, 2001 have been subjected to the 
auditing procedures applied in our audit of the basic financial statements and, in our opinion, are fairly stated in all 
material respects when considered in relation to the basic financial statements taken as a whole. 

We did not audit the data included in the introductory, investment, actuarial and statistical sections of the report and 
therefore express no opinion on them. 

November 26, 2001 
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FINANCIAL SECTION 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

This discussio11 and analysis of Kentucl<y Teachers' Retirement System's financial performance provides an 
overview of tl1e defined benefit and medical insurance plans' financial year ended June 30, 2001. Please read it in 
conjunction \vitl1 the respective financial state1nents1 ,vl1ich begin on page 19. 

USING THIS FINANCIAL REPORT 

Because of the long-term nature of a defined benefit pension plan and medical insurance plan, financial 
state1ncnts alone cannot provide sufficient information lo properly reflect the plan's ongoing plan perspective. The 

Statement of Plan Net Assets and Statement of Cbanges in Plan Net Assets (on pages 19-20) provide information 
aboutthe activities of the defined benefit plan, medical insurance plan and the tax sheltered annuity plan as a whole. 
The Kcntuclryleachers' Retirement System is the fiduciaty of funds held in tmst for its members. 

The Scl1edule of funding Progress (on pages 32-33) includes lnstorical trend information about the actuarially 
funded status of each plan from a long-term, ongoing plan perspective and the progress made in accumulating 
sufficient assets to pay benefits and insurance premiums wl1en due. Tl1e Schedule of Bmployer Contributions (on 
pages 32-33) presents lnstorical trend information about the annual required confributions of employers and the 
confributions made by employers in relation to the requirement. Tl1cse sched1Jes provide information that contributes 
to understanding the changes over time in the funded status of the plans . 

KENTUCKY TEACHERS' RETIREMENT SYSTEM AS A WHOLE 

In the fiscal year ended June 30, 2001, the Kentucky Teachers' Iictirement System's combined plan net assets 
decreasedby$257. l million- from $12,871.6 million to $12,614.5 million. Plan net assets for the prior fiscal 
year increased by $351.7 mJlion. The following summaries focus on plan net assets and changes in plan net assets 
of Kentucl<y Teache1~' 1-(etirement System's definedbenefit plan, medical insurance plan ancl the tax sl1eltered annuity 
plan. 



FINANCIAL SECTION 

Summary of 

Plan Net Assets 
(In Millions) 

Categories Defined Benefit Plan Medical Insurance Plan 403(b) Tax Shelter TOTAL 

Cash & Investments 
Fixed Assets 
Receiveables 
Total Assets 
Total Liabilities 
Plan Net Assets 

2001 2000 2001 2000 2001 

$ 13,190.4 $ 13,148.7 $ 100.4 $ 59.6 $ .7 
4.0 3.3 

98.6 96.6 9.6 1.7 
$ 13,293.0 $ 13,248.6 $ 110.0 $ 61.3 $ .7 

(782.6) (431.6) (6.6) (7.4) 
$ 12,510.4 $ 12,817.0 $ 103.4 $ 53.9 $.7 

Summary of 

Changes In Plan Net Assets 
(In Millions) 

2000 2001 2000 

$ .7 $ 13,291.5 $ 13,209.0 
4.0 3.3 

108.2 98.3 
$ .7 $ 13,403.7 $ 13,310.6 

(789.2) (439.0) 
$ .7 $ 12,614.5 $ 12,871.6 

Categories Defined Benefit Plan Medical Insurance Plan 403(b) Tax Shelter TOTAL 
2001 2000 2001 2000 2001 2000 2001 

ADDITIONS 
Member's Contributions $ 208.7 $ 203.1 $ 40.0 $ 36.4 $ 248.7 
Employer's Contributions 280.1 311.3 92.4 48.9 372.5 

Investment Income (net) (104.9) 454.3 5.3 3.7 (99.6) ---
TOTALADDITIONS $ 383.9 $ 968.7 $ 137.7 $ 89.0 $ 521.6 

DEDUCTIONS 
Benefit Payments 674.0 609.4 674.0 

Refunds 10.6 11.3 .1 10.6 

Adminitrative Expense 6.0 4.9 3.2 3.0 9.2 

Insurance Expenses --- 84.9 77.3 84.9 ---
TOTAL DEDUCTIONS ~ 690.6 $ 625.6 $ 88.1 i 80.3 $ .1 $ 778.7 
Increase (Decrease) in $ (306.7) $ 343.1 $ 49.6 $ 8.7 $ (.1) $(257.1) 

Plan Net Assets 

Plan net assets of the definedbenefit plan decreased by 2.4% ($12,510.4 million compared to $12,817.0 

million). The decrease is primarily due to the reduced amount of investment income; ($104. 9) million compared to 

$454.3 million, as a result ofless favorable investment marlzet conditions in general. These assets are restricted to 

providing montbly retirement allowances to members and their beneficiaries. 

Plan net assets of the medical insurance plan increased by 91.3% ($103.4 million compared to $53. 9 mill.ion). 

The increase is primarily due to the state legislature approving additional funding of 3.25% of payroll from the 

employer matching contribution. Plan assets are restricted to providing hospital and medical insurance benefits to 

members and their spouses. 

2000 

$ 239.5 
360.2 
458.0 

$1,057.7 

609.4 
11.4 
7.9 

77.3 
$ 706.0 
$ 351.7 
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FINANCIAL SECTION 

Defined Benefit Plan Activities 

Member contributions increased $5.6 million. l<etixement conh-ibutions are calculated by appl)~ng a percentage 

factorto sala1y and are paid in monthly by each member. Members may also pay conU-ibutions to repurchase previously 
refunded service credit or to purchase various types of elective service credit. 

Employer conh-ibutions totaled $280.1 million; a net decrease of $31.2 million over fiscal year 1999-2000 
conh-ibutions. An increase in covered payroll of $117.5 million generated an increase in employer conh-ibution of 

$12.3 million. However, the assignment of additional funding of 3.25% of payroll to the Medical Insurance Plan 
!ms resulted in a decrease of $43 .5 million to the plan. 

Net investment income decreased $559 .2 million ($104. 9 million loss at June 30, 2001 as compared to 

$454.3 million gain at June 30, 2000). Tl1e primary factor for this reduction in net investmentincome between 
fiscal years is a decrease in the fair value of investments for the year ended June 30, 2001 as compared to the year 

ended June 30, 2000. This can be illush-ated as follows: 

Appreciation in fair value of investments - June 30, 2001 

Appreciation in fair value of investments - June 30 1 2000 

Net depreciation in fairvalue of investments 

Net income (net of inveshnent expense) 

Net gain on sale of investments 

Investment Income (net) - June 30, 2001 

In Millions 
$ 471.7 

1,518.8 

(1,047.1) 

444.3 

497.9 

~ (104.9) 

Program deductions in 2000-2001 increased $65 .1 million. The increase was caused principally by an increase 

of $64.6 million in benefit payments. Members who were drawing benefits as of June 2000 received an increase of 
2.3% to theirretirement allowances in July 2000. Also, there was an increase of 1,282 members and beneficiaries 

on the retired payroll as of June 30, 2001. 

Medical Insurance Plan Activities 

As explained above, employer conh-ibutions paid into the insurance fund increased by $43.5 million over the 
prior year. An increase in the amount of covered payroll, $117.5 million, and increases in the percentage of covered 

payroll paid into the medical insurance fund accounts for the increased employer contributions. 

Program deductions increased $7.8 million explained almosttotally by an increase in payment of insurance 

expenses of $7.6 million. The monthly premiums and medical/prescription claims increased for all retirees coupled 
with an increase of 755 in the number of retirees receiving premium subsidies. 



FINANCIAL SECTION 

Net it1vestmenl income increased$1.6 million. This is due solely to the recognition of interest income. Since 

all investments for the .Nledical Insurance Pla11 are sl101t term in i1ature1 tl1e recognition of appreciation in fan· value 

is not feasible. This can be i!lustratccl as follows: 

Appreciation in fair value of investn1ents - June 30, 2001 

Appreciation in fair value of invcsbncnls - June 30, 2000 

Net depreciation in fair value of investments 

Net inco1ne (net of investment expense) 

Net gain on sale of investn1ents 

Invcsbncnt Tnco1nc {net) - June 30, 2001 

HISTORICAL TRENDS 

In .t.'lillions 

$ () 

__ o_ 
0 

5.3 

0 

$ 5.3 

Accollllting stancLi.rds require tbat the sl:aten1enl of plan net assets sl.ctte asset value at fair value at1d include only 

benefits and refunds due plan members and beneficiaries and accrued investn1enl and adminislralive e."Xpenses as of 

the repo1ting date. lnfonnation regarding tlie actuarial funding status of the defined benefit plan and the medical 
insmance plan is provided in the Schedule of Funding Progress (on pages 32-33). The asset value stated in the 
SchedtJe of Funding Progress is cletermined by the system aduai')'. The actuarial accrued liaJ,ility is calculated using 
the projected unit credit cost method. 

In the past, the defined benefit plan has experiencecl improvement year to year in its funding position with more 
than adequate assets to meet pension obligations. The 2000-2001 fiscal year reveals a decline in funding position 
due to declining financial marl<els and an increase in actuarial liability. Even under tl1csc adverse co11ditions1 tl1e 

defined benefit plan continues to be well funded. 

'"fbe medical insura11cc plan is not as vul11erable to adverse marl<et conditions since its assets are all sliorl term 
in nature and less likely to experience buge fluctuations. Although, the plan continues to l1ave a large unfunded 
actuarialliability, the current obligations are being met by current funding. 

Annual required co11tributions of the employers ai1d contributio11s made by tlie employees in relation to tbe 

required contributions are provided in tl1e Scl1edule of Employer Contributions (on pages 32-33). This schedtJe 
h1dicates that employers are ge11erally meeting their responsibilities to provide resources to the plans. 
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ASSETS 
Cash 
Prepaid expenses 

Receivables 
Contributions 
stale of Kentucky 
Investment income 
Investment sales receivable 
Other receivables 

Total recelvables 

lnves!mants, at fair value 
(See Note 4) 

Short term Investments 
Bonds and mortgages 
Common stock 
Real estate 

Total investments 

Invested security lending 
collateral 

Fixed assets, at cost net of 
accumulated depreciation 
of $1,704,491 (See Note 2) 

Total assets 

LIABILITIES 
Liabilities 

Accounts payable 
Treasurer's unredeemed 

checks 
Insurance claims payable 
Compensated absences 

payable 
Unearned insurance 

premium receipts 
state of Kentucky 
Investment purchases payable 
Obliga!ions under securities 

lending 

Total Liabilities 

Net Assets Held in Trust for 
Pension Benefits 

(A schedule of funding progress is 
presented on page 32-33.) 

FINANCIAL SECTION 

Statements of Plan Net Assets 
As of June 30, 2001 and 2000 

Defined Medical 403(b) 
Benefit Plan Insurance Plan Tax Shelter 

2001 2000 2001 2000 2001 

$ 4,386,962 $ 1,595,580 
197,146 254,331 

13,446,193 21,705,562 $ 9,634,270 $ 1,707,488 
1,179,855 

62,086,748 63,900,058 
20,268,793 9,212,393 

1,598,113 1,792,622 

98,579,702 96,610,635 9,634,270 1,707,488 

893,113,704 818,099,133 100,438,593 59,585,346 $ 647,703 $ 
4,613,416,077 4,355,407,607 
6,613,084,210 7,393, 185,234 

303,270,917 230,462,637 

12,422,884,908 12,797,154,611 100,438,593 59,585,346 647,703 

762,967,508 349,778,001 
4,040,992 3,252,119 

13,293,057,218 13,248,645,277 110,072,863 61,292,834 647,703 

1,208,696 812,101 323,592 75,852 
31,628 19,608 

6,300,100 7,240,347 
518,685 502,315 

7,116 106,788 

3,325,999 
17,922,783 77,096,075 

762,967,508 349,778,001 

782,649,300 431,534,099 6,630,808 7,422,987 

$12,510,407,918 $12,817,111,178 $ 103,442,055 $ 53,869,847 $ 647,703 $ 

TOTAL 

2000 2001 2000 

$ 4,386,962 $ 1,595,580 
197,146 254,331 

23,080,463 23,413,050 
1,179,855 

62,086,748 63,900,058 
20,268,793 9,212,393 

1,598,113 1,792,622 

108,213,972 98,318,123 

665,521 994,200,000 878,350,000 
4,613,416,077 4,355,407,607 
6,613,084,210 7,393, 185,234 

303,270,917 230,462,637 

665,521 12,523,971,204 12,857,405,478 

762,967,508 349,778,001 
4,040,992 3,252,119 

665,521 13,403,777,784 13,310,603,632 

1,532,288 887,953 
31,628 19,608 

6,300,100 7,240,347 
518,685 502,315 

7,116 106,788 

3,325,999 
17,922,783 77,096,075 

762,967,508 349,778,001 

789,280, 108 438,957,086 

665,521 $12,614,497,676 $12,871,646,546 
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ADDITIONS 
Contributions 

Employer 
Member 

Total contrlbul!ons 

Investment Income 
Net appreciation (depreciation) 

In fair value of 
Investments 

Interest 
Dividends 
Rental income, net 
Securities lending, 

gross earnings 

Gross investment income 

Less investment expense 
Less securities lending 
expense 

Net investment income 

Total addrtfons 

DEDUCTIONS 
Benefits 
Refunds of contributions 
Insurance expenses 
Administrative expense 

Total deductions 

Net increase (decrease) 

Net assets held In trust 
for pension benefits 

Beginning of year 

Ending of year 

$ 

Statements of Changes in Plan Net Assets 
As of June 30, 2001 and 2000 

Defined Medical 403(b) 
Benefit Plan Insurance Plan Tax Shelter 

2001 2000 2001 2000 2001 2000 

280,i08,701 $ 311,286,811 $ 92,429,167 $ 48,946,646 
208,702,802 203,149,281 40,017,682 36,392,846 

488,811,503 514,436,092 132,446,849 85,339,492 

(549,288,400) 23,754,849 
336,033,926 326,956, 123 5,286,426 3,710,881 $ 38,042 $ 38,672 

87,699,292 87,536,232 
24,388,117 20,222,465 

28 885 774 22 176 234 

(72,281,291} 480,645,903 5,286,426 3,710,881 38,042 38,672 

(4,338,836) (4,957,052) 

(28,283,614) (21,437,527) 

(104,903,741) 454,251,324 5,286,426 3,710 881 38,042 38 672 

383,907,762 968,687,416 137,733,275 89,050,373 38,042 38,672 

673,987,005 609,359,896 55,860 62,437 
10,673,981 11,304,485 5,155 2,246 132,059 

84,934,200 77,339,737 
5 950 036 4 859 623 3 221 712 3 023 755 

690 611 022 625 524 004 88161 067 80 365 738 55860 194 496 

(306,703,260) 343,163,412 49,572,208 8,684,635 {17,818) (155,824) 

12,817,111,178 12,473,947,766 53,869,847 45, 185,212 665,521 821,345 

$12,510,407,918 $12,817,111,178 $ 103,442,055 $ 53,869,847 $ 647,703 $ 665,521 

TOTAL 

2001 2000 

$ 372,537,868 $ 360,233,457 
248,720,484 239,542,127 

621,258,352 599,775,584 

(549,288,400) 23,754,849 
341,358,394 330,705,676 

87,699,292 87,536,232 
24,388,117 20,222,465 

28,885,774 22176,234 

(66,956,823) 484,395,456 

(4,338,836) (4,957,052) 

(28,283,614) ( 21,437,527} 

{99,579,273) 458,000,877 

521,679,079 1,057,776,461 

674,042,865 609,422,333 
10,679, 136 11,438,790 
84,934,200 77,339,737 

9 171 748 7 883 378 

778 827 949 706 084 238 

(257,148,870) 351,692,223 

12,871,646,546 12,519,954,323 

$12,614,497,676 $12,871,646,546 

The accompanying notes are an integral part of these financial statements. 
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FINANCIAL SECTION 

Notes to Financial Statetnents 
Years Ended June 30, 2001 and 2000 

Note 1: Description of Plan 

A. REPORTING FmITY 

I 
The Teachers' Retirement System of tl1e State of Kentuchy (KTRS) was created by the 1938 GeneralAssembly 

and is governed by Chapter 161 Section 220 through Chapter 161 Section 990 of the Kentucky Revised Statutes 
(KRS). KTRS is a blended component unit of the Connnonwealth of Kentucl<y and therefore is included in the 
Commonwealth's financial statements. KTRS is a cost-sharing m1Jtiplc-employer defined benefit plan established 
to provide pension benefit plan coverage for local school districts and other public educational agencies in the state. 

R PARTICIPANTS 

As of June 30, 2001 a total of 202 employers participated in the plan. Employers are comprised of 176 local 
school districts, 20 Department of Education Agencies and other educational organizations, 5 universities and also 
the Kentucky C01mnunily and Technical College System. 

According to KRS 161.220 " ... any regular or special teache1; or professional occupying a position requiring 
certification or graduation from a four (4) year college or university ... "is eligible to participate in the System. The 
following illustrates the classifications of members: 

Active contributing members: 2001 2000 

Vested 38,528 37,730 

Non-vested 15,708 14,890 

Inactive members, both vested and non-vested 5,710 5,172 

Retirees and beneficiaries curxently receiving benefits 31,894 30,612 

Total members, retirees and beneficiaries 91,840 88,404 

C. BENEFITPROVISIONS 

Members become vested wl1en they complete five ( 5) years of creclited service. To qualify for montLly retirement 
benefits, payable for life, members must eitl1er: 

1.) Attain age fifty-five (55) and complete five (5) years of Kentuchyservice, or 

2.) Complete 27 years of Kentuchy service. 



FINANCIAL SECTION 

Note 1: l)escription of Plan continued. 

Participants tlrnt retire before age 60 with less than 27 years of service receive reduced retirement benefits. 
Non-university members receive montl,ly payments equal to two (2) percent (service priorto July 1, 1983) and two 
and one-half (2.5) percent (service after July 1, 1983) of their final average sala1'ies for each year of credited service. 
University employees receive monthly benefits equal to two (2) percent of their final average salary for each year of 
credited service. The final average salary is the member's five (5) highest annual salaries for those \vith less than 27 
years of sen~ce. Members at least age 55 with 27 or more years of sen~ce may use their three (3) highest annual 
salaries to compute tbe final average salary. Tim system also provides disability benefits for vested members at the 
rate of sixty ( 60) percent of the final average salary. A life insurance benefit, payable upon the deatl1 of a member, is 
$2,000 for active contributing members and$5,000 for retired or disabled members. 

Cost ofliving increases are one and one-half (1.5) percent annually. Additional adboc increases, and any otber 
benefit amendments must be autb01'ized by the General Assembly. 

Note 2: Summary of Significant Accounting Policies 

A. BASIS OF ACCOUNTING 

The financial statements are prepared on the acc1ual basis of accounting. Member contiibutions and employer 
matching are recognized in the fiscal year due. Benefits and refunds are recognized when due and payable in accordance 
with tl1e terms of the plan. 

