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Chairperson’s Letter

Teachers’ Retirement System
of the State of Kentucky

o riome kramesy rrad

BN 1 [

| LG il

= = ] |

‘hﬁ‘“ /"\’9;/-’\'\
- November 30 2001

Dear Mel’l’]}:) [SiaH

On behalf of the Board of Trustees and sta{f, Tam pleasecl to present this
COmprellensive Annual Financial Report of the Teachers’ Retirement System of the
State of Kentucley forthe year en&ing June 30, 2001, the 6lst year of opetation of the
Systern. The accompanying reports from the indepenclent auditorand the consulting
actuary substantiate the financial ntegrity and the actuarial soundness of the system.

KTRS closed the 2000-2001 fiscal year with $12.6 billion in assets. The active
memj:)ersllip totaled 54,236 and the retired menll)ership was 31,854 with an annual
payroﬂ of $674 million.

The Board of Trustees is totaﬂy committed to managing the retirement system
fundsina pruclent, pro{:essional manner. The retirement system is jus’cly proucl of the
Jr‘u_ndj_ng level the System has achieved. Bvery effort will be made to insure that the systern
continues to operate in a fiscaﬂy sound manner. Present and future members of the
system deserve to be able to avail themselves of the best possi]:)le retirement as authorized
ljy statute.

We appreciate the support and cooperation extended E;)y the Governor and the
Iﬁgislature. This cooperation allows the system to not only meet current chaﬂenges but
to also make ’cimely provisions for the future.

The Board of Trustees pledges to continue to administer the affairs of the Kentucley
Teachers’ Retirement Systemin the most competent and efficient manner possible.

Smcele ¥

Vi gimio Mparnatt

V]I glnlil Mmreﬂ

Chanpelson
Board of Trustees

BOARD OF TRUSTEES

VIRGINIA MURRELL
CHAIRPERSON
SOMERSET

JUDITH R, GAMBIELL
VICE CHAIRPERSON
ASHEAND

ROBERT M. CONLEY
PAINTSVILLE

ARTHUR GREEN
ELKTON

STEVE HOSKINS
WICKLIFEFE

EARLE V. POWELL
FRANKFORT

BARBARA
G. STERRETT
LEXINGTON

EX OFFICIO
GENE WILHOIT
COMMISSIONER

DEPARTMENT
OF EDUCATION

EX OFFICIO
JONATHAN MILLER
STATE TREASURER

Teachers’ Retirtement System of the State of Kentucky
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Letter of Transmittal

Teachers’ Retirement System
of the State of Kentucky

Honorable Paul E. Patton, Governor
Commonwealth of Ken’cuclzy

Capi’col Buﬂ&jng

Prankfort, Kentucley 40601-3800

November 30, 2001

Dear Governor Patton:

Tt is my pleasure to submit the 61st Comprehensive
Annual Financial Report of the Teachers’” Retirement
System of the State of Kenmclzy, a Component Unit of the
Commonwealth of Ken’mclzy, for the fiscal year ended]une
30, 2001.

State law provides the iega} requirement for the
pu%lication of this report and in addition requires an
annual audit of the retirement gystem,.

Kentucky Teachers' Retirement System (KTRS) has
procluced an annual report that will provi&e you, the
Ceneral Assemhly, and the general public , with
information necessarytogaina better unclerstanding of
the Teachers’ Retirement System.

This Report Consists of Five Sections:

*,

% The Introductory Section contains the Board
Ciaairperson’s 1etter, this letter of ’cransmit‘l:al, Board of
Trustees informai‘ion, alist of consultants used })y the
System, and the organizational chart.

% The Financial Section contains the opinion of the
inclepencient accountants, management’s discussion and
anaiysis, financial statements and J:equirecl supplementary
information.

% The Investment Section presents investment and
portfolio performance. This includes the policies,
summary, and proﬁle of the System’s Lolc]j_ngs.

% The Actuarial Section contains the certification
from Buck Consultants (the eonsu}ting actuary service)
as well as the results of the System’s actuarial valuation.

& The Statistical Section contains various information
onthe Systemn’s memlaerslﬁp } bothactive and retired. A
Iisting of all participating KTRS employe]:s is also
Presen’ced in this section,

Accounting System and Reports

This report hasheen preparec] in con%ormity with
the princip]es ol governmental accounting and reporting
as established E)y the Governmental Accounting
Standards Board and the American Institute of Certified
Public Accountants. This report was prepared by the
Kentuclzy Teachers’ Retirement System comptroﬂer’s
section. Responsﬂjﬂi’cy for both the accuracy of the
presenteé data and the completeness and fairness of the
presentation, inclucling all disclosures, rests with KITRS.
KTRS believes the J.ata, as yresentecl, isaccurate in all
material aspects; that it is presen’cecl inamanner clesigned
to fairly set forth the financial position and results of
operations of KT'RS as measured by the financial activity
of its various funds ; and thatall disclosures necessary to
enable the readerto gain the maximum unclerstancling of

KTRS’ financial aHairs have been included.

The acerual basis of acoounting is used to record the
assets, lialyﬂities, revenues, and expenseé of the Sys‘cem.
Revenues of the System are taken into account when
earned without regarcl to the date of coﬂection, and
expenses are vecorded when the correspondjng liahilities
are i_ncurred, regarcuess of when payment was made. Fixed
assets are recorded at cost and deprecia’ce& over the
estimated useful lives of the assets.

In cIeveIoping and evaluating KTRS’ accounting
systern, consideration is given to the aclequacy of internal
accounting controls. Internal accounting controls are
c[esignecl to pxovicle reasonal)le, but not absolu’ce,
assurance regarding: (1) the safeguarding of assets against
loss from wnauthorized use or disposition; and (2) the
relial)ility of financial records for preparing financi
staternents and maintaining accoun’talai]ity for assets. The
concept of reasonable assurance recognizes that: (1) the

Year Ended June 30,2001
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cost of a control should not exceed the benefits Iileely to
be clerived; and (2) the evaluation of costs and benefits
requires estimates and judgments ]Jy management,

All internal control evaluations occur within the
above framework. We believe that KTRS internal
accounting controls adequa’cely sa£egua1:cl assets and
provicle reasonable assurance of proper recording of
financial transactions.

Revenues

The reserves needed to finance retirement and other
member benefits are accumulated tlu'ough the collection
of mem.]oer, employer or state contributions as well as
income derived from the investment of reserve funds.
Total additions (contrilmtions 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 contribution rates remain the same. However,
3.25% of payroll was assigned to the medical insurance
plan rather than the defined benefit pia,n. As of April
30, 1997, the tax-sheltered annuity pIan no longer
accepts contributions.

Expenses

The primary purpose of a retirement system relates
tothe purpose for which it was created , the payment of
benefits. These payments, along with refunds of
contributions to terminated employees , insurance benefits
of retived teachers, and the cost of aclministering the
systemn, comprise the total expenses, The total expenses
of the tax-sheltered annmnity plan were $55.9 thousanc{,
consisting Solely of benefit payments. The total expenses
of the medical insurance plan were $88.2 million. The
amount ig primari]y composed of health insurance
premiurms and actual medical expenses. As detailed below;
’che defined beneflit plan incurred @ total of $690 6

million in expenses:

EXPENSES (MILLIONS)
Beneﬁts $ 6'74.0
Refunds 10.7
Administration ' 5.9

Pension benefits paicl to retirees and beneficiaries
increaged $64 6 million lninging total benefit paymeits
to $674 million. Refunds of contributions pa,i(I to
former membexs upon termination of employment
decreased slightly from $11.4 million to $10.7 million.
Adrministrative expense roge iﬁ;l d miﬂion, or 22.4%, due
pri_marily tothe addition of a KI'RS call center and costs
associated with a new imaging system. These two
initiatives will enhance service response and provicle
greater information security to our mem}:ners}lip.

Investments

The investment por{{olio’s earnings represent a
substantial financial contribution to the Systerm. Income
from investments provi&es most of the funds used in
paying member annuities. The investment portfolio
experiencecl signiﬁcant g:rowth during the 2000-2001
fiscal year. The port£olio’s par value increased from
$11,337,840,290 to $12,089,753,287. The growth
of the portfolio primarﬂy was due to investment income
that included realized capita,} gains. Employer and
employee contributions also proviclecl Signi{ican’c income
tothe port{:olio.

Investment earnings, mcIuc]jng deprecia’cion of asset
values , net of investment expenses forthe 2000-2001
fiscal year were ($99,579,273) . The negative investment
earnings can be attributed pximarily to the net
clepreciation of securities I)eing ($5459 ,288,400) that was
caused by less favorable investment market conditions.
The investment earnings deficit would have been la]:ger
had it not been for the signiﬁcant interest income earned
on investments in the amount of $341 ,368,394. The
second largest earnings component of $87,699 207, was
earned from dividends. Other income of $24,990,277

was generated from rent and securities lencling.

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 authoxity to an Investment Committee that
is comprised of two Trustees and the System’s Executive
Secretary, The Investment Conmittee works closely with
experiencecl investment counselors, who are contracted
lay the Board of Trustees, and the System’s professional

staff in evaIuating investments,

Teachers’Retirement System of the Stafe of Hentucky
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Funding

Based on recommendations of the Board of ']jrusi‘ees,
the General Assernljly establishes the levels of
contribution ]Jy statute that axe to be made bymem])ers
and employers to fund the liabilities of the gystem. Bach

year, an independen’c actuary performs avaluation to

. Aetermine Wllet]ler the current levels of contrll)u’cion will

be sufficient to cover the cost of benelits earned ljy

meml)ers.

The latest actuarial valuation was for the perio(l
endingjune 30, 2000. This report reflects the Systerm’s
agsets, LaSed on mo:{ified market Value; totaled $12.8
billion and the liabilities totaled $13.3 billion. The
actuarydetermjne(l that the existing levels of contribution
by members and emp[oyers would be sufficient to fund
all of the S ystem's liabilities within a reasonable perioc[
oftime. The report concludesthat the Systern is operating
onan actuariaﬂy 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
sufﬁeiency of the retirement fund to Proviée the benefits
called for under the System may be safely anticipated.

KTRS Medical Insurance Plan

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

program.

Effective January 1, 1999 KTRS retirees and
(iepenclents under the age of 65 have their health
insurance Provided ljy plans managecl l)y the Kenhlcley
Personnel Cabinet. Under this arrangement, KTRS

provicles a mont]nly supplemen’c to assist the retiree and

their &epenclents in purc]nasing their health insurance.
Retirees 05 and over remain in the plan administered by
KTRS. Tilese retirees aiso receive a supplement forthe

cost of their coverage.

The System realizes that these means alone will not
solve the medical insurance funding crisis. Additional
steps must be taken througll legisiation on both the state
and national levels in order for true cost control o result.
Meanwhile, KTRS will address the proijlem }Jy taleing
measures to contain costs and Ly increasing revenues to
the insurance funcl, adjusi:ing coverage to meet existing
revenues, ora combination of the two,

Professional Services

Professional consultants are appointed by the Board
of Trustees to per£orm professional services that are
essential to the effective and efficient o peration of the
KTRS. A certification from the certified public
accountant and actuary are enclosed in this report, The
system’s consultants who are appointed jay the Board are
listed on pages 8 and 4.3 of this report.

Our Gratitude

Foﬂowing ’cwentynfour years of dedicated and
exemplary service as Executive Secretary of the KTRS,
Mz Pat N, Miller elected to retire effective November
30, 2000. The KTRS Board and staff wish for M. Miller

mariy years of enj oya])le retirvement.

National Recognition

The System was honored by two National
professional organizationsin regard to the administration
of the retirement program,

GFOA Certificate of Achievement

The Government Finance Oficers Association of
the United States and Canada (GPOA) awarded a
Certificate of Achievement for Excellence in Financial
Reporl:ing to the Teachers’ Retirement System of the State

of Ken‘cuclay forits comprehensive anmmal financial report
(CAER) for the fiscal year ended June 30, 2000. The

Year Ended June 50, 2001
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Certificate of Achievement is a prestigious national award
recognizing conformance with the highest standards for
preparation of state and local government financial

reports.

I oxder to be awarded a Certificate 0£Achievement,
a government unit must pu!alish an easily readable and
efficienﬂy organized comprehensive annual financial
reporl, whose contents conform to program standazds.
Such CAFR must satisfy both generally accepted

accounting principles and applical)le legal requirements.

A Certificate of Achievement is valid for a period
of one year only. The KTRS has received the Certificate
of Achievement for the last thirteen consecutive years
(fiscal years ended 1988-2000). We believe our current
report continues to conform to the Certificate of

Achievement program requiremerls, and we are

submitting it to GFOA.

PPCC Achievement Award

The Public Pension Coordinating Council awarded
a Certificate of Achievement to the Teachers” Retirernent
Systern of the State of Kentucley for2000 (tilis award is
ssued every two years) for implementing and mai ntaining
high pro£essiona1 standards in a&ministering the affairs
of the Sys’cem. The award is based on compliance with
principles ju(lgccl to underlie exempiary retirement system
achievernents in the areas of Leneﬁts, actuarial valua’cion,
financial reporting, investments and disclosure and are
Wi(lely acIenowledgeé to be marks of excellence for
retirement systems. [t represents the highest standards
of excellence in the pul)lic pension in&us’cry.

The PPCC s a coalition of the four major pubho
pension organizations in the nation. These include the
National Association of State Retirement
A(lminis’cra’coxs, The National Council on Teacher
Retirement, the National Conference on Public
Employees Retirement Systems, and Government
Finance Officers Association.

Acknowledgments

The preparation of this report veflects the combined
efforts of the KTRS staff under the lea(lership of the

Board of Trustees. [t is intended to provide complete
and reliable information. This information serves asa
basis for malaing management decisions and for
&e’cermining compkiance with. legal provisions. Itis also
used to determine responsible s’cewar(lship forthe assets
contributed I::y the members and their employers.

This report ig being mailed to all employer membexs
of the System who form the link between KTRS and its
members. Their cooperation continues to contribute
significantly to the success of KTRS. Hope{-uuy, the
employers and their cmployees will find this report both

informative and help{ul.

KTRS is totaﬂy committed to the continued
operation ofan actuaria]ly sound retirement system. The
support that you have demonstrated in the pastisan
essertial park of this commitment ’ and we look forward
to continuing this good rela,tionship inthe future.

Respect—fuﬂy Submitted,
Gary L. Harbin

Executive Secretary

Teachers’ Retirement System of the State of Hentucky
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Kentucky ‘Teachers’ Retirement System
479 Versailles Road
Frankfort, Rentucky 40601-3800

GARY L. HARBIN, CPA
Fixecutive Secretary

C.JOEHUTCHISON, MBA, CPA
Deputy Fxecutive Secretary

STUART A. REAGAN, CFA
Cfﬁ'ef Tnvestment Ofﬁcer

PROFESSIONALCONSUITANTS

ACTUARY AUDITOR
George B. Buck Consulting Actuaries, Inc. Charles T. Mitchell, LILP
Suite 1200 201 West Main Street
Glalleria Parkway NW PO. Box 698
A’clanta, Georgia 30339 Franlefort, Kentucley 40601

* See page 43 o][ the Tnvestment Section
for investment consultants.

‘Teachers' Refirement System of the State of Hentucky
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KTRS Organizational Chart
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Year Ended June 30,2001
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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
Assoclation of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports {CAFRs) achieve the highest
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INTRODUCTORY SECTION

Public Pension Coordinating Council
P 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.

Presented by the Public Pension Coordinating Council, a confederation of
Government Finance Officers Association (GFOA)
National Association of State Retirement Administrators (NASRA)
National Conference on Public Employee Retirement Systems (NCPERS)
National Council on Teacher Retirement (NCTR)

Mory
Chatrman

YearEnded June 30,2001
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KIM FIELD, C.PA.
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CONSULTANT

INDEPENDENT AUDITOR’S REPORT

Board of Trustees
‘Teachers’ Retirement System of the State of Kentucky
Frankfort, Kentucky

We have audited the accompanying statements of plan net assets of the Teachers’ Retirernent System of the State of
Kentucky as of June 30, 2001 and 2000 and the related statements of changes 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 financial 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 financial 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.,

Cnarlis T fnidehedt Lo,

November 26, 2001

Teachers Retirement Systern of the Stateof Hentucky
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FINANCIAL SECTION

MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion and analysis of Ken’cucley Teachers’ Retirement System's financial performance provicfes an.
overview of the defined benefit and medical insurance plans, financial year ended June 30, 2001. Please read it in
conjunction with the respective financial statements, which })egin on page 19,

USING THIS FINANCIAL REPORT

Because of the long-term nature of a defined bencfit pension plan and medical insurance p}an, financial
statements alone cannot provicle sufficient information to properly reflect the plan’s ongoing plan perspective. The
Statement of Plan Net Assets and Statement of Changes in Plan Net Assets (on pages 19-20) provide information
about the activities of the defined benefit plan, medical insurance plan and the tax sheltered annuity plan as a whole.
The Ken’cucley Teachers’ Retirement System is the fiducia ry of funds held in trust for its members.

The Schedule of Funding Progress (on pages 32-33) includes historical trend juformation about the ac’cuariaﬂy
funded status of each plan froma Iong—term, ongoing plan perspective and the progress made in accumulating
sufficient assets to pay benefits and insurance premiums when due. The Schedule of Employer Contributions (on
pages 32-33) presents historical trend information about the annual require(l contributions of empioyers and the
contributions made ljy empioyers in relation to the requirement. These schedules provi&e information that contributes
to un(lerstanding the c}mnges over time in the funded status of the plans.

KENTUCKY TEACHERS' RETIREMENT SYSTEM AS A WHOLE

In: the fiscal year ended June 30, 2004, the Ken‘cuciey Teachers’ Retirement System’s combined plan net assels
decreased }3y $257. 1 million — from 5?)512,871 6 millionto $12,()14.5 million. Plan net assets for the prioxr fiscal
year increased ]Jy $351.7 million. The %Howing summaries focus on plan net assets and changes in pian nel asscts
of Kentucley Teachers’ Retirement System’s defined henefit plan, medical insurance plan and the tax sheltered annuity
plan.

Year Ended June 530, 2001




FINANCIAL SECTION

Summary of
Plan Net Assets

(In Millions)

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

Cash & Investments | § 13,190.4 $ 13,148.7 $100.4 %59.6 $.7 $.7 $13,2915  §13,209.0
Fixed Assets 4,0 33 4.0 3.3
Receiveables 98.6 96.6 9.6 1.7 108.2 98.3
Total Assets $13,293.0 $13,248.6 $110.0 $61.3 $.7 §.7 $ 13,403.7 $ 13,310.0
Total Liabilities (782.6) _ (431.6) (6.6) (7.4) (789.2) (439.0)
Plan Net Assets £12,5104 $12817.0 $103.4 539 $.7 $.7 $ 12,6145 $12,871.6

Summary of

Chang‘es In Plan Net Assets

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

2001 2000 2001 2000 2001 2000 2001 2000
ADDITIONS
Member’s Contributions $ 2087  $2031 $ 400 $364 $ 2487 § 2395
Employer’s Contributions 280.1 3113 92.4 48.9 3725 360.2
Investment Income {net) 104.9 454.3 5.3 3.7 (99.6) 458.0
TOTAL ADDITIONS $ 3839 $ 968.7 $ 137.7 $ 89.0 § 521.0 §1,057.7
DEDUCTIONS
Benefit Payments 674.0 609.4 674.0 609.4
Refunds 10.6 11.3 1 10.6 114
Adminitrative Expense 6.0 49 3.2 3.0 9.2 7.9
Insurance Expenses 84.9 77.3 84.9 773
TOTALDEDUCTIONS § 690.6 86256 $ 88.1 § 80.3 .1 $778.7 $ 706.0
Increase (Decrease) in $ 3067y §343.1 $ 496 $ 87 $(1) ${257.1) $ 351.7
Plan Net Assets

Plan net assets of the defined henefit plan decreased ])y 2.4% ($12,510.4' million comparecl to 311312,817.0
mﬂ]ion). The decrease s pl'imarily due to the reduced amount of investment income; ($ 104.9) million compare& to
$454.3 million, as a result of less favorable investment mazket conditions in general. These assets are restricted to
provicling montlily retirement allowances to members and their beneficiaries.

