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VIRGINIA MURRELL
CHAIRPERSON
KTRS BoARrD oF TRUSTEES

VIRGINIA MURRELL, serves as dmrpemon of the Kentucley Teachers’ Retirement Sysl‘em
Board of Trustees. Ms. Murrell became a member of the Board in 1088 as a retired trustee
member and has served as Chairperson since 1991, Her educational achievements
include a B.S. clegree from the University of Ken‘cuc}ey, M.A. clegree from Columbia
University pius graclua,te work at the Cincinnati Conservatory of Music. She served as
Music Supervisor in the Bellevue Public Schools for 35 years. In addition to serving
as the elected presi&en‘c of the state’s 1argest retired and active teacher agssociations, Ms.
Murrell's positions of leaclersljip in pu]s]_ic education include president of the Kentuoiay
Choral Directors’ Association; Presicien{' of her local and district education associations;
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state presiclent of Delta Kappa Gamma; member of National Education Association’s
Board of Directors. She was awarded a life mem_bership in the Kent’uc]ay PTA.
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KENTUCKY TEACHERS’ RETIREMENT SYSTEM

Chairperson’s Letter

Teachers’ Retirement System
of the State of Kentucky

L. ]

i L]

NOVB]'HE)GT 2-7',I 2002

Dear Members:

On behalf of the Board of Teustees and staff, T am pleased to present this Comprehensive
Annual Financial Reporl: of the Teachers” Retirement Sys’cem of the State of Keni‘uclzy
for the year entling June 30, 2002, the 62nd year of operation of the System. The
accompanying reports from the indepen&en’c auditor and the consulting actuary substantiate
the financial inlegrity and the actuarial soundness of the system.

KTRS closed the 2001-2002 fiscal year with $11.9 billion in assets. The active
meml)ersllip totaled 54,175 and the retired mem]:ers}'lip was 33,457 with an annual
Payro” of $739 million.

The Board of Trustees is ’co*l;aﬂy committed to managing the retirement system fundsina
pruden’c, professional manner. The retirement system is justly prouc] of the funcling level
that the system has achieved. Every effort will be made to insure that the system continues
to operate in a {iscaﬂy sound manner. Present and future members of the system deserve
to be able to avail themselves of the best possil:yie relirement as authorived lay statute.

We appreciate the support and cooperation extended by the Governor and the Legislature,
This cooperation allows the system to not only meet current chaﬂenges but 1o also make
timely provisions for the future.

The Board of Trustees pieclges to continue to administer the affairs of the Kentucizy
Teachers’ Retirement System in the most competent and efficient manner possﬂ:le.

Sincere]y,

Virginizt Murrell

Cilairperson

Board of Trustees

BOARD CF TRUSTEES

VIRGINEA MURRELL
CHAIRPERSON
SOMERSET

JUDITIH R. GAMBILL
VICE CHAIRPERSON
ASHLAND

ROBERT M. CONLEY
PAINTSVILLE

ARTHUR GREEN
ELKTON

STEVE HOSKINS
WICKLIFFE

EARLE V. POWELL
FRANKIORT

BARBARA
G. STERRETT
LEXINGTON

EX OFFICIO
GENE WILHOIT
COMMISSIONER
DEPARTMENT
OFEDUCATION

EX OFFICIO
JONATHAN MILLER
STATE TREASURER

Year Ended June 30, 2002
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INTRODUCTORY SECTION

Letter of Transmittal

Teachers’ Retirement System
of the State of Kentucky

Honorable Paul E. Patton, Governor
Commonwealth of Kentucky

Capito] Bui]ding

Franla{orlz, Kentucley 40601-3800

November 27, 2002,
Dear Governor Patton:

Ttis my pleasure to submit the 62nd COrnpre}lensive
Annual Financial Report of the Teachers’ Retirement Systemn
of the State of Kentucky, a Component Unit of the
Commonwealth of Keni‘ucley, forthe fiscal year ended June
30, 2002.

State law Provides the 1ega1 requirement for the
pul}ficaﬁon of this report and in addition requires an annual

audit of the retirement system.

Ken‘l.‘uclzy Teachers' Retirement Sys‘l:enl (KTRS) has
proclucecI an annual report that will Provi(le you, the General
Assemi)ly, and the genoral pu])]ic, with information necessary
to gaina better unéersi‘anding of the Teachers’ Retitement

System,

This Report Consists of Five Sections:

7

#  The Introductory Section contains the Board
Ci}ai.tpen—:on’s let'ter, thuis letter of ’cransmi‘ltal, Board of Trustees
infoﬂnaﬁon, a bist of consultants used Ly the System, and the
organiza’cional chart.

% The Financial Section contains the opinion of the
independent accountants, management’s discussion and
analysis (pages 15-18}, financial statements and requiretl
suPP]emental schedules.

¢ The Investment Section presenis investment and
port‘folio performance. This includes the po]icies, summary,
and pm{i}e of the System’s Lolcfings.

%  The Actuarial Section contains the certification from
Buck Consultants (the consulting actuary service) as well as
the results of the Sys tem's actuarial valuation.

4 The Statistical Section contains various information on
the Sys term's rnem.ljcz‘siﬁp, both active and retired. A ]isting
ofall participating KTRS empioyers isako Presen‘ted in this

gection.

Accounting System and Reports

This report has been greparecl in con£ormi‘ly with the
Principies of govemmentai accounting and reporting as
established Ly the Govem_ment'alAm:mmtmg Standasds Board
and the American Institute of Certified Public Accountants,
This reportwas prepare(i Lythe KentucleyTeachers’ Retivernent
System comptroﬂcr's section. Responsi})i]ity for both the
acouracy of the Presen’ce:l data and the comp]e‘teness and
fairness of the presentation, 'mcluci'mg all clisclosures, rests with
KTRS. KTRS believes the c]ata, as Presentetl, is accurate in all
material aspects; that it is Presented ina manner designeé to
faixly set forth the financial position and results of operations
of KTRS as measured 13y the financial activity of its various
funds ; and that all disclosures necessary to enable the reader
to gain the maximum wlclerstam:li_ng of KTRS' financial affairs
have been included. Discussion and analysis of net assets and
related additions and deductions is ptesen{'ecE inthe MD&A
Leginning on page 15.

The acerual basis of accou nting is used to record the assets,
liahikities, teventes, and expenses of the Systern. Revenues of
the Sys’cem are taken into accountwhen earned without regaﬁl
to the date of collection , and expenses are recorded when the
cortesPoncling liabilities are incurred , reg ardless of when
payment was made. Fixed assets are recorded at cost and
clepreciateci over the estimated uselul lives of the assets.

In developing and evalua ting KTRS’ accounting system,
consideration is givento the adequimy of internal accounting
controls, Internal accounting controls are designed to pmvide
reasonahie, bust not a]:)soiu‘lze, assurance regartling: (1) the
safeguar(iing of assets against loss from unauthorized use or
clisyosition ; and {2} the xe]ia]si]it'y of financial records for
preparing financial statements and maintaining accoun’célni]i‘cy
for assets. The concept of reasonable assurance recognizes
that: (1} the cost of a control should not exceed the benelits
likely to e derived; and (7) the evaluation of costs and benefits

requires eslimates and i Licfgments lay management.

Allinternal control evaluations occurwithin the above

framework. We believe that KIRS' internal accoutntbing

Year Ended June 30, 2002




KeNTUCKY TEACHERS” RETIREMENT SYSTEM

controks a(fequately sa£eguarci assets and Provicie reasonable
assurance of proper recor:ling of financial transactions.

Atthe i)eg inning of thie fiscal year, in order to further
support the commitment tothe accuracy and conformi‘ty to
these controis, KTRS created a new position of Internal
Auditor that reports directly to the Bxecutive Secrelary.

Revenues

The reserves needed to finance retirement and other
member benefits are accumulated through the collection of
11161'!1}]8]:, employer ot state contributions as well ag income
derived from the investment of reserve funds, Total additions
(contrihutions and net investment income) forthe fiscalyear
were $7.7 million for the defined benefit plan, while the
additions to the medical insurance plan and the tax-sheltered
annuity plan were $14«8 million and $20 thousand
respec’c'wel‘y. The overall contribution rates remain the same.
However, 3.25% of payroll was assigned to the medical
insurance Plan tather than the defined benefit plan. Asof
April 30, 1997, the tax-sheltered annuity plan no longer

accepts contributions.

Expenses

The primary purpose of a retirement system relates to
the purpose forwhich it was created B the payment of henefits.
These payments, along with refunds of contributions to
ferminated empioyees, insurance benefits of retired teachem,
and the cost of ac!minis’cering the system, comprise the total
expenses. The total expenses of the tax-sheltered anmnuity pian
were $51.7 tl'lousancl, congisting soiely of henefit payments.
The total expenses of the medical insurance plan were $105
million. The amount is prhnarify composetl of health
insurance premiums and actual medical expenses, As detailed

helow, the defined benefit Pian incurred a total of $755.3

million in expenses:

EXPENSES (MILLIONS)
Beneﬁl.’s $ 739.4
Refunds 9.2
Administeation 6.7

Pension benefits paicE to retirees and beneficiaries
increased $654 million ln:inging total benefit payments to
$739.4« million. Refunds of contributions paic] to former
members upon termination of employment decreased from
$10.6 million to $9.2 million. Administrative expense rose
$O.Y mi]lion, or12.2%, due primarily to increasing costs
associated with evolving information ‘tec}mology and actuarial
consu}ting fees.

Investments

The investment por’c£olio’s earnings represent a
substantial financial contribution to the System. lncome from
investiments Provicies most of the funds used in paying member
annuities. The investment poxffo]io experiencecl modest
growth clunng the 20012002 fiscal year. The Potl,{olio’s pat
value increased from $12,059,753,287 to
$12 252, ,386 ,836. The growth of the portfoiio primariiy
was due to investment income that included interest and
dividend income. Employer and employee contributions akso
Provi&eci signi{ican’c income to the Portfoiio.