R CASH 

KTRS l1as two cash accounts. At June 30, 2001, the pension cash account totaled $4, 105,572 and the 
administrative expense fund cash account was $281,391; therefore, the canying value of cash was $4,386, 962 and 
the corresponding bank balance was $4,364,443. The difference is primarily due to outstanding checks and items 
not deposited by tl1e bank on June 30, 2001. 

C. FIXEDASSETS 

Fixed assets are recorded at historical cost less straigl1t-line accumulated depreciation. The classes of fixed 
assets are furniture and equipment, the KTRS office buJdings and land. Furniture and equipment are depreciated 
over an average useful life of five to seven years. Tbe office buJdings are depreciated over forty years. 

D. INVESTMENTS 

Plan invesbnents are reported at fair value. Fair value is the amou11t that a plan can reasonably expect to receive 

for an investment in a current sale between a willing buyer and a willing seller. Sho1t-terrn securities are carried at 

cost, which approximates fair value. Fixed income and common and preferred stoclw are generally valued based on 
published 1narket prices and quotations from national security exchanges and securities pricing services. Real estate 
is primadyvalued based on appraisals performed by independent appraisers. 

Rl: 

ti 

ti 

ti 

ti 

Ill: 

Ill: 

It 

It 

llt 

fl!: 

ti: 

W: 

tt 

tt 

I!± 

fl± 

If± 

If± 

tt 

tt 

t± 
t:t: 
!± 



=g 

::g 

:g 

::g 

:g 

::g 

:+II 
:g 

=II 

=ill 
:g 

=ill 

=I'll 

=1'111 

:+I 

=I'll 

=1'111 

~ 

~ 

:ti 

~ 

:ti 

:ti 

:+!I 

:ti 

:ti 

~ 

~ 

::t:I 

~ 

~ 

II 

FINANCIAL SECTION 

1\TOte 2: Sun11nary of Significant Accounting Policies continued . .. 

Purchase and sales of debt securities, equity securities, and short-term investments are recorded on the trade 

date. Real estate equity transactions al"<> recorded on the settlement date. Upon sale ofinvesbnents, the difference 

between sales proceeds and cost is reflected in the statement of changes in plan net assets. 

Investment expenses consist of investment manager and consultant fees along \vith fees for custodial services. 

E. COMPENSATEDABSENCES 

Expenses for accumulated vacation days and compensatory time earned bytl1e System's employees are recorded 

when carnecl. Upon termination or retirement, en1ployees of the systc1n are paid for accu1nulated vacation time 

limited to 450 l1ours and accumulated compensatory time limited to 240 hours. As of June 30, 2001 accrued 

compensated absences were $518,685. 

E RISKMANAGEMENT 

Destruction of assets, tl1eft, employee injuries and court challenges to administrative policy are among the 

various risks to whicl1 the system is exposed. !11 order to cover sud1 risl"'.s the system carries appropriate insurance 

policies such as fire and tornado, employee bonds, fiducia.1y liability, worl<er
1 
s con1pensation a11d equipment insurance. 

G. OTIIERRECENABIES 

KTRS now allows qualified purchases of service credit to be made by installment payments not to exceed a five 

year period. Revenue is recognized in the initial year of tl1c installment contract agreement. The June 30, 2001 and 

2000 installment contract receivables were $1,576,823 and $1,785,365, respectively. 

H USEOFESTIMATES 

The preparation of financial statements in conformity witl1 generally accepted accounting principles requires 

managementto malw estimates and assumptions that affect the rep01ted amounts of assets and liabilities and disclosure 

of contingent assets and liabJities at the date of the financial statements and the reported amounts of revenues and 

expenses during the rcpoiting period. Actual results could differ from those estimates. 

I. INCOME TAXES 

The defined benefit plan is organized as a tax-exempt retirement plan under the Internal Revenue Code. The 

tax sheltered annuity plan is no longer continued and will he fully terminated when all lifetime annuities have 

expired. The system's management believes that it l1as operated the plans within the constraints imposed ],y federal 

tax law. 



-$ FINANCIAL SECTION 

I Note 3: Contributions and Reserves I 
A CONTRIBlffIONS 

Contribution rates are establisl1cd by Kentucby Revised Statutes. Members are required to contribute 9 .855% 
of their salaries to tl1e System. University members are required to contribute 8.375% of their salaries. KicS 

161.580 allows each university to reduce the contribution of its members by 2 .215%; therefore, university members 

contribute 6 .16% of their sala1y to KTl<S. 

The Commonwealth of Kentucky is required to contribute 13.105% of salaries for its non-university members 

and 13.84% of salaries forunivcrsily members. 

Tl1c member and employer contributions consist of pension conh4utions and post-retirement contributions. 
The post-retirement contribution .75% finances KTRS' retiree medical insurance plan. In addition to the .75% 
contribution, employers and the Commonwealth conhilmte 3.25% to the medical insurance plan. 

If an en1ployee leaves covered employment before accumulati11g five (5) years of credited service, accumulated 

e1nployee contributions plus interest are refunded to tbe employee-upon the n1en1ber
1 
s request. 

B. RESERVES 

Member !~serve 

Tl1is funcl was established by KRS 161.420(2) as the Teacher Savings Fund and consists of contributions paid 

by university and non-university members. The fund also includes interest authorized by the Board of Trustees 

from Unallocated Reserves. The accumulated contributions of members tl1at are returned upon withdrawal or paid 

to the estate or designated beneficiary in the event of death are paid from this fund. Upon retirement, the member's 
contributions and the matching state contributions are transferred from this fund to Benefit Reserves, the fund 

from wl1ich retirement benefits are paid. 

Employer Reserve 

This fund was established by KRS 161.420(3) as the State Accumulation Fund and receives state appropriations 
to the Retirement System. The state matches an amount equal to members' contributions. State appropriations 

during the year arc based on estimates of members' salaries. At year-end when actual salaries are !mown, the required 

state matching is also realized by producing either a receivable from or a payable to the State of Kentucl,y. The 

analysis of fiscal years 2001 and 2000 has resulted in a receivable (under-appropriation) from the state for fiscal 
year 2001 and a payable (over-appropriation) to the state for fiscal year 2000. 

Benefit Reserve 

This fund was established by KRS 161.420(4) as the Allowance I<eserve Fund, the source for retirement, 

disability, and survivor benefits paid to members of the System. TJ1ese benefits are paid from the retired members' 

contributions untJ they are exhausted, at which tinie state matching contributions are used to pay the benefits. After 
an individual member's contributions and the state matching contributions have been exhausted, retirement benefits 

are paid from mo11ies transferred f,_.orn Unallocated Reserves. 
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FINANCIAL SECTION 

Note 3: Contributions and Reserves continued. 

Unallocatedl<cserve 

This fund was established by KRS 161.420(6) as tl1e Guarantee Fund to collect income from invesbnents, 
state matching conbibutions of members withdrawn from the System, and state matching contiibutions for cost of 
living adjustments (COLAs). In addition, it receives money for which disposition is not otherwise provided. This 
fund provides interest to the other funds, benefits in excess of both members' and state matching contributions, 
n~onies for administrative expenses of the System, and deficiencies not covered by the other funds. 

Admirnsti-ativc Expense Reserve 

This fund was established by KRS 161.420(1) as the Expense Fund. Monies transferred to this fund from 
Unallocated Reserves are used to pay tl1e administrative expenses of the System. The Board of Trustees annually 
adopts a budgetthat, according to KI.'S 161.420(1), cannot be greater tl1an four percent (4%) of income earned 
from investments. 

Life Insurance Reserve 

This fund was established pursuant to the provisions of KicS 161.655 to provide a life insurance benefit to 
retired and active members of the Kenbiclzy Teacl1ers' Retirement System. This benefit is financed by KTRS employer 
contributions that are actua1-ially determined. As of June 30, 2001 the balance in this fund was $13,453,484. 

C1-itical Shortage Reserve 

Tins fund was established by Kl<S 161.420(9) to allow KTRS retired teacl1ers to rebnn to work in areas designated 
by the Kentucky Department of Education as critical shortage areas. Monies in this fund are conb-ibuted by the 
employee and matchedbytl1e employer. At June 30, 2001 tl1e balance is this fund was $470,042. 

Note 4: Deposits With Financial Institutions and Investinents 
(Including Repurchase Agreeinents) 

A. Summai-y of ln:veshnents 

The following disclosures are meant to help the users of KTRS 's financial staternerrls assess tlie risks KTRS 
talws in investing public funds. The Board of Trustees and the lnvesbnent Committee are guided by asset allocation 
parameters that the Board approves through its powers defined in KRS 161.430. The parameters as outlined in 
Title 102, Chapter 1.175, Section 2 of the Kentucl<y Administrative Regulations are as follows: 

• There shall be no limit on the amount of investments owned by the System that are 

guaranteed by the U.S. Government. 

• Not more than thirty-five percent (35%) of the assets of the System at boo], value 

shall be invested in co1porate debt obligations. 



FINANCIAL SECTION 

Note 4: Deposits 'f7itf1 Financial Institutions and fnvestJnents (Including Repurc/1ase Agreements) continued . .. 

• Not more than sixty percent (60%) of the assets of the System at boo!, value shall 

be invested in con11non stocl<s or preferred stocl<s. Not more tl1an twenty-five percen_t 

(25%) of the assets of the System at book value shall be invested in a stocl, portfolio 
designed to replicate a general, United States slocb index. 

• Not more than ten percent (10%) of the assets of t!1e System at boo!, value shall be 

invested in real estate. This \Vould include real estate equity, real estate lease agreements, 

mortgages on real estate that are not guaranteed by the U.S. Government, and shares 
in real estate invest1nent trusts. 

• Not more than one percent (1 %) of the assets of the System at boo!, value shall be 

invested in venture capital investments, providing at least seventy-five percent (75%) 
of such investments must be in-state. 

• Not more than ten percent (10%) of the assets of the System at book value shall be 

invested in any additional category or categories of investments. The Board of Trustees 
shall approve by resolution such additional categmy or categories of investments. 

The clia1t on the following page represents tbe fair values of the investments of the Kentucky kachers' Retirement 
System for June 30, 2001. 

The KTRS ban!, balance consists of cash totaling $4,364,443 which is fully insurnd or collateralized with 
securities by KTRS or its agent in the entity

1 
sna1nc. 

B. Secuxities Lmding 

Section 161.430 of the Kentucl<y l<evised Statutes empowers t\ie Board of Trustees with complete fiduciary 
responsibility for the funds of tbe System. The System operates a securities lending program in which ittemporaiily 
lends securities to qualified agents in exchange for a net fee and high quality collateral. U.S. Government and 
agency secmities and selected domestic stocks and bonds are the types of securities tbat are lent. The System's 
securities strb-custodian, The Bank of New Yori<, acts as lending agent in exchanging secmities for collateral. The 
collateral has a value of not less than 102% of the marl,et value of the lent securities plus any accrued, unpaid 
distributions. The collateral consists of casl1, marl,etable U.S. Government secmities, am! selected marl,etable U.S. 
Government agency securities approved by the System. Cash collateral is invested in shmt-term obligations hJly 
guaranteed by the U1ited States Government or select Government agencies and Government RepurcliaseAgreements 
with qualified agents. The System cannot pledge or sell collateral securities received unless the borrower defaults. 
The lending agent also indemnifies the System from any financial loss associated witl1 a borrower's default and 
collateral inadequacy. As of June 30, 2001, the weighted average matmity of cash collateral inveshnents was three 
days. At fiscal year end, the System has no credit risl, exposure to borrowers, since tl1e amounts the System owes the 
bo1To\wrs exceeds the amounts the borro\vcrs owe the System. 
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FINANCIAL SECTION 

Note 4: Deposits Wit/1 Financial Institutions and Investments (lnc/uding Repurcl1aseAgree1nents) continued . .. 

Schedule of Investinents 

June 30, 2001 
Short Term Investments 

June 30, 2000 

Repurchase Agreements (1) $ 994,200,000 $ 878,350,000 

Total Short Term Investments $ 994,200,000 $ 878,350,000 

Bonds and Mortgages 
U.S. Government Obligations 

Treasury Notes & Bonds $ 1,281,385,822 $ 1,134,865,286 
Agencies 1,093,595,776 944,372,549 
GNlvIA (Single Family) 141,596,931 134,400,060 
Other l'viiscellaneous 185 544 686 135 352 129 

Total U.S. Government Obligations $ 2,702,123,215 $ 2,348,990,024 

Corporate Bonds 
Industrial $ 614,686,874 $ 560,254,071 
Finance 919,982,508 1,032,376,853 
Utility Bonds (Except Telephone) 107,019,034 125,892,109 
Telephone Bonds 151,757,044 164,072,073 
Railroad Obligations 106,400 102,141 

Total Corporate Bonds $ 1,793,551,860 $ 1,882,697,247 

Other Fixed Income Investments 
FHA and VA Single Family Mortgages 339,597 $ 484,259 
Project Mortgages (FI-IA & GNMA) 91,364,865 100,196,850 
State and Local Governtnent Issues 26,036,540 23,039,227 

Total Other Investments $ 117,741,002 $ 123,720,336 

Total Bonds and .iYiortgages $ 4,613,416,077 $ 4,355,407,607 

Stocks $ 6,613,084,210 $ 7,393, 185,234 
Real Estate $ 303,270,917 $ 230,462,637 

Total Investments $ 12,523,971,204 $ 12,857,405,478 

(1) Includes $100,438,593 of Medical Insurance Fund investments and $647,703 of Tax-Sheltered Annuity Plan investments for 
June30, 2001. Does not include $762,967,508 securities lending collateral 



FINANCIAL SECTION 

Note 4: Deposits Wit/1 Financial Institutions and fnvestinents (Including Repurc/1aseAgree1nents) continued . .. 

C. Sununary of Categorized Investments 

The following chart categorizes KTRS' investments, which gives an indication of the level of risk assumed by 
KTI(S at June 30, 2001. Category 1 includes inveshnents that are insured or registered or for which the securities 
are held by KTRS' custodial agent in KTRS' name. Category 2 includes uninsured and unregistered inveshnents for 
which tl1e securities are held by tl1e counter party's trust department or agent in KTRS' name. Category 3 includes 
securities purchased by and held by the System's custodial agent. The agent loans sec mi ties owned by the System with 
the simultaneous receipt of cash collateral for the loaned securities. Cash collateral is reinvested in accordance with 
the System's securities lending agreement. All securities pmchased with cash collateral are segregated by the custodial 
agent and held in the name of KTRS. 

Included in Category 1 are individual repurchase agreements which are ordered by KTRS under the terms of 
master repurchase agreements with various qualified brot~ers. The terms of these 1naster agreements are dictated by 
KTRS. The repurchase agreements and their supporting collateral are held by the custodial agent's correspondent 
bank in an account identified by the custodian's name and KTRS' nominee name. This account is unique to KTRS. 
The master repurchase agreements require that the suppo1ting collateral lmve a marlwt value of at least 100% of the 
value of the repurchase agreements. Also, listed among the Otl1er Govermnent Guaranteed Fixed Income Inveshnents 
are morlgages wl1ich are eitl1er securitized or unsecuritized, b11t all are insured through various Federal or State 
Agencies (FHA, GNMA, VA). 

Investments - Category 1 

Summary of Categorized Investments 
as of June 30, 2001 

Repurchase J\greements (1) 

U.S. Goverrunent Obligations 
Corporate Bonds 
State and Local Government Issues 
Common Stocks 

Investments - Category 3 

Securities Lending Short-Term Collateral Repurchase Agreements 

SUBTOTAL 

Investments -Not Categorized 

Investments held by broker dealers under securities loans \vith cash collateral 
U.S. Government Obligations 
Common Stocks 

Other Government Guaranteed Fixed Income Investments 
Real Estate 

TOTAL 

Total Fair Value 

$ 994,200,000 

$ 1,999,217,188 
1,793,551,860 

26,036,540 
6,602,911,961 

$ 762,967,508 

$ 12,178,885,057 

$ 721,921,859 
10,172,249 

$ 72,688,630 
303,270,917 

$ 13,286,938,712 

(1) Includes $100,438,593 of Medical Insurance Fund investments and $647,703 ofTax-ShelteredAnnuity Pian investments. 
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FINANCIAL SECTION 

Note 4: Deposits Wit/1 Financial Institutions and lnvestn1ents {Including Repurcl1aseAgree1nents) continued . .. 

D. Derivatives 

Investments may be inade in derivative securities, or strategies which make use of derivative insl1uments, only 
if such investments do not cause the portfolio to be leveraged. Investments in derivative securities which are 
subjectto large or unanticipated changes in duration or cash flow, such as interest only (IO), principal only (PO), 
inverse floater or sh11ctured note securities are expressly prohibited. 

The Defined Benefit Plan and the Medical Insurance Plan invest inhigh quality collateral mortgage 
obligations (CM Os) and other asset-baclzed securities to increase return and adjust duration of the portfolio. 
KTRS may invest in exchange-traded funds as equity investments. 

Collateral mortgage obligations and exchange-traded funds pose no greater rislz than other similar 
investment grade holdings in KTRS' porlfolios. The fair values of CM Os at June 30, 2001 and 2000 were 
approximately$34 million and $28 million, respectively. 

Note 5: Medical Insurance Plan 81. Post-Em.ploym.ent Benefits 

A PIANDESCRIPI10N 

In addition to the required pension benefits described in Note 1, Kentuclzy Revised Statute 161.675 allows 
KTRS to provide post-reth-ement healthcare benefits to members and dependents. To be eligible for medical 
benefits, the member must have retired either for service or disability, attain age 55 with 5 years of Kentucky 
service or had 27 years of Kentucky service. 

The KTRS self insured plan is limited to KTRS members and spouses at least the age of 65. All KTRS 
members under the age of 65 were offered commercial insurance through a state insurance purchasing pool 
administered by the Kentuclzy Personnel Cabinet. The Personnel Cabinet's primmy function is to negotiate 
contracts withl1ealth plans to obtain the best price for persons covered. KTRS members were given a supplement 
to be used for payment of their health insurance premium. The amount oftl1e member's supplement was based on 
the member's service credit and age. R:emiums over the monthly supplement were paid by the member. The 
syste1n bears no risk for excess claims expe1ises under the commercial insurance coverage. 

KTRS members and spouses at least age 65 in t!ie KTRS self-insured plmi were also given a supplement 
based on service credit. Members with 20 or more years of service received t!ie !ugliest supplement. 

At June 30, 2001, KTRS insurance covered 25, 907 retirees and 6, 128 dependents. 



FINANCIAL SECTION 

1\bte 5: 1'.Jedica/ Insurance Plan {<}' Post-En1p/oy111e11t Bene/its continued . .. 

B. SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES 

Basis of Accounting 

The Medical Insurance Plan financial statements arc prepared using tl1e accrnal basis of accounting. Member 
contributions am! employer matching are recognized in the fiscal year clue. Healthcare premiums charged to retired 
members are recognized when due at1d any premiums collected in advance are recognized as a liability. 

Mctl10cl Used to Value Investments 

Since the investme11ts are all short-term ii1veshncnts they arc reported at cost, which is fair value. 

C. CONTRIBUTIONS 

~fhe post-retirement healthcare provided by KTRS is financed on a pay-as-you-go basis. In order to fund the 
post-retirement healthcare benefits, one and five tentl1s percent (1.5%) of the gross annual payroll of all active 
members is contributed. One-l1alf (1/2) oftlris amount is derived from member conhibutions and one-lmlf (1/2) 
from state appropriation. Also, the premiums collected from retirees as described in the plan description help meet 
tl1e medical expenses of the plan. 