Plan net assets of the medical insurance plan increased ljy 91.3% ($103.4{ million compared to$53.9 mﬂ]ion).
The increase is primari!y due to the state legislature approving additional {-uncling of 3.25% of Payro” from the
employer ma’cching contribution. Plan assets are restricted to provi(ling hosl)ii:al and medical insurance henefits to
members and their spouses.

Teachers’ Retiremnent System of the State of Hentuchy
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FINANCIAL SECTION

Defined Benefit Plan Activities

Member contributions increased $56 million, Retivement contributions are calculated ]Jy applying a percentage
factorto salary and are pai(l in mont}ﬂy ljy each member, Members may also pay contributions to repurchase pl'eviousiy
refunded service aredit or to purchase various types of elective service credit.

Employer contributions totaled $280. 1 mjﬂion; a net decrease of $31 2 million over fiscal year 1999-2000
contributions. An increase in covered payro]l of $117.5 million genel'atecl an increase in empioyer contribution of
$12.3 million. However, the assignment of additional {:unding of 3.25% of payro]l to the Medical Insurance Plan
has resulted in a decrease of $43.5 million to the pIan.

Net investment income decreased $559.2 million ($ 104.9 million loss at June 30, 2001 as compare(l to
$454.3 million gain at June 30, 2000). The primary factor for this reduction in net investment income between

fiscal yearsisa decrease in the fair value of investments for the year ended June 30, 2001 as comparecl to the year
encledﬁme 30, 2000. This can be illustrated as follows:

InMillions

Appreciation in fair value of investments — June 30, 2001 $ 4.7
Agppreciation in fairvalue of investments — June 30, 2000 1,518.8
Net depreciation in fair value of investments {1,047.1)

Net income {nel of investment expense) 44d.3
Net gain on sale of investments . 497.9
Ivestment Income (net) — June 30, 2001 ﬁ { 104'92

Program deductions in 2000-2001 increased $65.1 million. The increase was caused pri_ncipa}ly Ly 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 their retirement allowances in ]uly 2000, Aiso, there was an increase of 1,282, members and beneficiaries
on the retired payl‘oﬂ as of}une 30, 200L.

Medical Insurance Plan Activities

As explainecl above, employer contributions pa.i(i into the insurance fund increased iay $43.5 million over the
prior year. An increase in the amount of covered payroﬂ, $112.5 million, and increases in the percentage of covered
payroﬂ paid into the miedical insurance fund accounts for the increased employer contributions,

Program deductions increased $7.8 million explained almost ’cotaﬁy l)y an increase in payment of insurance
expenses of $7.6 million. The 11’1011%111){ premiums and me(lica}./prescrip’cion claims increased for all vetirees coupletl
with an increase of 755 in the number of retirees receiving premium subsidies.

YearEnded June 30,2001




FINANCIAL SECTION

Net investment income increased $1.6 million. Thisis due solely to the recognition of interest income. Since
all investments for the Medical Insurance Plan are short term in nature, the recognition of appreciation in fairvalue
is not feasible. This can be illustrated as follows:

In Millions
Appreciation in fair value of investments — June 30, 2001 $ 0
Appreciation in fair value of investments — June 30, 2000 0
Net (]eprecial:iou in fair value of mvestments 0
Net income {net of investment expense) 53
Net gain on sale of investments 0
Investment Income (net) — June 30, 2001 $§ 53

HISTORICAL TRENDS

Accounting standards require that the statement of plan net assets state asset value at fairvalue and include only
benefits and refunds due p]an members and beneficiaries and accrued investment and administrative expenses as of
the reporting date. Information regarcling the actuarial {‘unding status of the defined benefit plan and the medical
insurance plan is provicie(l in the Schedule of Funcling Progress (on pages 32-33). The asset value stated in the
Schedule of Funcling Progressis determined by the system actuary. The actuarial acerued ].ia])i!ity is caleulated using
the projeoted unit credit cost method.

Inthe past, the defined benefit plan has expen‘enced improvement year to vearin its ﬁmding position with more
than adequa‘te assets to meel pension o[}iigaiions. The 2000-2001 fiscal year reveals a decline in funding position
dueto &eclining financial markets and an increase in actuarial ]iabili’cy. FHven under these adverse conditions, the

defined benefit plan continues to be weu funded.

The medical insurance plan is not as vulnerable to adverse market conditions since its assets are all short term
in nature and less 1ileely to experience huge fhactuations. Altllouglq, the pla,n continues to have a 1a1‘ge unfunded
actuarialliabﬂity, the current oﬂiga’;ions are Leing metl: l)y current [unding.

Annual requirecl contributions of the employers and contributions made ]Jy the employees in relation to the
required contributions are proviclet], in the Schedule of Employer Contributions (on pages 32-33). This schedule

indicates that employers are generaﬂy meeting their responsihilities to provide resources to the p[ans.

Teachers’Retirement System of the State of Rentucky
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Statements of Plan Net Assets

As of June 30, 2001 and 2000

Defined Medical 403(b)
Benefit Plan Insurance Plan Tax Shelter TOTAL
2001 2000 2001 2000 2001 2000 2001 2000
ASSETS
Cash $ 4388962 § 1,595,580 $ 4386962 $ 1,595,580
Prepaid expenses 197,146 254,331 197,146 254,331
Receivables
Contribulions 13,446,183 2t,705,562 $ 9,634,270 5 1,7G7,488 23,480,463 23,413,050
State of Kentucky 1,179,885 1,179,855
Investraent income 62,086,748 63,900,068 62,086,748 £3,900,068
Invesimenl sales receivable 20,268,793 9,212,383 20,268,793 9,212,393
OCther receivables 1,588,113 1,792,622 1,588,113 1,792,622
Total recelvables 98,578,702 95,610,635 0,634,270 1,707,488 108,213,972 98,318,123
Investments, at falr value
(See Note 4}
Short term Investments 893,113,704 618,098,133 100,438,593 59,685,346 647,703 $ 665,521 894,200,000 878,350,000
Bonds and mortgages 4,613,416,077 4,355,407,607 4,813,M116,077 4,366,407 ,607
Common stock £,613,084,210 7,393,185,234 6,613,084,210 7.393,185,234
Resl estate 03,270,917 230,462,637 203,270,917 230,462,837
Total investments 12,422,584,908 12,797,154,611 100,438,593 56,585,346 647,703 865,521 12,523,971,204 12,857,405,478
Invested security lending
collateral 762,967,508 349,778,G601% 762,967,508 349,778,001
Fixed assets, a4 cost net of 4,040,992 3,252,119 4,040,992 3,252,118%
accumulated depreciation
of $1,704,491 (See Nole 2)
Total assets 13,293,057,218  13,248,645,277 110,072,863 61,292,834 647,703 565,521 13,403,777,784 13,310,803,632
LIABILITIES
Liabilittes
Accounts payable 1,208,696 812,101 323,502 75,852 1,532,288 887,953
Treasurer's unredeemed 31,628 14,608 31,628 19,608
checks
Insurance claims payable 6,300,100 7,240,347 6,300,100 7,240,347
Compensated absences 518,685 502,315 518,685 502,318
payable
Unearned insurance 7,116 106,788 7,116 106,788
premium receipts
State of Kentucky 3,325,999 3,425,969
Investment purchases payable 17,522,783 77,096,075 17,822,783 77,096,075
Obligadions under securities 762,967,508 349,778,001 762,967,508 340,778,001
fending
Total Liabilities 782,649,300 431,534,093 6,630,808 7,422,987 789,280,108 A38,857,085
Net Assets Held in Trust for $12,510,407,918  $12,817,111,178 $ 103,442,055 $ 58,869,847 § 647,703 $ 665,621 | $12,614,497,676 $12,871,646,546
Pension Benefils )
{ A schedule of funding progress Is
presented on page 32-33.)

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

Year Ended June 30, 2001




FINANCIAL SECTION

Statements of Changes in Plan Net Assets
As of June 30, 2001 and 2000
T
Defined Medical 403(b) i
Benefit Plan Insurance Plan Tax Shelter TOTAL -
2001 2000 2001 2000 2001 2000 2001 2000
ADDITIONS
Contributions
Employer $ 280,108,701 § 311,286,811 $ 92428167 § 48948648 $ 372537868 § 360,233,457
Member 208,702,802 203,149,281 40,017,682 36,382,848 248,720,484 239,542,127
Tolal contributions 488,811,503 514,436,082 132,446,849 85,339,492 621,258,352 688,775,584
investment Income
Net appreciation {depreciation)
in fair value of
Investiments {549,268,400) 23,754,845 {549,288,400) 23,754,849
Interest 336,033,926 326,956,123 £,286,426 3,710,881 3 38,042 $ 38,672 341,358,394 330,705,676
Dividends 87,649,292 87,536,232 87,699,292 87,536,232
Rental income, net 24,386,117 20,222,465 24,388,117 20,222,465
Securities lending,
gross earnings 28,885,774 22,176,234 28,885,774 22,176,234
Gross investment income {72,281,201} 480,645,908 5,286,426 3,710,881 38,042 38,672 (66,856,823) 484,385,458
Less invesiment expense 4,338,836} (4,957,052} (4,338,836) (4,957,052)
Less securities lending
expense (28,283,614) (21,437,527) {28,283,614) (21,437,527}
MNet investment income {104,803,741) 454,261,324 5,286,426 3,710,881 38,042 38,672 (89,579,273} 458,000,877
Total additions 383,907,762 968,687,416 137,733,275 89,050,373 38,042 38,672 521,679,079 1,057,776,461
DEDUCTIONS .
Benefits 673,987,005 609,359,896 55,860 62,437 874,042,855 609,422,333
Refunds of contributions 10,673,981 11,304,485 5,155 2,246 132,058 10,679,136 11,438,790
Insurance expenses 84,934,200 77,339,737 84,934,200 77,339,737
Administralive expense 5,950,036 4,858,623 azel 2 3,023,755 9,171,748 7,883,378
Total deductions 690,611,022 $25,624,004 88,161,087 80,266,738 55,860 194,408 778,827,949 706,084,238
Net increase {decrease} {3086,703,260) 343,163,412 49,572,208 8,684,835 {17,818) (165,824) (257,148,870} 351,682,223
Nef assets held in frust
for penslon benefits
Beglnning of year 12,817,111,178  12,473,547,766 53,866,847 45,185,212 685,621 821,345 12,871,646,546 12,519,954,323
Ending of year $12,610,407,918  $12,817,111,178 | § 103442055 ¢ 53,860,847 | § 647,703 $ 665,521 | $12,614,497,676 $12,871,646,546
The accompanying notes are an integral part of these financial statements.

Teachess’ Retirement System of the State of Kentucky
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Notes to Financial Statements
Years Ended June 30, 2001 and 2000

Note I: Description of Plan

A. REPORTINGENTITY

The Teachers’ Retirement System of the State of Kentucley (KTRS) was created lny the 1938 GeneraIAssemijiy
and is governecl Ly Chapter 181 Section 220 t}n‘ough Cllapter 161 Section 990 of the Kentuciey Revised Statutes
(KRS). KTRS is a blended component unit of the Commonwealth of Kentuclay and therefore is included in the
Commonwealth’s financial statements. KTRS isa cost—sl'lar.ing multiple—employer defined benefit plan established
to provide pension bhenefit plan coverage for Jocal school districts and other pu]:)lic educational agencies in the state.

B. PARTICIPANTS

As of June 30, 2001 a total of 202 employexs parﬂcipatecl inthe p}.an. Employers are comprise(l of 176 local
school districts , 20 Department of Educa’tionAgencies and other educational orgamizations, 5 universities and also
the Kentucky Community and Technical Colloge System.

Accordingto KRS 161.220 “. . . any regular or special teaches, or professional occupying a position requiring
certification or gtacluation from afour {4) year Coﬂege or university ... “is e}jgil)le to participate in the System. The
foﬂowing illustrates the dlassifications of members:

Active contributing members: 2001 2000
Vested 38,528 37,730
Non-vested 15,708 14,860

Inactive mem})ers, ]301:11 Vestecl anc], non—vested V 5,710 5,172

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

Total members, retirees and beneficiaries 91,8440 88,404

C. BENEFITPROVISIONS

Members become vested when tl'ley complete five (5) years of credited service. To q‘iia]jfy for monﬂ'ﬂy retirement
benefits, payal)le for life, members must either:

1.) Attain age fifty-five (65) and complete five (5) years of Kentucky service, or

2.) Complete 21 years of Ken’cucley service,

YearEndedJune 30, 2001
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Nate 1: Description of Plan continued . . .

Participants ’chat retire before age 60 Wi‘ch 1ess than 27 years of service receive reduced retirement ]:ueneﬁts.
Non-university members receive monthly payments equai to two (2} percent {service prior to ]uly 1, 1983) and two
and one-half {2.5) percent (service after }uly 1, 1983} of their final aiferage salaries for each yeax of credited service.
University employees receive montlnly 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 annyal salasies for those with less than 27
years of service, Members at least age 55 with 27 or more years of service may use their three 3) highest annual
salaries to compute the final average salary. The system also provi&es clisa]:ﬂity benefits for vested members at the
rate of sixty (60) percent of the final average salary. Alife insurance benefit, payable upon the death of a membey, is
5&32,000 for active c0ntri}3uting members and $5,000 for retived or disabled members.

Cost of hving increases are one and one-half (1.5) percent annuaﬂy. Additional ad hoe increases, and any other
benefit amendments must be authorized ]Jy the (leneral Assem.l:ly.

Note 2: Summary of Significant Accounting Policies

A. BASIS OF ACCOUNTING

The financial statements are preparecl on the acerual basis of accounting Member contributions and employel‘
matc]-xh1g are recogm'Zecl inthe fiscal year due. Benefits and refumds are recognized when dueand payal)le inaccordance
with the texms of the plem .

B CAsH

KTRS has 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 carrying 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 depogited by the bank on June 30, 2001.

C. FIXED ASSETS

Fixed assets are recorded at historical cost less straight—line accumulated depreciation. The classes of fixed
assets are furniture and equipment, the KTRS office Luilc]ings and land. Furniture and equipment are depreciatecl
over an average aseful life of five to seven years, The office Emildings are clepreciated over £orty years.

D. INVESTMENTS

Plan investments are reported atfairvalue. Fairvalue is the amount that a plan can reasona])ly expect to receive
for an investment in a current sale between a wiﬂing 131.1yer anda wiﬂing seller. Short-term securities are carried at
cost, which approximates fairvalue. Fised income and common and prefen'ed stocks are genera.ﬂy valued based on
pubiished market prices and quotations from national security exc}langes and securities pricing services, Real estate
is primarﬂy valued based on a.ppraisals pel‘£ormecl ]:Jy indepencienf: appraisers.

Teachers’ Retirtement. System of the State of Hentucky
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FINANCIAL SECTION

Note 2: Summary of Significant Accounting Policies contimed . . .

Purchase and sales of debt securities, equity securities, and short-term investments are recorded on the trade
date. Real cstate equity transactions are recorded on the settlement date. Upon sale of investments, the difference
between sales proceecls and cost is reflected in the statement of changes in plan net assets.

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

E. COMPENSATEDABSENCES

Expenses foraccumalated vacation &ays and compensatory time earned }:)y the System’sem pioyees are recorded
when carned. Upon termination or retirement, employees of the system are pai(i for aceumulated vacation time
limited to 480 houzs and accumulated compensatory time limited to 240 hours. As of June 30, 2001 accrned
compensated absences were $518,685.

E  RISKMANAGEMENT

Destruction of assets, theft, employee injuries and court clzaﬂenges to administrative poiicy are among the
various risks to which the system is exposecl. In order to cover such risks the system carries appropriate insurance
policies such as fire and tornacio, employee lJonclS, {:iduciary lla.ljljlty, worker's compensation and equipment insurance.

G. OTHERRECEIVABLES

KTRS now allows qualiﬁecl purchaSes of service credit to he made })y installment payments not to exceed a five
year perioci. Revenueis recogniZec[ in the initial year of the installment contract agreement. The June 30, 2001 and
2000 installment contract receivables were $1,576,823 and $1,785,365, 1'espectively.

H USEOFESTIMATES

The preparation of financial statements in conformity with genemHy acceptec{ accounting principles reqruires
management to male estimates and assumplions thataffect the reporf:ed amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the Ieported amounts of revenues and
expenses during the reporting periocf. Actual results could differ from those estimates.

I. INCOMETAXES

The defined benefit pian is organized as a tax-exempt retirement plan under the Internal Revenue Code. The
tax sheltered annuity plan isno longer continued and will be {ully terminated when all lifetime annuities have
ex;_)ired. The system’s management believes that it has opera’ce(l the pians within the constraints imposcd })y federal
tax law.

Year Ended June 30,2001
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Note 3: Contributions and Reserves

A. CONTRIBUTIONS

Contribution rates are established })y Kentuciey Revised Statutes. Members are required to contribute 9.855%
of their salaries to the System. University members are required to contribite 8.375% of their salaries. KRS
161.580 allows each university lo reduce the contribution of its members }Jy 2.216%, therefore, urniversity members
contribute 6.16% of their saEary to KTRS.

The Commonwealth of Kentuoley is requirec], to contribute 13.106% of salaxies for its non-university members
and 13.84% of salaries for university members.

The member and employer contributions consist of pension contributions and post-retirement contributions.
The post-retirement contribution .75% finances KRS’ retiree medical insurance plan. In addition to the . 75%
contribution, cmpioye:rs and the Commonwealth contribute 3.25% to the medical insurance plan.

Han employee }eaves covered employment laefore accumula’cing five (5) years of credited service, accumuiated
empioyee contri}mﬁons plus interest are reﬁmde& to tlle empioyee upon the mem})er’s request.

B. RESERVES
Melnl)el‘ Resel‘ve

This fund was established by KRS 161 .420(2) as the Teacher Savings Fund and consists of contributions paid
I'Jy university and non-university members. The fund also includes interest authorized Jay the Board of Trustees
from Unallocated Reserves. The accumulated contributions of members that ave returned upon withdrawal or paid
to the estate or clesignated })eneﬁcial‘y in the event of death are paicl 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 which retirement benefits are paid.

Employer Reserve
This fund was established l:ry KRS 161.420(3) as the State Accumulation Fund and receives state appropriations

to the Retivement System. The state matches an amount equal to members’ contributions. State appropriations
cluring the year are based on estimates of members’ salaries. At year-end when actual salaries are known, the required
state ma’cc]:ing is also realized E;:y proéucing either a receivable from or a payable to the State of Ken’cuclzy. The
anaiysis of fiscal years 2001 and 2000 has resulted in a receivable (uncler—appropriation) from the state for fiscal
year 2001 anda payahie (over-appropriation) to the state for fiscal year 2000.