Investment earnings, inclucling degreciation of asset
values , net of investment expenses forthe 2001-2002 fiscal
yearwere ($514,051,220). The negative investment earnings
can be attributed primarilyto the net ciepreciaﬁon of securitics
Leing ($929,2845,858) that was caused l}y lese favorable
investment market conditions. The investment earnings
deficit would have been la;ger had it not heen forthe significan’c
interest income earned on investments in the amount of
$2945, 508,784 The second ]argest earnings component of
$95,029,241 was earned from dividends. Other income of
$29,850,548 was generated from rent and securities lending.

According to KRS 161.430the KTRS Board of Trustees
has the ﬁuthoﬁty toinvest the assets of the System. The Board
of Trustees, generaﬂy, clelega‘ces investment authori‘cy toan
Tavestment Committee that is comprise«l of two Trustees and
the System’s Bxecutive Secretary. The Tnvestment Committee
works closelywit;n experienced investment counselons . whoare
contracted Ly the Board of Trustees, and the System'’s

pro{essional stafl in eval_uaﬁng investments.

Funding

Based on recommendations of the Board of Trustees,
the GeneralAssemMy establishes the levels of contribution
]:;y statute that are to be macge Ly members and employers to
fund the lisbilities of the system. Hach year, an inciegendent
actuary Per&m’rﬁs a valuation to determine whether the current
levels of contribution will be sufficient to cover the cost of
benefits earned l)y members.

The latest actuarial valuation was for the perio& ending
June 30, 2002. This report reflects the Sysl'sm’s asgets, based
on modified market Value; totaled $136 billion and the
Liabilities totaled $15.7 billion. The actuary determined that
the existing levels of contribution lJy members and employers
would be sufficient to fund all of the System’s liahilities within
a reasonable perio& of time. The report concludes that the
System is operating on an actuariaﬂysoum] basis. Assuming
that emp]oyer contributions continue in the future at rates
recommended on the basis of the successive actuarial

Yzar Ended June 30, 2002
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INTRODUCTORY SECTION

valuations A the actuary states that the continued suffic iency
of the retivement fund to Provicie the benefite called for under
the System may be sa£e1y anﬁcipate&.

KTRS Medical Insurance Plan

KTRS health care costs laeep escalaﬁng ata much faster
cliP than revenue grow’cl'l in the Medical Insurance Plan, Last
yeat, basic cloci‘or/ilospital costs and the cost of medications
({)rescription cirugs) rose about 19.5%. An actuarial valuation
of the Medical Insurance Plan for the fiscalyear ended June
30,2001, indicated that the fund has an unfunded ]ia]:)i]ify
of $24¢ billion. The KTRE 2000-2002 I)iennial Ludge‘t
requester] additional fun(ling from the Commonwealtil, but
due to difficult economic times, these funds were not available.
The General Asseley partia]}y addressed the issue Ly ai}owing

3.25% of the 13.105% contributed by KIRS employers to

be directed ta the medical insurance program,

E££ec’cive January i, 1999, KTRS retirees ancI
dependents under the age of 65 have their health insurance
provit]ed Ly pians manageci Ly the Kentuclzy Personnel
Cabinet. Underthis arraﬁgemen‘l:, KTRS3 PrOVit'les a morrl:]lly
supplemen’c to assist the retiree and their dependents in
pu:ccl'iasing their health insurance. Retirees 65 and over
remain in the plan administered by KTRS, These retirees
akso receive a supplemenl.‘ for the cost of their coverage.

The Systern realizes that these means alone will not solve
the medical insurance funding crisis. Additional steps must
be taken thtough lcgislation on both the state and national
levels in order for true cost control to result. Meanwili]e,
KTRS will address the problem Ly talzing measures fo contain
costs and Ly increasing revenues to the insurance £u11cl,
acljusting coverage to meet existing revenues, ora combination
of the 4wo.

Legislative Update

Signiﬁcalﬁs legislaﬁon agecﬁng the Kelﬁ:uclay Teachers’
Retirement System (KTRS) was passed during the 2002
session of the Ken‘l:uc}zy GeneralAssem]:)ly. A summary of
the major legislaﬁve c}xanges follows:

Field of Membership Fxpansion

Effective Jujy 1, 2002, persons peri;ormjng substitute
and part-time teacijing services will become members of the
Ken’cucizy Teachers’ Retirement Bysten, This provision will
make t}lese persons eiigihle forsome important retirement
benefits and allow them to earn fractional service credit.
Before July 1, 2002, these positions did not contribute to
KTRS. In ar}dition, Lriflging them into the field of

meml:ership will ?rovicie additional fun(]ing to the retirement

system, This provision does not apply to pctsonnei employe&
in University positions.

New Retived Teacher Progran:

Juiy 1,2002, also marks the date under which retired
members are permi’cteé to return to work on a full-time ox
part-time hasis and start a second retirement account with

the retiree continuing to receive his/her retirement annuity.

WA limited sumbet of retirces (49) are allowed to return to

full-time emPloyrnen'l:. Em}_)]oyers are not limited on the
number of part-time em ployees they can hire. Retired
members in the old lOO-can program can remain in the
program untiUune 30,2007, and now contribute toward a

second retirement account.

Service Purchase Reform

The Kentucky Revised Statutes pertaining to out-of-state
and mili’cary service Putclmses was amended effective July 1,
2002, to require the member to pay the full actuarial cost
when Purcha.sing these types of service credit.

Service Changes to Retirement ]\/Iulﬁplierzs

The retirement factor (rrmitip]ier) foreach year of service
was c]mnget} for all members joining the system a{'l:er}u]y 1,
2002. The new legislation also provitles that individuals who
become a member aﬁer]uly 1,2002, will carn a retirement
mu E’tipiier of 2% for each yeat of service i{, upon refirement,
their total service is less than ten years. New members who
retire with ten or more years of total service would be entitled
to a retivernent mul’cipiier of 2.5% for each year of service,
inclucling the first ten years.

In a(}t]itiou, as oﬂuly 1, 2004, retirees with more than
30 years of service will have their :nuil‘,il)]ier increased [orall
years over 30 frorn 2 5% to 3%.

Professional Services

Professional consultants are appointec] Ly the Board of
Trustees to perforrn Pxofessioual services that are essential to
the effective and efficient operation of the KITRS. A
cerlification from the certified puia]ic accountant and actuary
are encloged in this report. The system’s consultanfs, who are
appointec} iay the Boar(], are listed on pages & and 43 of this

zeport.

Our Gratitude

Ma. Jucli’cl'l Gam}JiH o£ Russe]l ret‘irecl itom 'l;he Boarci 0£
Trustees effective July 1, 2002, Her service began in 1989
and besides serving as Vice C[ﬁairpetson of the Boar(i, she has
served in recent years ag Chairperson of the Medical Insurance
Committee.

continued . . .

Year Ended June 50, 2002
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KeNTUCKY TEACHERS® RETIREMENT SYSTEM

The ieaciersixip she has demonstrated will be missed ]:)y the
Board and the staff of the System. Ms. Gambill was a most
dedicated member of the Board of Trustees and worked to
protect the System as wellas to provi(ie benefits for active and
retired members. We wish Ms, Cambill many iiappy and
pro(i uctive years.

National Recognition

Tile Sys’cem was i‘lonorec] i:)y two national pro{essionai
organizations in regarcl to the ad ministration of the retirement

progratr.

GFOA Certificate of Achievement

The Government Finance Officers Association of the
United States and Canada {GFQA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the
Teachers’ Retirement System of the State of Kentuclzy forits
compreilensive annual financial report (CAFR) {or the fiscal
year ended June 30, 2001. The Cestificate of Achievement s
a prestigious national award recognizing conformance with the
lu'giaes’c standards for preparation of state and local government

financial reports.

In order to be awarded a Certificate ofAciaievement, a
government unit must Pl]j]].lsil at easi.iy readable and emcienl;iy
OrganiZECi compre]'lensive annual financial report, whose
contents conform to program standards. Such CAFR must
saﬁsi}r both generaiiy accepi:ec] accounting Principies and
appiicainie legai requivements.

A Certificate of Achievement is valid fora perioci of one
year only. The KTRS has received the Certificate of
Achievement for the last fourteen consecutive yeas (ﬁscai years
ended 1988-2001). We helieve our current report continues
to conform to the Cerlificate of Achievement program
requiremeni:s, anci we are suijmiﬁing itto G’FOA

PPCC Achievement Award

The Public Pension Coor(iinating Council awarded a
Certificate of Achievement to the Teachers” Retirement System
of the State of Keni:uciay for2000 (issuecl every two years) for
imp]ementing and maintaining higla pmfessional standards in
administering the affairs of the System. The award is based
on cornp]iance with Principies jucigeci to undexlie exenlpiary
retirement system achievements in the areas of ]Jenei:its,
actuarial valuation, financial reporting, investments and
disclosure and are wic!eiy acianowiecigeci to be marks of
excellence for retirement systems, [t represents the ]nig]nes’c
standards of excellence in the pui)iic pension in(iustry.

A

The PPCC i a coalition of the four major public pension
organizations in the nation. These include the National
Association of State Retirement Administeators X The National
Council on Teacher Retirement, the National Conference on
Public Empioyees Retirement Systems, and Government
Finance Officers Association.

Acknowledgments

The preparation of this report reflects the combined
efforts of the KTRS staff underthe ]ea(iersiiip of the Board of
Trustees. It is intended to provirie compiete and reliable
information. This information serves as a basis for rnaiaing
management decisions and for cietermining comp]iance with
iegai provisions. It is also used to determine responsii)ie
stewarcisiﬁp forthe assets contributed lny’che members and their

ernpioyels .

This repott is Leing mailed to all emPioyer members of
the System whoform the link hetween KI'RS and its members.
Their cooperation continues to contribute Signiﬁc an*]:iy tathe
success of KTRS. Hopeiuii)g the empioyets and their empioye&s
will find this reporl both informative and i’lel[)£11.i.