Since medical expenses have sl<yrocketed in tl1c last decade, it has become increasingly difficult to meet tl1e 
expenses of the retiree health insurance program. To fund the plan, the state legislature has approved additional 
f,mding of 3.25% of payroll from the employer matching contribution to the Medical Insurance Plan. 

D. INCURREDBUTNOTREPORTEDCLAlMSilABIUTIES 

July 1, 1991 KTRS became self-insmed assuming all liabilily for posl-retiremerrl care costs. Effective Janua1y 
1, 1997, insurance plan participants under age 65 were offered insurance through a sl:ate purchasing pool as described 
in fue preceding plan description. KTRS recognizes estimates ofliabilities for self-insured unpaid clainis tl1at l1ave 
incurred (botlireported and unrepmted) using the development method. This metbod uses past obse1vcd patterns of 
lime between tbe date tl1e claim is incmred and tbe date the claim is paid to estimate incmred claims lrnm available 
paid claim information. The following schedule shows fue change in the claims and liability and fue claims acfo~ty 
for the years emled June 30, 2001and2000. 
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FINANCIAL SECTION 

Note 5: 1\:fedica/ l11sura11ce Plan {c} Post-Einp/oy111ent Benefits continued . .. 

Fiscal Ycar 2001 Fiscal Year 2000 

Beginning Unpaid Claims Liability $ 7,316,199 $ 5,402,348 

Claims Incurtcd 

Current Year 86,571,232 75,182,546 

Increase (Decrease) in Prior Years (1,644,595) 2,157,191 

Total Incurred Claims $ 84,926,637 $ 77,339,737 

Claims Paid 

Current Year $ 81,229,284 $ 69,786,513 

Prior Years 4,713,452 5,639,373 

Total Payments $ 85,942,736 $ 75,425,886 

Ending Unpaid Claims Liability $ 6,300,100 $ 7,316,199 

E ADMINISTRATIVE EXPENSES 

The total administrative expenses of$3,221,712 are processing fees paid to third party administrators. 

I Note 6: 403(b) Tax-Sheltered Annuity Plan I 
A. Plan Dcsci-iption 

KTRS has, in prior years, administered a sala1y deferral program as permitted by section 403(b) of tl1e Internal 
Revenue Code. Under tltls program n1e1nbers \Vere able to voluntarily defer a portion of tl1eir compensation \vithin 

the limits estal1lisl1ed Lyt!1e applicable laws and regulations. However, the System's Board of Trustees determined 
that the cost of providing the necessary services to assure the Syste1n of continuing compliance \vitl1 tl1eselaws a11d 

regulations was not economically feasible due to the limited participation in the program ],y the System's meniliers. 
Tl1e Board decided, tl1crefore, to discontinue offering the program as of April 30, 1997. Members who were not 
receiving am1uities from tl1eir account as of April 30, 1997, were able to transfer their respective accounts directly 

into othertax-sheltered plans on a tax-free basis. As of June 30, 2001, tLe fifty-six members who are receiving 
annuities will continue to receive distributions according to the ter1ns of their respective elections. 

B. Summary of Significant Policies 

Basis of Accounting' 

The Tax-sheltered fu1nuity Plan financial statements are prepared usi11g an accrual JJasis of accounti11g. 

Contributions are no longer being accepted h1t.o the pla11, therefore, there are no receivables to be recognized. 

Method Used lo Value Investments 

Since the h1vestments are all short-term invest1nents they arc reported at cost, which is fair value. 
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VALUATION ACTUARIAL 
YEAR VALUE OF 

JUNE30 ASSETS 

a 

1995 $ 6,621.2 

1996 7,624.7 

1997 8,789.9 

1998 10,370.6 

1999 11,958.6 

2000 12,759.6 

2001 13,299.2 

Required Supplem.ental Schedule 
Defined Benefit Plan 

Schedule of Funding Progress 
(dollar amounts in millions) 

UNFUNDED 
ACTUARIAL ACTUARIAL FUNDED 
ACCRUED ACCRUED RATIO 

LIABILITIES LIABILITIES 
(UAAL) 

b (b-a) (a/b) 

$ 8,210.0 $ 1,588.8 80.7% 

9,178.6 1,553.9 83.1 

9,906.2 1,116.3 88.7 

11,516.6 1,146.0 90.0 

12,288.2 329.6 97.3 

13,330.4 570.8 95.7 

14,642.l 1,342.9 90.8 

COVERED UAAL 
PAYROLL ASA%0F 

COVERED 
PAYROLL 

c [(b-a)/c] 

$ 1,819.8 87.3% 

1,877.9 82.7 

1,925.0 58.0 

1,973.7 58.l 

2,041.4 16.1 

2,133.7 26.8 

2,213.8 60.7 

The amounts repo1ted in tl1is schedule of funding progress do not include assets or liabilities for post
employment healthcare benefits, nor are the assets and liabilities of the tax-sheltered annuity plan included. 

FISCAL YEAR 
ENDED 
JUNE30 

1996 
1997 
1998 
1999 
2000 
2001 

Required Supplem.ental Schedule 
Defined Benefit Plan 

Schedule of Em.ployer Contributions 
(dollar amounts in millions) 

ANNUAL 
REQUIRED 

CDNIRIBUTIONS 
PERCENTAGE 

CONTRIBUTED 

$ 282.l 
293.7 
294.3 
288.5 
311.3 
262.8CtJ 

100% 
100% 
100% 
100% 
100% 
100% 

(1) Does not include $17.3 1niffion in contributions to t/1e Life Insurance Fund. 
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FINANCIAL SECTION 

VALUATION 
YEAR 

JUNE30 

2000 

2001 

Required Supplemental Schedule 
Medical Insurance Plan 

Schedule of Funding Progress 
(dollar amounts in mill.ions) 

UNFUNDED 
ACTUARIAL ACTUARIAL ACTUARIAL FUNDED 
VALUE OF ACCRUED ACCRUED RATIO 

ASSETS LIABILITIES LIABILITIES 
UAAL 

a b (b-a) (a/b) 

$54.0 $ 2,202.0 $ 2,148.0 2.5% 

103.4 2,531.0 2,427.6 4.1 

COVERED UAAL 
PAYROLL ASA%0F 

COVERED 
PAYROLL 

c [(b-a)/c] 

$ 2,133.7 100.7% 

2,213.8 109.7 

The amounts rcp01ted in this schedule of funding progress do not include assets or liabilities for the defined 
benefit plan, nor are the assets and habilities of the tax-sheltered annuity plan included. 

Required Supplemental Schedule 
Medical Insurance Plan 

Schedule of Employer Contributions 
(dollar amounts in millions) 

FISCAL YEAR 
ENDED 
JUNE30 

2000 

2001 

ANNUAL 
REQUIRED 

ffiNIRIBUI10NS 

$48.9 

92.4 

PERCENTAGE 
CONTRIBUTED 

100% 

100% 



FINANCIAL SECTION 

Notes to Required Supplementary Information 

Note 1: Description of Schedule of Funding Progress 

Defined Benefit Plan 

The scl1cdule of Funding Progress sunnnarizes the acluarial value of tl1e System's assets and actuarial accrued 

liability as of June 30, 2001, and eacl10fthe preceding five years. The data presented in the scl1cdule were ohtained 

from the System's independent actuary's a1111ual valuation report for each year presented. Of note, tl1e actuarial 

report published in this annual repoit is for June 30, 2000. A!tl1ough KTRS receives current year infonnation on 
actuarial accmedliabilities, actuarial valuation of assets and covered payroll (in order to presentthese schedules) the 

current yearactuarial report is not published in time to be included in tbe actuarial section of tl1is June 30, 2001 
financial annual report. 

Expressing tl1e actuarial value of assets as a percentage of the actuarial accrued liabilities provides an indicatio11 

whether the systcn1 is becoming financially stronger orwealzer. Gencrall)r, the greater the percentage, the stronger 

tbe retirement syslem. Ti·ends in unfunded actuarial accrued liabilities and annual covered payroll are both affected 

by inflation. Expressing the unfunded actuarial accmed liabilities as a percentage of annual covered payroll aids 
analysis of progress 1nade in accun1ulating sufficient assets to pay be11efits wl1en due. Generally, the smaller tliis 

percentage, the stronger the retirement system. 

Medical Insurance Plan 

The sche,!ule of Funding Progress smnmari%cs tl1e actuarial value of the System's assets and actuarial accmed 

liability as of June 30, 2001 and 2000. The data presented in the scliedule were obtained from the System's 
independent actuary's an11ual valuation report for each year presented. 

Expressing the actuarial value of assets as a percentage of the actuarial accrued liabilities provides an indication 

whether tl1e system is becoming financially stronger or weaker. Generally, the grealer the percentage, the stronger 
the plan. "ll:ends in unfunded actuarial accrued liabilities and annual covered payroll are both affected by inflation. 

Expressing the unfunded actuarial accrued liabilities as a percentage of annual covere,! payroll aids analysis of 

progress made in accumulating sufficient assets to pay benefits when due. Generally, tl1c smallertbis percentage, the 
strongertl1e plan. 
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FINANCIAL SECTION 

Note 2: Actuarial Methodologies and Assutnptions 

Defined Benefit Plan 

A Methodologies 

The promised benefits of the System are included in the actuarially calculated contribution rates which are 
developed using the unit credit actuarial cost method with projected benefits. The actuarial value of assets was 
determined using the method illustrated in the Actuarial Value of Assets table. Gains and losses are reflected in the 
unfunded accrued liability that is being amortized by regular annual conh.Jmtions as a level percentage of payroll 
within a 30-year period using ai1 open amortization approach. 

Actuarial Value of Assets 

(1) Actuarial Value of Assets onJunc30, 2000 

(2) 2000/2001 Net Cash Flow 
a. Contributions 
b. Disbursements 
c. Net Cash Flow (2 )a - (2 )b 

(3) ExpectedlnvestmentReturn [(l)x.075] +[(2)cx.0375] 

(4) Expected Actuarial Value of Assets onJune30, 2001 
(1) + (2 )c + (3) 

(5) Market Value of Assets onJune30, 2001 

(6) Excess of Market Value over Expected Actuarial Value (5) - (4) 

(7) 20% Adjustment towards Market Value .20 x (6) 

(8) Actuarial Value of Assets onJune30, 2001 (4) + (7) 

B. Asstunptions 

$ 12,759,635,558 

471,494,550 
680,550,586 
(209,056,036) 

949,133,066 

13,499,712,588 

12,496,954,434 

(1,002,7 58,154) 

(200,551,631) 

$ 13,299,160,957 

Significant actuarial assumptions employed by the actuary fOl' the funding purposes as of June 30, 2001, tbe 
most recent updated actuarial info1niation include: 

' Assumed inflatio11 rate 4.0% 

' Assumed invcsbnent rate 7.5% 

' Assumed projected salary increases 4.0%-8.1% 

' Assumed post retirement benefit increase 1.5% 



FINANCIAL SECTION 

Note 2: Actuarial Met/1odo/ogies and Assu1nptions continued . . 

Medical Insurance Plan 

A. Methodologies 

The actuarial value of assets is determined by using the marhet value as provided by KTRS. Compliance with 
applicable current or future accounting standards may require use of different actuarial methods or assumptions. 
For purposes of estimating the amortization, a 3.5% salaiy scale is used. 

B. Assmnptions 

Sigmficant actuarial assumptions employed by the actua1y for the funding purposes as of June 30, 2001, the 
most recent updated actua1ial h1formation include: 

' Assu1ued discount rate 7.5% 

' Assumed plan asset retun1 rate 7.5% 

' Assumed pre-Medicare benefit cost trend rate 9.0% 

* Assumed post-Medicare benefit cost trend rate 13.5% 

' Ass=ed ultimate cost trend rate 5.0% 

' Assumed ultimate cost trend rate achieved 2009 

~ 
~ 
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FINANCIAL SECTION 

Supporting Schedule 1 

Schedule of Administrative Expenses 
Year Ended June 30, 2001 

ADMINISTRATIVE EXPENSES 

Salaries 

Other Personnel Costs 

Professional Services & Contracts 

Utilities 

Rentals 

Maintenance 

Postage & Related Services 

Printing 

I11surance 

Miscellaneous Services 

Telecommunications 

Computer Services 

Supplies 

Depreciatio11 

Travel 

Dues & Subscriptions 

Miscellaneous Commodities 

Furniture, Fixtures, & Equipment not Capitalized 

Compensated Absences 

TOTAL ADMINISTRATIVE EXPENSES 

YEAR ENDED 
JUNE 30, 2001 

$ 4,246,332 

18,416 

236,941 
62,406 

12,143 

90,276 

273,010 
116,449 

71,460 

113,364 

24,888 

96,016 
42,880 

179,403 

64,234 

23,913 

16,228 
267,308 

16,370 

$ 6 ,960,036 



FINANCIAL SECTION 

Supporting Schedule 2 
Schedule of Contracted Investtnent Management Expenses 

Year Ended June 30, 2001 

Fixed Income J\'lanagers 

National Asset Nlanagcn1cnt Corporation 

Todd lnvestn1ent Advisors 

Total Fixed lncon1e 1'1aI1agers 

EQUITY MANAGERS 

Brinson Parh1ers 

Na ti on al Asset Management Corporation 

Todd Investment Advisors 
\'\lellington Nlanagernent Company 

Total Equity Managers 

CUSTODIAN 
Farmers Bank 

CONSULTANT 
Becl'!er, Burl'!e Associates 

TOTAL CONTRACTED INVESTMENT 
MANAGEMENT EXPENSES 

$ 368,755 
299,389 

$ 500,000 
750,000 
390,516 

1,540,675 

$ 668,144 

$ 3,181,191 

$ 444,501 

$ 45,000 

$ 4,338,836 

Supporting Schedule 3 
Schedule of Professional Fees for Year Ended June 30, 2001 

PROFESSIONAL 

Cliarles T Mitchell Company, LLP 
Buck Actuaries 
International Claim Specialist 
Fa1n1ers Banl'! 
FileNet 

NATURE OF SERVICE 

Auditing Services 
Actuarial Services 

Investigative Services 

Banking Service 

Con1puter Design Service 

TOTAL 

YEAR ENDED 
JUNE 30, 2001 

$ 24,500 
113,257 

5,499 
21,685 
72,000 

$ 236,941 
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Certified Public Accountants 
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FRANKFORT, Kl!NTUC:KY 40602-069& 
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FINANCIAL SECTION 

11c TM 
DON C. GILES, C.P.A. 

WILLIAM G. JOHNSON, JR., C.P.A. 
LARRY T. WILLIAMS, C.P.A. 

JAMES CLOUSE,C.P.A. 
BERNADETIE SMITH, C.P.A. 

KIM FIELD, C.P.A. 

CHARLES T. MITCHELL, C.P.A. 
CONSUL1'ANT 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Trustees 
Teachers' Retirement System 

of the State of Kentucky 
Frankfort, Kentucky 

We have audited the general purpose financial statements of Teachers' Retirement System of the State of 
Kentucky, a component unit of the Commonwealth of Kentucky, as of and for the year ended June 30, 2001, 
and have issued our report thereon dated November 26, 2001. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States . 

Compliance 

As part of obtaining reasonable assurance about whether Teachers' Retirement System of the State ofKentucky's 
financial statements are free of material misstatement, we performed tests of its compliance with certain provisions 
oflaws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results 
of our tests disclosed no instances of noncompliance that are required to be reported under GovemmentAuditing 
Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Teachers' Retirement System of the State of Kentucky's 
internal control over financial reporting in order to determine our auditing procedures for the purpose of 
expressing our opinion on the financial statements and not to provide assurance on the internal control over 
financial reporting. Our consideration of the internal control over financial reporting would not necessarily 
disclose all matters in the internal control over financial reporting that might be material weaknesses. A material 
weakness is a condition in which the design or operation of one or more of the internal control components 
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in 
relation to the financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions. We noted no matters involving internal 
control over financial reporting and its operation that we consider to be material weaknesses. 

This report is intended for the information of the audit committee, management, and federal awarding agencies 
and pass-through entities. However, this report is a matter of public record and its distribution is not limited. 

November 26, 2001 

YearEndedJune<fqaJOl 
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INVESTMENT SECTION 

OVERVIEW 

The Board of Tiustees of the Teachers' RetiTe1nent System annually appoints an lnvesbnent Committee consisting 

of two Board members and the Executive Secretary. This Committee acts on behalf of the Board, subject to its 
approval, in all matters concerning investments. In con1pliance \vi th tl1e Ke11tucl.~y Revised Statutes, the Board of 

'liustees has adopted an "Inveshncnt Policy" winch itrcvicws periodically. Tl1c inveshncnt objectives of the Board of 
Trnstees are as follows: 

1. The funds of the Teachern' ReUrement System of the Stale ofKenlucbyshallbeinvestedsolelyinthe 
interest of its 1nenibers and their beneficiaries. lnveshnent incon1c shall be used for tl10 exclusive purpose of 

providing benefits to the rnen1l1ers and their beneficiaries and ma1'~ing payn1enl of reasonable expenses in 

ad1ninistering the Plan and its 11ust Funds. 

2. 'The specif-ic objeclive of the inveslmenl program shall be tl1e inveshnent of the Fund's assets insecurities 

\vlllch shall provide a reasonable rate of total retu11_1 \vitl11najor emphasis being placed upon tbe proleclion 

of the invested assets. When i1nrestments are acquired, current income logetherwilh prospects for capital 

appreciation shall be ·weighed in regard to the long range needs of providing benefits to 1ncn-ibcrs and tl1cir 

beneficiaries. Sho1ttennfluch1ations in tl1e maJ;:oet value of tl1e Ftu1d' s assets shalll1e considered as secondary 

to the long-term objectives and needs of the Systen1. 

Witl1in the Kentucl<y Revised Statutes and pertinent policies, the Board of Trustees and the Investment 
Committee sball execute their fiducia1y responsibilities in accordance with the "prudent man rnle", as identified in 
KRS 161.430 (2)(b). Inveshnent activities slmll be conducted, "with the care, sl<ill, prndencc, and diligence under 
the ch-cumstances then prevailing that a prudent man acting in a hl<'e capacit.·y and familiar ~rith these matters would 

use in the conduct of an ente1prise of a !il,e cl1aracter and with like aims". The responsibility for investing the assets 
of the System is clearly assigned to tl1e Board of 'liustces. 

INVESTMENT COMMITTEE 

MR. EARLEY POWEIL MR. ROBERTM. CONLEY 

Vl'ce-C/1ainnan 

MR. GARYL. HARBIN, CPA 

Ex-Officio Me111ber, Executive Secretary 
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INVESTMENT SECTION 

EXECUTIVEINVES1MENTSTAFF 

MR. GARYL. HARBIN, CPA MR. STUART A. REAGAN, CFA 

Executive Secretary Cl1ie/ In vestinent Of fie er 

PROFESSIONAL CONSULTANTS 

luveshnentAdvisors 

Fixed Income and Equity Managers 

Todd Investment Advisors 

3160 National City Tower 

Louisville, Kentucky40202 

Invesco-NationalAsset Management 

101 South Fifth Street 

Louisville, Kentucl<y 40202 

Equity Managers 

Brinson Partners 

Suite 102 

209 South LaSalle Street 

Chicago, Illinois 60604-1295 

Wellington Management Company 

75 State Street 

Boston, Massachusetts 02109 

Inveshnent ConStJtant 

Becl<e1; Burl'.'e Associates, Inc. 