Beneflit Reserve

This fund was established ]ay KRS 161 A20(4) as the Allowance Reserve Fun(l, the source for retirement,
disa]:)i]i‘cy, and survivor henefits paic], to members of the System. These benefits are pai& [rom the retired members’
contributions until t}ley are exhausted , at which time state matching contributions are used to pay the benefits. After
an individual member’s contributions and the state matching contributions have been exhauste&, retivement benefits

are pai(l from monies transferred from Unallocated Reserves.

‘Teachers’ Retirement System of the State of Hentucky
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Note 3: Contributions and Reserves continued . . .

Una]lo catec[ Reserve

This fund was established by KRS 161.420(6) as the Guarantee Fund to collect income from investments,
state rnatcl-xing contributions of members withdrawn from the System, and state matching contributions for cost of
1iving adjustments (COLAs). In addition, it receives money for which clisposif:ion is not otherwise provide&. This

nd provicles interest to the other £uncls, bhenefits in excess of both members” and state ma’cching contributions,

moniesfor administrative expenses of the System, and deficiencies not covered ]Jy the otherfunds.

Administrative Fxpense Reserve

This fund was established IJy KRS 161 .420(1) as the Expense Fund. Monies transferred to this fund from

Unallocated Reserves are nsed to pay the administrative expenses ofthe System. The Board of Trustees annuaﬂy
aclop%s a l)udget f:hat, accorcling to KRS 161 .420(1) , cannot he greater than four percent: (4«%) of income earned
from investments.

Life Insuranc {=] Reserve

This fund was established pursuant to the provisions of KRS 161.655 to provicle a life insurance benefit to
retired and active members of the Kentu chy "Jeachers' Retirement System. This benefit is financed lay KTRS emp[oyer
contributions that are a.ctua.riaﬂy determined. As of Jure 30, 2001 the balance in this fund was $13,453,484.

Critical Shortage Reserve

This fund was established hy KRS 161 A20{9)to allow KTRS setired teachers to return to work in areas clesigna’ce&
1Jy the Kentucizy Department of Education as critical shortage areas. Monies in this fund are contributed i:)y the
employee and matched i)y the employer. At Tune 30, 2001 the balance is this fund was $470 0422,

Note 4: Deposits With Financial Institutions and Investments

(Including Repurchase Agreements)

A. Summary of Investments

The {ouowing disclosures are meant to help the users of KTRS's financial statements assess the risks KTRS
takes in investing pu]:)lic funds. The Board of Trustees and the Investment Committee are guiclecl })y 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 Kentucley Administrative Regulations are as follows:

* There shall be no limit on the amount of investments owned ]:vy the System that are
guaranteed 1}y the U.S. Government.

*  Not more than thirty—five percent (36%) of the assets of the System at hook value
shall be invested in corpotate deht obligations.

Year Ended June 30,2001
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Note 4: Deposits With Financial Institutions and Investments (fnc]m{ing Repw‘cnrmse Agreements) continued . . .

*  Not more than sixty percent (60%) of the assets of the System at hook value shall
be invested in common stocks or preferred stocks. Not more than twen‘cy-five percent
(25%) of the assets of the System at book value shall be invested in a stock portfolio
&esignec]. to replicate a genera.l, United States stock index.

*  Not more than ten percent (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 that are not guaranteecl ]Jy the U.S. Government, and shares

in real estate investiment trusts.

¢ Not more than one percent (1%) of the assets of the System at ook value shall be
invested in venture capital investments, provicling 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 ]Jy resolution such additional category or categories of investments.

The chart on the following page represents the fair values of the investments of the Kentucky Teachers’ Retirement
System for June 30, 200L.

The KTRS bank balance consists of cash to‘caiing $4',364,444'3 which is fu]ly insured or collateralized with
securities l)y KTRS oritsagentin the entity’s name.

B. SecuritiesT ending

Section 161.430 of the Kentucley Revised Statutes empowers the Board of Trustees with complete ﬁduciary
responsi]:lﬂity forthe funds of the System. The System operates a securities 1en(1ing programin which it ’cemporarﬂy
lends securities to quah{ied agents in exchange fora netfecand high quality collateral. U.S. Government and
agency securilies and selected domestic stocks and bonds are the types of securities that are lent. The System’s
securities sub-custodian, The Bank of New York, acts as lending agent in exchanging securities for collateral, The
collateral has a value of not less than 102% of the market vatue of the lent securities plus any accxuecl, unpaicl
distributions. The collateral consists of cash, marketable U.S. Government securities, and selected marketable U. S.
Government agency securities approve& ]oy the System. Cash collateral is invested in short-term obhgaﬁons [uﬂy
guarantee{l Ly the United States Government or select Government adencies and Government RepurchaseAgreemen’cs
with qua]jﬁed 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 with a borrower’s default and
collateral inadequacy. Asof June 30, 2001, the weigh’cecl average maturity of cash collateral investiments was three
days. Ar ﬁscalyear end, the System has no credit risk exposureto borrowers, since the amounts the System owes the
borrowers exceeds the amounts the borrowers owe the System.

‘Teachers’ Refirement System of the State of Hentucky
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Note 4: Deposits With Financial Institutions and nvestments (Tnchiding Repurchase Agreements) continued . . .

Schedule of Investments

Short Term Investments
Repurchase Agreements O

Total Short Term Investments

Bonds and Mortgages
US. Government ObHlgations
Treasury Notes & Bonds
Agencies
GNMA (Single Family)
Other Miscellaneous

Total U.S. Government Obligations

Corpotate Bonds
Industrial
Finance
Utility Bonds (Fxcept Telephone)
Telephone Bonds
Railroad Obligations

Total Corporate Bonds
Other Fixed Income Investments
FHA and VA Single Family Mortgages
Project Mortgages (FHA & GNMA)
State and Local Government Issues
Total Other Investments

Total Bonds and Mortgages

Stocks
Real Estate

Total Investments

(1) Includes $100,438,593 of Medical bnsurance Fund investments and $647,703 of Tax-Sheltered A nnuity Plan investments for

A

=5

) 5

June 30, 2001

994,200,000

994,200,000

1,281,385,822
1,093,595,776
141,596,931
185,544,686

2,702,123,215

614,686,874
919,982,508
107,019,034
151,757,044

106,400

1,793,551,860

339,597
91,364,865
26,036,540

117,741,002
4,613,416,077

6,613,084,210
303,270,917

12,523,971,204

June 30,2001, Does not include §762,967,508 securities lending collateral

5 5

ke

June 30, 2000

878,350,000

878,350,000

1,134,865,286
944,372,549
134,400,060
135,352,129

2,348,990,024

560,254,071
1,032,376,853
125,892,109
164,072,073
102,141

1,882,697,247

484,259
160,196,850
23,039,227

123,720,336
4,355,407,607

7,393,185,234
230,462,637

12,857,405,478

YearEnded June 30,2001
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Note 4: Deposits With Financial Institutions and hiwestments (Inc}m{ing RepurcfmseAgreements) continued . . .
C. Summary of Categorized Investments

The fc]lowing chart categorizes KTRS' investments, which gives an indication of the level of risk assumed by
KTRS at June 30, 2001. Category L inchudes investments that are insured or registexec], orfor which the securities
are held by KTRS’ custodial agent in KI'RS" name. Category 2, includes uninsured and un.tegisjcerec]. investments for
which the securities are held }Jy the counter party’s trust &epartment oragentin KTRS name. Category 3 inchides
securities purchasecl !::y and held by the System’s custodial agent. The agent loans securities 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 lencling agreement. All securities purchased with cash collateral are Segregatecl Ly the custodial
agent and held in the name of KTRS.

Included in Ca‘cegory 1 are individual repurchase agreements which are ordered iay KTRS under the terms of
master Iepurcl'lase agreements with various qua]j_‘[:iecl brokers. The terms of these master agreements are dictated ]Jy
KTRS. The Iepm'cl]ase agreements and their supporting collateral are held ljy the custodial agend’s corresponclent
bhank in an account identified Ly the custodian’s name and KRS’ nominee name. This account is unique to KTRS.
The master repurchase agreements require that the supporting collateral have a market value of at least 100% of the
value of the repurchase agreements. A.ESO, listed among the Other Government Guaranteed Fixed Income Investments
are morlgdages which are either securitized or unsecuritized, but all are insured ’chroug}l various Federal or State

Agencies (FHA, GNMA, VA).

Summary of Categorized Investments
as of June 30, 2001 .
Total Pair Value
Investments - Category 1
Repurchase Agreements (1) $ 994,200,000
U.S. Government Obligations $ 1999217188
Corporate Bonds 1,793,551,860
State and Tocal Government Tssucs 26,036,540
Common Stocks 6,602,911,961
Investments - Category 3
Securities Lending Short-Term Collateral Reputchase Agreements 8 762,967,508
SUBTOTAL $ 12,178,885,057
Investments - Not Categorized
Investments held by broker dealers under securities loans with cash coflateral
U.S. Government Obligations § 721,921,859
Common Stocks 10,172,249
Orther Government Guaranteed Fixed Income Investments 8 72,688,630
Real Estate 303,270,917
TOTAL $ 13,286,938,712
(1) Ichudes $100,438,593 of Medical Insurance Fund investiments and $647,703 of Tax-Sheltered Annauity Plan investments.

Teachers’Refirement System of the State of Hentucky
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FINANCIAL SECTION

Note 4: Deposits With Financial Institutions and Investments (chfud‘mg RepuwfwseAgreements) continued . . .

D. Derivatives

Investments may be made in derivative securities, or strategies which make use of derivative instruments, only
if such investments do not cause the port{oiio tobe leverageci. Investments in derivative securities which are
Sul)jec’c to 1a1‘ge or una.nticipated changes in duration or cash flow, such as interest only (IO, principal only (PO),
inverse floater or structured note securities are expressly prohiiai’ced.

The Defined Benefit Plan and the Medical Insurance Plan invest in high quali’cy collateral mortgage
ob]iga{:ions (CMOs) and other asset-backed securities to increase return and adjusi: duration of the portfoiio.
KTRS may invest in exclqange-traded funds as equity investments.

Collateral mortgage o}aiigations and excllange—traded funds pose no greater risk than other similar
investment graJe holdings in KTRS’ portfolios. The fair values of CMOs at June 30, 2001 and 2000 were
approximately $34 million and $28 million, respectively.

Note 5: Medical Insurance Plan & Post-Employment Benefits

A. PLANDESCRIPTION

In addition to the required pension benefits described in Note 1 . Kentuclay Revised Statute 161.675 allows
KTRS to provicie post-retivement healthcare benefits to members and depenclen’ts. Tobe ehgiiyie for medical
henefits, the member must have retired either for service or disabﬂity, attain age 55 with 5 years of Kentuciey
service or had 27 years of Kentuciay sexvice.

The KTRS self insured pian is limited to KTRS members and spouses al least the age of 65. AIIKTRS
members under the age of 65 were offered commercial insurance ’cilrough a state insurance purchasing pool
administered l)y the Kentucley Personnel Cabinet. The Personnel Cabinet’s primary functionisto negotiate
contracts with health plans to obtain the best price for persons covered. KTRS members were givena suppiemen{:
to be used for payment of their health insurance premium. The amount of the member’s suppiement was based on
the member's service credit and age. Premiums over the montl'lly suppiement were pa,ici lay the member. The
system bears no risk for excess claims expenses under the commercial insurance coverage.

KTRS members and spouses at least age 66 in the KTRS self-insured plan were also givena supp}ernent
bhased on service credit. Members with 20 or more years of service received the lligilesf: Supplement.

At Tune 30, 2001, KTRS insurance covered 25,907 retivees and 6,128 dependents.

YearEnded June 30, 2001
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Note 5: Medical Insurance Plan & Post-Employmient Benefits continued . . .

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES

Basis of Accounting

The Medical Insurance Plan financial statements are preparecl using the accrual basis of accounting. Member
contributions and employer ma’cchj_ng are recognizecl in the fiscal year due. Healthcare premiums Ci’la.l'gf:(], to retired
members are recognized when due and any premiums collected in advance are recognized asa }ia]:yﬂity.

Method Used to Value Investments

Since the investments are all short-term investments thoy are reportec[ at cost, which is fair value.

C. CONTRIBUTIONS

The post-retirement healthcare proviclec{ }Jy KTRS isfinanced ona pay-as-you-go basis. In orderto fund the
post-retirement healtheare I)enefits, one and five tenths percent (1.6%}) of the gross annual payroﬂ of all active
members is contributed. One-half (1/2) of this amount is derived from member contributions and one-half (1/2)
from state appropriation. Also, the premivums collected from retirees as described in the plan c}.escription ]rlelp meel:
the medical expenses of the plan.

Since medical expenses have sleyrocleeted in the last decade, it has hecome increasiugly difficult to meet the
expenses of the retiree health insurance program. To fund the pian, the state Iegislature has approvecl additional
f-unding of 3.25% of payroﬂ from the employer matc}n'ng eontrﬂjution to the Medical Tnsurance Plan.

D. INCURREDBUTNOTREPORTED CLAIMSLIABILITIES

Ju 1y 1, 1991 KTRS became self-insured agsurming all lia]aili'Ly for post-retirement care costs, Blfective January
1, 1997, insurance plan participants under age 65 were offered insurance through a state purchasing pool as described
inthe prececling plan descrip’cion. KTRS recognizes estimates of Liabilities for self-insured unpai(l clairns that have
incurred (1)01:11 Ieporteci and unreporl:e&) using the developmcn{: method. This method uses past ohserved patterns of
time hetween the date the claim is incurred and the date the claim is paic], to estimate incurred claims from available
paicl claim information. The fouowiug schedule shows the change in the claims and lialJility and the claims activity
for the years ended ]une 30,2001 and 2000.

‘Teachers’ Retivement Systern of the State of Rentuchy
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FINANCIAL SECTION

Nate 5: Medical Insurance Plan & Post-Employment Benefits continwed . . .

Fiscal Year 2001 Fiscal Year 2000
Beginning Unpaid Claims Liability $ 7,316,199 $ 5402348
Claims Incutred
Current Year 86,571,232 75,182 546
Increase (Decrease) in Prior Years {1,644,595) 2,157,191
Total Incutred Claims § 84,926,637 § 77,339,737
Claims Paid
Current Year $ 81,229284 $ 69,786,513
Prior Years 4,713,452 5,639,373
Total Payments $ 85,942,736 § 75425886
Ending Unpaid Claims iability $ 06,300,100 $ 7,316,199

E  ADMINISTRATIVE EXPENSES

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

Note 6: 403(b) Tax-Sheltered Annuity Plan

A. Plan Description

KTRS has, in prior years, administered a saialjr deferral program as permitted on section 403 (}3) of the Internal
Revenue Code. Underthis program members were able to volun’carily defera portion of their compensation within
the limits established l)y the appiicaljle laws and regulations‘ However, the System’s Board of Trustees determined
that the cost of provi&ing the necessary services to assure the S ystem of continuing compliance with these laws and
regulations wags not economicaﬂy feasible due to the limited participation in the prograrm. ]Jy the System’s members.
The Board decided, therefore, to discontimue offering the prograim as of Apl‘ﬂ 30, 1997. Members who were nat
receiving annuities from their account as oprril 30, 1997, were able to transfer their respective accounts c}.irectly
into other tax-sheltered plaﬂs on a tax-free basis. As of June 30, 2001, the ﬂ{'ty-six members who are receiving
annuities will continue to reccive distributions accorc{ing to the terms of their respective elections.

B. Sun]n]ary of Sig’lﬁﬁcant Po]icics

Basis ofAccounting'

The Tax-sheltered Annuity Plan financial statements are preparec]. using an accrual basis of accounting
Contributions are no longer l)eing acceptecl into the plan, therefore , there are no receivables to be recognizec‘l.

Method Used to Value Investments

Since the investments are all short-term investments f:]ley are reported at cost, which is fairvalue.

Year Ended Jime 30,2001
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Required Supplemental Schedule
Detined Benefit Plan
Schedule of Funding Progress

{dollar amounts in millions)

UNFUNDED
VALUATION ACTUARIAL ACTUARIAL ACTUARIAL FUNDED COVERED UAAL
YEAR VALUEOF ACCRUED ACCRUED RATIO PAYROLL ASA%OF
JUNE 30 ASSETS LIABILITIES LIABILITIES COVERED
(UAAL) PAYROILL
a b (b-a) (a/b) ¢ [(b-a)/<]
1995 $6,6212 $82100  $1,5888 80.7% $1,819.8 87.3%,
1996 7,624.7 9,178.6 1,653.9 83.1 1,877.9 827
1997 8,789.9 9,906.2 1,116.3 88.7 1,925.0 58.0
1998 10,370.6 11,516.6 1,146.0 90.0 1,973.7 58.1
1999 11,958.6 12,2882 329.6 97.3 2,041 .4 16.1 L
2000 12,759.6 13,3304 570.8 95.7 2,133.7 26.8 oz
2001 13,299.2 14,642.1 1,342.9 90.8 2,213.8 60.7

The amounts reported in this schedule of Jﬁuncling progress do not include assets or liabilities for post-
employmen’c healthcare }:)enefits, nor are the assets and liabilities of the tax-sheltered annuily pfan included.

Required Supplemental Schedule
Defined Benefit Plan

Schedule of Employer Contributions
(dollar amounts in millions)

FISCAL YEAR ANNUAL
ENDED REQUIRED PERCENTAGE
JUNE 30 CONTIRIBUTIONS CONTRIBUTED
1996 $ 282.1 100%
1997 293.7 100%
1998 294.3 100%
1999 288.5 100%
2000 311.3 100%
2001 262.80 100%

{1} Daes not inalude $17.3 million in contributions to the ere Tnsurance Fund.

Teachers’ Retivement System of the State of Kentucky
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Required Supplemental Schedule
Medical Insurance Plan
Schedule of Funding Progress

{doliar amounts in millions)

UNFUNDED
VALUATION ACTUARIAL ACTUARIAL ACTUARIAL FUNDED COVERED UAAL

YEAR VALUE OF ACCRUED ACCRUED RATIO PAYROILL ASA%OF
JUNE 3¢ ASSETS LIABILITIES LIABILITIES COVERED
(UAAL) PAYROLL

a b (b-a) {a/b) c [(b-a)/c]

2000 $54.0 $ 2,202.0 $2,148.0 2.8%  $2,133.7 -100.'7%,

2001 103.4 2,631.0 2,427.6 4.1 2,213.8 109.7

The amounts reportec]. in this schedule of {:unding progress do not include assets or liahilities fox the defined
bhenefit plan, nor are the assets and liabilities of the tax-sheltered annuity pla.n included.

Required Supplemental Schedule
Medical Insurance Plan
Schedule of Employer Contributions
(dollar amounts in millions)
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FISCALYRAR ANNUAL
ENDED REQUIRED PERCENTAGE
JUNE 30 CONIRIBUTIONS ~ CONTRIBUTED
2000 $48.9 100%
2001 92.4 100%

YearEnded June 30, 2001
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Notes to Required Supplementary Information

Note 1: Description of Schedule of Funding Progress

Defined Benefit Plan

The schedule of Fun(ling Progress summarizes the actuarial value of the System’s assels and actuarial accrued
Iia})ility as ofﬁme 304, 2001, and each of the prececling five years, The data presented inthe schedule were obtained
from the System’s inclependcn’c actuary’s annual valuation report for each year presentecl. Of note ’ the actuarial
report pu]J]ished in thisannual report is for June 30, 2000. Al‘cllough KTRS receives current year information on
acluarial acerued ]ialji]ities, actuarial valuation of assets and covered payroH {in orderto present these scheclules) the
current year actuarial report is not pul)}ishe(l in time to be included in the actuaxial section of this June 30, 2001

financial annual report.