KTRS is tota]iycommitteci to the continued operation of
an actuariaiiy sound retirement system, The suppotl that you
have demonstrated in the past is an essential part of this
commitment, and we look forward to continuing this goocl

i'eiationsiﬁp in the future.

Respecbfuiiy su]:)mi’cteci ,

/

.Harhin, CPA
Esecutive Secreixu'y

Year Ended June 30, 2002
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quair_persma X
Retired Teacher Trustee
Somerset

JuprrH GAMBILL
Vice Clmirperson,
Teacher Trustee
Ashland

Roperr CoNIEY
Lay Trustee
Paintsville

Ké HUR GREEN
Teac]aet Trustee

E]lzton

STEVE HOSKING
Teacher Trustee

Wickliffe

Farx Powni].
Lay Trustee
Pranlz';ort

BARBARA STERREIT
Teacher Trustee
Lexington

Cene WiLHOIT
Fx Officio Trustee
Commissioner,

Dept. of BEducation

JonaTHAN MITIER
Fx Officio Trustee
State Treasurer
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KenTUucKY TEACHERS® RETIREMENT SYSTEM

HKentucky Teachers’ Retirement System
479 Versailles Road

Frankfort, Kentucky 40601-3800 i
ADMINISTRATIVE STAFF i

i

‘GARY L. HARBIN, CPA -

Executive Secrefary

C.JOE HUTCHISON, MBA, CPA
Deputy Executive Secretary i
STUART A. REAGAN, CFA =
C’}n'ef Tnvestment Oﬁq"cer i

PROFESSIONAL CONSULTANTS

ACTUARY | AUDITOR i
George B. Buck Consulting Actuaries, [ne. Charles T, Mi’ccheﬂ, LLP
Suite 1200 - 201 West Main Street _ =i
Galleria Parleway NW PO. Box 698
Atlanta, Georgia 30339 Frankfort, Kentucky 40601 &

* See page 43 o][flte Tnvestment Section

or investment consu/fanfs.

Year Ended June 530, 2002
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INTRODUCTORY SECTION

KTRS Organizational Chart

Board of Trustees

Executive Secretary
GARY L. HARBIN

Internal Auditor

PHIL WEBB

|

Chief Investment Deputy Executive Deputy Executive
Officer Secretary Secretary
STUART A. REAGAN VACANT C. JOE HUTCHISON
Investment Investment Member Member Information Comptroller | Administrative
Management Accounting Services Benefits Technology Services
Vacant J.B. Williams H. J. Stephen David M. James R. Vacant
Greenwell Leach Judy Clifford Chadwell, Jr.
.+ Portfolio . . * Interest . * Reliree .. * Member & . = Application . .+ Financial . .= Administrative :
. Management : Collection :  Insurance . Group :  Analysis ©  Reporting & Services >
+ = Investment © = Security . Under Age 65 - : Counseling - = Computer - - Accounting - .+ Building
- Transaclions Setllements - = Pre-Relirement - - = Survivor & . Programming - - = Budget + Management
. * Portfolio = Custodial : & Mid-Career . Death Benefits - | » Compulter . . Preparation & . -+ Mailroom
% Evaluation Services Planning .+ Disability & . ' Operations ©t Analysis . * Messenger
o » Assist : . * Record :  Programs . Service -+ DataBase - -+ TaxReporing : . Services
Investment Maintenance - * Refunds & :  Retirement . Administrator - .+ Cash Receipts/ . - .. ... .. ..:
Committee . Personal . == Retirement : .+ Data Entry Disbursements .
.............. * Payments . Waivers & Re- - ' = Special : .= Accounts
""""""" : + Retiree Payroll . Employment . Reports Payable/
- » Record a e OmSHRE: 00 Ul Wessareenseieeie Receivable
. Maintenance .: Workshops @ L. ....ea.....
fiibieeaiiese... = Call Center
Year Ended June 30, 2002
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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, 2001

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

ﬂ%f%ﬁw@

President

Jf e

Executive Director

Year Ended June 30, 2002
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Public Pension Coordinating Council
Public Pension Principles

2000 Achievement Award

Presented to

Kentucky Teachers’ Retirement System

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

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)

ol —

Scott Engmann
Chairman

Year Ended June 30, 2002
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Jupira GAMBILL
VICE CHAIRPERSON
K'TRS Boarp oF TRUSTEES

JUDITH GAMBILL serves as Vice Chairperson of the Kentucley Teachers’ Retirement System. She
was appoin’ced to the KI'RS Board of Trustees in 1989 and sul)sequen’dy elected to a full term. Ms.
Gambill obtained her B.A. in Education at the University of Ken’cucl?y as well as a double Masters in
Eng]lsh and Education plus Rank I studies at Morehead State University. Ms. Gambill was a classroom
teacher at Russell indep endent th Schoolin Russell , Keniuclzy. She received several appaintments to
state and federal education committees inc]ucling Kenmclzy Teacher Education and Certification and
the Appalac})ian Education La})oratory Me. Garnbill retixed}dy 1,2002, from the Ken’tucley Education
Association (KEA) where she was elected to serve two terms, She retived from the Kentuc]zy Teachers’
Retirement Systern Board of Trustees this past]uly 1, 2002,




KenTUCKY TEACHERS RETIREMENT SYSTEM

Chastis. T Mitehotd Gompang, SEF | Cr M

Certified Public Accountants
DON C. GILES, C.PA

201 WEST MAIN, R0, BOX 698 s

FRANKFORT, KENTUCKY 40602-0698 G oo IR CFA.
TELEPHONE - (302) 2277395 “IAMES CLOUSE, CBA.
TBLECOPIER - (502) 227.3003 BERNADETTE SMITH, C.P.A.

KIM FIELD, C.P.A.

CHARLES 7. MITCHELL, CPA,
] 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’ Retirement System of the State of
Kentucky as of June 30, 2002 and 2001 and the related statemenis 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 andits.

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 reascnable 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 JTune 30, 2002 and 2001 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 22, 2002 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 Aunditing 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, 2002 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 and statistical sections of the report and therefore express no
opinion on them.

Pnardis T nuiteheds Co,

November 22, 2002

Year Ended June 30, 2002
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FINANCIAL SECTION

MANAGEMENT’S DISCUSSION AND ANALYSIS

T]ﬁ}ls CilSCllSSiDil anfl analySIS G{: Kentuclzy Teacilexs Retlremen‘t Sys‘cem 8 {:Lnancml perfotmance PI"OV]C]GS an
overview O{ ‘1?118 de](_meci }Jeneﬁt ancl 1118(1}.0&1 msurance P]a,l’lS {111&110]&1 year enc].eci ]une 30 2002 Please 16311 itin

‘ conjunction with the respective financial statements, which Legm on page 19.

USING THIS FINANCIAL REPORT

Because of the 1ong—term nature of a defined henefit pension p}an and medical insurance p]an, financial
statements alone cannot provicle sufficient information to Properly reflect the Pian's ongoing pian perspective. The
Statement of Plan Net Assets and Statement of Changes in Plan Net Assets {on pages 19-20) provic].e information
about the activities of the defined benefit plan, medical insurance plan and the tax-sheltered annuity p]an as a whole.
The Kentucky Teachers' Retirement System is the ficluciary of funds held in trust for its membets.

The Schedule of Funclmg Progress (on pages 32 33) includes historical trend information about the aof:ua.naﬂy
funded status of each plan from a 1ong -term, ongoing pla,n perspective and the progress made in accumujahng
sufficient assets to pay benefits and insurance premiums when due. The Schedule of Employer Contributions (on
pages 32- 33) presents historical trend 111format10n a})oui: the armual requnecl contrﬂauhons of employers anc]. the
contributions made }Jy employers in relation to the requirement, These schedules pr rovide information that contributes
to mﬁerstanémg the cl'zanges over time in the funded status of the plans

RENTUCRY TEACHERS’ RETIREMENT SYSTEM AS A WHOLE

I the fiscal year ended June 30, 2002, Kentuclzy Teachers' Retirement System's combined plan net assets
decreased ljy $705 million - from $12 614.5 million to $11 ,000.5 million. Plan net assets for the prior fiscal year
decreased Ly $257.1 million. The foﬂowmg summaties focus on P]an net assets and changes in plan net assets of
Kentuclzy Teachers' Retirement System's defined henefit plan, medical insurance p]an and the tax-sheltered annuity
p]an.

Year Ended June 30, 2002
15




KENTUCKY TEACHERS® RETIREMENT SYSTEM
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Plan Net Assets
(In Miﬂions)

Categories Defined Benefit Plan Medical Insurance Plan 403(b) Tax Shelter TOTAL
2002 2001 2002 2001 2002 2001 2002 2001

Cash & Investments | $12,255.8 $13,190.4 $ 1494 $ 1004 $.6 §.7 $ 12,405.8 $13,291.5
Fixed Assets 3.8 4.0 3.8 4.0

Receivables 106.6 98.6 45 9.6 111.1 108.2
“Total Assets $12366.2  $13293.0 $ 1539  §1100 . ) $12,5207  §$13403.7
‘Total Liabilities {603.4) (782.6) (7.8) (6.6) 611.2) (789.2)
Plan Net Assets $11,762.8  $ 125104 $ 1461  $1034 . ) $11,9095  §12,6145

Summary of

Cl‘lang’es In Plan Net Assets
(In Miuions)

Categories Defined Benefit Plan Medical Insurance Plan 403(b) Tax Shelter TOTAL
2002 2001 2002 2001 2002 2001 2002 2001

ADDITIONS
Member’s Contributions $ 2244 $ 2087 $ 462 § 400 $ 270.6 $ 248.7
Employer’s Contributions 303.5 280.1 95.3 92.4 398.8 3725
Investmernt Income (net) (520.2) {104.9 6.1 53 {514.1) (99.6
TOTAL ADDITIONS $ 77 § 3839 § 1476 $ 1377 $ 155.3 $ 521.6

DEDUCTIONS
Benefit Payments 7394 674.0 739.4 674.0
Refunds 9.2 10.6 9.2 10.6
Administrative Expense 6.7 6.0 10.2 9.2
Insurance Expenses 101.5 84.9
TOTALDEDUCTIONS | § 7353 $ 6906 $ 860.3 § 778.7
Increase (Decrease) in § (747.6) $(306.7) $(705.0) $(257.1)
Plan Net Assets

Plan net assets of the defined henefit plan decreased by 6% ($11,762.8 million compared to $12,5610.4 million).
The decrease is primarily due to the reduced amount of investment income; $(520.2) million compaxe& to $(104.4.9)
million, hecause of Jess favorable investment market conditions in genef:al. These assets are restricted to provic],ing
mon’clﬁy retirement allowances to members and their beneficiaries.