Suite 1000 

221 Norlh LaSalle Street 

Chicago, Illinois 60601 

Investment Custodian 

Farmers Banl< and Capital 'lrust Co. 

Farmers B~ Plaza 

FranlAort, Kentucl<y 40601 



INVESTMENT SECTION 

INVESTMENT CONSULTANT'S STATEMENT 

Bedwr, BurlwAssociates served as lnveshnent Consultant to the Kentucl,y Teachers' Retixement System during 
the 2000-01 fiscal year as it has in several previous years. Becl<er, Burlw Associates is familiar with the operation of 
the System's h1vestment program as well as its performance. The investment program of the Retirement System is 

operated ii1 a prudent 1nanner that reflects a desire to preserve capital while inaximizing returns. ....fhe assets of the 

Retirement System are assigned to various p01tfolios in orderto diversify the System's inveshnents and tal<e advantage 
of opportunities in various asset classes and sectors. The System gravitates toward relatively conservative holdings 
in each asset class. T11e overall effect of diversification is to minin1ize rislz. The manner in which the Retirement 
System operates and its invesbnent results are connnensurate with other rislz-averse institutional investors in similar 

regulatory envirom11ents. 

ASSET ALLOCATION 

EdmundM. Burl<e 
President 
Beclze1; Burl.~e Associates 
September 25, 2001 

The Board of 'Iiustees and the lnveshnerrl Committee are guided by asset allocation parameters that the Board 
approves through its powers defined in KRS 161.430. The asset allocation limits complement the investment 
principles used by the Board and Committee regarding security, diversification, high re tum, and liquidity. The asset 
allocation policy is adopted by the Board of 'Iiustees and approved in the form of administrative regulation. The 
asset allocation parameters are structured in order to maximize return while at the same time provide a p1udent 

diversification of assets and preserve the capital of tlrn Teachers' Retirement System. The Board is interested in 
assuming secm'C inveshnents tbat will provide long term growth to the fund. The Board does not arbitrarily compromise 
security in order to enhance the prospects of retum. The Inveshnent Committee and the Board are mindful of the 
fund's liquidity and its capabJity at meeting both short and long term obligations. Asset allocation parameters 
follow: 

1. There will be no limit on the amount of inveshnents owned by the System that are guaranteed bythe 
U.S. Government. 

2. Not more than 35% of the assets of tlie System at boo!, value shall be invested in corporate debt 
obligations. 

3. Not more than 60% of the assets of the System at boo!, value shall be invested in common stocks or 
p1'Cferred stocb. No more than 25% of the assets of the System at book value slmll be invested in a stock 
pmtfolio designed to replicate a general, U.S. stocl< index. 

4. Not more than 10% of the assets of the System at book value shall be invested in real estate. This would 
include real estate equity, real estate lease agreements, mortgages on real estate tl1at are not guaranteed by 
the U.S. Government, and shares in real estate invesb11enl trusts. 
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INvMrnm» SEcnoN -$ 
5. Not more than 1 % of the assets of the System at booh value shall be invested in venture capital 
h1vestments providing at least 75o/o of such investments must he in-state. 

6. Not more tlian 10% of tl1e assets of the System at boo!< value shall be invested in any additional 

category or categories of investn1c11ts. The Board shall approve by resolution such additional category or 

categories of investments. Within tl1is parameter, the Board approved a provision in 1999-2000 that 

permits limited ownersl1ip of foreign equities. The System may acquire equity in large capitalizatio11 

co1npanies whose stocl.:- is traded ht the U.S., but the companies are domicilcclh1 select foreign countries. 

Foreign exposure is limited to 1.2% of the System's assets al booh value. 

The asset allocation of investments at marlwt value was somewhat different at the beginning of the fiscal year 

tl1an it was on June 30, 2001. In addition, the marhet value allocation of assets t!uough the dynamics of the 

sccmities marl<cts is differentthan the boo!< value allocations. During the 2000-01 fiscal year, the marl<et value of 
the stoch position decreased from 58% to 53% of assets. Tlie portion of tlie portfolio in Government secmities 

increased from 18% to 22%. The cash position increased during the year from 7% to 8% of assets. The real estate 

equity position remained a relatively small portion of tl1e System's portfolio at approximately 2%. 

Tl1e Kentucl<y Revised Statutes require the Board of T1ustees to employ e.xperienced investment counselors to 
advise it on investment related matters. Todd Investment Advisors was employed during 2000-0las the System's 

principal investmentcomIBelo1~ providing assistance in the rnanagen1ent of $2.4 billio11 of stocbs a11d bonds. Invesco

NationalAssetManage1nEn1t, Brinson Partners, and Wellingtonlvlanagement Company also "iere retah1ed during 

the 2000-01 fiscal year to provide invesbncnt counseling services. Invesco-NationalAssetlvlanagen1ent assisted in 
the management of approximately $1 billion in bonds, as well as managing about $905 million in equity invesbnents. 

Brinson Partners was responsible .for i11anaging approximately $508 million in equities, and Wefu:ngto11Jvlanagemcnt 

Companyma11aged about $1. l l1illion h1 equities. 111 addition to ino11itoring the investment counselors, the in

l1ouse investment staff managed about $5. 6 billion of fixed income and equity assets. All of the investment firms, 

while specializing in particular asset classes or sectors, are required to "'orb within the same broad objectives, portfolio 
constraints, and ad111inistrative guidelines. Four i11veshnent counselors plus an in-l1ouse staff provide the Board of 

Trustees with a diversification of management that is appropriate for a $12.5 billion fund. The Farmers Banlz & 
Capital Trust Company, located in FranlAort, Kenhiclzy, was retained in 2000-01 as the Custochan of Securities 

with the Bani< of New Yori< serving as a sub-custodian. 

~fhe System regularly votes proxy state1nents associated with its equil-y o"rnersbip. The positio1IB assu1ned by the 

System are intended to represent the financial interests of the membership. The Board of Ti-ustees has adopted a 

policy that directs tlie staff not to subjugate the financial concerns of the System to social or political protests. At 
the same ti1ne, the System expects the companies in \vl-richit acquires stock to be solid corporate citizens tliat abide 

by Federal, state, and local laws. 

YearEndedJune&UlOOl 
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FINANCIAL ENVIRONMENT 

The fiscal year endecl June 30, 2001, was a difficult year for equity investors. Tl1e booming economy oftl1e 
late 1990s slo\vcd dratnatically; and overcapacity became apparent it1 many industries, especially in_ 
tclecon11nunications and technology. Witl1 reve11uc gra1;vth slowing while cost pressures continued lo rise, profit 

n1argins urere squeezed and co11?orate profits declined. 13xcessive valuations in telecommmrications, teclmology, 

and large-capitalization growtb stochs, generally, were unsustainable as boom turned to bust. On the otlier liand, 
sectors of the marlzetthat missecl the boom of the late 1990s were spared the bust and held up relatively well. The 
tedmology-dominated Nasdaq Composite declined a stunning 45.5% over tl1e fiscal year. The Standard & Po01.' s 
500 Index declined 14.8%. Tlie Dow Jones Industrial Index, howeve1; was up 2.2%, while the Standard & Poor's 
400 Mid Cap Inclex was up 8.9%, and the Standard & Poor's 600 Small Cap Index was up 11.1 %. 

Gross Domes lie Product, adjusted for inflation, grew only 1.3% over the fiscal year, down from 5 .2% growtl1 
in tbe previous twelve months. T11e slo,vdo\Vll \Vas led by a decline in capital spending by businesses. The unemployment 

rate rose from 4. 0% to 4. 5%. Rcoductivity growth slowed, and costs per unit of production rose, eroding profitsbiligc 
In the second half of the fiscal year, the Pederal Reserve enibarlwd on an aggressive easing campaign, lowering tl1c 
Federal Funds rate si.-xtimes from 6.50%to 3.75°/01 in an attcn1ptto lzccp tl1ceconon1y f-ro1n sliding into recession. 

Bad news for tl1e stoclz marlzct is often good news for the bond market. A weal<ening economi1 turmoJ in the 
equity inarl~ct, aggressive F~ederal Reserve easing, and expectations of lower inflation led to higl1er prices and lo\ver 

yields in the bond market. The Lel1man Government/Credit Index produced a strong return of 11. l % over the 
fiscal year. The Federal Reserve lowered tbc Federal Funds rate by a total of 2. 75 percentage points in the second 
balf of tlie fiscal year, !winging short-tenn rates back below long-term rates in a sharp reversal of the previous 
restrictive monetary policy; 1""he consumer price index rose 3.3% overtl1e fiscal year, dow11 fro1n3.7o/o i11 the 

previous ·hvelve months, and expectations were for h1flation to ease furtl1er. 

PORTFOLIO CHARACTEIDSTICS 

At year's end, the System's entire stoclz portfolio, exclusive of tlie stoclzindex fund, could J,e cl1aracterized as 
high quality and diversifiecl. The KTRS portfolio, as measured by beta, was approximately as risky as the Standard & 
Poor' s 500 I11dex. Beta is a measure of the volatility in price of a particular stocl~ or portfolio con1pared to tl1e 

volatility of the index. The beta of the KTRS portfolio atthe end of the fiscal year was 0. 95, compared to tl1c index's 
beta of 1.00. The KTRS portfolio registered a price-earnings multiple tbat was lower than the index. The price
eamings ratio fortlie portfolio at tl1e end oftl1c fiscal year was 22.1, compared lo 25.2 for the index. Two factors 
attesting to tbc high quality of the portfolio wei·e the high rate of growth in both earnings per share and dividends per 
share. The average earnings growth rate overthe past five years for the KTRS stock portfolio was 16.5%. The 
average divitlend growtl1 rate for tlie past five years of tbe KfRS portfolio was 10 .4%. At the end of the 2000-01 
fiscal yea1; the yield level for tl1e KT!~S portfolio stood al 1.4%, which was slightly highertlian the index. 
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IN•K'OMENT SECnoN $-
"fl1c stocl, position, apart from tlie stocl< index fund, began tbe 2000-01 fiscal year by being 32% of assets at 

1narl~etvalue1 and by year-end, it constih1ted 30.4% of assets. 111 dollars, the value of tbc stocl~ position decrcasetl 

from approximately $4.1 billion to about $3.8 billion in 2000-01. Tl1C stock index fund represented another 
$2.8 billion tbat was invested in stocks at year end. S locb selections during 2000-01 affected a variety of marl,et 
sectors. At tbe encl of 2000-01, the sector weightings in the KTRS stocl, portfolio were similar to tl1ose of the 
Standard & Poor' s 500 Inde.~. Tl1e greatest differences were underweigbtings by KTRS in tbe consumer non· 
cltu·ablcs and teclmology sectors and overweigb_tings in tbc 1naterials & services a11d financial sectors. 

On June 30, 2001, fue System's entire bond portfobo hacl a duralion of 6.3 years. Its yield to malmity was 6%. 
The average coupon rate forfue holdings was 6.6%. As of June 30, 2001, the effectivematurilyoftlie fi,'<ed income 
portfolio "'as JO .2 years. Tl1e maturities of fixed incon1c investments \Vill generate cash for the fund h1 future years. 

Approximately 71 % of the fixed incon1c h1vesln1cnts, includi11g sl1orl term cash equivalenls, \Vill nialurc ]Jy the end 

of 2013, about 12 years. This will assisttl1e System inmeeling retirement fund obligations as well as permit itto 
assu1ne new ii1vestn1ents. 

PORTFOLIO RETURNS 

The investment portfolio expciienced growtb in boob valuesduringthe2000-01 year, but marl,ctvalues decreased 
sligl1tly. The marl,et value ofthe portfolio decreased $333.4 million to a lotal of $12.5 billion at year-end. Tl1e 
book value of tbe fun cl increased $713. 7 million during tl1e year. Tl1e System accumulated in excess of $953 
million of ll1vestn1ent incon1e dming 2000-01; d1is investment i11come lotal excludes n101lles ea11.1ccl but nol rcccivell 

JJy the end of the fiscal year. 1~hc incon1e resulted fTon1 i11teresl1 dividends, rental income, lc11ding inco1ne, and gains. 

J\t year-end, tbe "net indicated yield" on fixed income invcstrnenls at book value was 5.7%. Tl1e "indicatecl dividend 
yield" oncom1non slacks \Vas 1.5o/o . 

Por tl1e 2000-01 fiscal year, the lotal return earned by the System's stocb position is belier tl1an the relmn 
generated by the Standard & Poor' s 500 Stoel, Index. Tl1e KTRS stocl, position earned a total return of (8. 9)% in 
2000-01, while the stocl, index earned (14.8)%. The len year annuali%ed return fortl1e years 1992 through 2001 
was 15 .2% for tl1e System's stocl, position ancl 15 .1 % for the stocl, index. Tl1e Syslem' s J,ond position earned a ten 
year at111ualized total reh1rn of 8. 0%. Tl1is is tbe sa1ne return car11ed hytbc l .. ehman Brothers Govcr1nne11t/Credit 

Index. ln2000-01, the System' slmnds earned a total return of 10.7%, whilethe Lehman Brothers Index earned 
11.1 %. The entire portfolio earned a total return of (0. 7)% in 2000-01. The portfolio's len year annualized rate 
of total return was 10.7%. The total relurn of tlie portfolio more tl1an l<ept up with the rate of inflation and 
provided real growth. In 2000-01, the Consumer Price Index registered an inflation rate of 3.3%. Tl1e ten year 
annualized rate is 2.8%. The System conforms to "AI.MR Performance Presentation Standards" in calculating 
portfolio returns . 

The charts that follow tbs narrative grapl1ically display tl1e growfu that is discussed in the preceding paragraphs. 
following the cl1aits is a summary description of investments held at June 30, 2001. The pages tl1ereafter prm~cle 
a detailed !isling of all investments held on June 30, 2001. The System annually produces a detailed investment 
report tbat is available on request. 
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~ lNv.srnmr SocnoN 

Distribution of Investments 
Market Values 

June 30, 2000 

Common Stocks 
57.50% 

June 30, 2001 

Common Stocks 
52.81% 

Corporate Bonds 
14.65% 

Short Term 
6.83% 

Government 
Guaranteed Mortgages 
& Real Estate 
2.57% 

Government Secured 
18.45% 

Corporate Bonds 
14.32% 

Short Term 
7.94% 

Government 
Guaranteed Mortgages 
& Real Estate 
3.15% 

Government Secured 
21.78% 
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INVESTMENT SECTION 

Investment Portfolio Growth 
Market Values 

1995 1996 1997 1998 1999 

Investment Income Growth 
Excludes Amortization 

Excludes Net Gains 

1995 1996 1997 1998 1999 

2000 2001 

2000 2001 

YearEndedJ1tt1e3Q.:l001 
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INVESTMENT SECTION Iii: 

Bl: 
Total Return on KTRS Investments* 

Percentages Bl: 

Lelin1an KrRS m 
Standard Brotl1crs KIRS Consu1ner Cash Krns ICTRS m Fiscal f_,r Poor's ICTRS Gavt./Credit Bond Price Collection_ Real Total 

Year 500Index Stoel"' Bond!mlex Funds lrnlcx Emd Est<."lte Portfolio m 
II 

1991-92 13.4 13.7 14.2 14.9 3.1 5.2 6.8 12.5 mt 
1992-93 13.6 13.3 13.2 13.2 3.0 3.0 9.0 12.l mt 
1993-94 1.4 2.2 (1.5) (. 9) 2.5 3.6 7.2 .7 I!± 
1994-95 26.1 25.3 12.8 12.7 3.0 6.3 10.l 16.9 It 
1995-96 26.0 25.3 4.7 4.3 2.8 6.0 ll.6 13.5 It 
1996-97 34.7 33.l 7.8 7.8 2.3 5.8 8.8 19.6 It 
1997-98 30.2 29.2 11.3 11.6 1.7 6.1 9.7 19.4 mt 
1998-99 22.8 22.0 2.7 2.3 2.0 5.3 9.7 11.5 tt 
1999-00 7.3 3.6 4.3 4.9 3.7 5.8 9.9 4.1 fr± 
2000-01 (14.8) (8.9) ll.l 10.7 3.3 6.0 9.5 (0.7) tt 

Three Year ltt 
Annualized Rate 3.9 4.8 6.0 6.0 3.0 5.7 9.7 4.8 !ft ' 

Five Year lb: 
Annualized Rate 14.5 14.7 7.4 7.4 2.6 5.8 9.5 10.5 !'!± 

Ten Year Id: 
Annualized Rate 15.1 15.2 8.0 8.0 2.8 5.3 9.2 10.7 ~ . 

* Ieac/1ers 'Retire111e11t Syste1n of tl1e State of_Kentucky /1as prepared and presented tfu·s 
report in con1p/iance wit/1 t/1e Pe1/onnance Presentation Standards of t/1e &sociation 

/or Investment Management and Researc/1 (AJMR-PPS} . .1\JMR. /10s not been involved 
ivit/1 t/1e preparation or review of t/1is report. 
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INVESTMENT SECTION 

Type of Fair Value 
Investment 07/01/00 

Sl1ortTerm 878,350,000 

fixccl ln_corne 4,355,407,600 

Equities 7,623,647, 900 

TOTAL 12,857,405,500 

lnvest:tnent Sunun.ary 
Fair Market Value 

06/30/2001 

Appreciatio11 
Acquisitions (J)eprcciation) 

39,458,978,700 191,300 

3,087,57 4,800 181,137,800 

2,828, 112,200 (730,617,500) 

45,374,665,700 (549,288,400) 

Sales 
Redernplions, 
i"latmitics & 

Rydowns 

39 ,343 ,320 ,000 

3,010,704,100 

2,804, 187,500 

45,158,811,600 

Contracted Investinent Manageinent Expenses 
($ Thousands) as of 06/30/2001 

JNVESTMENTMANAGERFEES 

}ixed Income Managers 

Equity Managers 
Balmiccd Manager 

TOTALS 

OffiERJNVESTMENTSERVICES 

Custodian_ Services 

Investment Cons1Jtant 

TOTAL 

GRAND TOTAL 

Assets Under 
Managem.ent 

$ 1,018,518 
2,544,153 
2,443,088 

$ 6,005,759 

$ 12,523,971 

* One has is point is one-hundreth of one percent or the equivalent of . 0001. 