Expressing the actuarial value of assets asa percentage of the actuarial acerued liabilities provicles an indication
whetherthe system is }Jecoming {inancia]ly stronger or weaker. Generaﬂy, the greater the percentage, the stronger
the retirement systein. Trends in unfunded actuarial acorued liabilities and annual covered payro]l are both affected
13)! inflation. Expressing the unfunded actuarial accrued liabilities asa percentage of annual covered payroﬂ aids
analysis of progress made in acc umulating sutlicient assets to pay benefits when due. Generaﬂy, the smaller this

percenlage, the stronger the retirement system.

Medical Tnsurance Plan

The schedule of Funcling Progress summarizes the actuarial value of the System’s assels and actuarial accrued
hai)ili’cy as of June 30, 2001 and 2000, The data prescn’cecl in the schedule were obtained from the System’s

]'nclepenclen't actuary’s annual valuation report foreach year presen{:ed.

Expressing the actuarial valuc of assets az a percentage of the actuarial acerued habilitios provides an indication
whether the system is l)ecoming {inanciaﬂy stronger or weaker. Generaﬂy, the greater the percentage, the stronger
the plan. Trends inunfunded actuarial acerued habilitics and annual covered payroﬂ are hoth affected })y inflation.
Expressing the unfunded actuarial accrued liabilities as a percentage of annual covered payroﬂ aids analysis of
progress made in accumu]ating sufficient assets to pay benefits when due. Generaﬂy, the smaller this percentagde, the
stronger the plan.

Teachers’ Retirement System of the State of Hentucky
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FINANCIAL SECTION

Note 2: Actuarial Methodologies and Assumptions

Defined Benefit Plan
A. Methedolo Jics

The pxomisecl benefits of the System are included in the actuariaﬂy calculated contsihution rates which are

_ clevelopec]. using the unit credit actuarial cost method with proj ected benefits. The actuarial value of assets was

determined using the method illustrated in the Actuarial Value ofAsseis table. Gains and losses are reflected in the
unfunded acerued lia]aility that is Leing amortized })y regula.r annual contributions as a level percentage of pil.yl'OH
withina 30ﬂyea1' period using an open amortization approacii.

2)

3)
@)

©)
®)
(7)
®)

Actuarial Value of Assets

Actuarial Value of Assets on June 30, 2000
2000/2001 Net Cash Flow
a. Contributions
b. Disbursements
c. Net CashFlow (2)a- (2)b
Expected Investment Return [{1)x.075] +{(2 ) x.0375]

Expected Actuarial Value of Assets on June 30,2001
1)+ 2k +3)

Market Value of Assets on June 30, 2001
Excess of Market Value over Expected Actuarial Value (5)- 4)
20% Adjustment towards Market Value .20 x (6)

Actuarial Value of Assets on June 30,2001 (4)+(7)

$12,759,635,558

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

949,133,066

13,499,712,588

12,496,954,434

(1,002,758,154)
(200,551,631}

$13,299,160,957

B. Assumptions

Signjﬁcant actuarial assumptions empioyed ]Jy the actuary for the %un(iing purposes as of June 30, 2001, the

most recent up(gatcd actuarial information include:

Assumed inflation rate 4.0%
Assumed investment rate 7.5%
Assumed projectec]. salary increases 4.0%-8.1%
Assumed post retirement benelit increase 1.5%

Year Ended June 30, 2001
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Note 2; Actuarial Meffwc{o]ogies and Assumptions continued . . .

Medical Insurance Plan
A, Methodolo gies

The actuarial value of assets is determined ]:uy using the market value as proviclecl i)y KTRS. Compliance with
appIicable current or future accounting standards may require use of different actuarial methods or assumptions.
For purposes of estimating the amortization, a 3.5% salzuy scale is used.

B om wW

B

B, Assumptions

Signjficant actuarial assumptions employecl ]‘)y the actuary forthe £L1nding purposes as of]une 30, 2001, the
most recent updatetl actuarial information include:

¥ Assumed discount rate 71.5%
¥ Assumed plan asset return rate 7.5%
* Assumed pre—Medicare benefit cost trend rate 9.0%
* Assumed post-Medicare benefit cost trend rate 13.6%
* Assumed ultimate cost trend rate 5.0%
* Assumed ultimate cost trend rate achieved 2009

‘Teachers Retirement System of the State of Hentucky
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Supporting Schedule 1

Schedule of Administrative Expenses
Year Ended June 30, 2001

ADMINISTRATIVE EXPENSES YEAR ENDED
JUNE 30, 2001

@Mﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬂ}

Salaries $ 4,246,332
Other Pessonnel Costs 18,4156
Professional Services & Contracts 236,941
Utilities 52,406
Rentals 12,143
Maintenance 90,276
Postage & Related Services 273,010
Printing 115,449
Insurance ‘ 71 ,4160
Miscellaneous Services 113,364
Telecommunications 24,888
Computer Services 96,016
Suppiies 42,880
Depreciation 179,403
Travel 64,234
Dues & Su!ascriptions 23,913
Miscellaneous Commodities 15,228
Furniture, Fixtures, & Hquipment not Capi’calizecl 257,308
Compensated Absences 16,370
TOTAL ADMINISTRATIVE EXPENSES $ 5,960,036

YearEnded June 50,2001
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Supporting Schedule 2

Schedule of Contracted Investment Management Expenses
Year Ended June 30, 2001

Fixed Income Managers

B
B
@
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National Asset Management Corporation $ 368,755
Todd Investment Advisors 299,389
Total Fixed Income Managers $ 668,144
EQUITY MANAGERS
Brinson Pariners $ 500,000
National Asset Management Corpors.’cion 750,000
Todd Investment Advisors 390,516
\Weﬂington I\’Ianagement Company 1,54«0,675 &
Total Equity Managers $ 3,181,191 —
CUSTODIAN :
Farmers Bank $ 444,501 E
CONSULTANT =
Becker, Burke Associates ' $ 45,000 -
b=

TOTAL CONTRACTED INVESTMENT
MANAGEMENT EXPENSES $ 4,338,830

SHPPOIting’ Sclle(lule 3

Schedule of Professional Fees for Year Ended June 30, 2001

YEAR ENDED h

PROFESSTIONAL NATURE OF SERVICE JUNE 30, 2001 :
Chasles T. Mitchell Company, LLP Auditing Services $ 24,500
Buck Actuaries Actua.rial Services 1 13,257
International Claim Specialist Investigative Services 5,499
Farmers Bank Banking Service 21,685
FileNet Computer Design Service 72,000
TOTAL $ 236,041

Teachers’Retirement System of the Stateof Hentuchy
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FINANCIAL SECTION

Ghastis T Mitchilt Conpang, $FP || CTm

Certified Public Accountants
BON C. GILES, C.PA.

m:yg}(}"voﬁg r&%‘::ﬁﬁ%?&gms WILLIAM G. JOHRSON, JR., C.EA.
. : LARRY T, WILLIAMS, C.RA.
TELEPHONE - (502) 227-7395 JAMES CLOUSE, C.EA.

THLECOPLER - (502) 227-8005 BERNADETTE SMITH, L'.P.A.
. KIM FIELD, C.EA,

CHARLES 7. MITCHELL, C.P.A.
CONSULTANT

REPORT ON COMPLIANCE AND ON INFERNAL 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 ocur 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 of Kentucky’s
financial statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, 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 complance with those
provisions was not an objective of our andit and, accordingly, we do not express such an opinion. The resulis
of oué' tegts disclosed no instances of noncompliance that are required to be reported under Government Anditing
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 oceur 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 entitics. However, this report is a2 matter of public record and its distribution is not imited.

Lparles T fuidcheld (o,

November 26, 2001

YearEnded June 30,2001
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INVESTMENT SECTION

OVERVIEW

The Boaxd of Trustees of the Teachers’ Retirement System armuaﬂyappoin’cs an Investment Committee consisting
of two Board members and the Executive Secretary. This Committee acts on behalf of the Boar(l, su]:»jecﬁ toits
apprcfval , in all matters concerning investments. In comphance with the Ken’cuclzy Revised Statutes, the Board of
Trustees has adoptecl an “Tnvestment Pohcy" which it reviews periot{icaﬂy. The investment ol);'ectives of the Board of

o

Ti.'llStCGS are as {OHOWS:

1. The funds of the Teachers” Retirement Systemn of the State of Kentucley shall be invested soleiy inthe
tnterest of its members and their beneficiaries. Tnvestment income shall be used for the exclusive purpose of
Provicling benefits to the members and their beneficiaries and maseing payment of reasonable expenses i1

ac]mjnistering the Plan and its Trast Funds.

2. The speci{ic o]ajec tive of the investment program shall be the investinent of the Fund's assets in secuzitics

which shall provi(le areasonable rate of total return with major cmpllasis Leing placecl upon the protection
of the invested assets. When investments are acquirecl, current income Eoget’}ler with prospects for capital

appreciation shall be weighecl in regarcl to the long range needs of providing benefits to members and their
beneficiaries. Shortterm fluctuations in the market value of the Fund’s assets shall be considered as seconciary
to the long-l.'erm ohjecti\fes and needs of the System.

Within the Kentucley Revised Statutes and pertinent policies, the Board of Trustees and the Investment
Committee shall execute their fiduciary responsii)ﬂities in accordance with the “pruden’c man rule” , as identified in
KRS 161 430 (2 (E)) Investment activities shall be concluctecl, “with the care , sleiﬂ, pruclence, and dﬂigence ander
the circumstances then pxevai]jng that a pruclent manactingina like capacily and familiar with these matters would
use in the conduct of an enterprise of a like character and with like aims”. The responsil)ﬂity for investing the assets
of the System is clearly assigne(l to the Board of Trustees.

INVESTMENT COMMITTEE

MR.EARLEV. POWELL MR.ROBERTM. CONLEY

Chairman Vice-Chairman

MR. GARY L. HARBIN, CPA
E.\'—Of f:’cr‘o Member, Executive Secretary

Teachers’Retivement System of the State of Kentucky
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- INVESTMENT SECTION
| FXECUTIVEINVESTMENT STAFF
| MR. GARYL.HARBIN, CPA MR, STUART A. REAGAN, CFA
m Eixecutive Secretary Ci’tie][ Investment Ofﬁcer
- PROFESSIONALCONSULIANTS
-
@ Iivestment Advisors Tivestment Consultant
_ txed Income and BEquity Managers Beckey, Burke Associates, Inc.
Fixed I dE M kex, Buzke As
‘m Todd Tnvestment Advisors Suite 1060
@ 3160 National City Tower 221 North LaSalle Street
ouisville, Kentucky 40202 icago, [llinois 60601
;| Louisvill ky Ch Hlinois 606
- -
Invesco-National Asset Management Iwestment Custodian
@ 101 Sou’ch F]:Eth Street :
= - Louisville, Kentucley 40202 Farmers Bank and Capitai Trust Co.
@ Farmers Ba.nlz Plaza
% EquityManag’ers Franlefor’c, Ken’mclzy 40601
' Brinson Partners
e Suite 102
209 South LaSaHe Street
Chicago, Hinois 60604-1295
\Weﬁjngton Management Company
75 State Street
Boston, Magsachusetts 02109

Year Ended June 30, 2001




INVESTMENT SECTION

INVESTMENT CONSULTANT'S STATEMENT

Becker, Burke Associates sexved as Investment Consultant to the Kentucky Teachers’ Retirement System during
the 2000-01 fiscal year as it has in several previous years. Becker, Burke Associates is familiarwith the operation of
the System's investment program as well as its performance. The investment program of the Retirement System is
opera’ce& ina pru&ent manner that reflects a desire to preserve capi’cal while maximizing returns. | he assets of the
Retivement System are assigned to various portfo]ios in arderto &iversiﬁf the System’s investments and take aclvan’cage
of opportunities in various asset classes and sectors. The System gravitates toward re]aﬁvely conservative holdings
in each asset class. The overall effect of diversification is to minimize risk. The manner in which the Retirement
System operates and its investment results are commensurate with other risk-averse institutional investors in similar

Edmund M. Burke
President
Becker, Burke Associates

Septemlnex 28,2001

regu.[a’cory etviromments.

ASSET ALLOCATION

The Board of Trustees and the Investment Committee are guiclecl }Jy asset allocation parameters that the Board
approves thmugh its powers defined in KRS 161.430. The asset allocation limits complemen‘c the investment
principles used ]Jy the Board and Comumittee Iegarc].ing security, diversi{'ica.tion, hlgh return, and liquiclity. The asset
allocation policy is adoptecl by the Board of Trustees and approved in the form of administrative regula’cion. The
asset allocation parameters are structured in order to maximize return while at the same time provicie a pruden’c
diversification of assets and preserve the capitai of the Teachers’ Retirement: System. The Board is interested in
asswming secure investments that will pmvicie 1ong term grow'tll to the fund. The Board does not ar]:)itralily comproxise
security in orderto enhance the prospects of return. The Investment Committee and the Board are mindful of the
fund’s 1iquic1i‘cy and its capabﬂi’cy at meeting both short and long term oljliga’cions. Asset allocation parameters

{OHOW:

1. Therewill be no limit on the amount of investments owned ]oy the Systemthat are guaranteeti }Jy the
U.5. Goversiiment.

2. Not more than 35% of the assets of the System at book value shall be invested in corporate debt
o]:hgations.

3. Notmore than 60% of the asgets of the System at book value shaﬂ be investe(l in commort stoclzs or

prefertecl stocks. No more than 25% of the assets of the Systemn at book value shall he invested in a stock
p01*t£o]i0 designe& to replicate a general, U.S. stock index.

4. Notmore than 10% of the assets of the System at book value shall be invested in veal estate. This would
inchude real estate equity, real estate Jease agreements, mortdages on real estate that are not guaran’ceeci l)y
the U.8. Government, and shares in real estate investment trusts.

‘Teachers’Retirement System of the State of Hentucky
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INVESTMENT SECTION

5. Not more than 1% of the assets of tl'xe Sys’cem at bool: value shaﬂ be invested in venture capi'ta.l
investments provicling at least 5% of such investments must be in-state.

6. Not more than 10% of the assets of the System at book value shall be invested in any additional
calegory or categories ofinvestments. The Board shall approve !oy resolution such additional category or
categories of investments. Within this parameter, the Board ap}_}rove({ a provision in 1999.2000 that
permits limited OWIlel'Sl'lip of £oreign equities. The System may acquire equity in farge capitalization
companies whose stock is traded in the U.S., but the companies are domiciled in select foreign countries.
Foreign exposure is limited to 1.2% of the System's assets at bookvalue.

The asset allocation of investments at market value was somewhat different at the ]Jeginning of the fiscal year
than it was on June 30, 200L. In addition, the market value allocation of assets through the dynamics of the
seaurities markets is different than the book value allocations. During the 2000-01 fiscal year, the market value of
the stock position decreased from 58% to 53% of assets. The portion of the poﬁfolio in Government securities
increased from 18% t0 22%. The cash position increased cluring the year from 7% to 8% of assets. The real estate
equity position remained a relativeiy small portion of the System’s portfo]io ata pproximately 25%.

The Kentuc]zy Revised Statutes require the Board of Trustees to employ experienced investment counselors to
advise it on investment related matters. Todd Investment Advisors was employecl during 2000-0las the System’s
principal investment counselor, provid]'ng assistance in the managemernt of $2.4 billion of stocks and bonds. Tnvesco-
National Asset Management, Brinson Partners, and Wellin gton Management Company also were retained clur'mg
the 2000-01 fiscal year to pmvi&e investment counseling services. Invesco-National Asset Management assisted in
the management of approximately $1 billiorin }Joncls, as well as managing about $905 million in equily investments.
Brinson Partners was responsible for managing approximately $508 million in equities, and Wellington Management
Company managed about $1.1 billion in equities. In addition to monitoring the investment counselors, the in-
house investment staff mamage&~ about $5.6 billion of fixed income and equity assets. All of the investment firms,
while specializing in Particu]ar asset classes or gectors, are 1‘equi1'e({ to work within the same broad 01)] ectives, portfoiio
conslraints, and administrative guiclelines. Four investment counselors plus anin-house stalf provide the Board of
Trustees with a diversification of management thatis appropriate fora $12.5 hillion fund. The Farmers Bank &
Capi’cal Trust Company, located in Frankfort, Ken%uc}ey, was retained in 2000-01 as the Custodian of Securities
with the Bank of New York servingasa sub-custodian.

The System regularly voles proxy stalements associated with its equity o“mers})ip. The positions assumed by the
System are intended to represent the financial interests of the memljers}lip. The Board of Trustees has acfoptecl a
po]jcy that directs the staff not to sul)juga‘ce the financial concerns of the System to social or politicai protests. At
the same time, the System expects the companiesin which it acquires stock to he solid corporate citizens that abide

by Fe&eral, state, and local laws.

YearEndedJune 30, 2001
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FINANCIAL ENVIRONMENT

The fiscal year ended June 30,2001, wasa difficult year for equity investors. The ]Joomjng economy ofthe
late 19905 slowed c[ramatically, and overcapacity became apparent in many industrics, cspecia“y in
telecommunications and technology. With revenue growth slowing while cost pressures continued to rise, profi't
margins were squeezed and corporate profits declined. TExcessive valuations mteleconnnmﬁcations, teclmology
and large—capi’ca]jzation growtta stocks ) generaﬂy, were unsustainable as boom turned to bust. On the other llancl,
sectors of the market that missed the boom of the late 1990s were S}_)arecl the bust and held up rcla’cively well. The
tecimology—dominated Nas&aq Composite declined a stunning 45.5% over the fiscal year, The Standard & Poor's
500 Tndex declined 14.8%. The Dow Jones Industrial Index, however, was up 2.2%, while the Standard & Poor’s
400 Mid Cap Index was up 8.9%, and the Standard & Poor's 600 Small Cap Index was up 11.1%.

(ross Domestic Product, acljustecl for inﬂation, grew 011[y 1.3% over the fiscal year, down from 5.2% growtll
inthe previous twelve months. The slowdown was led [}y adeclinein oapital spencling })jrbusinesses. The unemployment
rate rose from 4.0% to 4.56%. Plrocluctivity growth slowed, and costs per unit of production rose, erocling Proﬁtal)ﬂity.
Inthe second half of the fiscal year, the Federal Reserve embarked on an aggressive easing campaign, lowering the
Federal Funds rate six times from 6.50% to 3. 5%, in an attempt to leecp the economy [rom siiding into recession.

Bad news for the stock market is often goocl news for the bond market, A wealeem'ng economy, turmoil in the
equity marlect, aggressive Federal Reserve easing, and expectations of lower inflation led to higher prices and lower
yie[cls in tl"le Lonc{ marleet. The Lehman Government/ Credit Tndex produced a strong return of 11. 1% over the
fiscal year. The Federal Reserve lowered the Federal Funds rate l)y atotal of 2,75 percentage poinds in the second
half of the fiscal year, })ringing short-term rates back below Iong—term ratesina sharp reversal of the previous
restrictive monetary policy. The consumer price index rose 3.3% over the fiscal year, down from 3.7% in the

previous twelve months, and expectations were for inflation to case further.