Plan net assets of the medical insurance p]an increased lJy 41.2% ($1456. 1 million compare(l to $103.4 million)

due primari]y to an increase in covered pa.yroﬂ. Plan assets are restricted to provi(ling hospital and medical insurance
benefits to membess and their BpoOuses.

Year Ended June 50, 2002
16

.o T P e Ea )



w &

b

FmanNcial SECTION

Defined Benefit Plan Activities

Member contributions increased $15.T million. Retirement contributions are calculated }Jy applying apercentage
factorto sa}ary and are paicl in mon’thly ljy each member. Members may also pay contributions to 1'epurchase previously
refunded service credit or to purc]lase various types of elective service credit.

Employer contributions totaled $303.5 million, a net increase of $23.4 million over fiscal year Z000-2001
contributions. An increase in covered payroﬂ of $158.8 million generatec.}a an overall increase in employer

contribution of $263 million.

Net investment income decreased $415.3 million ($520.2 million loss at June 30, 2002, as comPared toa
$104.9 million Joss at Jume 30, 2001). The primary factor for this reduction in net investment income between
fiscal yearsis a decrease in the fair value of investments for the year en&ed}tme 30, 2009, as compareci to the year
endec],}une 30, 2001. This can be illustrated as follows:

2002 2001
(Tn Millions)

Appreciation in fairvalue of investments — June 30

Appreciation in fair value of investments — June 30, prioryear

Net clepreciation in fairvalue of investments
Net income (net of investment expense)
Net gain on sale of investments

[nvestment Income {net) — June 30

Program deductions in 2001-2002 increased $64«6 million. The increase was caused }_Jrincipa.]ly Ly an increase
of $65.4 million in benefit payments, Mermbers who were clra.wing benefits as of June 2001 received an increase of
2.5% to their retirement allowances in ]uly 2001. Also, there was an increase of 1,696 members and heneficiaries
on the retired payro]l as of June 30, Z002.

Medical Insurance Plan Activities

During the 2001-2002, fiscal year, member contributions increased $6.2 million and employer contributions
increased by $2.9 million over fiscal year 2000-2001. An increase in the amount of covered payroll, $158.8

mil}ion, aceounts for the increase in contributions.

Program deductions increased $169 million expla'me& almost to’ca]ly ]ay an increase in payment of insurance
expenses of $16.6 million. The mon’cl'lly premiums and meclica]/prescripﬁon claims increased for all vetivees coup]e(l
with an increase of 774 in the number of retirces receiving premiuim subsidies.

Year Ended June 30, 2002
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KenTUCKY TEACHERS® RETIREMENT SYSTEM
P A ] g |

Net investment income increased $.8 million. Thisis due so]ely to the recognition of interest income. Since
all investments for the Medical Insurance Plan are short term in nature , the recognition of appreciation in fair value
is not feasible. This can be illustrated as follows:

Agppreciation in fairvalue of investments — June 30,
Appreciation in fairvalue of investments —June 30 prior year

Net c!ePreciation in fairvalue of investments

Net income {net of investment expense}

Net gain on sale of investments

lavestment Income (net) — fune 30

HISTORICAL TRENDS

Accounting standards require that the statement of pla_n net assets state asset value at fair value and include only
benefits and refunds due P]an members and heneficiaries and acerued investment and administrative expenses ag of
the reporting date. Information regardmg the actuarial {uncling status of the defined benefit plan and the medical
insutrance p]an is proviclec]. in the Schedule of F‘unding Progress {on pages 32-33). The asset value, stated in the
Schedule of Puncling Progress, is determined on the System's indepentlent actuary. The actuarial accrued 1ial}ility is
caleulated usging the projectecl unit eredit cost method.

In the past, the defined benefit Plan has experiencec], improvement year to year in its funcling position with more
than adequa{:e assels to meet pension ol)]igaﬁons. The 2001-2002 fiscal year reveals a decline in funclmg position
due to clec}j_uing financial markets and an increase in actuarial ]Ja}n]fcy Even under these adverse conditions , the
defined benefit p]an continues to be well funded.

The medical insurance p]an is not as vulnerable to adverse market conditions since its assets are all short term
in nature and less 11'1281y to experience huge fluctuations. Althougi‘i the plan continues to have a large unfunded
actuarial ha}n]ﬂ:y, the current ol)figations are }}eing met ]:Jy current funélmg

Annual requitec], contributions of the empioyers and contributions made l)y the employees in relation to the
xequired contributions are prwic{eci in the Schedule of Employer Contributions {on pages 32-33). This schedule
indicates that employers are generally meeting their responsil)i]iﬁes to Provide resources to the p]ans.

Year Ended June 30, 2002
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FIinANCIAL SECTION

Statement of Plan Net Assets
As of June 30, 2002 and 2001

Defined Medical 403(h)
Benefit Plan Insurance Plan Tax Shelter TOTAL
2002 2001 2002 2001 2002 2001 2002 2001
ASSETS
Cash $ 4039040 § 4,386,952 $ 4,039,040 § 4,386,962
Prepaid expenges 165,281 197,146 155,281 197,146
Receivables
Contributions 22.624,280 13,446,193 $ 4,530,557 $ 9,634,270 27,151,837 23,080,463
State of Kentucky 12,762,611 1,179,855 12,762,611 1.179,855
Investment Incoms 61,535,867 62,086,748 $ 6,578 61,642,445 62,086,748
Investment sales recelvable 8572715 20,268,793 8,572,715 20,268,793
Installment accounts receivabla 1,080,132 1,576,823 1,080,132 1,576,823
Gther receivables 15,045 21,290 15,045 2%,290
Total receivables 108,587,650 8,579,702 4,530,557 9,634,270 6,578 111,124,785 108,213,972
Investments, at fair value
{See Note 4)
Shert term investments 849,681,878 883,104,862 149,402,725 100,438,583 115,397 656,545 999,200,000 994,200,000
Bonds and mortgages 4,627,536,678 4,613,418,077 503,281 4,628,040,159  4,613,416,077
Commeon stock 5,842,308,336 6,613,084,210 5,842,308,336  6,613,084,210
Real eslale 338,130,190 303,270,817 338,130,180 303,270,917
Total investments 11,657,657,282  12,422,876,066 149,402,725 100,438,553 618,678 656,545 | 11,B07,678,886 12,523,971,204
Invested security fending
collateral 593,934,649 762,887,508 593,934,640 762,967,508
Fixed assets, at cosi nel of 3,801,857 4,040,992 3,801,857 4,040,992
accumulated depreciation
of $1,187,76¢ (See Note 2}
‘Total assels 12,366,175,559  13,293,048,376 153,933,282 110,072,883 625,256 656,545 12,520,734,097 13,403,777,784
LIABILITIES
Accounts payable 1,068,422 1,208,696 323,592 1,068,422 1,532,288
Treasurer's unredesmed checks 36,344 31,628 36,344 31,628
Insurance claims payable 7,879,832 6,300,100 7,879,932 6,300,10C
Compensated absences payable 543,240 518,685 563,240 518,685
Unearmed insurance premium receipts 2,042 7,116 8,042 7,118
Revenues collected in advance 142,071 142,071
Invesiment purchases payable 7,803,513 17,922,783 7,603,513 17,922,783
Obligaticns under securities lending 583,534,649 762,967,508 503,934,649 762,967,508
Total Liabiliities 603,378,230 782,649,300 7,887,974 6,630,808 611,266,213 789,280,108
Net assets held in trust for $11,762,787,320  $12,510,399,076 $146,045,308 $ 103,442,055 % 625,258 $ 656,545 ; $11,809,467,684 $12,614,497 676
pension benefits
{ A schedule of funding progress is
presented on pagss 32-33.}

The accompanying note

s are an integral part of these financial statements.

Year Ended June 30, 2002
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KenTUucKY TEACHERS' RETIREMENT SYSTEM
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BER B

Statement of Changes in Plan Net Assets
For the Years Ended June 30, 2002 and 2001

Defined Medical 403(b)
Benefit Plan Insurance Plan Tax Shelter TOTAL
2002 2001 2002 2001 2002 2001 2002 2601
ADDITIONS
Confributions
Employer $ 203,521,166 $ 280,108,70t $ 95261407 $ 92,429,167 $ 388,782,513 % 372,537,868
Member 224,361,453 208,702,802 46,184,010 40,017,682 270,545,463 248,720,484
Total contributions 527,882,659 488,811,503 141,445,417 132,446,849 669,327,976 621,258,352
investment Income
Net appreciation (depraciation) (929,287,361) (549,288,400 $ 2,503 (520,284,858)  {549,288,400)
in fair value of
nvestraents
interest 288,438,013 336,033,928 8,142,817 5,286,426 17,954 36,042 294,598,794 341,358,384
Bividends 95,620,241 87,699,202 95,029,241 87,899,292
Rental ficome, nat 28,207,465 24,388,117 29,207 465 24,388,117
Securities lending, 15,177,118 28,885,774 15,177,118 28,885,774
gioss earmings
Gross invastiment income {501,435,624) (72,281,261) 6,142,817 5,286,426 20,457 38,042 (495,272,250} (66,956,823)
Less investment expense {4,244,835} (4,338,836) (4,244,935) {4,338,836)
Less securities lending (14,534,035} (28,283,614} (14,534,035) (28,283,614)
expense
Net investment income {620,214,494) {104,808,741) 6,142,817 5,286,426 20,457 38,042 (514,051,220) (99,579,273)
Total additions 7,668,065 383,907,762 147,588,234 137,733,275 20,457 38,042 185,276,756 521,679,079
DEDUCTIONS
Benefils 739,445,182 73,087,005 51,746 55,860 739,496,928 674,042,885
Refunds of coniributions 8,148,820 10,673,981 6,066 5,155 9,152,886 164,679,136
[nsurance expenses 101,487,266 84,934,200 101,487,266 84,934,200
Administrative expense 6,677,819 5,950,036 3,491,648 3,221,712 10,169,468 9,171,748
Total dedustions 755,269,821 690,611,022 104,584,981 88,161,067 51.746 55,860 860,306,548 778,827,949
Net increase {decrease) (747,601,756) (3086,703,260) 42,605,253 49,672,208 (31,200) {17,818) (705,029,792}  {257,148,870)
Net assets hekd n frust
for pension benefits
Beginning of year 12,510,309,076  12,817,102,336 103,442,055 53,869,847 656,545 674,363 12,614,497,676 12,871,646,546
Ending of year $11,762,797,320  $12,610,399,076 | § 146,045308 $ 103442,055 | § 626,256 § 656,545 | $11,309,467,684 $12,614,497,676