Expenses 

$ 369 
2,790 

690 

$ 3,849 

$ 445 
45 

$ 490 

$ 4,339 

Farr V..Jue 
06/30/01 

994,200,000 

4,613,416, 100 

6,916,355,100 

12,523' 911,200 

Basis 
Points* 

3.6 
11.0 
2.8 

6.4 

0.4 

YearEndedJune3q2001 
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INVESTMENT SECTION ~ 

~ 
Transaction Commissions 

~ 

COMPANIES SHARES COMMISSIONS COMMISSION ~ 
TRADED PER SHARE 

t;:t 
All WATLEY 27,900 2,186.00 0.0784 
AG EDWARDS 2,233,297 lll,664.85 0.0500 

~ AllNAMRO 289,100 27,510.00 0.0952 
ADVEST 2,314,950 116,975.50 0.0505 

~ AUTRANETINC 19,900 995.00 0.0500 
13 TRADE SERVICES 909,417 18,368.34 0.0202 

i;:t BAL'\fC or AMERICA SECURITIES 496,750 57,585.00 0.1159 
BBNTCAPITALMARh'ETS 29,000 2,514.00 0.0867 
BEAR STEARNS 1,080,850 137,511.00 0.1272 i;:t 
BERNSTEIN SANFORD &CO 121,000 4,986.00 0.0412 
BJ,Am,WILLIAM&CO 38,100 4,572.00 0.1200 t:t BOENNING&SCATIE!<GOOD 1,669,200 66,768.00 0.0400 
BRANDTI<OBE!<T 45,200 2,260.00 0.0500 

~ Bl<IDGETI<ADING 713,604 14,362.08 0.0201 
CEUNTERllERGJIARRIS 210,800 25,296.00 0.1200 

~ CS FIRST!lOSTON 5,220,850 472,510.00 0.0905 
CANTORFITZGERAID 153,000 6,452.00 0.0422 
CAPITALINSTITiffiONALSER\IICES 138,890 6,944.50 0.0500 l!t 
CAPITALRESOURCEADVISO!<S 1,800 90.00 0.0500 
CHASEH&Q 544,500 66,697.00 0.1225 l:t 
CIBCOPPENHEIME!< 379,800 26,373.00 0.0694 
COWHN&CO 1,246,200 62,207.00 0.0499 !::I: DAIN RAUSCHE!(]NC 22,500 1,881.00 0.0836 
DEUTSCHEMO!<GAN 1,010,400 57,923.00 0.0573 

t:t DOJ\'llNICK & DOMINICK 6,200 310.00 0.0500 
DONALDSONUJFKIN 1,572,700 94,072.00 0.0598 

[:!: DRESDNERKLE!NWORT 75,500 3,775.00 0.0500 
FACTSETDATA 31,700 1,585.00 0.0500 
FERRISBAKERWATIB 12,500 9,625.00 0.7700 [:!: 
PIRSTALBANYCORP 35,300 4,236.00 0.1200 
PIRSTUNION CAPffAL 2,959,960 175,081.00 0.0591 ti:: f-OXcPffTKEUONINC 73,700 3,685.00 0.0500 
Fl<EIDflIANBILUNGS 195,400 16,264.00 0.0832 ti: FU!&IANSEJ:LING!lAmNGSLLC 58,800 7,056.00 0.1200 
GOWJ\'IAN SACHS 5,752,750 328,4"11.00 0.0571 

tt HAMllRECIITarulQU!ST 19,000 2,280.00 0.1200 
HEFUN&CO 1,097,538 44,102.52 0.0402 
HERZOG IIEINE GEDUID 207,500 24,900.00 0.1200 tt 
IIOEFERAND1\RNEITINC 11,100 1,332.00 0.1200 
HOWE BARt'\fES INVESTMENT 7,700 924.00 0.1200 
lt'\fSTINET 423,260 7,925.10 0.0187 
IN\IESTMENTTECHNOl,OGY 11,522,532 268,670.83 0.0233 
ISIGROUP 1,160,100 58,005.00 0.0500 
JPMORGANCHASH 1,201,635 153,196.28 0.1275 
JEPFERTES 3,927,414 272,349.68 0.0693 
JJBHILLJA!<DWLIYONS 2,273,995 113,699.75 0.0500 
JONES & ASSOCIATES 465,400 36,376.00 0.0782 
KEHFH Bl<UYHITE & WOOD 428,300 31,852.00 0.0744 
KNIGHTSECURlT!ES 60,800 6,323.00 0.1040 
KVHXECUTION SER\IJCE 33,000 660.00 0.0200 
LAZAlW 6,808,296 387,194.37 0.0569 
LHGGMASON 2,054,720 112,396.00 0.0547 

Teaclters'llel:in=etlt~oftneStateofKentuclqr 
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INVESTMENT SECTION 

Transaction Commissions continued ... 

COMPANIES SHARES COMMISSIONS COMMISSION 
TRADED PER SHARE 

UJHMANBl<OTIIERS 1,652,700 107,802.00 0.0652 
LJJXINGJDNINVESTMBNT 1,273,990 76,607.50 0.0601 
MCDONAill INVESTMEl\YfS 58,700 3,257.00 0.0555 
MEmmLLYNCll 33,194,577 1,535,380.54 0.0463 
MOI<GAN KEEGAJ'\f 2,145,300 109,098.00 0.0509 
MOI<GAN STANLEYDEANWITTEE 6,211,260 362,524.00 0.0584 
NDB CAPID\LMARh7E1B 11,400 8,568.00 0.1200 
NEEDIIAM&CO 62,700 7,524.00 0.1200 
OTh.LIMITED PAR1NEI<S 6,900 345.00 0.0500 
PAINE WEBBER 12,178,666 625,446.30 0.0514 
PCS SIJCURffiES 16,800 840.00 0.0500 
PR1IDEN'11AT,SECUmTIES 1,433,300 80,159.00 0.0559 
PUTNAMTDVELL THORNTON 26,900 1,345.00 0.0500 
RWBAilID 25,100 3,012.00 0.1200 
RAGEN MACKENZIE 12,600 1,512.00 0.1200 
!<AYMOND JAMES & ASSOCIATES 3,585,066 208,821.30 0.0582 
J.<OBH!{!BON STIJPHIJNS 876,400 71,636.00 0.0817 
EOB!NSONlilJMPHREYCO 9,500 1,140.00 0.1200 
SALOMONSMITHBARNEY 4,164,336 268,163.80 0.0644 
SAl'lDLERO'NEJLL 194,378 20,204.90 0.1039 
SCIIWABCHARLES 7,300 876.00 0.1200 
SPEARLEED&KELLOGG 151,900 18,228.00 0.1200 
STI\NDARD & POO!<S 621,000 27,780.00 0.0447 
STIJRNEAGEEAND LEACH 800 96.00 0.1200 
SUNTRUSTEQUITABUJ 25,000 3,000.00 0.1200 
THOMAS WEISEL Pl\RTNBRS 171,600 17,260.00 0.1006 
TUCKER CLEARY GULL 48,792 5,658.04 0.1160 
US BANCORPPIPIJRJ 287,200 16,306.00 0.0568 
WACIIOVIASIJCURffIES 1,632,010 81,600.50 0.0500 
WARBURG DILLON I<!'~ 544,800 75,748.00 0.1390 
WASSIJRSTEINPEllliLLA 37,600 1,798.00 0.0478 
WEIJDIJN 4,150,238 277,096.95 0.0668 
WBSTMINISTEI<IlliSEARCH 114,800 5,740.00 0.0500 
WITSOUNDVIEWTIJCH 58,400 7,008.00 0.1200 

IDThL 136,445,821 7,492,559.63 0.0549 

Over-tlie-counter lransactions and small capitalizalion slocl<! transactions iJJ_creasc the overall average com1nission per sbare. 

Tl1e over-the-counter commission rale on 1nediu1n to large capitalization stocks is assu1ned to be $.12 per share. Small 
capitalization stocl'! lransactions can have even higher rales. 'The acquisition of initial public offerings (IPOs) represenl~d a 
significant portion of s1nall capitalization stocl'! purchases. IPOs usually have a high commission rate. Ho,vever, tl1e security 

issuers and not tl1e investors pay the co1mnissions. In 2000-01, the Syste1n bought sn1all capitalization IPOs tl1at generated 
$299,253.00 in conunissions. Although these co1nnrissions were not paid by tl1e Retirement System, lhey resulted fron1 the 

Systen1' s investment activities and are included in the total commissions of $7, 492,559 .63. lvlediu1n to large capitalization 
stocl~s are bought and sold at sig1rificantly less expensive rates, frequently$. 04 or$. 05 per sl1are. Investment cotnpanies usually 

provide ll1veshncnt research for brokerage clients. On occasion, investment con1panies direct third party research to active 
clients. The Reliren1ent Syste1n received tl1ird par Ly researcl1 throughlvlerrill Lynch. 'Irading commissions of $427, 179.79 

were associated witl1 third party research obligations. Tl1c primary research providers were: Bloomberg, Capital Management 
Science, Capital ResourceAdvisors, and Vestek. 
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INVESTMENT SECTION 

Schedule of lnvestinents 
as of June 30, 2001 

tl 
i; 
' Ii 
I Investnlent 

l(epurchase Agree111enls 

Total Short Term 

Treasury Notes and Bonds 

Agencies 
GNJ\'IA (Single Family) 
Co!lateralized Mortgage Obligations 
'Ii:casury Strip Bonds 
Other .Nliscellaneous 

Total lJ. S. Govcr111ncnt obligatiom 

Industrials 
Pinance 

UtJity Bonds (Except Telephone) 
Telcpbonc Bonds 
Railroad Obligations 

Total Corporate Bonds 

FHA &VA Single Family Mm1gages 
Project Mortgages (FHA&GNJ\'IA) 
State and Local Government Issues 

Total Other Fixed lnco1ne 

Subtotal (Fixed Income) 

Real Estate Equity 

Total Real Estate Equity 

Common Stocks 80,435,753 Shams 
Small Cap Stoel" 16,487,252 Shares 
Stock Index 71,126,472 Sl>arcs 

Total Stoel,, 168,049,477 Shares 

Subtotal (Equity) 

Total Investments 

Par Value* or 
Remaining Principal 
Balance 

994,200,000.00 

994,200,000.00 

1,181,035,000.00 
l,094,406,192.68 

142,099,937.10 
33,922,078.00 

216' 170' 080. 00 
32,887.02 

2,667,666,174.80 

614,874,497.76 
908,623,959.36 
112,050,000.00 
163,780,000.00 

107,000.00 

1,799,435,457.12 

325,952.31 
89, 942,868.60 
25,300,000.00 

115,568,820.91 

5,576,870,452.83 

299,997,459.53 

299,997,459.53 

3,407,891,591.16 
303,326,068.11 

2,471,667,715.42 

6,182,885,374.69 

6,482,882,834.22 

12,059,753,287.05 

Market 
Value 

994,200,000.00 

994,200,000.00 

1,281,385,821.90 
1,093,595,775.84 

141,596,930.95 
34,248,166.19 

151,296,520.65 
0.00 

2,702,123,215.53 

614,686,874.12 
919,982,508.18 
107,019,033.50 
151,757,044.30 

106,399.73 

1,793,551,859.83 

339,596.70 
91,364,865.33 
26,036,540.00 

117,741,002.03 

5,607,616,077.39 

303,270,916.53 

303,270,916.53 

3,479,730,346.44 
331,601,037.21 

2,801,752,826.32 

6,613,084,209.97 

6,916,355,126.50 

12,523,971,203.89 

Percentage of 
Market Value 

7.94 

7.94 

10.23 
8.73 
1.13 
0.27 
1.21 
0.00 

21.57 

4.91 
7.35 
0.85 
l.21 
0.00 

14.32 

0.00 
0.73 
0.21 

0.94 

44.77 

2.42 

2.42 

27.79 
2.65 

22.37 

52.81 

55.23 

100.00 

* In this asset display, par value represents the rcdc1nption value of bonds and the cost value of equities. 1vfarket value is a volatile measure 
that changes daily and represents the approximate transaction value of an investment on a particular day--in this case June 30, 2001. Detailed 
infonnation concerning these values along with book values and cost values of a!l I<TRS investments is available on request. 
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Ted Crosthwait is named Executive 1970 
Secretary at the retirement of James 
Sublett after 13 years with KTRS 

Gary L. Harbin becomes associated with 1975 
KTRS in auditi1~g capacity 
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ACTUARIAL SECTION 

Executive Secretary 
1970-1976 

ACTUARIAL 

I.I.. 

0 



ACTUARIAL SECTION 

BUC! 
co'NsULTANTS 
200 Galleria Parkway, N. W. 
Atlanta, Georgia 30339 

Board of Truslees 

Suite 1200 

Teachers' Retirement System of the State of Kentucky 
479 Versailles Road 
Frankfo11, Kentucky 40601-3800 

Members of the Board: 

March 14, 2001 

Section 161.400 of the law governing the operation of the Teachers' Retirement Systen1 of the State of Kentucky provides that the actuary 
shall make an actuarial valuation of the System. We have submiued the results of the actuarial valuation prepared as of June 30, 2000. The 
valuation indicates that combined member and State contributions at the rate of 17.64o/o of university men1bers' salaries and 20.60% of 
non-university 111embers' salaries are sufficient to support the benefits of the Syste1n. We strongly reconunend that the State statutory rates 
and the additional special appropriations be continued, \Vith 0.75o/o being contributed to the Life Insurance Fund and 4.00o/o to the Medical 
Insurance Fund. While not verifying the data at source, the actuaiy pe1formcd tests for consistency and reasonability. 

The valuation takes into account the effect of amendments to the System enacted through the 2000 Session of the Legislature and effective 
on the valuation date. Since the previous valuation, the System has been mnended as follo\vs: (1) a separate fund has been created for the 
life insurance benefit, which was previously part of the retirement Systen1 as a death benefit; (2) the Systein has been amended to allow the 
Board to allocate up to 3.25% of active members' salaries to the medical insurance fund; (3) the nllnin1um annual retirement allowance has 
been increased from $310 per year of service to $325 per year of service effective July 1, 2000 and to $335 per year of service effective July 
l, 2001; and (4) a one-time 0.8% cost-of-living increase was granted effective July 1, 2000 and a one-time 1.0% cost-of-living increase 
was granted effective July 1, 2001. 

Since the previous valuation, the asset valuation method has been changed to a five year sn1oothed inarket related value of assets. 

The financing objective of the Syste1n is that contribution rates will re1nain relatively level over tin1e as a percentage of payroll. The 
promised benefits of the Syste1n are included in the actuarially calculated contribution rates which arc developed using the unit credit 
actuarial cost method with projected benefits. Five-year n1arket related value of plan assets is used for actuarial valuation purposes. Gains 
and losses are reflected in the unfunded accrued liability that is being amortized by regular annual contributions as a level percentage of 
payroll \Vithin a 12-year period, on the assumption that payroll will increase by 4.0% annually. The assun1ptions recommended by the 
actumy and adopted by the Board are in the aggregate reasonably related to the experience under the Systen1 and to reasonable expectations 
of anticipated experience under the System and 1neet the parameters for the disclosures under GASB 25 and 27. 

We have prepared the trend information sho,vn in the Schedule of Funding Progress in the Financial Section of the Annual Report and 
Schedules A, B, C, <ind D, Solvency Test and Analysis of Financial Experience shown in the Actuarial Section of the Annual Report. 

This is to Certify that the independent consulting actuary is a member of the American Academy of Actuaries and has experience in 
pcrfornllng valuations for public retiren1ent syste111s, that the valuation was prepared in accordance \Vith principles of practice prescribed 
by the Actuarial Standards Board, and that the actuarial calculations were pe1formed by qualified actuaries in accordance 'vith accepted 
actuarial procedures, based on the current provisions of the retirement systen1 and on actuarial assu1nptions that arc internally consistent 
and reasonably based on the actual experience of the System. 

In our opinion the Systen1 is operating on an actuarially sound basis. Assuming that contributions to the Syste1n are 111ade by the e1nployer 
fro111 year to year in the future at the rates recommended on the basis of the successive actuarial valuations, the continued sufficiency of the 
retiren1ent fund to provide the benefits called for under the System may be safely anticipated. 

~;~ 
Edward A. Macdonald, ASA, MAAA, FCA 
Principal and Consulting Actuary 

~ 
~ 

~ 
~ 
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AcruARIAL SEcrroN 

Report of Actuary on the Valuation 
Prepared as of June 30, 2000 

Section I - Sum.m.ary of Principal Results 

1. For convenience of referc11ce1 tl1e principal results of tl1c valuation ancl a comparison with the results of the 
previous valuation are sun1111arizcd bclo\V (all dollar amounts are $1, 000' s) : 

Valuation Date June 30, 2000 June 30, 1999 

Number of active members 53,002 51,983 
Annual salaries $ 2,133,743 $ 2,041,0463 

Number of annuitants and beneficiaries 30,627 29,193 
Annual allowances1 $ 634,064 $ 570,722 

Assets 
Market value $ 12,817,111 $ 12,473,948 
Actuarial value $ 12,759,636 $ 11,958,584 

Unfunded actuarial accrued liability $ 570,782 $ 329,647 

Amortization period (years) 12 4 

Non- Non-
Contribution rates: University University University University 

Pension Plan: 
Normal 13.86% 17.75% 13.77% 17.92% 
Accrued liability• 3.78 2.85 6.05 4.86 

Total 17.64% 20.60% 19.82% 22.78% 

Member 7.625% 9.105% 7.625% 9.105% 
State (ARC) 10.015 11.495 12.195 13.675 

Total 17.64% 20.60% 19.82% 22.78% 

Life Insurance Fund: 
State 0.75% 0.75% N/A'% N/A3% 

Medical Insurance Fund: 
Member 0.75% 0.75% 0.75% 0.75% 
State 4.00 4.00 2.40 240 

Total 4.75% 4.75% 3.15% 3.15% 

Tota1 Contributions: 
Member Statutory 8.375% 9.855% 8.375% 9.855% 
State Statutory 11.625 13.105 11.625 13.105 
State Special2 3.14 3.14 2.97 2.97 

Total 23.14% 26.10% 22.97% 25.93% 

1 Includes cost-of-Jiving adjustnwnts effective tliroug/1 t/w valuation date. 
2 Includes special appropriation of $67,044,300 as of June 30, 2000 and $60,656,200 as of 

June 30, .l999 as a percentage of payroll . ~IJANB 3 Deat/1 benefits included in Pension Plan as of June 30, 1999. 



AcruARIAL SECTION 

2. The valuation indicates tbat combined member and State contributions at the rate of 17.64% of salaries for 
university inembers and at 20.60o/o for non-university 1nembcrs are sufficie11t to support the benefits of tl1e 

System. We stronglyrecommend tbatthe State statutmy rates and the additional special appropriations be 

continued, with 0. 75% being contributed to tbe Life Insurance Fund ancl 4.00% to tbc Mcclical Insurance 
Fm1d. Comments on the valuation results as of June 30, 2000 are given in Section IV and f,11tl1crdiscussion 

of tbc conhiliutionlevelsis set out in Sections V and VI. 

3. Schedule B of tbis rcpo1t outlines tbe full set of actuarial assumptions and metl10ds employed in the current 

valuation. Since the previous valuation, the asset valuatio11 method has been changed fron1 a inollified n1arl<ct 

value, whlcl1 was calctJatecl by multiplying tbc book value of assets by tbe average ratio of marl<et to book value 
during the previous five year period, to a five year s111oothed 111arkctrelated value of assets. The actuarial value 

of assets is developed in scliedule C. 

4. The valuation tal<es into accounttl1e effect of amendments to the System enacted furough the 2000 Session 

oftbe Legislature and effective on tbc valuation date. Since tbe previous valuation, tlie System bas been 

amended as follows: (1) a separate fund bas been created for tbe life insurance benefit, wbicl1 was previously 
parl of tbe retirement System as a death benefit; (2) tbe System bas been amended lo allow tbc Board to 

allocate up to 3.25% of active n1embers' salaries to the medical insurance fund; (3) the minin1u1n at1nual 
rctircn1ent allowance has been increased from $310 per year of service to $325 per year of service effective 

July 1, 2000 and to $335 per year of service effective July 1, 2001; and (4) a one-time 0.8% cost-of-living 
increase was granted effective July 1, 2000 and a one-ti111e l .Oo/o cost-of-living increase was granted effective 

July 1, 2001. Provisions of the Sy stein which were tal<'.en into accotn1t i11 the current valuation are sun111ia.rized 

in Scbcdule D. 