PORTFOLIO CHARACTERISTICS

At year's end, the System's entire stock po::tEo]io, exclusive of the stock index fund ! could he characterized as
}u'gh qua]ity and diversified. The KTRS porl:golio, as measured [}y be’ca, was approximately as rislzy as the Standard &
Poor's 500 Index. Beta is a measure of the volatility in price of a particular stack or portfolia compared to the
Vo]a’cility of the index. The beta of the KTRS portfolio at the end of the ﬁseal year was 0.95, compared tothe index’s
beta of 1.00. The KTRS port{olio registerecl a price-earmings muitiple that was lower than the index. The price-
earnings ratio for the portfoho at the end of the fiscal vearwas 22.1, compared ta25.2 for the index. Two factors
attesting to the high quafity of the porh(o]io were the high rate of grow’ch in both earnings per share and dividends per
share. The average earnings growth rate over the past five years forthe KTRS stock p01'|:£olio was 16.5%. The
average dividend growth rate for the past five years of the KTRS porkfolio was 10.4%. Atthe end of the 2000-01
fiscal year, the yicic] level for the KTRS portfo]io stoodat 1 A6, which was slighﬂy higher than the index.

Teachers’ Retitement Sysfem of the Stafe of Hentucky
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INVESTMENT SECTION

The stock position, apart from the stock index fund, began the 2000-01 fiscal year by being 32% of assets at
market Value, and loy year- enc[ it constituted 30.4% of assets. In cloﬂais, the value of the stock position decreased
from appm\lmately $4t.l ]J]Hmn to about $3.8 billion in 2000-0L. The stock index fund 1epresentc(1 another
$2.8 hillion that was invested in stocks at yeax end. Stock selections during 2000-01 affected a variety ol market
sectors. Atthe end of 2000-01 , the sector weig]fcings inthe KTRS stock portgolio were similar to those of the
Standard & Poor’s 500 Index. The greatest differences were unclerweighti_ugs 17y KTRS in the consumer non-
durables and technolo gy sectors and overweiglﬁ:i_ngs in the materials & services and financial sectors.

On June 30, 2001, the System’s entire bond portfolio had a duration of 6.3 years. Its yield to maturity was 6%.
The average coupon rate forthe lmlclings was 0.6%. Asof June 30, 2001, the effective maturity of the fixed income
porl.[oiio was ]0.2 years. The maturities of fised income investments will generate cash for the fund in future years.
Applommatefy 71% of the fixed income inves tments, 1ncIuclmg short term cash equlvalents, will mature ]Jy the end
of 2013, about 12 years. This will assist the System in meeling retirement fund o llga’cxons as well as permit it to
assume new investments.

PORTFOLIO RETURNS

The investment portf;ol_io expcriencecl growth in book values cluring the 2000-01 yeat, bt market values decreased
slight}y. The market value of the portfolio decreased $333.4 millionto a total of $12.5 billion at ycar-enci. The
book value of the fund increased $713.7 million during the year. The System accumuloted in excess of $953
million of investment income ciur]'jlg 2000-01; this investment income total excludes monies earned but not reccived
]Jy the end of the fiscal year. The income resalted from interes L, dividends, rertal income 2 lcmling income, and gains.
At year-en(],, the “net indicated yicld" on fixed income investments at book value was 5.7%. The “indicated dividend
yield” on common stocks was 1.5%.

Tor: the 2000-01 fiscal yeat, the total return carned lay the System’s stock position is hetter than the return
genel‘atecl l)y the Standard & Poor’s 500 Stock Index. The KTRS stock position carned a total return of (8.9)% in
2000-01, while the stock index earned (14.8)%. The ten yearannualized return lor the years 1992 through 2001
was 15.2% for the System's stock position and 15.1%for the stockindex. The System’s bond position earned a ton
year annualized total return of 8.0%., This is the same return carned l)y the Lehman Brothers Government/Credit
Index. In2000-01, the Systent’s bonds earned a total return of 10.7%, while the Lehman Brothers Index earned
11.1%. The entire portfolio earned a total return of (0.7)% in 2000-01. The portfolio’s ten year annualized rate
of total return was 10.7%. The total return of the portfolio more than izept up with the rate of inflation and
provitled real growth. [ 2000-01, the Consumer Price Index registerecl an inflation ratc of 3.3%. The ten year
annuaiizecl rate is 2.8%. Tho Sys’cem conforms to “AIMR Performance Presentation Stanclar(ls" in caicﬁ[ating
portfolio returns.

The charts that follow this narrative grapilicaﬂy display the growth that is discussed in the prececii ng paragraphs.
Foﬂowing thechartsisa summary ciescription of investments held at June 30, 200L. The pages therealter provide
a detailed iisting of all investments held on June 30, 2001. The System ammaﬂy proc[uces a detailed investment
reporl that is available on request.,

YearEnded June 30, 2001
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Distribution of Investments
Market Values

Corporate Bonds
14.65%

June 30, 2000 Short Term

6.83%

Government
Guaranteed Mortgages
& Real Estate

Common Stocks 2.57%
57.50%
Government Secured
18.45%
Corporate Bonds

14.32%

June 30, 2001 Shott Term

7.94%

Government
Guaranteed Mostgages
& Real Estate

Common Stocks 3,15%

52.81%

Government Secured
21.78%

Teachers’ Betirement System of the Stafe of Hentucky
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Investment Portiolio Growth
Market Values
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Total Return on KTRS Investments™

Percentages
Lﬁi]nlﬂn I{H’\S
Standard Brothers KIRS  Consumer Clash KIRS KIRS
Fiscal & Poor's KIRS Govt./Credit  Bond Piice  Collection Real Total
Year 500 In(lex Stoc[es Bon(l In(lex Fun(]s I.‘ll(l(:X Funcl Estate Port{o]_io
1991-92 13.4 13.7 142 14.9 3.1 5.2 6.3 12.6
1992-93 13.6 13.3 13.2 13.2 3.0 3.0 0.0 12.1
1993-94 1.4 2.2 (£.5) (.9) 2.5 3.6 1.2 g
169495 261 2583 12.8 12.7 3.0 6.3 10.1 16.9
109596 26.0 283 4.7 4.3 2.8 0.0 11.0 13.5
1996-97 347 33.1 7.8 7.8 23 58 88 19.6
1997-98 302 29.2 1.3 11.6 1.7 6.1 0.7 19.4
1998-99 22.8 22.0 2.7 23 2.0 583 9y 11.5
199900 73 3.6 4.3 4.9 3.5 5.8 9.9 4.1
Z000-01 (14.8) 8.9 ' 11.1 107 3.3 6.0 a5 (073
Three Year
Annualized Rate 3.9 4.8 0.0 6.0 3.0 5.7 0.7 4.8
Five Year
Annualized Rate 14.5 14.7 7.4 7.4 2.6 5.8 95 10.5
Ten Year
Annualized Rate 15.1 1582 8.0 8.0 2.8 53 9.2 10.7

% Toachers’ Retirement System o)[ the State of Kentuc/ey has pmpamc] and presentec/ this

report in comp/im:ce with the meorm.ance Presentation Standards 0)( the Association
for Investment Management and Research (AIMR-PPS). AIMR has not been involved

with the preparation or review of this report.

Teachers’ Retirement System of the State of Kentucky
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Investment Summary

Fair Market Value
06/30/2001
Sales
Reclem}_)ﬁons,
Type of Fair Value Appreciation Maturities & Fair Value
Hvestment 07/01/00 Acquisitions (D eprcciation) %{]ﬂwns 06/30/01
Short Term 878,350,000 39,458,9%8,700 191,300 39,343,320,000 904. 200,000

Fixed [ncome 4,366,407,600  3,087,574,800 181,137,800 3,010,704, 100 4,613,416, 100
Equitics 7,623,647,900  2,828,112,200 (730,617,500)  2,804,787,600 6,916,355,100

TOTAL 12,857 405,500  45,374,605,700 (549,288,400}  45,158,811,600  12,523,971,200

Contracted Investment Management Expenses
($ Thousands) as of 06/80/2001

R OE W OE K W W o i W ow W

Assets Under Basis
Management Expenses Points *
INVESTMENTMANAGER FEES
Fixed Income Managers $ 1,018,518 $ 369 3.6
Equily Managers 2,644,153 2,790 11.0
Balaniced Manager 2,443,088 690 2.8
TOTATS $ 6,005,759 $ 3,849 6.4
OTHERINVESTMENT SERVICES
Custodian Services $ 12823971 $ 445 0.4
Tnvestment Consultant 45
TOTAL $ 490
GRAND TOTAL $ 4,339

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

Year Ended June 30,2001
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Transaction Commissions

COMPANIES SHARES

TRADED
ABWATLEY 27,900
ACEDWARDS 2,033,207
ABNAMRO 289,100
ADVEST 2,314,950
AUTRANETINC 19,900
BTRADESERVICES 909,417
BANC OF AMERICA SECTURTTIAS 496,750
BBNT CAPITALMARKETS 29,000
BEARSTEARNS 1,080,850
BERNSTEIN SANFORD &CO 121,000
BLAIR, WILLIAM&CO 38,100
BOENNING &SCATTERGOOD 1,669,200
BRANDTROBERT 45,200
BRIDAETRADING 713,604
CEUNTERBERGIIARRIS 210,800
C SFIRSTROSTON 5,220,850
CANTCRFITZGERALD 153,000
CAPITAL INSTITUTIONALSERVICES 138,890
CAPTTALRESOURCEATVISORS 1,800
CHASEH&Q 5l 500
CIBCCPPENHEIMER 379,800
COWEN&CO 1,246,200
DAIN RAUSCHER INC 22,500
DEUTSCHE MORGAN 1,010,400
DOMINICK & DOMINICK 6,200
DONALDSONIUFKIN 1,572,700
DRESDNER KL EINWORT 75,500
FACTSET DATA 31,700
FERRISBAKGERWATTS 12,500
TFIRST ALBANY CORP 35,300
TIRSTUNION CAPTTAL, 2,959,960
FOXPITTKELION INC 73,700
FREIDMAN BILLINGS _ 195,400
FURMAN SELZINGBARINGSLIC 58,800
GOLDMAN SACHS 5,752,750
HAMBRECHT and QUIST 19,000
HEFLIN&CO 1,097,538
HERZOCGITEINEGEDULD 207,500
[IOEFER ANDARNETTING 11,100
LIOWE BARNES INVESTMENT 7,700
INSTINET 423,260
INVESTMENT TECHNOLOGY 11,522,532
ISIGROUP 1,160,100
TPMORGANCHASH 1,201,635
JLFFERIES 3,927,414
TIB HILLIARD WILIYONS 2,273,995
JONES & ASSCQCIATES 465,400
KHEFEBRUYETTE & WOOD 428,300
KNIGHT SECURITIES 60,800
KV EXECUTION SERVICE 33,000
LAZARD 6,808,296
LEGGMASCON 2,054,720

COMMISSIONS

2,186.00
111,664.85
27,610.00
116,976.50
995.00
18,368.34
57,685.00
2,514.00
137,511.00
4,986.00
4.572.00
66,768.00
2,260.00
14,362.08
25,296.00
472,5810.00
6,452.00
6,944.50
99.00
06,697.00
26,373.00
62,207.00
1,881.00
57,923.00
310.00
94,072.00
3,775.00
1,585.00
4,625.00
4,236.00
175,081.00
3,685.00
16,264.00
7.056.00
328,471.00
2,280.00
44, 102.52
24,900.00
1,332.00
024.00
7,925.10
268,6/.83
58,005.00
153,196.23
272,349.68
113,699.75
36,376.00
31,852.00
6,323.00
660.00
387,194.37
112,396.00

COMMISSION
PER SHARE

0.0784
0.0500
0.0952
0.0505
0.0500
0.0202
0.1159
0.0867
0.1272
0.0412
0.1200
0.0400
0.0500
0.0201
0.1200
0.0905
0.0422
0.0500
0.0500
0.1205
0.0694
0.0499
0.0836
0.0573
0.0500
0.0598
0.0500
0.0500
0.7'700
0.1200
0.0591
0.0500
0.0832
0.1200
0.0571
0.1200
0.0402
0.1200
0.1200
0.1200
0.0187
0.0033
0.0500
0.12%5
0.06693
0.0500
0.0782
0.0744
0.1040
0.0200
0.0569
0.0547

Teachers’ Retirement System of the State of Hentucky
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INVESTMENT SECTION

Transaction Commissions continued . . .

COMPANIES SHARES COMMISSIONS COMMISSION
TRADED PER SHARE

LEHMANBROITIERS 1,652,700 107,802.00 0.0652
LEXINGION INVESTMENT 1,273,990 76,607.50 0.0601
MCDONALDINVESTMENTS 58,700 3,257.00 0.0558
MERRILLIYNCII 33,194,877 1,638,380.54 0.0463
MORGAN KEEGAN 2,145,300 109,098.00 0.0509
MORGAN STANLEYDEANWITTER 6,211,260 362,524.00 0.0584
NDB CAPITAT MARKETS 71,400 8,568.00 0.1200
NEEDHAM&CO 62,700 7,5624.00 0.1200
OTA LIMITED PARTNERS 6,900 345.00 0.0800
PAINEWEBBER 12,178,666 628,446.30 0.0514
PCSSECURITIES 16,800 840.00 0.0500
PRUDENTTALSECURITIES 1,433,300 80,159.00 0.0559
PUTNAMICOVELLTIIORNTON 20,900 1,345.00 0.0500
RWBAIRD 25,100 3,012.00 0.1200
RAGEN MACKENZIE 12,600 1,5612.00 0.1200
RAYMONDJAMES & ASSCQCIATES 3,585,006 208,821.30 0.058%
ROBERTSON STEPHENS 876,400 71,636.00 0.0817
ROBINSONITUMPHREYCO 9,500 1,140.00 0.1Z00
SATLOMON SMITH BARNEY 4,164,336 268,163.80 0.0644
SANDLERONEILL 194,378 20,204.90 0.1039
SCITWABCHARLES Z,300 ‘ 876.00 0.1200
SPEARLEED &KELLOGG 151,900 18,228.00 0.1200
STANDARD & POORS 621,000 27,%80.00 0.0447
STERNEAGHEAND LEACH 200 96.00 0.1200
SUNTRUSTEQUITABLE 25,000 3,000.00 0.1200
THOMAS WEISEL PARTNERS 171,600 17,260.00 0.1006
TUCKERCLEARY GULL 48,792, 5,658.04 0.1160
U 5 BANCORPPIPER] 287,200 16,306.00 0.0568
WACTIOVIA SECURITTES 1,632,010 81,600.60 0.0500
WARBURGDILLON READ 544,800 15,748.00 0.1390
WASSERSTEIN PERELLA 37,600 1,798.00 : 0.0478
WEEDEN 4,150,238 277,006.98 0.0668
WESTMINISTERRESEARCH 114,800 5,740.00 0.0806
WITSOUNDVIEW TECH 58,400 7,008.00 0.1200C
TOTAL 136,445,821 7,492,559.63 0.0549

Over-the-counter transactions and small capi’ca]ization stock transactions increase the overall average comumission per share.
The over-the-counter commission rale on medium *o 1arge capifralizatiou stocks is assumed to be $12 per share. Smaﬂ
capita]jza’cion stock transactions can have even liigl]el' rates. The acquisition of initial pu_lJlic 0££criugs {IPOs) representéc] a
Signiﬁcant portion of small capi’calization stock purchases. IPCe usuaﬂy havea hi'gh commission rate. However, the security
issuers and not the investors pay the commissions. In 2000-01 , the System ]'Jougllt small capita]jzation TPOs that generatecl
$299,253 .00 in commissions. Although these commissions were not Paicl by the Retirernent Sys’cem . Ehey resulted from the
System's investment activities and are included in the total commissions of $7, 492,559.63. Medium to large capitahzaﬁon
stocks are I)OUgl’lf and sold at sigm'ﬁcan’c[y less expensive rates, ﬁ'equently $.0dor $.05 per share. Trvestment companies usua”y
provicle investment research for l)rofeerage clients. On oceasion , investment companies direct third party research to active
clients, The Retirement System received third parky research throu gh Mexzill Lyncll. ']jra(.]ing commissions of 111;4!27, 179.79
were associated with third party research o]aligations. The primary research pmviclers were: Bgoomberg, Capi’tal Management
Science, Capita] ResourceAtlvisors, and Vestek.

YearEnded June 30, 2001
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Schedule of Investments

as of June 30, 2001

Par Value* or Market Percentage of
Investiment Remaining Principal Value Market Value
Balance

RepurchaseAgreements 994,200,000.00 994,200,000.00 7.94
Total Short Term 904, 200,000.00 994, 200,000.00 7.94
Treasury Notes and Bonds 1,181,035,000.00 1,281,385,821.90 10.23
Agencies 1,094,406,192.08 1,093,695,775.84 8.73
GNMA(Shlglc Family) 142,099,937.10 141,596,930.95 1.13
Collateralized Mostgage Q]Jiigations 33,922,078.00 34,248,166.19 0.27
Treasury Strip Bonds 216,170,080.00 151,206,520.65 1.21
Other Miscellaneous 32,887.02 3.00 0.00
Total U.5. Government O])ligaﬁons 2,667,666,174.80 2,702,123,215.53 21.587
Industrials 014, 874, 497,76 614,686,874.12, 4.91
Tinance 908,623,959.36 919,982,508.18 7.35
Utility Bonds (Bxcept Telephone) 112,050,000.00 107,019,033.50 0.85
Tclcphone Bonds 163,780,000.00 151,757,04:4:.30 121
Railvoad O])ligations 107,000.00 106,399.73 0.00
Total Corporate Bonds 1,799,435,457 12 1,793,551,8569.83 14,32
FITA &VA Smglt, Panﬁlyl\/iortgages 325,952.31 339,596.70 6.00
Project Morlgages (FHA & GNMA) 89,942,868.60 91,364,865.33 0.73
State and Local Government Issues 25,300,000.00 26,036,54&0.00 0.21
Total Other Fixed Income 115,5668,820.91 117,741 ,002.03 0.94
Subtotal (Fixed Income) 5,5876,870,452.83 5,607,616,077.39 477
Real Hstate Equi{y 299,997,4559.53 303,270,916.53 2.42
Total Real Bstate Fquily 299,997,459.53 303,270,916.53 2.42
Commeon Stocks 80,435,753 Shares 3,4!07,891,591 16 3,479,730,346.4!4{ 27.79
Small Cap Stocks 10,487,252 Shares 303,326,068.11 331,601,087.21 2.65
Stock Index 71,126,472 Shares 2,4571,667, 715.42 2,801,752,826.32 22.37
Total Stacks 168,049,477 Shares 06,182,885,374.69 06,613,084,200.97 52.81
Subtotal (Hquity) 6,482,882,834.22 6,916,365,126.50 56.23
Total Investments 12,059,753,28705 12,523,971,20389 100.00

I this asset display, par value represents the redemption value of boads and the cost value of equities. Market 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 340, 2001. Detailed
information concerning these values along with book values and cost values of ail KTRS investmensts is available on request.