The accompanying notes are an integral part of these financial statement

Year Ended June 30, 2002
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Notes to Financial Statements
Years Ended June 30, 2002 and 2001

Note I: Description of Plan '

A. REPORTINGENTITY

The Teachers' Retirement Sys’cem of the State of Kerﬂ:uolzy (KIRS) was created ]:Jy the 1938 GeneralAssem]aly
and is governecl ]Jy Chapter 161 Section 220 through C’hapter 161 Section GO0 of the Kentuclzy Revised Statutes
(KRS). KTRS iga blended component unit of the Commonwealth of Ken'tuclay and therefore is included in the
Commonwealth's financial statements. KIRS isa cost—sllaring mulﬁple-employer defined benefit p]an established
to Provicle pension benefit pian coverage for local scheol districts and other pu]:)]ic educational agencies in the state.

B. PARTICIPANTS

Asof June 30,2002, a total of 201 employers parﬁcipatecl in the P]an. Emp]oyérs are comprise(l ol 176 100#11
school clish:icl's, 19 Department of Education Agencies and other educational organizations, 5 universities and also
the Ken’cuclzy Community and Technical Coﬂege System.

Accordjng o KRS 161.220". .. any regu]ar or spe'cial teacher, or professiona] occupying a position requiring
certification or gra(luation from afour (4} year coﬂege or university . . . "is e]igﬂ)ie to participate in the System. The
fo]lowing illustrates the classifications of members:

Active conh‘i])uﬁng members:

Vested
Non-vested

Inactive memijers, both vested and non-vested

Retirees and beneficiaries currently receiving Leneﬁ’cs ‘

Total mem]aers, retirees and beneficiaries

C. BENEFITPROVISIONS

Members become vested when t}ney complete five (5} years of credited service. To quahfy for monthiy retirement
ljeneﬁ’cs paya}Jle for llfe, members must either: ‘

1.) Attain age £i£|:y—£ive 55) and comp lete five (5) years of Kentuc]ey service; >or

2) Complete 21 years of Ken’mclzy gervice.

Year Ended Jiune 30, 2002
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Note 1: Description of Plan continued . . .

Participants who retire before age 60 with less than 27 years of service receive reduced retirement benefits.
Non-university members receive monthly payments equal to two () percent (service prior to July 1, 1983) and two
and one-half (25) percent (service afte;r JuIy 1 ; 1983) of their final average sala_ries for each year of eredited service.
University employees receive mon’cl]ly henefits equal to two (2) percent of their final average salary for each year of
credited gervice. The final average sa]ary is the member's five (5) hig}lest annual salaries 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 l—nghest anmual
salaries to compute ’che final average salary The system also prov1des Cl.lsa.ljl}_l‘ty benefits for vested members at the
rate of sixty (60) percent of the final average sa:iary Alifei msuyance }Jene[‘ﬂ. paya]ale upon the death of a meml)er,
$2 000 for active contn]autmg members and $5 000 for retived or &15&1)1(3(1 members.

Cost of living increases are one and one-half (1.5) percent annua]ly. Additional ad hoc increases, and aty other

benefit amendments must be authorized E)y the GeneralAssemlle.

Note 2: Summary of Siganificant Accounting Policies

A. BASISOF ACCOUNTING

The financial statements are preparecl on the accrual basis of accouurting. Member contributions and employm
matchn1g are recogmzed. in the fiscal year due. Beneﬁts and refunds are recogmzecl when dueand payaljle in accordance
with the terms of the plan '

B CASH

KTRS has three cash accounts. At June 30, 2002, the pension cash account totaled $1 714,325, the
administrative expense fund cash account was $138 467 and the life insurance cash account totaled $2 186 248
therefore, the carr ying value of cash was $4,039,040 and the conesponc}.mg bank balance was $5,586,976. The
difference is primarily due to outstanding checks and items not processed by the bank on June 30, 2002.

C. FIXED ASSETS

PIXB(]. assels are recorded at historical cost less s’c):azg}ﬂ:-lme accumulated c}.eprematlon lee classes of fixed
assets are furniture and equipment, the KTRS office ]Jm}clmgs and land. Purniture and equipment are cleprecnaiecl
over anl average useful life of five to seven yea]:s The office lauﬂdm§s are deprecm’ced over forty years

D INVESTMENTS

Plan investments are re portecl atfairvalue. Fairvalue is the amount that a plan can reasgna])ly expect to receive
for an investment in a current sale between a wi]]jng Luyer anda Wi]]ing seller. Short-term securities are carried at
cost, which aﬁproxinlates fair value. Bixed income and commen and pr,eferrec]. stocks are generauy valued based on

pulj]ishecl market prices and quotations from national security exchanges and securities pricing services. Real estate
is primari]y valued based on appraisals Per[orn_led by mclepencient appraisers.

Year Ended June 30, 2002
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FINANCIAL SECTION

Note 2: Summmy of Sr:gm'ﬁcantAccounting Poficies continued . . .

Purchase and sales of debt securities , equily securities, and short-term investments are recorded on the trade
date. Real estate equity transactions are recorded on the settlement date. Upon sale of investments, the difference
between sales proceec]s and cost is veflected in the statement of clmnges in plan net assets.

Investment expenses consist of investment managet and congultant fees along with fees for custodial services.

[
R

E. COMPENSATED ABSENCES e

Expenses for accumulated vacation J.ays and compensatory time earned I)y the System's employees are recorded
when earned. Upon termination or retitement, emp]oyees of the system are pai(l for accumulated vacation time

limited to 460 hours and aceumulated compensatory time limited to 200 hours. As of Jume 30, 2002 and 2001
acarued compensatecl absences were $593, 241 and $5 18,6865.

E  RISKMANAGEMENT

Destruction of assets, theft, employee injuries and court cha]lenges to administrative po]icy are among the
various risks to which the system is exposed. In order to cover such rislas the systemn carries appropriate insurance
po]icies such as fire and torna&o, employee bonds ; ﬁduoiary ]m}n}.lty, worker's compensation and equipment insurance.

G. INSTALIMENT ACCOUNTS RECEIVABLE

KTRS now allows quali.ﬁecl pumhases of service credit to be made ]Dy installment payments not to exceed a five
year periocl. Revenue is recognized in the initial year of the installment contract agreement. The June 30, 2002 and
2001 installment contract receivables were $1 ,080,132 and $1 ,576,823.

H. USEOEFESTIMATES

The preparation of financial statements in Conformity with generally acceptecl accounting principles requires
management to make estimates and assumptions that affect the teporteci amounts of assets and liabilities and disclasure
of contingent assets and liabilities at the date of the financial statements and the reportecl amounts of revenues and
expenses clu_ri_ng the reporting Periocl. Actual results conld differ from those estimates,

I INCOMETAXES

The defined benefit Plan is organized. as a tax-exempt retirement plan under the Internal Revenue Code. The
tax sheltered annuily p]an is ho 1onger continued and will be £u}_1y terminated when all lifetime annuities have
expire&. The system's management believes that it has ogerated the Plans within the constraints impose& lay federal
tax law. ' ’

Year Ended June 30, 2002
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Note 3: Contributions and Reserves

A. CONTRIBUTIONS

Contribution rates are established by Kentucky Revised Statutes. Members are required to contribite 9.855%
of their salaries to the System. University members are tequj_re(]. to contribute 8.375% of their salaries. KRS
161.580 allows each university 1o reduce the contribution of its members ]ay 2.215%; tllerefore, university members
contribute 6.16% of their salary to KIRS.

The Commonwealth of Kerﬂ:uclzy is requi_tecl to contribute 13.105% of salaries 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-relirement contribution .75% finances KTRS' retiree medical insurance plan. In addition to the .75%
con’cri})u’cicn, employers and the Commonwealth contribute 3.25% to the medical insurance p]an.

Han employee leaves covered employmen’t before accumu]ating five (5) years of credited service, accumulated
employee contributions plus interest are refunded to the employee upon the member's request.
pioy P ployee up q

B. RESERVES
Mern])er RESel’VE

This fund was established }Jy KRS 161.420(2) as the Teacher Savings Fund and consists of contributions paic].
]3y university and non-~university members. The fund also includes interest authorized }:)y the Board of Trustees
from Unallocated Reserves. The accumulated contributions of members that are returned upon withdrawal or Paicl
to the estate or c{esignatecl laeneﬁciary in the event of death are paid from this fund. Upon retirement, the member's
contributions and the matching state contributions are translerred from this fund to Benefit Reserves, the fund
from which retirement benefits are pait}.