Section II - MEMBERSHIP DAT A 

1. Dala regarding tl1e membershlp of the System for use as a basis of the valuation were fumisbed by the Retirement 
System office. Tbe following table shows the number of active members and their annual salaries as of June 30, 
2000 on the basis of wbicl1 tl1c valuation was prepared. 

Annual 
Gro11p Number Salaries ($1,000) 

Men 13,667 $ 616,044 
Women 39,335 1,517699 

Total 53,002 $ 2,133,743 

'J11e table reflects tlw active nie111be/'sl1ip for wl1m11 con1plete valuation data was sufnnitted. Tlw 

results of tlw valuation were adjusted to take account of inactive ineinbers and me111bers for wl10111 
incoinplete data was subinitted. 
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ACTIJARIAL SECTION 

The following table shows tbc number and annual retirement allowances payable to annuitants and beneficiaries 
on the roll of tbe ].(etirement System as of the valuation date. 

The Number and Annual Retirement Allowances of 
Annuitants and Beneficiaries on the Roll 

as of June 30, 2000 

Group 

Service Retirements 
Disability Retirements 

Beneficiaries of Deceased Members1 

Total 

Number 

26,554 
1,608 
2,024 

30,186 

Annual Retirement 
Allowances2 

($1,000) 

$ 578,106 
30,075 
23,685 

$ 631,866 

1 Jn addiiion, t/1ere are 441 beneficiaries entitled to term-certain 011/y annuities totaling 
$2, 197,806 annually . 

2 Includes t/ie annual 1.5% cost-of living adjustinent effective July 1, 2000, as well as one-tinw 
cost-ofliving increases effective July 1, 1999 and July 1, 2000. 

3. Tables 1and2 of Schedule F (not shown in this repmt) givetl1e tlistribution by age and by years of scn~ce of the 
number and annual salaries of active members included in tl1e valuation, while Tables 3, 4 ancl 5 give the 
number and annual retirement allonrcinces of am1uitants and beneficiaries h1cluded in thcvaluatio111 distributed 
by age . 

Section III - ASSETS 

1. As of June 30, 2000, a five-year smootl1ed marl,et related value of assets was used for valuation purposes. 

2. As of June 30, 2000 the market value of assets for valuation purposes held by the System amounted Lo 
$12,817, 111, 178. Tliis value exclucles assets in tl1e Medical Insurance Fund and tlie 403(b) Program Reserve 
Fund, wlucl1 are not included in the assets used for valuation purposes. 

3. The five-year marl<et related value of assets used for valuation purposes as of June 30, 2000 was 
$12,759,635,558. Schedule C sliows the development of tlie actuarial value of assets as of June 30, 2000. 

Year£ndedJune9J,.2001 



ACTUARIAL SECTION 

Section IV - COMMENTS ON VALUATION 

1. Schedule A of tbis rcpo1t outlines the results of tbe actuarial valuation (amounts are $1, 000' s). Tbe valuation 
was prepared in accordance with the actua1ial assumptions and the actuarial cost method, which are described 

in Scbedule B. 

2. Tbe valuation sbows tl1at tbc System has an actuarial accrncd liabilily of $6, 146, 994 for benefits expected to 
be paid on account of tbe present active membershlp, based on service to the valuation date. Tbe liability on 
accountof benelits payable to annuitants and beneficiaries amounts to $7,010,230 of which $523,032 is for 
special appropriations remailling to be made toward funding minimum a11nuities and ad hoc increases granted 

after 1981. The liability for benefits expected to be paid to inactive members and to members entitled to 
deferred vested benefits is $173, 194. Tbe total actuarial accrued liability of tbe System amounts to 
$13,330,418. Against these liabilities, tbe System bas present assets for valuation pmposcs of $12,759,636. 
When this amount is deducted from tl1c actuarial accrued liabJity of $13,330,418, there remains $570,782 
as the unfunded actuarial accrncd liability. 

3. ,...fhe normal co11hibution_ratc is equal to the actuarial present value of benefits accruing during the current year 

divided by tl1e annual active members' payroll. The normal contribution rate is determined to be 13.86% of 
payroll for university members and 17.75o/o for non-university members. 

Section V - CONTRIBUTIONS PAY ABLE UNDER THE SYSTEM 

1. Section 161.540 of tl1e retirement law provides tbat eacb university member will contribute 8.375% of his 
annual sala1y to tbe System and each non-university member will contribute 9 .855% of salary. Of tins amount, 
0.75% is paid to the Medical Insurance Fund for medical benefits leaving 7.625% for university members 
and 9 .105% for non-university members applicable for the retirement benefits talzen into account in the 
valuation. 

2. Section 161.550 provides that the State will matcb tbc member conhibutions and contribute an additional 
3.25% of members' salaries towanls discl1arging the System's unfunded obligations. The System was amended 
as of June 30, 2000 to allow tl1e Board to allocate up to a maximum of the entire 3.25%tothcMcdicaJ 
Insurance Fund. 

3. For pension Plan pu1poscs, the employer net statutory conhibutio11 rate is, therefore, 7.625% of aclive university 

members' salaries and 9.105% for active non-miiversitymembers. Of this amount, 0. 75% of payroll will be 
allocated to tl1e Life Insurance Fund. In addition, an appropriation of $67,044,300, or 3.14% of total 
payroll will be made by tbe State. The total employer contribution rate to tbe Pension Plan is, therefore, 
10.015% for university members and 11.495% for non-university members. Tl1c total member and employer 
conhibution rates to tbe Pension Plan are shown in tbc following table. -~ 
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AcruARIAL SECTION 

Total Contributin Rates to Pension Plan 

Source University Non-University 

Member 7.625 % 9.105 % 
State 10.015 11.495 

Total 17.64 % 20.60 % 

4. The valuation indicates that normal contributions at the rate of B .86% of active university members' salaries 
are required to meet the cost of be11efits currently accruh1g. The normal rate for non-university 1ne1nbers is 
17.75%. The difference between tl1e total contribution rate and the normal rate TCmains to be applied toward 
the liquidation of the unfunded actuarial accrued liability. This accrned liability rate is 3. 78% for university 
members and 2.85% for non-university members. These rates include special appropriations of $67,044,300 
or 3.14% of payroll to be made by the State for the fiscal year ending June 30, 2000. These rates are sl10wn in 
the following table . 

ACTUAmALLY DETERMINED CONTRIBUTION RATES 

I 
I PERCENTAGE OF ACTIVE 
I MEMBERS' SALARIES 
I 

I I 
Rate I University I Non-University 

Normal I 13.86 
I 

I % I 17.75 % 
Accrued Liability* 

I 
3.78 

I 
2.85 

Total I 17.64 % I 20.60 % 

I I 

*Includes special appropriations of $67,044,300 or 3.14% of payroll to be 1nade by tf1e State 
for t/1e fiscal year ending June 30, 2000. 

5. The unfunded actuarial acciuedliability amounts to $570,782,000 as of the valuation date. Accrned liability 
contributions at the rate of 3. 78% of active university members' payroll and 2.85% of non-university members' 
payroll al'C sufficient to amoitizetl1e unfunded actuarial accrnedliability over the 12 year period commencing 
June 30, 2000, based on the assumption that the payroll will increase by 4. 0% annually. 



AcruARIAL SECTION 

Section VI - COMMENTS ON LEVEL OF FUNDING 

1. The benefit percentage for non-university members is 2.0% for service accrued througl1 July 1, 1983 and 
2.5% for service accmed afterthat date. The total net contrilmtionrate is 20.60% of payroll for these members. 
For university men1bers tb_e be11efit percentage is 2.0% for all service a11d tl1c contribution rate is 17.64o/o. 
Our calctJations indicate that these contribution rates will be sufficient to cover the basic benefits of tl1e 
System, the annual 1.5% increases in tl1e allowances of retired members and beneficiaries, and the haJ,Jities 
for mini1num am1uitics1 ad hoc increases and sick leave allowances granted after 1981. 

2. The valuation indicates that the present statutory contributio11 rates and special appropriations are sufficient to 
meet the cost of benefits currently accruing and provitle for the amodization of tl1e unfunded actuarial accrued 
liability over a reasonable period oftime. The net effect of the System experience, amendments and the cl1ange 
in asset method has produced an increase in the funding period for tbe unfunded actuarial accrued liability 
fro1114 years to 12 years. 

3. The System has been operating on an actuarially sound basis. Howeve1; there arc 110 excess assets or contributions 

available to provide additional benefits. Any further J,cnefit improvements should be accompanied by the 
additional contributions necessa1y to suppod the benefits. 

Section VII - ANALYSIS OF FINANCIAL EXPERIENCE 

The following table sbows the estimated gain or loss from various factors that resulted in an increase of 
$241,135,000 in tl1c unfunded accrued liability from $329,647,000 to $570,782,000 during the year 
cndingJune30, 2000. 

ITEM 

Interest (7.50%) added to previous unfunded accrued liability 
Accrued liability contribution 

Experience: 
Valuation asset growth 

Pensioners' mortality 
Turnover and retirements ,,,,.,,..--- ......... 

/ " ( {J)o/far a11101111ls \ 

in t/1ousands} J ' / 
........ ___ ....... 

New entrants 
Salary Increases 

Method changes 
Alnendments 

Assu1nption changes 

TOTAL 

Aniount of Increase/ 
(Decr".ase) 

(650,652) 
24.495 

192,834 
12,555 
55,996 

636,232 
29,597 

0 

$ 241,135 

b 
b 
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AcruAIUAL SEcrroN 

Section VIII - ACCOUNTING INFORMATION 

1. Governmental Accounting Standards Board Statements 25 and 27 set forth certain items of required 

supple1nenlary iitlorn1atio11 to be disclosed in the financial staten1c11ts of lhe System at1d the elnployer. 011e 

such item is a dish-ibution of the number of employees by type of membership, as follows: 

Number of Active and Retired Members 
as of June 30, 2000 

-----------~ou;T ___ NUMBE~---
Retirees and Beneficiaries 

currently receiving benefits 

Terminated employees entitled 
to benefits but not yet 

receiving benefits 

1 

I 
I 
I 
I 

Active Plan Members: : 

TOTAL I 
I 
I 

30,627 

53,002 

88,801 

2. Another such item is the scl1edule of funding progress as shown below. 

Actuarial 
Valuation 

Date 

06/30/91 
06/30/92 
06130193 
06/30/94 
06/30/95 
06130196 
06/30/97 
06/30/98* 
06130199 
06130100'' 

Actuarial Value of 
Assets 

a 

$ 4,259,123 
4,808.670 
5,454,581 
6,006,636 
6.621,235 
7,624,699 
8,789,911 

10,370,595 
11,958,584 
12,759.636 

Schedule of Funding Progress 
(Dollar amount in thousands) 

Actuarial Accrued 
Liability 

(AAL) Unfunded 
Projected Unit AAL Funded 

Credit (UAAL) Ratio 
b (b-a) _____(lli!lJ 

5,852,915 1.593,792 72.8% 
6,649,716 1,841,046 I 72.3 
7.173,717 1,719,136 76.0 
7,779,919 1,773,283 77.2 
8,438,218 1.816,983 78.5 
9,178,577 1,553,878 83.1 
9,906,260 1,116,349 88.7 

11,516.619 1.146,024 90.0 
12,288,231 329,647 97.3 
13,330,418 570,782 95.7 

* Reflects c/1a11ges in actuarial assu1nptions and Sysfe1n amendnwnts. 

** Ref/ects c/1ange in asset vafuatio11111et/1od and SY,ste111 an1end111ents . 

Covered 
Payroll 

(C) 

1,522,497 
1,669,228 
1,696,901 
1,748,141 
1,819,778 
1,877,888 
1,925,047 
1,973,749 
2,041,463 
2,133,743 

(UAALasa 
Percentage 
of Covered 

Payroll 
( Cb-a) /c) 

104.7 
110.3 
101.3 
101.4 
99.8 
82.7 
58.0 
58.l 
16.1 
26.8 



ACTUARIAL SECTION 

3. The information presented in the required supplementary schedules was determined as part of the actuarial 
valuation at June 30, 2000. Additional information as of the latest actuarial valuation follows. 

Valuation Date .......................................................................................... 06/30/ 2000 

Actuarial cost method ................................................................... Projected unit credit 

Amo1tization method ........................................................... Level percent of pay, open 

Remaining amortization period ... .............. ............ ... ..... ... ... ...... ... ... . .. ............ 12 years 

Asset valuation method ........................................................ 5-year smoothed market 

Actuarial Assumptions: 

Investment Rate of Return* ................................................................................ 7.50% 

Projected Salary Increases* ....................................................................... 4.00 - 8.10% 

Cost-of-Living Adjustment ................................................................... 1.50% Annually 

*Includes Inflation at......................................................................................... 4.00% 

TREND INFORMATION 

Year Ending 
Annual Pension 

Cost (APC) 
Percentage of 

APC Contributed 
Net Pension 

Obligation (NPO) 

June 30, 1998 100% $0 

June 30, 1999 $288,543,g90 100% $0 

June 30, 2000 $ 311,286,811 100% $0 

1 
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ACTUARIAL SECTION 

1, 

2, 

3. 

SCHEDULE A 

Results of the Valuation 
Prepared as of June 30, 2000 

($1,000) 

ACTUARIAL ACCRUED LIABILITY 

Present value of prospective benefits payable in respect: 

(a) Present active members: 
Service retirement benefits $ 5,821,325 
Disability retirement benefits 174,084 
Death and survivor benefits 60,984 
Refunds of member contributions 90,601 

Total 

(b) Present inactive members and members 
entitled to deferred vested benefits: 

(c) Present annuitants and beneficiaries 
Service retirement benefits $ 6,527,193 
Disability retirement benefits 252,442 
Death and survivor benefits 230,595 

Total 

(d) Total actuarial accrued liability 

PRESENT ASSETS FOR VALUATION PURPOSES 

Unfunded Actuarial Accrued Liability 
[(1) MINUS (2)] 

4. NORMAL CONTRIBUTION RATE 

(a) Actuarial present value of benefits 
accruing annually 

(b) Annual payroll of active members 

(c) Normal contribution rate 
[4(a) divided by 4(b)] 

UNIVERSITY 

143,558 

13.86% 

$ 6,146,994 

173,194 

7,010,230 

$13,330,418 

12,759,636 

$570,782 

NON
UNIVERSITY 

$ 353,275 

1,990,185 

17.75% 
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SCHEDULEB 
Outline of Actuarial Assmnptions and Methods 

Investment Rate of Return: 7.So/o per annun1, compounded annually. 

Salary l11creases: : l(cpresentative values of the assumed a1111ual rates of future sala1y increases are as follows 

and include inflation at 4.0% per annu1n: 

Age 

Annual 
Rate 

20 

8.10% 

2S 30 3S 40 4S so SS 60 6s 

7.20% 6.20% 5.50% 5.00% 4.70% 4.50% 4.30% 4.20% 4.00% 

Separations From Service: : !<epresenlative values of the assumed annual rates of deatb, disability, witbdrnwal, 

service retircmc11t at1d early xetire1nent are as follows: 

MEN: Annual Rate of ... 

I I I I SERVICE I EARLY 
AGE I DEATH I DISABILITY I WITHDRAWAL I RETIREMENT* I RETIREMENT 

I I ' ' ' ' 
20 .OOS%: .01% 

I 7.16% I I 
2S .014 .01 I 7-4S I I 
30 .023 I .01 I 6-46 I I 
3S .046 I .os I 4-49 I I 
40 .068 I .07 I 3.11 

I I 4S .091 .10 2.12 

so .149 I .29 I 1.S8 I 10.00% I 
SS .308 I 1.20 I I 17.00 I 4.00% 
60 -S3S I .os I I 20.00 I 62 .626 

I 
.03 

I I 
27.00 

I 6s .808 4s.oo 
70 I I I 100.00 I 

I I I I 

*It is also assuined t/1at an additional 15% of nwn wi// retire in tlwir first year a/ eligibility if before age 60. 
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AcruARIAL SECTION 

WOMEN: Annual Rate of ... 

I I I I SERVICE I EARLY 
AGE I DEATH I DISABILITY I WITHDRAWAL I RETIREMENT* I RETIREMENT 

I I I I I 

I I I I I 20 I .004% 
I 

.01% 
I 

5.66% I I 25 I .008 .01 6.84 I 30 .022 I .01 I 6.30 I 
35 I .035 I .04 I 4.08 I I 
40 I .056 I .09 

I 
2.61 I I 45 I .065 .18 1.92 I 

50 I .078 I .29 I 1.57 I 10.00% I 
55 I .100 I .60 I I 17.00 I 5.00% 
60 

I 
.143 I .25 I I 

20.00 I 62 .161 .06 22.00 

65 I .187 I I I 35.00 I 
70 I I I I 100.00 I 

I I I I I 
*It is also assunwd tf1at an additional 20% of woinen will retire in tf1eir /irsl year of eligibility 1/ before age 60. 

DeatbsAfter Retirement: Representative values oftlie assumed annual rates of dcatb after service and disability 

retirement are as follows: 

Annual Rate of 
Death After ... 

Age 

40 
50 
55 
60 
65 
70 
75 
80 
85 
90 
95 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Service Retirement 

MEN WOMEN 

.1% I .1% 
4 I .2 

.6 I .2 
1.1 4 
1.9 I .7 
3.1 I 1.4 
4.6 2.6 
7.0 I 44 

11.0 I 7.5 
16.8 

I 
12.8 

23.2 21.1 
I 

I Disability Retirement 
I 
I MEN WOMEN 

I 5.1% I 4-5% 

I 5.1 I 4.5 

I 5.1 I 4.5 
5.1 4.5 

I 5.1 I 4.5 

I 5.1 I 4.5 
5.1 4.5 

I 7.8 I 5.5 

I 12.3 I 94 

I 
19.1 

I 
15,9 

29.2 26.2 
I I 

ActuarialMetl1od: Unit Credit Actuarial CostMetliod witb projected benefits. Actuarial gains and losses are 

reflected in tlie unfunded actuarial accrucd1abiliL0c 

Assets: Five-year ma11<et related actuarial value, as ,Jevelopcd in Scbedulc C. Tbe actuarial value of assets 

recognizes a portion of the difference between tl1e rnarl~ct value of assets a11d the expectecl actuarial value of assets, 

based 01i the assu1ned valuation rate of return. Tl1e an1ount recognized eacl1 year is 20o/o of tl1e difference betwcc11 

madzct value and expected actuarial value. Prior to tbe June 30, 2000 valuation, modified marhet value was used. 

T1us value was calculated hymultiplying tbe booh value of assets available for valuation purposes by tbe average ratio 

of marhet to bool,value during tbe five years ending on tl1e valuation date. 

Expense Load: None 

Percent MaITied: 100%, with females 3 years youngertban males. 