Teachess’ Retirement System of the State of Hentucky
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ACTUARIAL SECTION

BUC
CONSULTANTS

200 Galleria Parkway, N.W.  Suite 1200
Allanta, Georgia 30338 March 14, 2001

Board of Trustees

Teachers’ Retiremnent System of the State of Kentucky
479 Versailles Road

Frankfort, Kentacky 40601-3800

Members of the Board:

Section 161,400 of the law governing the aperation of the Teachers’ Retirement System of the State of Kentucky provides that the actuary
shall make an actuarial valuation of the System. We have submitted the resuits of the actuarial valuation prepared as of June 30, 2000. The
valuation indicates that combined member and State contributions at the rate of 17.64% of university members’ salaries and 20.60% of
non-university members” salaries are sufficient to support the benefits of the System. We strongly recommend that the State statutory rates
and the additional special appropriations be continued, with 0.75% being contributed to the Life Insurance Fund and 4.00% to the Medical
Insurance Fund. While not verifying the data at source, the actuary performed tests for consistency and reasonability.

The valuation takes into account the effect of amendments to the System enacted through the 2000 Session of the Legistature and effective
on the valuation date, Since the previous valuation, the System has been amended as follows: (1) a sepavate fund has been created for the
life insurance benefit, which was previously part of the retirement System as a death benefit; (2) the System has beer amended to allow the
Board to allocate up to 3.25% of active members” salaries to the medical insurance fund; (3) the minimum 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 cffective July
1, 2001; and {4) a one-time 0.8% cost-of-living increase was granted effective July 1, 2000 and a one-time |.0% cost-of-living increase
was granted effective July [, 2001.

Since the previous valuation, the asset valuation method has been changed 10 a five year smoothed market related value of assets,

The financing objective of the System is that contribution rates will remain relatively level over time as a percentage of payroll. The
promised benefits of the System are included in the actvarially calculated contribution rates which are developed using the wnit credit
actvarial cost method with projected benefits. Five-year market related value of plan assets is used for actuarial valuation purposes. Gains
and losses are reflected in the unfunded accrued lability that is being amortized by regular annual contributions as a level percentage of
payroll within a 12-year petiod, on the assumption that payroll will increase by 4.0% annually. The assumptions recommended by the
actuary and adopted by the Board are in the agpregate reasonably related to the experience under the System and to reasonable expectations
of anticipated experience under the Systern and meet the parameters for the disclosures under GASB 25 and 27

We have prepared the trend information shown in the Schedule of Funding Progress in the Financial Section of the Annual Report and
Schedules A, B, C, and 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 Actuavies and has experience in
performing valuations for public retivement systeims, that the valuation was prepared in accordance with principles of practice prescribed
by the Actuarial Standards Board, and that the actuariai calenlations were performed by qualified actuaries in accordance with accepted
actuarial procedures, based on the current provisions of the retitement system and on actuarial assumptions that are internally consistent
and reasonably based on the actual experience of the System.

In our opinion the System is operating on an actarially sound basis. Assuming that contributions to the System are made by the employer
from year to year in the future at the rates recommended cn the basis of the successive actuarial valuations, the continued sufficiency of the
retirement fund to provide the benefits called for under the System may be safely anticipated.

Respectfully submitted,

4

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

Teachers'Refirement System of the State of Hentucky
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Report of Actuary on the Valuation
Prepared as of June 30, 2000
Section I - Summary of Principal Results

1. For convenience of reference, the principal results of the valuation and a comparison with the results of the
previous valuation are summarized below (all dollar amounts are $1 L000%) :

Valuation Date June 30, 2000 June 30, 1999
Number of active members 53,002 51,083
Annual salaries $ 2,123,743 $ 2,041,0463
Number of annuitants and beneficiaries 30,627 29,193
Annual allowances! $ 634,064 $ 570,722
Assets

Market value $ 12,817,111 % 12,473,048

Actuarial value $ 12,759,636 $ 11,958,584
Unfunded actuarial acerued liability $ 570,782 $ 320,647
Amortization period (years) 12 4

Non- Non-

Contiribution rates: University University University University

Pension Plan:

W N R R R NN N E RN EE K E W A

Normatl 13.86% 17.75 % 13.77% 17.92%
Accrued lability 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/A3% N/A39%
Medical Insurance Fund:
Mermber 0.75% 0.75% 0.75% 0.75%
State 4.00 4.00 2.40 2.40
Total 4.75% 4.75% 3.15% 3.15%
Tatal Contributions: 7
Member Statutory 8.375% 0.855% 8.375% 9.855%
State Statutory 11.625 13.105 11.625 13.105
State Special® 3.14 3.14 2.97 2.97
Total 23.14% 26.10% 22.97% 25.03%

Incledes cost-of-fiving aafjusfments efﬂctive tn"n'ougf? the valuation date.
2 Inchedes special appropriation of $07,044, 300 as of June 30, 2000 and $60,050,200 as of

(4
June 30, 1000 as a percentage of payrof.’. &é-d\lﬂj
ITANTS

3 Doath Beneﬁ'ts included in Pension Plan as o)(]eme 30, 1000,

Year EndedJune 30,2001
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ACTUARIAL SECTION =

2. Thevaluation indicates that comhined member and State contributions at the rate of 17.64% of salaries for
university members and at 20.60% for non-university members are sufficient to support the benelits of the
System. We strongly recommend that the State statutory rates and the additional special appropriations be
Con'tinuecl, with 0.75% being contributed to the Life Insurance Fund and 4.00% to the Medical Insurance
Fund. Comments on the valuation results as of June 30, 2000 are given in Section IV and [urther discussion
of the contribution levels is set out in Sections Vand VI.

3. Schedule Bofthis report outlines the full set of actuarial assumplions and methods employecl in the current
vahuation, Since the previous valuation ; the asset valuation method has been changcd from a modified market
Vaiue, which was calculated ]Jy multiplying the book value of assets lay the average ralio of market to book value
c!uring the previous five year periocl, to a five year smoothed market related value of assets. The actuarial value

of assets is ({evclope{l in Sc}ledule C.

4. 'Thevaluation takes into account the effect of amendments to the System cnacted tln‘oug]l the 2000 Session
of the Legislature and effective on the valuation date. Since the previous valuation, the System has been
amended as follows: (1) a separate fund has been created for the life insurance l)ene{it, which was previousl y
park of the retivement Systemasa death I)enefit; 2) the Sysi:cm has been amended to allow the Board to
allocate upto3.25% of active members’ salaries to the medical insurance {'und; 3) the minimum annual
retivement allowance has been increased from $310 per year of service to $325 per year of service effective
Iuly 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 grantecl effective }uly 1, 2000 and a one-time 1.0% cost-of—]iving increase was granted effective
]uly 1,2001. Provisionsof the System which were taken into account in the current valuation are summarized

in Schedule D.

Section II - MEMBERSHIP DATA

1. Data regar({ing the meml:ershjp of the S)rstelll foruse as a basis of the valuation were frmished ljy the Retirement
System office. The {oﬂowing table shows the number of active members and their annual salaries as oﬂune 30,
2000 on the basis of which the valuation was preparecl.

Annual

Group Number Salaries ($1,000)
Men 13,667 $ 616,044
Women 39.335 1,517699
Total 53,002 $ 2,133,743

he table reﬂects the active membersh ip Jor whom compn’ete saluation data was submitted. The
results of the valuation were adjusted to take account of inactive members and members )(m' whom
fncompfefe data was submitted.

Teachers’ Retirement System of the State of Kentucky
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2. The foﬂowing table shows the number and annual retirement allowances payaluie to annuitants and beneficiaries
o the roll of the Retirement System as of the valuation date.

The Number and Annual Retirement Allowances of
Annuitants and Beneficiaries on the Roll
as of June 30, 2000

Annual Retirement

Allowances?

Group Number ($1,000)

Service Retirements 26,554 $ 578,106

Disability Retirements 1,608 30,075
Beneficiaries of Deceased Members® 2,024 23,685
Total 30,186 $ 631,866

1 Tt addition, there are 441 hencficiaries entitled to term-certam on/y arnmyities fota.'ring
$2, 197,800 annyally.

i b o b o f of b o of o M W o W

2 Includes the ammual 1.5% cost—of-l'im'ng adjustient e)%ctiue Ji t{]y 1, 2000, as well as one-time
cost—of-fiving increases eff;chr've fm’y 1, 1900 and ]u’y 1, 2000.

3. 'Tables I and 2 of Schedule F (not shown in this report) give the distribution l}y age and ]:Jy years of service of the
number and annual salaries of active members included in the vaIua‘cion, while Tables 3,4and5 give the
number and annual retivement allowances of annuitants and beneficiaries included in the vaIuation, distributed

})yage.

Section III - ASSETS

1. Asof June 30, 2000, a ﬁve-year smoothed market 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 to
$12,817,111,178. This value excludes assets in the Medical Insurance Fund and the 403(h) Program Reserve

Funcl, which are not included in the assets used forvaluation purposes.

3. The five—}rear market related value of assets used for valuation purposes as of June 30, 2000 was

$12,759,635,558. Schedule C shows the development of the actuarial value of assets as of June 30, 2000.

YearEnded June 30,2001
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Section IV - COMMENT'S ON VALUATION

Schedude A of this report outlines the results of the actuarial valuation (arnoun’ts are $1 ; OOO’S). The valuation
was preparcd in accordance with the actuarial assumptions and the actuarial cost met‘hocL which are described

in Schedule B.

The valuation shows that the System has an actuarial accrued 1ia]oility of $6, 146,904 for benefits expected to
be paid on account of the present active memijership ; hased on service to the valuation date. The lial)ﬂity on
account of benefits payal)le to annuitants and beneficiaries amounts to $7,010,230 of which $523,032 is for
special appropriations remaining to he made toward £uncling minimum annuities and ad hoc increases gran’cecl
after 1981, The liability for benefits expected to be paid to inactive members and to members ent_i’cied to
deferred vested benefits is $173,194. The total actuarial accrued liability of the System amounts to
$13,330,418. Against these liabilities, the System has present assets forvaluation purposes of $12,759,636.
When this amount is deducted from the actuarial accrued liability of $13,330,418, there remains $570,782,

as the unfunded actuarial acerued lia]aifity.

"The normal contribution rate is equal {0 the actuarial present vahte of benefits accruing du_ring the current year
divided I)y the annual active members’ payro]i. The normal contribution rate is determined to be 13.86% of
payroﬁ for universily members and 17.75% for non-university members.

Section V- CONTRIBUTIONS PAYABLE UNDER THE SYSTEM

Section 161 540 of the retirement law PL‘OVi(leS that each undversity member will contribute 8.375% of his
annnal salary tothe System and each non-university member will contribute 9.855% of sa]a:ry. Of this amouut,
0.715% is paic]. to the Medical Tnsurance Fund for medical benefits leaving '7.625% for university membexs
and 9.105% for non-university members applicame for the retirement benefits taken into account in the

valuation.

Section 161.550 provicles that the State will match the member contributions and contribute an additional
3.25% of members’ salaries towards cliscilarging the System's unfunded o}aligations. The System was amended
as of]une 303, 2000 to allow the Board to allocate up to a maximum of the entire 3.26%to the Medical

Insurance Fl}ll(:l.

For pension Plan putrposes, the employer net statutory contribution rate is, tflerefore, 7.625% of active university
mem])ers’ salaries and 3.105% for active non-university members. Of this amount 0. 75% of payroﬂ will be
allocated to the Life Insurance Fund. In ad(lition, an appropriglion of ﬂi()z 044,300, or 3.14% oftotal
payroﬂ will be made E)y the State. The total employer contribution rate to the Pension Plan is, therefore ’
10.015% for university members and 11.495% for non-university members. The total member and empEoyer
contribution rates to the Pension Plan are shown in the {oﬂowing table.

Teachers’ Retirement System of the State of Kentucky
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Total Contributin Rates to Peasion Plan

Source University = Non-University
Member 7.625 o 9.105 95
State 10.015 11.495

Total 17.64 9 20.60 g

4. 'Thevaluation indicates that normal contributions at the rate of 13.86% of active university members’ salaries
are require(l to meet the cost of benefits currenﬂy accoruing The normal rate for non-university members is
17.75%. The difference between the total contribution rate and the normal rate remains to be ap plied toward
the liquida’cion of the unfunded actuarial acerued ha]al_hty This accrued ]ial)i}ity rate is 3.78% for university
members and 2.85% for non-university members. These rates include special appropriations of $67,04¢44,300
or3,14% of pa,yro]l to be made }3}! the State for the fiscal year en(lingjune 30,2000. These rates axe shown in
the £0Howing table.

ACTUARIALLY DETERMINED CONTRIBUTION RATES

i
f PERCENTAGE OF ACTIVE
| MEMBERS’ SALARIES
|
| |
Rate | University | Non-University
f
Normal : 13.86 o | 17.75 %
Accrued Liability* i 3.78 | 2,85
Total | 17.64 95 | 20.60 %
l i

*nchides special appropriations of $07,044,300 or 3. 14% of payroll to be made by the State
for the fiscal year ending June 30, 2000.

5. Theunfunded actuarial acerued liability amounts to $570, 782,000 as of the valuation date. Accrued liability
contributions at the rate of 3.78% of active university members’ payroﬂ and 2,.85% ofnon-university members’
payroli are sufficient to amortize the unfunded actuarial acorued 1ia13ih’cy over the 12 yearperiod commencing
June 30, 2000, based on the assumption that the Payrou will increase l)y 4.0% annuauy.

YearEnded June 30,2001
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Section VI - COMMENTS ON LEVEL OF FUNDING

1. Thebenefit percentage for non-university members is 2.0% for service accrued through Juiy 1,1983 and
2.5% for service accrued after that date. The total net contribution rate is 20.60% of payroﬂ for these members.
Tor university members the benefit percentage is 2.0% {for all service and the contribution rate is 17.64%.
Our calculations indicate that these contrihution rates will be sufficient to cover the basic benefits of the
System, the annual 1.5% increases in the allowances of retired members and Leneﬁciaﬂes, and the liahilities
for minimum annuitics, ad hoc increases and sick leave allowances granted after 1981,

2. 'The valuation indicates that the present statutory contribution rates and speciai appropriations are sufficient to
meet the cost of benefits curren%ly accruing and provide for the amortization of the unfunded actuarial accrued
liabd_d:y over a reasonable Jperiod of time. The net effect of the System experience, amendments and the change
in asset method has producecl an increase in the {-unc{ing period for the unfunded actuarial accrued ha})ility

FE

from 4 years to 12 years,

o

3. The System hasbeen operating on an actuariaﬂy sound basis. However, there are no excess assets or contributions
available to Provide additional benefits. Any further benelit improvements sho uld be a.ccompanie& Ly the
additional contributions necessary to support the benelits. &

Section VII - ANALYSIS OF FINANCIAL EXPERIENCE

The £oﬂowing table shows the estimated gain or loss from vasious factors that resulted in an increase of

$244,135,000 in the unfunded acerued liabil ity from $329,647,000 to $570, 782,000 clurlng the year
cncimg]une 30, 2000.

"'

ITEM  Amount of Increase/ E
(Decrgase) E
Interest (7.50%) added to previous unfunded acerued liability $24,724 B
Accrued liability eontribution {84,696} t
Experience: t
Valuation asset growth (650,652}
Pensioners’ mortality 24,495 t:
Turnover and retirements 192,834
T \\ New enirants 12,555 &
4 Dollar amounts Salary Increases 55,996 -
{ ] Method changes 636,232 .
it thousands) / E
\ Amendments 29,597 =
NS - Assumption changes 0
TOTAL $ 241,135

=

Teachers’ Retirement System of the State of Kentucky
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ACTUARIAL SECTION

1. Governmental Accounting Standards Board Statements 25 and 27 set forth certain items of requirecl
Supplementary information to he disclosed in the financial statements of the System and the employer. One
such item is a distribution of the number of employees ]Jy type of membh e]:s}lip, as{ollows:

Section VIII - ACCOUNTING INFORMATION

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

Retirees and Beneficiaries
currently receiving benefits

Terminated employees entitled
1o benefits but not yet
receiving benefits

Active Plan Members:

TOTAL

5,172
53,002

88,801

Another such item is the schedule of {:llll(‘[ing progress as shown below:

"R EEREEEREEEREEEREEEE R BN

Schedule of Funding Progress
(Dollar amount in thousands)

Actuarial Accrued

Liability (UAALasa
(AAL) Unfunded Percentage
Actuarial  Actuarial Vaiue of Projected Unit AAL Funded Covered of Covered
Valuation Assets Credit (UAAL} Ratio Payroll Payroll
Date (a) (1 {b-a) {a/b) ©) {_(b-a) fc)
06/30/91 3 4,255,123 5,852,915 1,593,792 72.8% 1,522,497 i04.7
06/30/92 4,808,670 6,649,716 1,841,046 723 1,669,228 110.3
06/30/93 5,454,581 7,173,717 1,719,136 76.0 1,696,901 101.3
06/30/94 6,006,636 7,779,919 1,773,283 712 1,748,141 1414
06/30/95 6,621,235 8,438,218 1,816,983 78.5 [,819,7738 99.8
06/30/96 7,624,699 9,178,577 1,553,878 83.1 1,877,888 82.7
06/30/97 8,789,911 9,906,260 1,116,349 88.7 1,925,047 58.0
06/30/98* 14,370,595 11,516,619 1,146,024 90.0 1,973,74% 58.1
06/30/99 11,058,584 12,288,231 329,047 97.3 2,041,463 . 16.1
06/30/00° * 12,759,636 13,330,418 570,782 95.7 2,133,743 26.8
* Reﬂecfs cfmnges in actuarial assumptions and System amendiments.
e Reﬂecfs m{mnge in asset valuation method and 8 ystent amend ments.
YearEnded June 30,2001




3. The information presentecl in the required supplementary Schedules was determined as part of the actuarial

L
ACTUARIAL SECTION I
B
B
valuation at Jume 30, 2000. Additional information as of the latest actuarial valuation follows, i

Im

Valuation DALE ..ocveereciciacnssessiesiesiesien e e iessssssnesss s e sestensensensessassense 06/30/2000
Actuarial cost method ... s e Projected unit credit
Amortization Method ..o Level percent of pay, open
Remaining amortization Period ... 12 years
Asset valuation method ..., 5-year smoothed market

Actuarial Assumptions:

ORI oE O o

Investment Rafe of REIIIN ....ccvvcvriveiirsrvsrmermmisniresmresiessssisssssssssrssness s ssssrarsnes 7.50%

Projected Salary INCreases™® ...vieneneneiconnien e cessmsienerssies s 4.00 - 8.10%

Cost-of-Living AdJustiment ..o 1.50% Annually
*Includes INflation At .......ceververenivrrnssrerirsrssiserresrerresissrerestossestssrrsreseerersassens 4.00% &
K-
B
B
B

TREND INFORMATION
i
Annual Pension Percentage of Net Pension |
Year Ending Cost (APC) APC Contributed Obligation (NPO)

June 30, 1998 $204,323,253 100% $0 E
June 30, 1999 $288,543,990 100% $0 E
June 30, 2000 $ 911,286,811 100% $0 ;
K-
2w
Ec
Teachers’ Retirement System of the State of Kentucky
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ACTUARIAL SECTION
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SCHEDULE A

Results of the Valuation
Prepared as of June 30, 2000
($1000)

1. ACTUARIAL ACCRUED LIABILITY
Present value of prospective benefits payable int respect:
(a) Present active members:
«  Service retirement benefits $ 5,821,325
»  Disabilify retirement benefits 174,084
»  Death and survivor benefits 60,984
«  Refunds of member contributions 90,601
Total $ 6,146,994
{(b) Present inactive members and members
entitled to deferred vested benefits: 173,194
(c) Present annuitants and beneficiaries
«  Service retirement benefits $ 6,527,103
+  Disability retivement benefits 252,442
«  Death and survivor benefits 230,595
Fotal 7,010,230
(d) Total actuarial accrued liability $ 13,330,418
2, PRESENT ASSETS FOR VALUATION PURPOSES 12,759,636
3. Unfunded Actuarial Acerued Liability
[(1) MINUS (2)] $570,782
4. NORMAL CONTRIBUTION RATE
NON-
UNIVERSITY UNIVERSITY
19,806 2
(a} Actuarial present value of benefits $19,89 # 353,275
aceraing annually
143,558 1,690,18
(b) Annual payroll of active members 45,55 990,15
13.86% 17.75%
(c) Normal contribution rate 3507 7757
[4(a) divided by 4(b)]
YearEnded June 50, 2001



ACTUARIAL SECTION

SCHEDULE B

Outline of Actuarial Assumptions and Methods

Investment Rate of Return: 7.5% per annun, compouncled an_nua]ly.