!“m]_;}oyer Reserve
This fund was established })y KRS 161.420(3) as the State Accumulation Fund and receives state appropriations

to the Retirement System. The state matches an amount equal to members' contributions, State appropriations
during the year are hased on estimates of members' salaries. Atyear—ené when actual salaries are }znown, the rec_{uixe(l
state matcl-ﬁng is also realized ]:)y procluc'mg either a receivable from or a paya}ale to the State of Kentucley. The
analysis of fiscal years 2002, and 2001 hhas resulted ina receivable (unc].er—appropriaﬁon} from the state for fiscal
years 2002 and 2001.

Benefit Regerye

This fund was established by KRS 161.420(4) as the Allowance Reserve Fund, the source for retirement,
disa]ni]ity, and survivor benefits Paicl to members of the System. These benefits are pai(l from the retired members
contributions until they are exllaustecl, at which lime state matc})jng contributions are used to pay the benefits. After
an individual members contributions and the state 1nat011ing contributions have been exhausted , relirement benefits
are Paici from monies transferred from Unallocated Reserves.

Year Ended June 30, 2002
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Note 3: Contributions and Reserves continued . . .

Unallocated Reserve

This fund was established by KRS 161.420(6) as the Guarantee Fund to collect income from investments,
state ma’cc]:ling contributions of members withdrawn from the System, and state matc]:ning contributions for cost of
]iving adjus‘cments (COLAs). In addition , it receives money for which disposition is not otherwise proviclecl. This
fund provi&es interest to the other £unds, benefits in excess of both members' and state matchjng con’crﬁ)utions,

" monies for administrative experises of the System, and deficiencies not covered ljy the other funds.

Administrafive Expense Reserve

This fund was established by KRS 161.420(1) as the Expense Pund. Monies transferred to this fund from
Unallocated Reserves are used to pay the administrative expenses of the System.

Life Insurance Reserve

This fund was established pursuant to the provisions of KRS 161.655 to ]_Jrovicle a life insurance benefit to
retired and active members of the Ken’cucley Teachers' Retirement System. This benefit is financed by KTRS employer
contributions that are actuaria]}y determined.

Critical Sllorlage Reserve

This fund was established in KRS 161 420(9) to allow KTRS retired teachers to return to work in areas c}e.ﬂgnated
Ly the Ken’cucky Department of BEducation as critical s]'lortage arcas. Monies in this fund are contributed }Jy the
employee and matched ljy the employer.

Note 4: Deposits With Financial Institutions and Investments

(Including Repurchase Agreements)

A. Summary of Investments

The following disclosures are meant to help the users of KTRS's financial statements assess the risks KTRS
takes in investing pu]a]ic funds. The Board of Trustees and the Investment Committee are guided iay asset allocation
parameters that the Board approves tl-n:ougll its powers defined in KRS 161.430. The parameters as outlined in
Title 102 ’ Chaptex 1.175, Section 2 of the Kentuclzy Administrative Reguiaﬁons are as follows:

o There shall be no limit on the amount of investments owned ]Jy the Sys tem that are

guaran’tee& by the U.8. Government.

»  Notmorethan thirty—}(_ive percent (35%) of the assets of the System at book value shall be
invested in corporate debt ol)]igations.

Year Ended June 50, 2002
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Note 4: Deposits With Financial Institutions and Investments (Inc]ucfmg Repur cl!mseAgreemeﬁfs) contined . .

¢ Not more than sixty percent (60%) of the assets of the System at book value shall
be invested in common stocks or preferrecl stocks. Not more than twenty-five percent
(25%) of the assets of the System at book value shall be invested in a stock porl:[o]jo
&esignecl to replicate a genera.l, United States stock index.

*  Not more than ten percent (10%) of the assets of the System at hook vahie shall be
invested in real estate. This would include real estate equity, real estate lease agreements,
mortgages on real estate that are not guara.n‘ceec]. ]:)y the U.S. Government, and shares

in real estate investment trusts.

*  Not more than one percent (1%) of the assets of the System at book value shall be
invested in venture capi‘cal investments, Ptow'cling at least seven’ty—five percent (75%)
of such investments must be in-state. :

»  Notmore than ten percent {10%) of the assets of the System at book value shall he
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 foﬂowing page represents the fair values of the investments of the Kenh_tcley Teachers' Retirement
System for Jume 30, 2000.

The KIRS bank balance consists of cash tota]ing $5,586,976 which is fuﬂy insured or collateralized with
securibies Ly KTRS orits agentin the enﬁty's name.

B. Securities Lending

Section 161.430 of the Kentucky Revised Statutes empowers the Board of Trustees with complete ﬁc].uciary
responsﬂnjﬁ:y forthefunds of the S ystem, The System operates a securities len(lmg program in which it iemporarlly
lends securities to qua]_d‘:lecl agents in excl'lange for a net fee and lngl] quahty collateral. U.S. Government and
agency securities and selected domestic stocks and bonds are the types of securities that are lent. The Systems
securities sub-custodian, The Bank of New York, acts as 1encling agent in exchanging securities for collateral. The
collateral has a value of not less than 102% of the market value of the lent securities plus any accrued, unpaifl
distributions. The collateral consists of cas]q, marketable U.S. Government securities, and selected marketable U.S.
Government agency securities approved ]Jy the Systemn. Cash collateral is invested in short-term ob]iga‘dons fuﬂy
gmrantee& }Jyt]fle United States Government or select Government agencies and Government Repurclmse Agreements
with qualiﬁed agents. The Sys’cem cannot p]eclge or gell collateral securities received unless the borrower defaults.
The 1enc1ing agent also indemmnifies the System from any financial loss associated with a borrower's default and
collateral Ma&equacy. Asgof }une 30, 2002 ; the weigl'l’cecl average maturity of cash collateral investments was one
day. Atfiscal year encl, the System has no credit risk exposure to })orrowers, since the amounts the System owes the
borrowers exceeds the amounts the borrowers owe the System.

Year Ended June 30, 2002
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Note 4: Deposits With Financial Institutions and Drvestments (Including Repurchase Agreements) continued . . .

Schedule of Investments

Short Term Investments
Repurchase Agreements

Total Short Term Investments

Bonds and Morigages
.S, Government Obligations
Treasury Notes & Bonds
Agencies
GNMA (Single Family)
Other Miscellancous

Total U.S. Government Obligations

Corporate Bonds
Industrial
Finance
Utility Bonds (Except Telephone)
Telephone Bonds
Railroad Obligations

Total Corporate Bonds
Other Fixed Income Investments
FHA and VA Single Family Mortgages
Project Mortgages (FHA 8 GNMA)
State and Local Government Issues
Total Other Investments

‘Total Bonds and Mortgages

Stocks
Real Estate

"Total Investments

5 B

£ B H5

B

une 2002

999,200,600

999,200,000

1,213,862,044
1,091,248,715
160,478,011
184,891 868

2,650,480,638

657,600,628
991,087,047
125,744,818
123,346,419

108,360

1,897,893,272

214,685
52,398,595
27,052,969

79,666,249
4,628,040,159

5,842,308,330
338,130,190

11,807,678,685

This schedule does not inclide §593,934,649 secnrities lending collateral.

= B

- - N

ne 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

Year Ended June 50, 2002
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Note 4: Deposits With Hinancial Institutions and Invastments ﬂnc/ua’mg Repm'cf)aseAgreemen ts} continued . ..
C Sun]mary of Categ’oriZecI Investments

The Eo]lowing chatt categorizes KTRS's investments, which gives an indication of the level of risk assumed ]ay
KIRS at June 30, 2002. Ca.tegory 1 includes investments that are insured or registere(l or for which the securities
are held lay KTRS' custodial agentin KTRS name. Category 2 includes uninsured and unregistere& investments for
which the securities are held by the counter party's trust cleparlment or agentin KFRS' name. Category Jincludes
securities Purchase& by and held ])y the Bystem's custodial agent. The agent loans securities owned lay the System with
the simultaneous receipt of cash collateral for the loaned securities. Cash collateral is reinvested in accordance with
the System's securities lending agreement, All securities purchased with cash collateral are sagregated })y the custodial
agent and held in the name of KTRS.

Included in Category 1 are individual repurcl-lase agresrments which are ordered by KTRS under the terms of
master repurcllase agreements with various quagiﬁed brokers. The terms of these master agreements are dictated lly
KTRS. The tepurchase agreements and their supporiing collateral are held ]:)y the custodial agent's cotresponclent
bank in an account identified }Jy the custodian's name and KTRS' nominee name. This account is unique to KTRS.
The master rep urchase agreements require that the supporting collateral have a market value of at least 100% of the
value of the repuxchasa agreements. A]so, listed among the Other Government Guaranteed Fixed Income Investments
are mortgages which are either securitized or unsecuriﬁze&, but all are insured t]—u‘ough various Federal or State

Agencies (FHA, GNMA, VA).

Summary of Categorized Investments
as of June 30, 2002
Total Fair Value
Investments - Category 1

Repurchase Agreements $ 999,200,000

US Government Obligations $ 2,092,886477
Corporate Bonds 1,893.458 865
State and Local Govermment Issues 27,052,969
Common Stocks 5,836,228 033

Investments - Category 3

Securities Lending Short-Term Collateral Repurchase Agreements $ 593934649

SUBTOTAL $ 11,442,760,993

Investments - Not Categorized

Investments held by broker dealers under securities loans with cash collateral
U3, Government Obligations $ 561,546,267
Corporate Bonds 4,434,407
Cominon Stocks 6,080,303

Other Govertunent Guaranteed Fixed Income Investments 48,661,174
Real Estate 338,130,190

TOTAL § 12,401,613,334

Year Ended June 50, 2002
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Note 4: Deposits Wi th Financial Institutions and Investments (Incfua’ing Repm‘c}mse Agreements) con tinued . . .

D. Derivatives

Investments may be made in derivative securities, or stralegies which make use of derivative mslrments, ordy if
stich investments do not cause the por!:fo}io to be Ieverage&. Investments in derivative securities which are su]:)ject to
la,rge or unanticipated ollanges in duration or cash flow, such as interest on_ly (IO}, Priucipal only (PO), inverse:
Hoater, o structured note securities are expressly prohibited,

The Defined Benefit Plan and the Medical Insurance Plan invest in hgh qua]ity collateral morlgage o])]igations
(CMOs) and other asset-backed securities to increase returm and adjust duration of the portfolio. KI'RS may invest
in exchange—tradecl funds as equity investiments.