• 
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SCHEDULEC 
Development of June 30, 2000 

Actuarial Value of Assets 

1. Actuarial Value of Assets on June 30 1 1999 

2. 1999/2000 Net C.,h Flow 
a. Contributions 

h. Dishurncmcnts 
c. Net Ca,h Flow 

(2)a - (2)1 

3. Expected Inveshnent Rehtrn 
[(1) x .075] + [(2)c x .0375] 

4. Expected Actuarial Value of Assets 
on June 30 1 2000 
(1) + (2) c+ (3) 

5. Marl.._et Value of Assets on June 30, 2000 

6. Excess of Market Value over ExpecledActuariaJ Value 

(5)- (4) 

7. 20o/o Adjustment towards Market Value 
.20x(6) 

8. Actuarial Value of Assets onJune301 2000 
(4)+(7) 

~ 

m 
!ii 

m 
m 
I 

$ 11,958,584,375 
I 

514,436,092 Iii: 
620,664,381 

it 
(106,228,289) 

It 
892,910,567 t 

re 
12,745,266,653 

I!: 
12,817,111,178 

I: 
71,844,525 ll: 

14,368,905 lfE 

llt 
$ 12,759,635,558 

llt 

t: 

t: 
It 

t: 

It 
C;i 

l.:l 

l.:l 
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l::l 
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AcruARIAL SECTION 

SCHEDULED 
Sununary of Main Systetn Provisions 
As Interpreted for Valuation Purposes 

Tl1e Teachers' Retirement System of the State of Kentuclzywas establisbed on July 1, 1940. Tbe valuation 

toolz into acconnt amendments to tlte System effective fuough June 30, 2000. The following su111111a1y describes 

tlte main benefit and conhibution provisions of the System as inte1-preted for the valuation . 

DEFINITIONS 

"Final average salary" means tl1e average of the five highest annual salaries which the member l1as received for 

service in a covered position and on which the member has made contributions or on which the public board, 

institution or agency bas picked up the member contributions. For a member who retires after attaining age 55 
with 27 years of service, "final average salmy" means tbe average of tbc tbree bigbest annual sala1ies . 

BENEFITS 

Service RetirementAllowance 

Condition for Allowance: Completion of 27 years of service orattaiurnent of age 55 and 5 years of 

service. 

Amount of Allowa11ce: Tl1c annual retirement allo\va11ce equals tl1e sum of: 

(a) 2% of final average sala1y multiplied by service after July 1, 1941, plus 

(b) $100 multiplied by credited service prior to July 1, 1941. 

For service after July 1, 1983, the annual allowance for non-university members is 

2. 5% of final average salary. 

Tbe annual allowance is reduced by actuarial equivalent factors from tbe earlier of age 60 or the date tbe 

member would l1avc completed 27 years of service 

The minimum annual service retirement allowance is the greater of: 

{a) $325.00 multiplied by credited service, or 

(b) For a member who has attained age 60 at retirement, $900. 00. 



l 

AcruARIAL SECTION 

DisabJity RetirementAllowance 

Condition for Allowance: Totally and pennanently incapable of being employed as a teacher and under age 60 

but after completh1g 5 years of service. 

Amount of Allowance: The disability allowance is equal to the greater of tbe service retirnment allowance or 
60% of the member's final average salary. Tbe disability allowance is payable over an entiUemenl period equal 
to 25% of tbe service credited to tlrn member at the date of disability or five years, whicbever is longer. After 
tbe disability entitlement period has expired and if tbe member remains disabled, he will be retired under 
service retiTen1ent. The service retirement allowance ,vill be co111puted \vitl1 service credit given for the period 
of disability retirement. The allowance will not be less tban $6,000 per year. The service retirement allowance 
will not be reduced for commencement of the allowance before age 60 or fue completion of 27 years of service. 

Benefits Payable on Separation from Service 

Any member \vl10 ceases to be in service is entitled to receive his contributions urith allowable interest. A 
n1en-iber \vl10 has cotnpleted 5 years of creditable service and leaves his contributions witl1 the System may be 
continued in the membership of the Syste1n after separatio11 fro1n service, a11d file applicatio11 for service 

retirement after tl1e attainme11t of age 60. 

Deatl1 Benefits 

A separate Life Insurance fund lrns been created as of June 30, 2000 to pay benefits on behalf of deceased 
KTI~S active and retil'ed members. 

Options: In lieu of the regular Option 1, a retirement allowance payable in the form of a life 
annuity with reft1ndable balance, a11y 1ne1nber before retiren1e11t may elect to receive a reduced 

allowance wlucl1 is actuarially equivalent to tbe full allowance, in one of the following fonns: 

Option 2. A single life annuity payable during the member's life lime with payments for 10 yearn 
certain. 

Option 3. At the death of the member his allowance is continued throughout the life of his 
beneficiary. 

Option 3(a). Atthe deatl1 of the beneficiary designated bytl1e member under Option 3, the 
member's benef1t will revert to whal would have been paid had he nol selected an option. 

Op lion 4. Al the death of the member one half of his allowance is continued throughout the life 
of his beneficiary. 

Option 4(a). Atthe deatl1 of tl1e beneficiary designated by the member under Option 4, the 
men:J,er' s benefit will revert to what would have been paid had l1e not selected an option. 

Post-l~etirnrnentAdjushnents 

The reliremenl allowance of each relired member and of each beneficiary shall be increased by 1-1/2% each 

July 1. 
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ACTUARIAL SECTION 

CONTRIBUTIONS 

Me11JJe1· Contribut-ions 

University members contribute 8.375% of salaiy of wbicb 7.625% is conh-ibuted to tbe I(efacmcnt System 
and 0.75% is contributed to tbe Medical Insurance Fund. Non-university members contribute 9.855% of 
salary of wbicb 9 .105% is contributecl to t!10 I<ctircment System and 0. 75% is conh-ibuted to tbe Medical 
Insurance Fund. Member conh-ibutions are piclzed up bytbe employer. 

Solvency Test 
(in millions of doUars) 

Aggregate Accrued Liabilities For 

(1) (2) (3) 
Active Members 

Active Retirants (Employer 
Member and Financed 

Fiscal Year Contributions Beneficiaries Portion) 

1995 $ 1,691.7 $ 3,281.5 $ 3,236.8 
1996 1,805.3 4,018.2 3,355.0 
1997 1,893.5 4,575.5 3.437·3 
1998 1,967.2 5,680-4 3,869.0 
1999 2,051.1 6,291.7 3,945.4 

2000 2,128.4 7,183-4 4,018.6 

Fiscal Year (1) (2) (3) 

Portion of 1995 100 % 100 % 51 % 
Accrued 1996 100 100 54 

Liabilities 1997 100 100 68 
Covered 1998 100 100 70 

by 1999 100 100 92 
Assets 2000 100 100 86 

Valuation 
Assets 

$ 6,621.2 
7,624.7 
8,789.9 

10,370.6 
11,958.6 
12,759.6 



Schedule of Active Mem.ber Valuation Data 

(1) (2) (3) (4) 

Number of Average % Increase 
Fiscal Active Total Annual Annual (Decrease) 

Fiscal 
Year 

1995 
1996 
1997 
1998 
1999 
2000 

Year Members Payroll Pay in Average Pay 

1995 50,903 1,819,778,000 $ 35,750 2.8 % 
1996 51,429 1,877,888,000 36,514 2.1 
1997 51,297 1,925,047,000 37,527 2.8 
1998 51,677 1,973,749,000 38,194 1.8 
1999 51,983 2,041,463,000 39,272 2.8 
2000 53,002 2,133,743,000 40,258 2.5 

Schedule of Retirants, Beneficiaries and Survivors 
Added to and Rem.oved from. Rolls 

I 
I 
I 
I 
I 
I 
I 
I 

Ad:l 
to Rolls 

Annual 
Allowances I 

Number (Millions) I 

1,973 $49.2 
I 
I 1,910 50.1 

2,383 62.9 I 
2,500 66.7 I 
2,415 73.9 I 2,462 79.2 

I 

Fiscal 
Year 

1995 
1996 
1997 
1998 
1999 

2000 

Annual Annual 
Allowances I Allowances 

Number (Millions) I Number (Millions) 

$10.1 I 
23,934 $350.9 903 

I 967 11.4 24,877 389.5 
976 11.6 I 26,284 440.8 

1,040 134 I 27,744 494.1 
998 13.9 I 29,161 554.0 

1,008 14.1 30,615 619.2 
I 

% Increase Average 
in Annual Annual 

Allowances Allowances 

12.6 $ 14,659 
11.0 15,658 
13.2 16,771 
12.1 17,809 
12.1 19,000 

11.8 20,226 



~ 
~ 

~ 

~ 

:ill 

:ill 

:iii 

:iii 

:ill 

:iii 

3 

::!II 

=ill 

3 

~ 

:;\II 

3 

31 

::!II 

3 

3 

3 

3 
:g 

a 
lfll 

• 
~ 

:ti! 

~ 

31 

nil 

ff 

arbin is named Ei~c;u#v,e 200 
at the retirem~niof Pat fl!, 
, ,~r3 2 years with K'fl{S: 

0/ 
'--'---'"--·, ~-~-;.,_', 

STATISTICAL SECTION 

Executive Secretary 
1976-2000 
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Growth in Service Retirement 
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YEAR CONTRlBUTIONS 
BY MEMBERS 

1995-96 $ 201,890,485 

1996-97 212,571,963 

1997-98 218,147,253 

1998-99 229,327,245 

1999-00 239,542,127 

2000-01 248,720,484 

Stunmary of Revenue 
by Source 

CONTRIBUTIONS BY EMPLOYERS 
INVFSIMENT 

%ofCovered INCOME TOTAL 
Dollars Payroll 

$ 307,111,462 16.35 % $ 772,668,343 $ 1,281,670,290 

328,607,418 17.07 1,546,473,337 2,087,652,718 

329,493,235 16.85 1,833,833,069 2,381,473,557 

334,712,004 16.40 1,277,114,068 1,841,153,317 

360,233,457 16.88 458,000,877 1,057,776,461 

372,537,868 16.83 (99,579,273) 521,679,079 
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~ STATISTICAL SECTION 

YEAR 

1995-96 
1996-97 
1997-98 
1998-99 
1999-00 
2000-01 

600 

500 

400 

300 

200 

100 

Summary of Expenses by Type 
{In Millions of Dollars) 

Benefits & Insurance Fremiwns 
& Processing Charges 

1996 1997 1998 1999 2000 2001 

35 

30 

25 

20 

15 

10 

5 

0 
1996 1997 1998 1999 2000 2001 

BENEFITS INSURANCE PREMIUMS & REFUNDS 
PROCESSING CHARGES 

$ 388,760,547 $ 61,607,051 $ 8,418,031 
431,597,292 67,962,768 33,319,583 
491,442,664 62,586,420 9,525,548 
547,385,965 70,354,071 9,089,605 
609,422,333 80,363,492 11,438,790 
674,042,865 88,155,912 10,679,136 

ADMINISTRAI10N 

$ 3,575,187 
3,487,717 
3,997,314 
4,522,908 
4,859,623 
5,950,036 

ii 

ii 

'.I 
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STATISTICAL SECTION 

Year 
Ended 

June30, 1992 
Junc30, 1993 
June30, 1994 
June30, 1995 
Junc30, 1996 
June30, 1997 
Junc30, 1998 
June30, 1999 
June 30, 2000 
June 30, 2001 

Schedule of Benefit Expenses by Type 

Service 
Retirants 

$ 232,027,180 
260,267,306 
286, 963, 990 
321,855, 622 
359,085,382 
399,493,437 
456,467,869 
509,873,252 
568,598,419 
62'/,693,740 

Disability 
Retirants 

$ 11,896,196 
13,557,546 
15,188,244 
17,328,942 
19,661,323 
21,775,003 
24,305,495 
26,464,287 
29,148,420 
32,233,070 

Survivors 

$5,770,289 $ 
6,379,427 
6,962,111 

7,483,006 
7,834,903 
8,204,891 
8,375,394 
8,718,626 
9,322,582 

10,005,656 

Life 
Insurance 

l,627,527 
1,848,216 
2,085,691 
l,898,670 
2,178,939 
2,123,959 
2,293,906 
2,329,800 
2,350,600 
4,110,400 

* Includes benefit and rcfttn(l expenses of the tax-sheltered annuity plan. 

Sununary of State Match 
and Suppleinental Appropriations 

Refunds 

$6,516,430 
6,714,014 
6,690,665 
8,528,796 
8,418,031 

33,319,583>:-
9,525,548 
9,089,605 

11,438,790 
10,679,136 

for Meinber Contributions to Teachers' Retireinent Systein 

Total Employer/ Required State Required Required (Deficit) 
Fiscal Member Federal Match Supplemental Sick Leave Total State Surplus 
Year Contributions Payments Contributions Appropriation Payments Appropriation State Funding 

1944-48 3,184,178 3,184,178 3,039,017 (145,160) 
1948-52 4,951,458 4,951,458 5,090,848 (139,390) 
1952-56 7,261,163 7,267,163 6,494,102 (773,062) 
1956-60 14,970,961 14,970,961 14,963,272 (7,689) 
1960-64 25,945,897 25,945,897 25,938,763 (7,134) 
1964-68 49,957,299 2,042,014 47,915,285 45,317,694 (2,597,591) 
1968-72 82,922,869 6,044,865 76,878,005 80,091,951 3,213,946 
J 972-76 120,349,350 8,019,216 112,330,134 111,665,685 (664,449) 
1976-80 189,072,371 12,044,186 177,(128, 185 75,010,028 256,784,030 4,745,817 
1980-84 272, 7 44, 772 16,334,937 256,409,836 109,622,lll 5,197,234 378,667,011 7,437,831 
1984-88 413, 932,416 21,417,604 392,514,811 141,251,827 13,341,:l43 515, 932, 177 (31,175,706) 
1988-92 602,399,432 119,352,211 483,347,;m 133,545,987 28,978,117 634,358,200 (11,537,557) 
1992-96 756,817,769 154,296,351(2) 602,521,418 213,030,177 53,308,591 854,138,311 (14,751,875) 

1996-97 206,462,720 41,264,724 165,197,996 58,543,960 24,'l:l8,691 243,977,468 (4,493,079) 
1997-98 211,161,650 41,757,997 169,403,663 69,838,776 18,480,413 253, 962,432 6,239,590 
1998-99 217,872,677 42,658,J 77 175,214,500 61,828,816 see (1) 240,946,421 3,903,105 
1999-00 228,456, 973 45,356,991 183,099,982 65,189,042 251,615,023 3,3:16,999 
2000-01 :l32, 984,311 43,818,800 189,165,617 67,154,619 255,140,180 (1,179,856) 

(1) The slate under-appropriation at June 30, 2001 is $1 1179,856. 1'he state appropriations for the 2000-2001 year's sicl~ leave 
deficit will be a1norHzeJ over a 16-year11eriod. Tbc siclz leave deficit is not included in the 2000-2001 under-appropriationcalc1Jation. 

(2) Beginning witb tl1e 1988-89 fiscal year, tho Department of Education antl tl1e state turiversities were responsible for n1atclring tlieir 
1nen-ibers' contributions with the slalc roirnlnirsingthe respective agencies in theirnonnal budget appropriation. 



STATISTICAL SECTION 

Summary of Fiscal Year 2000-2001 
Retiree Sick Leave Payments 

ACTUARIAL RATE 

Grand Total Members Retiring 
Total members receiving sick leave payn1cnts 
Total amount of sick leave payments@ 9.855°/o contribution rate 
Average payment per retiree 
Total increase in final average salary base 
Average increase in FAS 
Total service credit of retirees 
Average service credit of retirees 

AVERAGE YEARLY ANNUITY 

AVERAGEMONTHLYANNUITY 

ANTICIPATED LIFETIME PAYOUT OF ADDITIONAL ANNUITY 

Funding of Additional Payout 

Member contributions 9.855o/o x Sick Leave Payment 

State Contributions 13.1 OSo/o x Sick Leave Payment 

TOTAL Member-State Contributions 

DEFICIT 

Anticipated additional payout 
Less total member & state contributions 
Subtotal unfunded debt 

Less current year appropriations 

TOTAL DEFICIT 

* The sick leave deficit for June 30, 2001 "\vill be amortized over a fifteen year period. 

$ 

$ 

$ 

$ 

2,060 
1,551 

$ 15,381,004.46 

$ 9,916.83 

$ 3,986,696.03 

$ 2,570.40 
42,400.58 

27.34 

$ 1,636.83 

$ 136.40 

$ 31,958,386.76 

1,515,797.99 

2,015,680.63 

3,531,478.62 

31,958,386.76 
3 531478.62 

28,426,908.14 

3,698,800.00 

24,728,108.14 * 
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STATISTICAL SECTION 

95 Alabama 5 Montana Distribution of 
5 Alasl<a 4 Nebraska 

61 Ariwna 14 Nevada Retireinent Payinents 
23 Arbnsas 3 New Hampslllie Worldwide 
78 California 10 New Jersey 
39 Colorado 11 Nc\v Mexico 

6 Connecticut 31 New Y01l As of June 30, 2001 
7 Delaware 131 North Carolina 
1 District of 3 North Dakota 

Columbia 387 Ohio 
701 Florida 16 Olzlahoma 
129 Georgia 17 Oregon 

2 Hawaii 25 Pennsylvania 

4 Idaho 0 Rl10de Island 
69 Illinois 60 Soutl1 Carolina 

361 Indiana 0 South Dal,ota 
9 Iowa 480 Tennessee 

20 Kansas 113 Texas 

20 l .. ouisiana 11 Utal1 
9 Maine 3 Ver1nont 

20 Mmyland 90 Virginia 

11 Massachusetts 17 Washington 
27 Michigan 58 West Virginia 
12 lVlinnesota 8 Wisconsin 
40 Mississippi 1 \XJYoming 
45 Missouri 

Additional Distribution Outside USA 

4 CANADA 
2 MlillARY APO 
1 SWITZERLAND 

2 MEXICO 
1 Pl-IILlPPINES 
1 TUl\'KEY 

TOTAL: Out of State ...................................................... 3,303 
TOTAL: Out of State Payments .............................. $47, 961,307 
TOTAL: Number of Payments .......................................... 33, 118 
GRAND TOTAL: Amount of Payments"""""""" $669,877, 705 



-$ STATISTICAL SECTION 

t 
Distribution of Retirement Payments Statewide ~ 

as of June 30, 2001 
f 

County Total Number of 
Name Payments Recipients E 

Adair $ 3,109,637 166 ~ 
Allen 2,614,051 123 ~ 
Anderson 2,250,459 114 
Ballan! 1,404,095 67 ~ 
Ba11:cn 6,014,868 300 
Batlr 1,943,403 103 w 
Bell 6,337,229 331 
Boone 10,725,871 464 ml 
Bourbon 2,944,741 146 
Boyd 8,520,481 410 Ill 
Boyle 5,004,764 252 

ftt Brad'!ell 997,886 51 
Breatllltt 3,776,812 190 flt 
Breclcinridge 2,366,139 115 
Bulktt 6,086,562 257 fil 
Butler 1,421,348 78 
Caldwell 2,213,861 116 ~ 
Callo\vay 9,323,474 446 
Campbell 9,106,737 417 tlt 
Carlisle 647,221 37 
Cano JI 1,136,486 57 ~ 
Caiter 4,863,731 247 

~ Casey 2,340,387 131 ' 

Christian 7,237,874 357 
~ Clar], 4,206,606 208 

Clay 4,487,331 239 ti! Clinton 2,174,776 104 
Critlenden 889,983 47 ti± ' 
Cunibcrland 1,199,268 61 
Daviess 15,488,399 734 ffi 
Ed1nonso11 1,167,643 61 
Blliou 923,503 54 C'lZ 
Estill 1,722,901 94 

t!l: Fayette 37,243,436 1,719 
Flenring 2,009,957 104 

t!l: Ploycl 9,675,551 475 
Pranklur 10,663,693 608 6 F1Jton 1,136,100 58 
Gallatin 333,762 19 I± 
Garrard 2,127,356 106 
Grant 2,251,238 105 I± 

tt 
Teachers'R!etiremeni:SysteinoftheStateofHentucl<,y tt 

~ 
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-Id Distribution of Retirement Payments Statewide 
as of June 30, 2001 continued . .. 