Sﬂ]ary Tncreases:: Representative values of the assumed annual rates of future salauy increases are as follows

and include inflation at 4.0% perannurn:

Age 20 25 30 35 40 45 50 55 60 65
Annual 8.10% 7.20%  6.20% 550% 5.00% 4.70% 4.50%  4.30% 4.20%  4.00%
Rate
Separaﬁons From Service: : Representative values of the assumed annual rates of cleatll, c[isal)ility, Wi’chclrawal,

service retirement and early retirement are as follows:

MEN: Annual Rate of ...
I I | l SERVICE | EARLY
AGE | pEATH | DIsaBLITY | WITHDRAWAL | RETIREMENT* | RETIREMENT
| | | | |
i 1 o o | |
20 | 0059 .01% 7.16%
25 | .014 i .01 | 7.45 | |
30 | o023 | .01 | 6.46 | |
35 046 | .05 | 449 | |
40 | 068 | 07 i 3.11 | ]
45 | .091 .10 2,12
50 | 49 | .20 | 158 | 10.00% |
55 | 308 | 1.20 i | 17.00 | 4.00%
60 .535 | .05 1 | 20.00 |
62 ! 626 .03 27.00
65 [ 808 E I i 45.00 |
70 | i | I 100.00 |
| I | I |
* It is also assumed that an additional 15% of men will retive in their fivst year of eligibility if before age 00.

‘Teachers’ Retiremnent System of the State of Kentucky




ACTUARIAL SECTION

8
|
i
;| WOMEN: Annual Rateof...
i | ' | | I service | EARLY
AGE ! DEATH | DISABILITY | WITHDRAWAL l RETIREMENT*! RETIREMENT
. | I I
-t 1 !
8 | : ! w | l
@ 20 | -004% | 01% | 5.66 % | |
25 I .008 01 6.84 l
30 o022 | .01 | 6.30 |
@ 35 I 035 | .04 I 4.08 | I
40 f 056 .09 2.01 l !
i | 45 | .065 E 18 | 1.92 i
50 ! .078 | .29 [ 1.57 | 10.00% [
i | 55 | 100 i 60 | | 17.00 | 5.00%
60 143 | .25 I 20.00 I
m 62 | 161 .06 | 22.00
65 | 187 | | [ 35.00 |
i | 70 | [ i | 100.00 ;
l | | ! |
* It is also assumed that an additional 20% of women will retire in their first year of ehgibility if before age OO,

Deaths After Retirement: Representative values of the assumed annual rates of death after service and disal)i]ity

retirement are as follows:

; Service Retirement E Disability Retirement
Age l MEN WOMEN | MEN WOMEN
40 | 1% [ 1% t 5.1 | 4.5%
Annual Rate of 50 | 4 | 2 51 | 4.5
Death After... 35| S 2 5L 45
60 1.1 4 %1 4.5
65 | R 7 51 | 45
70 | 3.1 , 1.4 | 5.1 | 4.5
75 4.6 2.6 54 4.5
8o | 70 | 44 | 78 | 55
85 | 1.0 [ 7.5 | 12.3 | 9.4
90 16.8 12.8 9.1 15.9
95 I 23.2 | 21,1 l 29,2 I 26.2
i | | !

Actuarial Method: Unit Credit Actuarial Cost Method with proj ected benefits. Actuarial gains and losses are
reflected in the unfunded actuarial accrued ]_ia}::iiity.

Assots: F'Ne~yeal' market related actuarial Valuo, as ({eveloped in Schedule C. The actuarial value of assets
recognizes a portion of the difference between the market value of assets and the expectecl actuarial value of assels,
hased on the assumed valuation rate of return. The amount recognized each year is 20% of the difference between
market value and expecteci actuarial value. Prior to the ]une 30, 2000 valu ation, modified market value was used.
This value was calculated 1)y mulﬁplying the book value of assets available forvaluation purposes i)y the average ratio
of market to book value duﬂng the five years emling on the valuation date.

Expense Load: None

Percent Mazrried: 100%, with females 3 years younger than males.

YearEndedJune 30, 2001
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ACTUARIAL SECTION

SCHEDULE C

Development of June 30, 2000
Actuarial Value of Assets

1. Actuarial Value of Assetr on June 30, 1999 $ 11,958,584,375
2. 1999/2000 Net Clash Flow
a.  Contributions &14,436,002
b Dishursements 620,664,381
o NetCashFlow %
(2a- (2)b {106,228,2.89)

3, Expec{cd Investiment Return

[(1) x.078] + [(2)e x .0375) 892,910,567 e

4. Expected Actuarial Value of Assets

on June 30, 2000 i

(1} +(2) e+ (3} 12,7456,266,653 &

5. Market Value of Assots on June 30, 2000 12,817,111,178 )

6. Buess of Market Value over ExpectedAcf:uarial Value E

(6) - (4) 71,844,525 &

7. 20% Adjustment towards Market Value &
20x(6) 14,368,905 ’

8. Actuarial Value of Assets on fune 30, 2000 ijE
() + (D) ' $ 12,759,635,558 V

£=

k=

k=

)

iy

Teachers Retivement Systern of the State of Hentucky
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ACTUARIAL SECTION

SCHEDULE D

Summary of Main System Provisions
As Interpreted for Valuation Purposes

The Teachers’ Retirement System of the State of Kentuciay was established on Ju 1y 1, 1940. The valuation
took into account amendments to the System effective thmugh]une 30,2000. The {oilowing sununary describes
the main benefit and contribution provisions of the System as interpre’ce& for the valuation.

DEFINITIONS

“Final average salary" means the average of the five ilighesl; annual salaries which the member has received for
service in a covered position and on which the member has made contributions or on which the pu]alic Ir)oarcl,
institulion or agency has piclecd up the member contributions. Fora member who retires after attaining age 55
with 27 years of service X “final average salary" means the average of the three f}igims’c annual salaries.

BENEFITS

Service Retirement Allowance

Condition for Allowance: Completion of27 years of service or attainment of age 55 and 5 years of
service.

Amount of Allowance: The annual retivement allowance equals the sum of:
(a) 2% of final average Sa]ary multipheé Jay service after Ju iy 1, 1941, plus
(b) $100 multipliec[ ]jy credited service prior to Jllly 1, 1944,

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

2 .5% 0{: E_nal average Salal‘y.

The annual allowance is reduced ]Jy actuarial equivaient factors from the earlier of age 60 or the date the
member would have completed 27 years of service

The minimum annual service retiement allowance is the greater of:
(a) $325.00 muitipliecl l)y credited service, or
(}]) For a member who has attained age 60 at retirement, $90000

Year Ended June 30, 2001




ACTUARIAL SECTION

Disability Retirement Allowance

Condition for Allowance: To’ta]ly and pennanently incapab]e of being employecl as ateacher and under age 60
but after comp]eting 5 years of service. '

Amount of Allowance: The clisai)ﬂity allowance is equal tothe greater of the sexvice retirement allowance or
60% of the member’s final average saiary. The clisal)ili{:y allowance is payai)le over an entitlement perioc[ equai
to 28% of the service credited to the member at the date of clisa})ility or five years, whichever is 1onger. After
the &isal)ility entitlement period has expirecl and if the member remains disabled ; he will be retired under
service retirement. T he service retirement allowance will be computed with service credit given for the pel'iod
of clisability retivement. The allowance will not be less than $6,000 per year. The service retivement allowance
will net be reduced for commencement of the allowance before age 60 or the compleﬂon of 27 years of service.

Benefits Payable on Separation from Service

Any member who ceases to be in service is entitled to receive his contributions with allowable interest. A

memberwho has completetl 5 years of creditable service and leaves his contributions with the Sys’cem may be
continued in the mem]Jership of the System after separation from service, and file apphc ation for service
retirement after the attainment of age 60.

Dea{']l Beneﬁts

A separate Life Insurance fund has been created as of June 30, 2000 to pay benefits on hehalf of deceased
KTRS active and retived members.

Chptions: In liew of the regular Option 1, a retirement allowance paya])le in the form of a life
annuity with refundable balance , any member before retirement may clect to receive a reduced
allowance which is actuariaﬂy cquiva[ent to the full allowance, in one of the fouowing forms:

Option 2. A single life annuily payal)le cIuring the member’s lifetime with payments for 10 years
cerlain,

Option 3. At the death of the member his allowance is continued throughout the life of his
I)eneﬁciary.

Option 3(a). At the death of the IJCIIC{:iCiELI‘y (Jcsignatec{ })y the member under Op’cion 3, the

mem]jer’s benefit will vevert to what would have been paicl had he not selected an oplion,

OQ‘Eion 4. Atthe death of the member one half of his auowance is continued t}u‘oughout the life
of his I)eneﬁciary.

Option 4(a). At the death of the ljeneﬁciary designated })y the member under Option 4, the

member’s henefit will revert to what would have been paicl had he not selected an option,

Post-Retivement Acliu stments

The retirement allowance of each retired member and of each laene{iciary shall be increased })y 1-1/2% each

July 1.

Teachers’ Retirement . System of the State of Renfucky
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ACTUARIAL SECTION

CONTRIBUTIONS

Member Contributions

Univcrsity members contribute 8. 375% of salary of which 7. 626% is contributed to the Retivement System
and 0.75% is contributed to the Medical Insurance Fund. Non-university members contribute 9.855% of
sa]ary of which 9.105% is contributed to the Retirement System and 0.75% is contributed to the Medical
Insurance Fund, Member contributions are picleed up ]Jy the cmployer.

Solvency Test
(in millions of dollars)
Aggregate Accrued Liabilities For
(1) (=) {3)
Active Members
Active Retirants (Employer
Member and Financed Valuation
Fiscal Year Contributions Beneficiaries Portion) Assets
1995 $ 1,6017 $ 3,2815 $ 3.236.8 $ 6,621.2
1996 1,805.3 4,018.2 . 3,355.0 7:624.7
1997 1,893.5 4,575.5 3,437.3 8,789.9
1998 1,067.2 5,680.4 3,869.0 10,370.6
1999 2,051.1 6,291.7 3,945.4 11,958.6
2000 2,128.4 7,183.4 4,018.6 12,759.6
Fiscal Year (1) (2) 3)
Portion of 1995 100 % 100 % 51 %

Accrued 1996 100 100 54

Liabilities 1997 100 100 68

Covered 1008 100 i 100 70

by 1999 100 100 92

Assets 2000 100 100 86

EEREANN AN AR D R RN E s e NN E W

Year Ended June 30, 2001
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Fiscal
Year

1995
1996
1997
1908
1999
2000

Schedule of Active Member Valuation Data

(1)

Number of
Active
Members

50,903
51,429
51,207
51,677
51,983

53,002

(2)

Total Annual
Payroll

1,819,778,000
1,877,888,000
1,925,047,000
1,973,749,000
2,041,463,000
2,133,743,000

$

(3)

Average
Annual

(4)

% Increase
{Decrease)

Pay in Average Pay

35,750
36,514
37627
38,194
39,272
40,258

2.8 %
2.1
2.8
1.8
2.8
2.5

Schedule of Retirants, Beneficiaries and Survivors

Added to and Removed from Rolls

Adkd Remove Ruolis Fnd-
fo Rolls froen Bolls ofkYear

Annual Annunal Annual
Fiscal | Allowances | Allowances | Allowances
Year | Number (Millions) | Number  (Millions) | Number (Millions)
1995 ; 1,973 $49.2 : 903 $10.1 : 23,934 $350.9
1996 1,910 50.1 967 114 24,877 389.5
1997 | 2,383 629 | 976 1.6 | 26,284 440.8
1998 | 2,500 66.7 | 1,040 134 | 27,744 494.1
1999 | 2,415 739 | 998 139 | 29,161 554.0
2000 | 2,462 79.2 | 1,008 141 | 20,615 619.2

% Increase Average

Fiseal i in Annual Annual

Year | Allowances  Allowances

1995 | 126 $ 14,659

1996 | 1.0 15,658

1997 i 13.2 16,771

1998 121 17,800

1999 | 121 19,000

2000 | 11,8 20,226

I

Teachers Retirement. System of the State of Kentucky
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Executive Secretary
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‘Rachers” Retirement System of the State of Kentucky
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STATISTICAL SECTION

Average Monthly Benefit Payment

1897 1998 1999 2000

Service B Disability Ml Beneficlaries 0 Survivors

B All Refirees

Year Ended June 30, 2001




STATISTICAL SECTION

Average Sick Leave Payment
(In Millions of Dollars)

Summai‘y of Personal Check Payments
{In Millicns of Dollars)

.

...-..............SD."'
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STATISTICAL SECTION

Summary of Revenue by Source
(InMillions of Dollars)

zzzZ Contributions by Members === Convibutions by E mployers —#—lnvesmentincome

Summary of Revenue

by Source
CONTRIBUTIONS BY EMPLOYERS
YEAR CONTRIBUTIONS INVESTMENT
BY MEMBERS % of Covered INCOME TOTAL
Dollars Payroll
1995-96 $ 201,890,485 $ 307,111,462 16.359, $ 772,668,343 $1,281,670,290
1996-97 212,571,963 328,607,418 17.07 1,546,473,337 2,087,652718
1997-98 7 218,147,253 329,493,235 16.85 1,833,833,069 2,381,473,557
1998-99 229,327,245 334,712,004 16,40 1,277,114,068 1,841,153,317
1999-00 239,542,127 360,233,457 16.88 458,000,877 1,057,776,461
2000-01 248,720,484 372,537,868 16.83 (99,579,273) 521,679,079
Year Ended June 30, 2000




STATISTICAL SECTION

YEAR

1995.96
1996-97
1997-98
1998.99
199G-00
2000-01

Summary of Expenses by Type
(In Millions of Dollars)

Benefits & Insurance Premiwms
& Processing Charges

1996 1997 1998 1999 2000

18 Bergfts B Irsrree Previsers & Procsivg Chrgs |

19%6

Refunds & Administration

1997 1998 1999 2000 2001

@ Refind € Adbrinistrion |

BENEFITS

$ 388,760,547

431,697,292
491,442,664
547,385,965
609,422,333
674,042,865

INSURANCE PREMIUMS &  REFUNDS

PROCESSING CHARGES
$ 61,607,051 $ 8,418,031
67,962,768 33,319,583
62,686,420 9,525,548
70,354,071 9,089,605
80,363,492 11,438,790
88,156,912 10,679,136

ADMINISTRATION

$ 3,575,187
3,487,717
3,997,314
4,622,908
4,869,623
5,960,036

Teachers’ Retirement System of the State of Hentucky
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Schedule of Benefit Expenses by Type

STATISTICAL SECTION %

194448
1948-52
1962-56
1956-60
1960-64
1964-68
1968-72
1972-76
1976-80
1980-84
1984.-88
1988-62
1992-96

1996-97
1997.98
1998-99
1999-00
2000-01

* Includes benefit and ecfund expenses of the tax-sheltered anmuity plan.

Total
Member.
Contributions

3,184,178
4,051,458
7,267 163
14,970,061
25,045,897
49,957,299
82,922,869
120,349,350
189,072,371
272,744, 77
413,932,416
602,399,432
756,817,769

206,462,720

211,161,650
217,872,677
228,466,973
232,084,317

Summary of State Match
and Supplemental Appropriations

Erzipiojréi'/ ._

Federal

Payments .~

2,042,014
6,04k, 305
8,019,216
12,044,186
16,334,037
21,417,604
119,352,211

154,296,351(2)

41,264,724
41,757,997
42,658,177
45,356,991
43,818,800

'R.(;_(:ll.'lir.e(i.State:' ' Réquirc.d_'- - Required

. Match.:: Supplemental  Sick Leave

Total State

Year Service Disability Life
Ended Retirants Retirants Survivors Insurance Refunds
June30, 1992 | $ 232,027,180 $ 11,806,196 $ 5,710,289 1,627,527 | $6,516,430
© June 30, 1993 260,267,306 13,657,646 6,379,427 1,848,216 6,714,014
June 30, 1994 286,963,990 15,188,244 6,962,111 2,085,691 6,690,605
June 30, 1905 321,855,622 17,328,942 7,483,006 1,808,670 8,528,796
June 30, 1996 359,085,382 19,601,323 7,834,003 2,178,939 8,418,031
June 30, 1697 399,493,437 21,775,003 8,204,891 2,123,959 33,319,683 #
June 30, 1998 466,467,869 24,308,495 8,375,394 2,203,906 9,625,548
June 30, 1999 509,873,252 26,464,287 8,718,626 2,329,800 9,089,605
June 30, 2000 568,608,419 29,148,420 9,322,682 2,350,600 11,438,790
June 30, 2001 627,693,740 32,233,070 10,008,656 4,110,400 10,679,136

for Member Contributions to Teachers’ Retirement System

(Deficit)
Surplus

Contributiois. Appropriation Payments  Appropriation  State Funding

3,184,178
4,951,458
7,267,163
14,570,061
25,045,897
47,915,235
16,878,008
112,330,134
177,028,185
256,409,836
392,514,811
483,347,221
602,521,418

165,197,996
169,403,663
175,214,500
183,099,982
189,168,517

75,010,028
109,622,111
141,251,827
133,545,987
213,030,177

58,543,960
£9,838,776
61,828,816
65,189,042
67,154,519

5,197,234
13,341,243
28,078,117
53,308,591

24,728,601
18,480,413
see (1)

3,039,007
5,000,348
6,404,102
14,963,272
25,938,763
45,317,604
80,091,951
111,665,085
256,784,030
378,667,011
515,932,177
634,358,200
854,138,311

243,977 408
253,962,432
240,946,421
251,615,023
266,140,180

(145,160)
{139,390)
(773,002)
(7.680)
(7,134)
(2,597,501)
3,213,946
(66, 44}
4,745,817
7,437,831
(31,175,706)
(11,537,557)
(14,751,875)

(4,493,079)
6,239,590
3,903,105
3,325,999

(1,179,850)

(1) The slate under-appropriation at June 30, 2001 is $1,179,856. The state appropriations for the 2000-2001 year's sick leave

deficit will be amortized over a 15-year period. The sick leave deficit is not incheded in the 2000-2001 under-appropriation caleulation.

(2) Beginning with the 1988-89 fiscal year, the Department of Hducation and the state universities were responsible for matching their

members' contibutions with the slate rei mbursing the respective agencies in theirnormal lmr]get appropriation.