Collateral mortdage ob]igations and excl'zange~i:radec1 funds pose no greater risk than other similar investment
grade holflings in KTRS' portfo]ios. The fair values of CMOs at June 30, 2002 and 2001 were appro;d_ma’cely $43
million and $34 million, respeotively.

Note &: Medical Insurance Plan & Post-Employment Benefits

A. PLANDESCRIPTION

In addition to the requirecl pension benefits described in Note 1 ; Kentucley Revised Statute 161.675 allows
KTRS to provic},e post-retirement healtheare benefits to members and depenclenis. Tobe e]igijble for medical ]Jeneﬁts,
the member must have retired either for service or clisai:iiit}g attain age 55 with 5 years of Kentuclzy service or had
2 years of Kentuc]zy service,

"The KTRS self-insured plan is limited to KT'RS members and spouses at least the age of 65, AHKTRS members
under the age of 65 are offered commercial insurance 'tln'oug]:x a state insurance purcilas'mg poo] administered lay the
Kentuclzy Personmnel Cabinet. The Personnel Cabinet's primary function is to negotiate contracts with health Piems
to obtain the best price for persons covered. KIRS members were givena supplemeni' to be used for payment of their
health insurance premiurm. The amount of the member's sup plement was based on the member's service credit and
age. Premiums over the monthly supplement are pai& ljy the member. The system bears no risk for excess claims
expenses under the commercial insurance coverage,

KTRS mem}Jers and spouses at least age 65 in the KTRS sellinsured p]an are also given a supplemen’c based on
service credit. Members with 20 ormore years of service received the l]ighest supplemen’c.

At June 30, 2002, KTRS insurance covered 26 ,081 retirees and 6,188 dependents.

Year Ended June 30, 2002
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KENTUCKY TEACHERS RETIREMENT SYSTEM

Note 5: Medical Insurance Flan @Rst—f{’mpl‘oyment Beneﬁts continued . ..

B. SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

Basis of Accounting

The Medical Insurance Plan financial statements are prepared using the acorual basis of accounting. Member
contributions and employer matc}]ing ate recognizecl in the fiscal year due. Healthcare premiumms chﬂrgecl to retired
members are recognizecl when due and any premiums collected in advance are recognizec]. asa La])ﬂi’cy

Method Used to Value Investments

Since the investments are all short-term investments tlley are reported at cost, which is faix value.

C. CONTRIBUTIONS

The post-retirement healthcare pxovi&ed I}y KTRS is financed on a pay-as-you-go basis. In order to fund the
post-retirement healthcare benefit, one and five tenths percent (1.5%) of the gross annual payroll 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. A}so, the premitms collected from retirees as described in the Plan tlescripﬁon Ilelp meet
the medical expenses of the p}ﬂn.

Since medical expenses have slzyroclee’cecl in the last clecade, it has become increas'mgly difficult to meet the
expenses of the retiree health insurance program. Lo fund the plan, the state legislature has approved additional
funding of 3.25% of payroll from the employer matching contribution to the Medical Insurance Plan.

D. INCURRED BUTNOTREPORTED CLAIMS LIABILITIES

]uly 1, 1991, KTRS became self-insured asstuming all ha]o]llty for post-retirement healthcare costs. Effective
January 1, 1997, insurance plan participants under age 65 were offered insurance through a state purchasing pool
as described in the prece&illg plan description. KTRS recognizes estimates of liahilities for self-insured u_npaicl
claims that have incurred Gaot}l reporl:ed and unteportecl) using the clevelopmen’c method. This method uses past
ohserved patterns of time between the date the claim is incurred and the date the claim is paid to estimate incurred
claims from available paid claim information. The following schedule shows the change in the claims and liability
and the claims activity for the years end.ec].]une 30, 2002 and 2001.

Year Ended June 30, 2002
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Note 5: Medical Insurance Plan (?Post-ﬁmpfaymentBeneﬁfs continued . . .

Fiscal Year 2002 Fiscal Year 2001
Beginning Unpatd Claims Liability $ 6,300,100 $ 1316199
Claims Incurred
Current Year 99,923,619 86,571,232
Increase {Decrease) in Prior Years 1,563,647 £1,644.595)
Total Incurred Claims $ 101,487,266 $ 84,926,637
Claims Paid
Current Year $ 94,180,836 $ 81,229284
Prior Years 5,726,598 4,713,452
Total Payments $ 99907434 $ 85942736
Ending Unpaid Claims Liability $ 7879932 $ 6,300,100

E. ADMINISTRATIVE EXPENSES
The total administrative expenses of $3, 491,649 are processing fees pai& to third party administrators.

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

A. Plan Description

KTRS has , i1 prior years, administered a salaxy deferral prograim as Permii:ted }Jy section 4@3(13) of the Internal
Revenue Code. Under this program members were able to volu_n’carily defera portion of their compensation within
the limits established ljy the app]ical)le laws and reguiations. However, the Sys’cem's Board of Trustees determined
that the cost of p}:ovic].ing the necegsary services to assure the Sys tem of continuing compjiance with these laws and
regulations was not economicaﬂy feasible due to the limited participation in the prograim Iay the System's members.
The Board &eoiéecl, t}xerefore, to discontinue o&eﬂng the prograin as of Aprﬂ 30, 1997. Members who were not
receiving anntities from their account as of A_prij 30, 1997, were able to transfer their respective accounts &irectly
into other tax-sheltered pians on a tax-free basis. As of June 30, 2000, the ﬁ&y—three members who are receiving

annuities will continue to receive distributions accorcling to the terms of their respective elections.
B Smmnary of Significant Policies
Basis of Accounting

Tile Tax—sheltered Annui’cy Plan financial statements are prepared using an accrual basis of accounting,
Contributions are no 1011ger being acceptecl into the pIan ; therefore, there are no receivables to be recognizm]..

Met}lodU e(lto alue er

The short-term investments are rep orted at cost, which is fair value. A laonci, purc-hasea i this fiscal yeart, is
repor{:ed at fair market value.

Year Ended June 30, 2002
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Required Supplemental Schedule i
Defined Benefit Plan ,
Schedule of Funding Progress i
(dollar amounts in millions) E,E
UNFUNDED E
VALUATION ACTUARIAL  ACT'UARIAL ACTUARIAL FUNDED COVERED  TUAAL
YEAR YALUE OF ACCRUED ACCRUED RATIO PAYROLI. ASAY%OF EQ
JUNE 30 ASSETS LIABILITIES LIABILITIES COVERED '
(UAAL) PAYROLL i
a b (b-a) (a/b) c [(b-a)/c] i
1997 $8,789.9 $ 92,9062 $1,1163 88.7% $1,925.0 58.00y
1998 10,370.6 11,516.6 1,146.0 90.0  1,973.7 58.1 ]
1969 11,658.6 12,288.2 329.6 97.3 2,041 .4 16.1 i
2000 12,759.6 13,3304 5708 95.7 2,133.7 26.8 '
2001 13,2992 14,6421 1,342.9 90.8 2,213.8 60.7 i
2002 13,5888 15,695.6 2,106.8 86.6 2,313.7 011 &
s
The amounts reporte(l in this schedule of {unding progress do not include assets or liabilities for post- _
employment healthcare i:ienefits, nor are the assets and liabilities of the tax-sheltered annuity plan included. @
o
Required Supplemental Schedule E
Defined Benefit Plan '
Schedule of Employer Contributions
(dollar amounts in millions)
FISCAL YEAR ANNUAL
ENDED REQUIRED PERCENTAGE
JUNE 30 CONTRIBUTIONS CONTRIBUTED
1997 $293.7 100%
1998 294:.3 100
1999 ' 288.5 100
2000 311.3 100
2001 262.8 100
2002 284.8 100
Year Ended June 30, 2002
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Required Supplemental Schedule
Medical Insurance Plan
Schedule of Funding Progress

(dollar amounts in millions)

UNFUNDED
VALUATION ACTUARIAL ACTUARIAL ACTUARTAL FUNDED COVERED  UAAL
YEAR VALUE OF ACCRUED ACCRUED RATIO  PAYROLL ASA%OF
JUNE 30 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 25% $2,1337 100.7%
2001 103.4 2,631.0 2,427.6 4.1 2,213.8 109.7
2002, 146.0 2,806.0 2,660.0 5.2 2,313.7 114.9

The amotnts reporte(l in this schedule of fun&mg progress do not include assets or liabilities for the defined
benefit plan, nor are the assets and liabilities of the tax-sheltered aunuity pian inchaded.

Required Supplemental Schedule
Medical Insurance Plan
Schedule of Employer Contributions
(dollar amounts in millions)

FISCALYEAR ANNUAL

ENDED REQUIRED PERCENTAGE
JUNIE 30 QONTRIBUTIONS CONTRIBUTED
2000 $ 48.9 100%

2001 2.4 100

2002 95.3 160

Year Ended June 50, 2002
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Notes to Required Supplemental Information

Note I Description of Schedule of Funding Progress

Defined Benefit Plan

The Schedule of Punding Progress summarizes the actuarial value of the System's assets and actuarial acceraed
liability as of June 30, 2002, and each of the preceding five years. The data presented in the schedules was obtained

from the Sys{:em's inclep endent achlary's annual valuation report for each year pres ented.

Expressing the actuarial value of assets as a percentage of the actuarial acerued liabilities provifles an indication
whether the system is ]Jecomjng f:inanciaﬂy stronger or weaker. Generaﬂy, the greater the percentagde, the stronger
the retirerent system. "Trends in unfunded actuarial acorued liahikities and annual covered Payroﬂ are hoth affected
Ly inflation. Expressing the unfunded actuarial acorued liabilities as a percentage of annual covered payro]l aids
a.nalysis of progress made in accumula.thlg sufficient assets to pay benefits when due. Generaﬂy, the smaller this
percentage, the stronger the retirement system.