=!a 
County Total Number of 

=!a Name Payments Recipients 

=!a 
Graves 4,749,518 234 

=!a Grayson 3,563,381 178 
Green 2,009,417 103 

~ Greenup 5,823,070 278 
Hancocl< 1,208,179 56 

~ Hard:i11 10,586,189 486 
Iladan 7,032,486 336 :g IIarrison 2,825,686 146 

:u Harl 2,166,855 103 
Henderson 6,016,002 279 

=- Heiny 2,598,699 134 
Ilicbnan 441,921 28 

:u l-Ioplcins 7,017,428 337 
Jacl<son 1,916,604 111 

:u Jeffernon 100,996,133 4,386 
Jessanrinc 3,921,171 190 

:m JolnIBon 5,395,146 257 
Kenton ll,863,7W 552 

ll Knoll 3,540,686 186 
Knox 4,237,142 210 

ll Lame 2,409,553 104 

:Sil 
Laurel 7,257,750 381 
Lawrence 1,840,622 99 

=- Lee 1,228,987 72 
Leslie 2,357,446 126 

=- Lctcl1er 6,169,782 295 
Lewis 3,034,772 148 

=- I~-incoh1 4,331,420 204 
Livingston 1,187,008 69 • Logan 3,557,410 199 
Lyon 1,586,981 79 

=- Madison 11,054,535 793 

• Magoffin 2,421,863 124 
Marion 2,239,216 112 

:Ml Marnhall 5,012,905 233 
Jvlarlin 1,804,128 99 

• Mason 2,686,493 123 
McCracben 10,462,709 498 

• McCreary 3,447,713 159 
McLean l,439,893 69 • Meade 2,215,602 90 

• 
ii Year.End?<IJune3Q2001 

111 



~ STATISTICAL SECTION 

Distribution of .Retirement Payments Statewide 
as of June 30, 2001 continued . .. 

County Total Number of 
Name Payments Recipients 

Menifee 834,565 50 
m 

Mercer 3,557,004 192 m 
Metcalfe 1,942,687 97 
Monroe 2,754,049 140 a 
Montgo1nery 3,355,073 161 
}/!organ 2,446,113 121 ~ 
Muhlenberg 4,380,934 213 

~ Nelson 4,907,251 228 
Nicholas 891,612 42 m Ohio 2,694,687 140 
Oldham 5,418,610 254 Ill 
°"ren 971,121 56 
Owsley 1,788,603 85 ~ 
Pendleton 2,101,450 99 
Perry 5,726,790 306 ~ 
Fike 14,315,547 697 
Powell 1,675,647 77 ~ 
Fulashi 10,283,590 515 

~ l(oberl:son 195,769 12 
I<ockcastle 2,756,741 144 

f:l Rowan 7,288,271 336 
Russell 3,213,108 168 t Scott 3,889,671 177 
Shelby 4,896,693 235 II= 
Sitnpson 2,344,984 116 
Spencer 1,381,204 66 II= 
Taylor 3,889,647 195 
Todd 1,589,544 84 !!:I 
Trigg 2,248,635 107 
Trimble 687,227 33 !!:I 
lJnion 1,913,369 95 

ltl ~rrcn 22,362,810 1,069 
Wishington 1,729,031 90 t:t \'(l,,yne 3,760,640 184 
Webster 1,716,723 92 llj 
WhitlC)' 8,470,807 433 
Wolfe 2,099,392 104 Et'f 
Woodford 3,690,969 165 

~ 

TotalinKentucl<y $ 621,916,398 29,815 lttl 

lttl 
Teachets"RetirenwntSysfutnoftheStafuoflientuck;y tt:t 

Li=! 
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STATISTICAL SECTION 

School Districts Electing to Pay for Sick Leave 
Under KRS 161.155(8) for Fiscal Year 2000-2001 

County School Number of Total Additional 
District Members Compensation 

Adair 11 78,854.69 
Allen 7 68,713.85 
_i\ndcrson 8 46,225.15 
Ballard 3 44,706.25 
Barren 11 120,508.89 
Bath 5 51,483.00 
Bell 9 71,193.41 
Boone 27 300,838.53 
Bourbon 7 54,764.79 
Boyd 10 53,074.19 
Boyle 12 143,982.45 
Bracl~en 5 43,491.32 
Breathitt 11 141,631.46 
Breckinridge 11 121,881.49 
BrJliu 21 211,360.51 
Butler 3 24,924.70 
Caldwell 5 60,749.76 
Calloway 10 103,164.98 
Campbell 17 145,558.30 
Carlisle 3 26,892.94 
Canoll 2 17,721.06 
Caiter 9 85,300.46 
Casey 5 32,730.81 
Christian 30 249,137.47 
Clarl< 16 138,505.34 
Clay 15 81,691.42 
Clinton 3 21,351.29 
Crittenden 2 5,012.27 
Cmnberland 3 23,329.18 
Daviess 24 253,829.62 
Edmonson 5 24,660.78 
Elliott 2 25,759.61 
Estill 8 69,306.66 
Fayette 93 1,058,035.82 
Fleming 7 112,002.13 
Floyd 14 85,197.58 
FrarJdin 21 153,006.18 
Fciton 1 471.13 
Garrard 3 33,637.04 
Grant 7 80,035.62 



$- ~ATirnCAL SE<'noN 

School Districts Electing to Pay for Sick Leave 

Un.der KRS 161.155(8) for Fiscal Year 2000-2001 con.thiued ... 

County School Number of Total Additional 
District Members Compensation 

Graves 4 51,143.68 
Grayson 13 109,588.43 
Green 5 49,873.97 
Greenup 12 126,691.93 
Hancocl< 4 73,478.03 
Hardin_ 18 146,493.76 
Harlan 12 59,388.55 
I-Iarrison 16 115,541.94 
Hart 8 96,005.78 
Henderson 7 79,833.19 
Heiny 8 40,689.70 
}!id<inan 6 77,412.27 
Ilopbns 16 123,922.19 
Jackson 3 11,814.81 
Jefferson 253 2,754,215.41 
Jessamine 11 128,250.23 
Johnson 11 117,367.02 
Kenton 27 258,170.15 
Knott 5 32,587.72 
Knox 11 68,990.98 
Latue 4 47,603.95 
Laurel 22 139,743.76 
Lawrence 8 55,564.48 
Lee 2 24,749.47 
Leslie 2 9,777.77 
L.etcl1er 9 49,345.40 
Lewis 5 60,871.13 
Lincoln 6 79,089.80 
Livingston 5 37,533.94 
Logan 14 101,883.11 
Lyon 2 31,165.20 
Madison 27 360,188.75 
Magoffin 9 85,930.10 
Marion 11 103,891.23 
Mam hall 8 91,771.89 
Martin 4 20,422.72 
Mason 12 125,449.13 
McCracken 12 198,826.07 
lvlcCreary 5 32,172.40 
Mclean 7 42,342.87 
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STATISTICAL SECTION 

School Districts Electing to Pay for Sick Leave 
Under KRS 161.155(8) for Fiscal Year 2000-2001 continued ..• 

County School Number of Total Additional 
District Members Compensation 

Meade 2 73,746.02 
Menifee 2 14,363.78 
.Nlcrccr 3 27,278.03 
Metcalfe 4 39,076.11 
.Nionroe 5 67,530.20 
Montgon1c1y 8 64,358.38 
Morgan 6 40,327.34 
Muhlenberg 19 206,905.93 
Nelson 18 185,532.12 
Nicholas 3 15,930.90 
Ohio 11 118,466.87 
Oldham 16 166,660.47 
Owen 3 27,028.01 
Owsley 4 50,035.02 
Pendleton 7 112,957.68 
Perry 12 86,718.72 
pJ,e 23 124,369.36 
Powell 6 30,102.80 
p,Jaski 15 194,754.46 
Robertson 2 23,279.95 
Rocl,casllc 5 34,503.20 
Rowan 5 46,159.41 
Russell 10 78,194.32 
Scoll 6 47,559.42 
Shell,y 11 110,614.94 
Sin1pson 8 55,495.79 
Spencer 5 40,490.42 
Taylor 5 60,613.80 
Todd 6 36,010.26 
Trigg 6 42,763.88 
Union 10 105,883.82 
Warren 19 252,495.18 
Washington 4 56,322.68 
Wayne 4 50,418.98 
Websler 8 81,900.86 
Whitley 7 65,503.90 
Wolfe 1 11,937.49 
Wooclford 6 49,014.81 

Year.EndedJune3qj!l)(JJ 
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~ STATISTICAL SECTION rll 

rll 
School Districts Electing to Pay for Sick Leave 

rll 
Under KRS 161.155(8) for Fiscal Year 2000-2001 continued ••• 

a 
City School Number of Total Additional 
District Members Compensation a 

Ashland 9 119,451.54 ti 
Augusta 2 10,082.59 

ti Bardstown 2 19,257.74 
Berea 2 10,655.10 

ti Bowling Green 5 44,590.87 
Buxgin 1 5,298.12 

~ Campbellsville 3 30,563.67 
Caverna 4 51,397.87 

ti Cloverport 2 18,714.26 
Corbin 4 27,880.38 

ltt Covington HJ 92,805.16 
Danville 7 62,752.71 

fa Dawson Springs 4 49,928.26 
Dayton 2 21,544.91 

~ Edangcr-Els111ere 6 46,464.94 
Fairview 3 47,751.20 

W' furt Tho1nas 5 20,013.40 
Franhfort 1 3,989.55 

fa Fulton 2 30,983.97 -

Glasgow 5 49,905.73 
11' Harlan 1 10,759.72 

Harrodsburg 1 2,800.51 
~ Hazard 4 60,561.34 

Ludlow 4 60,505.32 
6 Mayfield 5 40,734.04 

Mickllesboro 8 71,187.01 
11' Monticello 1 11,911.21 

MmTay 6 91,321.66 
~ Newpmt 10 127,256.12 

O\vensl1oro 10 112,332.32 ffi!' Pat!ucah 10 119,349.97 
Paintsville 1 4,202.54 bZ Pikeville 3 25,634.40 
Providence 2 7,461.70 

W1' Raceland 1 19,662.10 
Russell 5 75,830.64 

t'dt Russellville 5 76,073.96 ' 
Somersel 1 10,548.86 t!! Soutbgate 4 45,013.29 
Wnlton-\krona 2 38,790.46 lfff Williamsburg 1 13,303.81 
KY Scbool Bom:ds 1 3,566.0l 

1!±1 Ohio Valley 1 8,355.15 

Total Fm All Districts 1,551 $ 15,381,004.46 w±± 

td ' 
Teacliers'Retirenien.tSystetnoftheStatEofKentuck,y tf1 . 

Et 
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~ :n STATISTICAL SECTION 

=II 

=II 
Schedule of KTRS Annuitants by Type of Benefit 

as of June 30, 2001 

:ii 
Type of Retirement* 

:ii Amount of Monthly Number of 
Benefit($) Annuitants 1 2 3 4 5 

:ii 

:II 
1-200 1,430 621 11 527 55 216 

201 -400 1,183 1,022 7 36 118 0 

:II 
401 -600 1,077 847 19 22 189 0 
601- 800 1,338 934 193 0 211 0 

:II 
801 -1,000 2,048 1,643 150 0 255 0 

1,001 - 1,200 2,098 1,800 125 0 173 0 

:II 
1,201 - 1,400 1,987 1,676 150 1 160 0 
1,401 - 1,600 2,205 1,947 138 1 119 0 

II 
1,601 - 1,800 2,403 2,068 220 3 112 0 
1,801 - 2,000 3,041 2,691 251 9 90 0 

81 
Over2,000 13,084 12,370 449 18 247 0 

II 
TOTALS 31,894 27,619 1,713 617 1,729 216 

81 *Type of Retirement 

1 Norma/Retirement for Age& Service 
81 2 Disability Retirement 

II 
3 Survivor Payment-ActiwMember 
4 Beneficia1yPayment-RetimlMember 

II 
5 Mentdly Disabled Child 

II 

II Distribution of Active Contributing Metnbers 
as of June 30, 2001 

II 
By Age By Service 

II 
Age Male Female Years of Service Male Female 

II 

II 20-24 268 1,231 Lessthanl 511 1,411 
25-29 1,506 5,102 1-4 3,483 10,737 

II 
30-34 1,780 5,649 5-9 2,913 8,604 
35-39 1,685 5,004 10-14 1,997 6,385 

II 
40-44 1,732 5,765 15-19 1,413 4,650 
45-49 2,519 7,629 20-24 1,314 4,080 

ii 50-54 2,580 6,803 25-29 1,451 3,627 
55-59 1,158 2,444 30-34 575 854 

ii 60-64 435 685 35ormore 119 112 
65-69 92 110 

I Ovec70 21 38 TOTAL 13,776 40,460 

I Total 13,776 40,460 

I YearEndedJune31'.U!IXJ1 

ii 
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STATISTICAL SECTION I 

I 
KTRS Schedule of Participating Employers 

i School Districts: County Schools 

1. Ada;, 37. Fra1.Jdin 73. lvlru:lison 109. Tdylor l 
2. Allen 38. Fulton 74. 1Ylagoffin no. Todd 

f 3. Anderson 39. Gallatin 75. lvla1ion 111. 1',,igg 
4. Ballar(l 40. Garrard 76. lvlarsha\l 112. Trimble 
5. Barren 41. Grant 77. lvla1tin 113. Union f 
6. Bath 42. Graves 78. lvlason 114. \\'larrcn 

7. Bell 43. Grayson 79. lvlcCrackcn 115. WaslUngton f 
8. Boone 44. Green 80. McCreaiy 116. Wayne 
9. Bourl)on 45. Gn~enup 81. lvlclean 117. Webster [ 
10. Boyd 46. Hancock 82. Meade 118. Whitley 
11. Boyle 47. Hartlin 83. Nlcnifee 119. Wolfe 

I 12. Bracken 48. Harlan 84. 1Ylcrccr 120. Woodford 
13. I31'eathitt 49. Harrison 85. }lletcalfe 
14. Brecl~inridge 50. Hart 86. lvlonroc 

15. llulli!± 51. Henderson 87. lvlontgo1nery 

16. Butler 52. Henry 88. lvlo1fjan 

17. Caldwell 53. I-Iicknmn 89. Nluble1JJcrg 
18. Calloway 54. Hopkirn 90. Nelson 
19. Campbell 55. Jackson 91. Nicholas 
20. Carlisle 56. Jefferson 92. Ob.io 
21. Cotrroll 57. Jessamine 93. oldl1a1n 
22. Carter 58. Jobnson 94. Owen 

23. Casey 59. Kenton 95. ().,ley 
24. Cliristian 60. Knott: 96. Pendleton 
25. Clad, 61. Knox 97. Perry 

26. Clay 62. Larue 98. Pike 
27. Clinton 63. L·11u-el 99. Powell 
28. CriH:cnden 64. Lawrence 100. pul.,ki 
29. Cunibcrland 65. Lee 101. Robedson 

30. Daviess 66. Leslie 102. Rocl~castlc 
31. Edmonson 67. I..ctcber 103. Rowan 

32. Elliol± 68. Lewis 104. Russell 
33. Estill 69. Lincoln 105. Seo!± 
34. I'ayelle 70. Llvingston 106. Shelby 
35. Fleming 71. Logan 107. Sin1pson 

36. Pioyd 72. Lyon 108. Spencer 

School Districts: City Schools 

1. A11chorage 15. Covington 29. Harrotlsburg 43. pJ,evillc 
2. A.bland 16. Danville 30. Hazard 44. Pineville 

3. Augusta 17. Dawson Springs 31. Jackson 45. Providence 

4. Barbourville 18. Dayton 32. Jenkins 46. RaceLi.nd 
5. Bardstown 19. East Bcrnshtlt 33. Ludlow 47. Russell 
6. Beechwood 20. Ekabcthtown 34. Mayfield 48. Russellville 
7. Bellevue 21. Enllnence 35. .Nliddlcsboro 49. Scicncellill 
8. Berea 22. Erlangcr-Tilsn1erc 36. Monticello 50. Silver Grove 

9. Bawling Green 23. Fairview 37. f.1lurray 51. Sornersel: 

10. Burgin 24. fu:d Thoinas 38. Newport 52. Soutbgate 
ll. Can1pbellsville 25. Prankforl 39. Owensboro 53. \"Xfalton-\krona 
12. Caverna 26. Pulton 40. Paducab 54. \X"kst Point 

13. Clove.rpo1t 27. Glasgow 41. Pah1lsville 55. \Xfillia1nshurg 

14. Corbin 28. Harlan 42. Paris 56. \'(/illiamstown 
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STATISTICAL SECTION 

KTRS Schedule of Participating Employers 
(continued) 

Universities 81. Community/Technical Colleges 

1. Eastern Kentucky 

2. Kentucky State 

3. Morehead State 

4. Murray State 

5. Western Kentucky 

6. Kentucky Community & Technical College System 

State of Kentucky/Other Organizations 

State of Kentucky 

1. Education and Humanities Cabinet 
2. Labor Cabinet* 
3. Legislative Research Commission* 
4. Workforce Development Cabinet 
5. Cabinet for Families and Children* 

Other Organizations 

1. Christian County Health Department* 
2. Education Professional Standards Board 
3. Kentucky Education Association President 
4. Kentucky Academic Association 
5. Kentucky Association of School Administration 
6. Kentucky Educational Development Corporation 
7. Kentucky High School Athletic Association 
8. Kentucky School Boards Association 
9. Kentucky Valley Educational Cooperative 
10. Northern Kentucky Cooperative for Educational Services 
11. Ohio Valley Educational Cooperative 
12. Pennyroyal Region Mental Health* 
13. West Kentucky Education Cooperative 
14. Green River Regional Education Cooperative 
15. Central Kentucky Special Education Cooperative 

'" According to Kentucky RroisedStdtue 161.607 (1), anymemberoftheKentucky Teachers 'Retirement System who entered 
employmentcm:eredbytheKentucky Employees Retirement System, theSrutePoliceRetirementSystem, or the County Employees 
Retirement System prior to July 1, 1976, may retain membership in the T eachers'Retirement System insteadofjoiningthenewsystem. 
Theseorganizationshavememberswhoareinthisrutegmy. Om:ethesemembersretire, theorganizationwillnolongerbeconsidereda 
IaRSparticipaungemployer. 