79
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Summary of Fiscal Year 2000-2001
Retiree Sick Leave Payments
ACTUARIALRATE
Grand Total Members Retiting 2,060
Total members receiviag sick leave payments 1,551
Total amount of sick leave payments @ 9.855% contribution eate $ 15,381,004.46
Average payment per retiree $ 9,916.83
Total increase in final average salary base §  3,986,696.03
Average increase in FAS % 2,570.40
Total service credit of retirees 42,400.58
Average service credit of retitees 27.34
AVERAGE YEARLY ANNUITY $ 1,636.83
AVERAGE MONTHLY ANNUITY $ 136.40
ANTICIPATED LIFETIME PAYOUT OF ADDITIONAL ANNUITY $ 31,958,386.76
Funding of Additional Payout
Member contributions  9.855% x Sick Leave Payment $ 1,515,797.99
State Contributions  13.105% x Sick Leave Payment 2,015,680.63
TOTAL Member-State Contributions §  3,531,478.62
DEFICIT
Anticipated additional payout $  31,958386.76
Less total member & state contributions 3,531,478.62
Subtotal unfunded debt 28,426,908.14
Less current year approptiations $ 3,698,800.00
TOTAL DEFICIY $ 24,728,108.14 *
# The sick leave deficit for June 30, 2001 will be amortized over a fifteen year period,

‘Teachers’ Retirement System of the State of Rentuchky
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STATISTICAL SECTION

95
5
61
23
78
39
6
7
1

701
129
2

4
69
361
9
20
20
9
20
n
27
12
40
45

Alabama
Alaglea
Avxizona
Arkansas
California
Colorado
Connecticut
Delaware
District of
Columbia
Flosida
Georgia
Hawail
Idaho
inois
Indiana
Iowa
Kansas
Louisiana
Maine
Maryland
MELSSEECLUSG{I[ZS
Michigan
Minnesota
Mississippi
Missouri

14

10
11
31
131

387
16
14
25

60

480
113
11

90
17
58

Montana
Nebraska
Nevada

New Hampshire
New IerSey
New Mexico
New York
North Carolina
North Dakota
Chio
Oklahoma
Oregon
FPennsylvania
Rhode Tsland
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
%S}ﬁngton
West Virginia

Wisconsin

Wyoming

Distribution of
Retirement Payments
Worldwide

As of June 30, 2001

Additional Distribution Qutside USA

4 2 MEXICO

2 MILITARY APO 1 PHILIPPINES

1 SWITZERLAND TURKEY
TOTAL: Qut of State c.oovovivieeieeeeeeeeeeeee et 3,303
"TOTAL: Out of State Payments .......cocoovveverenennnne, $4:7,961,307
"TOTAL: Number of Pagments ..........coooooiiiiiiiiiiic, 33,118
GRAND TOTAL: Amount of Payments................ $669 877,105

YearEnded June 30,2001
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STATISTICAL SECTION i
Distribution of Retirement Payments Statewide ;
as of June 30, 2001 E
County Total Number of
Name Payments Recipients E
Adair 3,109,637 166 E
Allen 2,614,061 123 E
Anderson 2,250,450 114
Ballard 1,404,095 67 7
Bairen 6,014,808 300
Bath 1,943,403 103
Bell 6,337,229 331 |
Boone 10,725,871 Abd i
Bourbon 2,944,741 146
Boyd 8,520,481 410 &
Boyle 5,004, 764 252 .
Bradken 997 886 &1 E
Breathitt 3,776,812 190 %
Breckinridge 2,366,139 115 A
Bulli 6,086,502 257 E}:
Butler 1,421,348 78
Caldwell 2,213,861 116 B
Calloway 0,323,474 446 __
Canmpbell 9,106,737 417 iz
Cadisle 647,221 37 ‘
Canoll 1,136,486 57 &
Carter 4«,863,731 247 -
Clasey 2,340,387 131 £
Chyristian 7,237,874 357 &
Clarte 4,206,606 208
Clay 4,487,331 239 B
Clinton 2, 174*, 770 104
Crittenden 880,083 47 &:
Cumberdand 1,199,268 61
Davicss 16,488,399 734 for
Edinonson 1,167,643 o1 ;
Elliote 923,503 54 s
Fetill 1,722,901 04 .
Fayette 37,2453,486 1,719 E:
F]enﬁng 2,009,957 104 gl
Floyd 9,615,551 475
Franklin 10,603,693 608 :
Falton 1,136,100 58
Gallatin 333, 762 14
Carvard 2,127,356 106
Grant 2,251,238 105

Teachers’ Refirement System of the State of Kentucky
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STATISTICAL SECTION

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

County Total Number of
Name Payments Recipients
Graves 4,749,518 234
Crayson 3,563,381 178
Creen 2,009,417 103
Greenup 5,823,040 218
Hancocle 1,208,179 56
Hardin 10,686,189 4806
Harlan 7,032,486 336
Tarrison 2,825,680 146
Hart 2,166,855 103
Henderson 6,016,002 279
Henry 2,598,699 134
Hickman 441,921 28
I’Iopleins 7,017,428 337
Jackson 1,916,604 111
Jefferson 100,996,133 4,386
Jessamine 3,971,171 190
Johnson 5,395,146 257
Kenton 11 ,863 , it 552
Knott 3,540,686 186
Kuox 4,237,142 210
Larue 2,409,553 104
Lauzel 7,257,750 381
Lawrence 1,840,622 99
Lee 1,228,087 T2
Leslic 2,387 446 126
Lctcller 6 , 1 69 ,782 295
Lewis 3,034,772, 148
Lincoln 4,331,420 204
Livingston 1,187,008 69
Logan 3,657,410 199
Lyon 1,586,987 79
Madison 1 7, (054,635 793
Magoffin 2,421,863 124
Marion 2,239,216 112
Masshall 5,012,905 233
Martin 1,804,128 99
Mason 2,686,493 123
McCracken 10,462,709 498
McCreary 3,447,713 189
Mel ean 1,439,893 69
Meade 2,216,602 90
YearEndedJune 30,2001




STATISTICAL SECTION

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

P

FEY

County Total Number of

Name Payments Recipients i

Menifee 834,665 a0 %

Mercer 3,667,004 192

Metcalfe 1,94*2,.687 97

Monmoe 2,754,049 140 5
Montgomery 3,385,073 161 X

Morgan 2,446,113 121 i
Niuhlenberg 45.380, 934 213

Nelson 4,907,251 228 E
Nichalas 891, 612 42 g
Ohio 2,694,687 140

Olcﬁ'lam 5 P 418 B 610 264 E
Owen 971,121 56

Owsley 1,788,603 85
Pendleton 2,101,450 99

Perry 8,720,790 306 I
Dike 14,315,647 697 )
Powell 1,675,647 77 &
Pulask 10,283,500 515 -
Robertson 195,769 12 b
Rockcastle ‘ 2,756,741 144 -
Rowan 7,288,271 336 :

Russell 3,213,108 168 %
Scott 3,889,611 177

SheE)y 4,806,693 235 &
Simpson 2,344,084 116

Spencer 1,381,204 66 n
Ta_ylor 3,889,647 195

Todd 1,589,544 84 i
Trigg 2,248,635 107

"Trimblo 687,221 33 e
Union 1,913 ,369 95

Whrren 22,362,810 1,069

W?ashjngton 1,729,031 90 &
Whyne 3,760,640 184 '
Wehster 1,716,723 92 %
Whitley 8,470,807 433 ,
Welfe 2,009,392 104 F
Woodford 3,690,969 165

Total in Kentucky $ 621,916,398 290,815

Teachers’ Retirement-System of the State of Kentucky
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STATISTICAL SECTION

School Districts Electing to Pay for Sick Leave
Under KRS 161155(8) for Fiscal Year 2000-2001

County School Number of Total Additional
District Members Compens ation
Adair 11 78,864.69
Allen 7 68,713.85
Anderson 3 46,225.15
Ballard 3 44, 706.25
Barren il 120,508.89
Bath 5 51,483.00
Bell 9 71,193.41
Boone 27 300,838.53
Bourbon 7 54,7647
Boyti i0 53,074.19
Boyle 12 143,982.45
Bracken 5 43,491.32
Breathitt il 141,631.46
Brecl'einri&ge 11 121,881.49
Bullitt 21 211,360.51
Butler 3 24*,924!.70
Caldwell 5 60,749.'16
Cauoway 10 103,164.98
Camphell 17 145,568.30
Caxlisle 3 26,892.94,
Carroll 2 17,%21.06
Carter 9 85,3004_'6
Casey 5 32,730.81
Chyistian 30 249 A 13747
Clark 16 138,505.34
Clay 15 81,691 .42
Clintor 3 21,351.29
(rittenden 2 5,012.27
Cumberland 3 23,320.18
Davicss 2 253,829.62
Edmonson 5 24,660.78
Elliott 2 25,759.61
Hatill 8 69,306.66
Fayctte 93 1, 058 ,035.82
Flenﬁng 7 112,002.13
Floyd 14 85,197.68
Franldin 21 153,006.18
Fulton 1 471.13
Garrard 3 33,()37. 04
Crant 7 30 ,035.62
YearEnded June 30,2001




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
Graves 4 51,143.68
Crayson 13 109,588.43
Green 5 489,873.97
Greenup 12 126,691.93
Hancock 4 73,478.03
Hardin 18 146,493.76
Hazlan 12 59,388,556
Hasrison 16 115,54:..94
Hart 8 96, 005.78
Hendersen 7 79,833.19
Henry 8 40,689.70
Hidkrman 6 77,412.27
I'Ioplzi.ns 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 32,56871.772
Knox : 1L 68,990.98
Larue 4 47,603.95
Laurel 22 139,743.76
Lawrence 8 55,604.48
Tee 2 24,749 47
Leslie 2 0777.77
Letcher 9 49,345 .40
Lewis 5 60,871.13
Lincoln 6 79,089.80
Livingston 5 37,533.04
Logan 14 101,883.11
Lyon 2 31,165.20
Madison 27 360,188.75
Nlagoﬂ_:in 9 85 ,930. ]_0
Marion 11 103,891.23
Manshall 8 01,771.89
Martin 4 20,422.72
Mason iz 125,449.13
McCracken 12 108,826.07
McCreary & 32,172.40
McLean 7 42,342.87

‘Teachers’ Retirement System of the State of Kentucky
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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 73,746,072
Menifec 2 14,363.78
Mercer 3 27,278.03
Me’tc}aife 4 39,076 11
Monroe & 07,530.20
Montgomery 8 64,358.38
Morgan 6 40,327 34
i\/lul]lenl)erg 1 9 206, 90593
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
Pike 23 124,369.36
Powell 6 30,102.80
Pulaski 15 104,754 46
Robestson 2 23,219.95
Rockeastle S} 34,503.20
Rowan 5 46,159.41
Russell 10 78,194.32
Scolt 6 47,5650.42
Shelby 11 110,614.94
Simpson 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
\Vasiﬁngt(m 4 56,322.68
Wayne 4 50,418.98
Webster 8 81,900.86
Whitley 7 65,503.90
Wolfe 1 11,637.49
Woodford 6 49,014.81

Year Ended June 30, 2001




STATISTICAL SECTION

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

City School Number of Total Additional
District Members Compensation iz
Ashland 9 119,451.54
Augusta 2 10,082.59
Bards’cown 2 19;257.741 @
Berea 2 10,658.10
Powling Green 5 46,590.87 =
Burgin 1 5,208.12 e
Camp]oeﬂsviﬁe 3 30,563.67
Ca.ver a 4‘ 51 ' 39?. 87
c1overport 2 18,7714, 26 &
Corbin 4 27,380.38 -
Covington 10 02,805.16 -
) Dan\dﬁe 7 62-, 78271 -
Dawson Springs 4 49,92826 i
Dayton 2 21,544.91 o
Frlanger-Elsmere 6 46,464.94 =
Fairview 3 47,751.20 _
Fort Thomas 5 20,013.40 2=
Frankfort 1 3,089.55 BT
Fulton 2 30,983.97 b
Glasgow 5 49,005.73
Harlan 1 10,759.72,
Harro&slmxg 1 2,80051
Hazard 4 60,561.34
Ludlow 4 60,505.32
Nia}r{ielcl 5 40,734.04:
Middleshoro 8 71,187.01
Monticello 1 11,011.21
Muaray 6 91,321.66
Newporf: 10 127,256. 12
O\VBHSI]OIO IO 112,332-32
Paducah 10 119,349.97
Paintsville 1 4,202,564 =
Pikeville 3 25,634.40 -
Providence 2 7,461.70 g
Raceland 1 19,662.10 =
Russell ] '75,330.64 S
Russellville 5 76,073.96 =
Somerset 1 10,5458.86
Sou’chgate 4 45,013.29
Walton-Verona 2 38,790.46
Wﬂliamsljurg 1 13,303.81
KY School Boards 1 3,666.01
Olio Valley 1 8355.15
Total For All Districts 1,551 $ 15,381,004.46

Teachers’ Retirement System of the State of Kentucky
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STATISTICAL SECTION

Schedule of KTRS Annuitants by Type of Benefit
as of June 30, 2001

NN R R A RO A R K N o o R Mo EE  K E e R

Type of Retirement®
Amount of Monthly Number of
Benefit ($) Annuitants 1 2 3 4 5
1-200 1,430 621 11 527 55 216
201 - 400 1,183 1,022 7 36 118 0
401 - 600 1,077 847 19 22 139 0
601 - 800 1,338 934 193 0 211 0
801 - 1,600 2,048 1,643 150 0 255 0
1,001 - 1,200 2,098 1,800 125 0 173 0
1,201 - 1,400 1,987 1,676 150 1 160 0
1401 - 1,600 2,205 1,941 138 1 119 0
1,601 - 1,800 2,403 2,068 220 3 2 0
1,801 - 2,000 3,041 2,691 261 9 90 0
Over 2,000 13,084 12,370 449 18 247 0
TOTALS 31,894 27,619 1,713 617 1,729 216
*Type of Retivement
1 - Normal Retirement for Age & Service
2 - DisbilityRetirernent
3 - SurvivorPayment-ActiveMember
4 - Beneficiary Payment-Retived Membey
5 - Mentally Disabled Child
Distribution of Active Contributing Members
as of June 30, 2001
By Age By Service
Age Male Female Years of Service Male Female
20-24 268 1,231 Lessthan 1 511 1,411
25-29 1,506 5,102 1-4 3,483 10,737
30-34 1,780 5,649 5-9 2,913 8,604
35-39 1,685 5,004 10-14 1,997 6,385
40-44 1,732 5,765 i5-19 1,413 4,650
45-49 2,519 7,629 20-24 1,314 4,080
50-54 2,580 6,803 2529 1,451 3,627
55-59 1,158 2,444 30-34 575 854
60-64 435 685 35 ormore 119 112
65-69 92 110
Over 70 21 38 TOTAL 13,776 40,460
Total 13,776 40,460
YearEnded June 30,2000




STATISTICAL SECTION

1. Adaix

2 Allen

3. Anderson
4, Ballard

5. Barren

G. Bal‘§1

7. Bell

&. Baone

9. Boutbon
10. Boyd

11 Boyle

12. Bracken
13, Breathitt
14, Breckinridge
15, Bullitt

16. Butler

17. Caldwell
18. Calloway
19, Camplell
20. Carlige

21 . Ca 1‘1‘0]_[

22, Carter

23. Casey

2k, Christian
25, Clark

26. Clay

27. Clinton
28. Crittenden
29. Cumberand
30. Daviess

3L, Edmonson
32. Elliot

33. Estill

34, FayeH:e

35, Flerming
36. Floyd

1. A11013.01:age
2, Ashland

3. Angusta

4., Barbourville
5, Bardstown
6. Beechwood
1. Bellevue

8. Berea

9. Bow]ing Green
10. Blu'gi.u

11. C am_pl}eﬂsvi]]e
12, Caverna
13. Cloverporl:
14, Corbin

KTRS Schedule of Participating Employers
School Districts: County Schools

15.
16.
17,
18.
1.
20.
2L
22,
23
24,
26.
26.
27.
28.

Franklin
Bulton
Callatin
Carrard
Grant
Graves
Chrayson
Creen
Creanup
Hancock
Hardin
Hardan
Harrison
Hart
Henderson
Hesy
Hickman
Hopkins
Jackson
Jefferson
Jessamine
Jolmson
Kenton
Knott
Knox
Larue

I—il lu‘ei
Lawrence
Lee .
Lcsiie

I ctcher
Lewis
Lincoln
Livingston
Logan
Lyon

ice.
101.
102.
103.
104
105.
106.
107.
108.

Madison 109. Taylor
Magoffin 110. Todd
Marion 111. Trige
Marshali 112. Trimble
Manrtin 113. Union
Mason 114. Warren
MoCracken 115. Washington
MoCreary 116. Wayne
Mol ean 117. Webster
Meade 118. Whitley
Menifee 119. Wolfe
Maencer 120. Woodlowd
Metcalfe

Monroe

I\’lontgo mery

Morgan

Muhlenberg

Nelson

Nicholas

Ohio

Oldham

Owen

Oweley

Pendleton

Perry

Pike

Powell

Pulaski

Robertson

Rockeastle

Rowan

Russeﬂ

Seott

Sholby

Simpson

Spencer

School Districts: City Schools

Covington
Danville
Dawsan Springs
Dayton

East Bernstadt
E]J‘Za;)el‘.iltow'n
LEminence
ErlangerEkmere
Fatrview

Fort Thomas
Trankfort
Tulton

Glasgow
Harlan

29.
30.
31
32,
33.
3k,
35.
36.
37.
38.
39.
40.
4d.
42,

Harodshurg 43. Pikeville
Hazard 44, Pineville
Jackson 48. Providence
Jenkins 46. Raceland
Ladlow 477, Russell
Maylield 48. Russellville
Middlesboro 49, Seicnce Il
Monticello 50. Silver Grove
Murry 51. Somerset
Newport 52, Southgate
Owenshoro &3, Walton-Verona
Paducah 54, West Point
Paintsville 55, Williamshurg
Paris 56. Williamstown

‘Teachers’ Retirement Systern of the State of Kentuchky
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STATISTICAL SECTION

KTRS Schedule of Participating Employers
(continued)

Universities & Community/Technical Colleges

1. Fastern 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

Education and Humanities Cabinet
Labor Cabinet*

Legislative Research Commission®
Workforce Development Cabinet
Cabinet for Families and Children*

ELE

Other Organizations

Christian County Health Department®
Education Professional Standards Board
Kentucky Fducation Association President
Kentucky Academic Association

Kentucky Association of School Administration
Kentucky Educational Development Corporation
Kentucky High School Athletic Association
Kentucky School Boards Association

Kentucky Valley Educational Cooperative
Northern Kentucky Cooperative for Educational Services
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

P XN N Rwn

Ju—y
=0

* Accordingto Kentucky Revised Statue 161.607 (1), any member of the Kentucky Teachers' Retirement System who entered
employment covered by the Kentucky Employees Retivement System, the State Pofice Retirement System, or the County Employees
Retirement Systemprior to July 1, 1976, may vetain membership in the Teachers' Retivement System instead of joining the newsystem.
These organizations have memberswhoareinthis category. Oncethesemembers retire, the organization will nolonger be considered a
KIRSparticipatingerployer.

Year Ended Jine 30, 2001