Medical Insurance Plan

The Scheclule o{ F‘uncling Progress sumarizes the ac!i:uarial value O£ ‘che System’s assets ancl actuarial acerued
liability as of June 30, 2002 and 2001. The data presented in the schedule was obtained from the System's

inclepenclen’c actuary’s annual valuation report for each year presen’cec]..

Fxpressing the actuarial value of assets as a percentage of the actuarial accrued liabilities provi&es an indication
whether the system is ]Jecoming financiaﬂy stronger or weaker. Genera.]ly, the greater the percentage, the stronger
the pla.n. Trends in unfunded actuarial accrued liabilities and annual covered Payroﬂ are both affected 1Jy inflation.
Expressing the unfunded actuarial accrued liabilities as a percentage of annual covered paytoﬂ aids analysis of
progress madein accumu}ating sufficient assets to pay henefits when due. Generaﬂy, the smaller this percentage, the
stronger the plan.

Year Ended June 50, 2002
34




= = = R )

g

il

==

E
A
E
=

oWy R R R R W R

FINANCIAL SECTION

N e S T

Note 2: Actuarial Methodologies and Assumptions

Defined Benefit Plan
A. Methoclolog’ies

The prormsa& benefits of the Sys‘cem are included in the actuan"LHy caleulated contribution rates, which are

developecl using the unit credit actuarial cost method with Pro;eotecl benefits. The actuarial value of assets was

' determined using the method illustrated in the Actuarial Value of Assets table. Gains and losses are reflected in the

unfunded accrued Laln]lty that is Leing amortized Ly regular annual contributions as a level percentage of payro]l
within a 30-year period using an open amortization approaclm

Actuarial Value of Assets

1
@)

€))

@)

o)

®)

o

®)

Actuarial Value of Assets on June 30, 2001

200172002 Net Cash Flow
a.  Contributions
b. Disbursements
¢.  Net Cash Flow
@a-2)h

Expected Investment Return
K1)x.0751+1(2)xx.0375]

Bxpected Actuarial Value of Assefs
on June 36,2002

1D+ 2x+3)
Market Value of Assets on June 30, 2002

Excess of Market Value over Expected Actuarial Value
5)-@)

20% Adjustment towards Market Value
20 x(6)

Actuarial Value of Assets on June 30, 2002
@+

$ 13,299,160,957

509,156,163
144,381,202

(235,225,039

988,616,133

14,052,552,051

11,734,028,537

(2,318,523,514)

(463,704,703)

§ 13,588,847,348

B.  Assumptions

The information presente& in the reqturecl suppiemen’tary schedules was determined as part of the actuarial

valua’clon at Jche dﬂ’ce mdioated Addﬂ:ionai mformation as o£ the ia’cesL aehlana} valuatlon foﬂows

Valuation Date June 30,2002 Ac‘tum‘iaiAssumpﬁons:
Actuarial Cost Methed Projected Unit Credit Towvestrent Rate 7.5%
Amorlization Method Level Percent of Payroll, Open Projected Salary 4.0tc81%
Remaining Amortization Periad 30 Years Bost-retirement Benefit Increase 1.5%
Asset Vialuation Method 5-Year Smoothed Market Inflation Rate 4.0%
Year Ended June 30, 2002
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Note 2: Actuarial Methodologies and Assumptions continued . . .

Medical Insurance Plan

A. Methodologies

The actuarial value of assets is determined Ly using the market value as proviclecl }Jy KTRS. Compliance with
app}icalale ctirrent or {u‘ture accountting s’canclar(ls may require use 0£ c{iﬂeren’c actuarial methods or assumptions,
For purposes of estimating the amortization, a 3.5% sa]ary scale is used.

B.  Assumptions

Signiﬁcant ac‘cuarial asswunptions employeci ]Jy J(:lle actuary forthe ).Cun&ing purposes as of]une 30 N 2002, , t]'le

most recent up&atecl actuarial information include:

&
E]
E’
£l
)
£
i
s
fi:
iine
m:
e

¥ Assumed discount rate 7.5%

* Assumed plan asset return rate 1.5%

o Assumed pre—Medicare benefit cost trend rate 9.0%

¥ Asgumed pos t-Medicare henefit cost trend rate 13.5%

* Assumed ultimate cost trend rate 5.0%

* Assumed ultimate cost trend rate achieved 2010
Year Ended June 30, 2002
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Supporting Schedule 1

Schedule of Administrative Expenses
Year Ended June 30, 2002

ADMINISTRATIVE EXPENSES YEAR ENDED
JUNE 30, 2002

HEd W EEdd

Salaries $ 4,305,660
Other Personnel Costs 263,788
Professional Services & Contracts 6045,231
Utilities 50,812
Rentals 14, 795
Maintenance 206 ,27.6
Postage & Related Services 268,726
Printing 107,557
] Insurance ‘ 67,466
Mizscellaneous Services 116,470
i | Telecommunications 32,710
Computer Services 134,106
S upplies 53,019
Depreciation 167,567
Travel 28,121
Dues & Subscriptions 21,084
Miscellaneous Commodities 5,410
E Furniture, Fixtures, & Equjpment not Capi’ca]jzect 166,966
) Compensated Absences 74,5656
o TOTAL ADMINTISTRATIVE EXPENSES $ 6,677,819
A
A
A
A
A
A
Year Ended June 30, 2002
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Supporting Schedule 2

Schedule of Contracted Investment Management Expenses
Year Ended June 30, 2002

AR BERRBAMB

FIXED INCOME MANAGERS i
National Asset Management Corporation % 367,939

Todd Tnvestment Advisors ' 346,986 E

Total Fixed Income Manag’ers $ 7143,925 @

EQUITY MANAGERS i

UBS Global Asset Management Corporation $ 500,000 @
National Asset Management Corpom‘tion 750,000 )

Todd Investment Advisors 433,014 @

Wellington Management Company 1,373,107 i

i

Total Bquity Managers $ 3,086,121 i

Al

CUSTODIAN N

Farmers Bank $ 408889 i

CONSULTANT - Euni

Recker, Burke Associates - $ 45,000 .

i dvchut B

TOTAT CONTRACTED INVESTMENT g

MANAGEMENT EXPENSES $ 4,244 935 .

)
=

Supporting Schedule 3

Schedule of Professional Fees for Year Ended June 30, 2002

YEAR ENDED
PROFESSIONAL NATURE OF SERVICE JUNE 30, 2002
Charles T. Mitchell Company, LLP Aucliting Services % 24,500
Buck Consulting Actuarial Services 135,347
Buck Consul’cing Consulting Services 325,000
International Claim Specia]ist Lavestigative Services 2,461
Farmers Bank Ban]zing Services 21,298
FileNet Computer Design Services 95,625

TOTAL $ 604,231

Year Ended June 30, 2002
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Clartis T Mitstott Gonpang, BLP IC Tm

Certified Public Accountants
00N C, GILES, C.PA.

(0, BOX 698 o
Fﬁﬁ&?ﬁl&ﬁ?ﬁ%ﬁy 40502-0698 WILLIAN G. JONUNSON, JR,, C.P.A,
TELEPHONE - (502) 227-13¢5 Li\ﬁfﬁ’% é\:iélﬁl&h,lg. !f.‘,\i’A
TELECOPIER - (502) 217-8005 BERNADETTE SMITH, C.P.A.

KIM FIELD, CRAL

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

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON ANAUDIT 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, 2002, and have issued our
report thereon dated November 22, 2002. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether Teachers’ Retirement System of the State 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 compliance with those provisions was not an objective
of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting
In planning and performing our andit, we considered Teachers’ Retirement System of the State of Kentucky’s internal

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

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

Lrrdes T uidcheds Lo,

November 22, 2002

Year Ended June 30, 2002
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BARBARA G. STERRETT
ACTIVE TEACHER TRUSTEE
KTRS Boarp oF TRUSTEES

BARBARA G. STERRETT has served on the Board of Trustees of the Kmﬁuc]zy "Teachers’ Retirement
Sys’tem since 1990, Ms, Sterrettis currently amath teacher at Lay{aye’d:e ngh School in Lexin gton,
Ken’cuclay, with over Lwenty—eight years of service. She has a Rank I with Master’s and S pecia}jst Degrees
from the University of Pittsburgh. She is active in KEA and NEA and has served as president and treasurer
of the Payette County FEducation Association as well as a member of their Iegmlatwe contact team. Ms.

Sterrett also serves on the Fayetl:e County Public Schools D]stnct Benefits Committee. In the past she
served on the District’s Long Range Plan_m_ng Committee on Compensatlon, the Sabbatical Leave
Committee and the Cafeteria Plan for Fr;nge Benefits Committee. She is also a member of Lafa.yetle 8
School Based Decision Mai:’ing Council and is on the Board of Directors of the KentuclzyAssociation of
School Coumeils. Ms. Sterrett is a member of the National X Kentucley, and Lexington Councils of Teachers
of Mathematics A the League of Women Voters , N ational Organization for Women and Alpl'xa Delta Kappa.
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KenTUCKY TEACHERS® RETIREMENT SYSTEM

REPORT ON INVESTMENT ACTIVITY

Tl—u's report is prepaxecl l)y the Tnvestment staff of the Keniuclzy Teachers’ Retirement System.

Mr. Stuart A, Reagan, CEA M. Benny Greemve]], CPA
Chief Investment Officer Director of Tnvestment Accounﬁng
OVERVIEW

The Board of Trustees of the Teachers’ Retivement Systermn amua]ly appoints an Investment Committee consisting
of two Board members and the BExecutive Secretary. This Committee acts on behalf of the Boaxd, Su]:oject to its
approval, in all matters concerning investments. In comp]iance with the Kenf:ucley Revised Statutes, the Board of
Trustees has adopted an “Investment Policy” which it reviews periodically. The investment o])jectives of the Board of
Trustees are as follows:

1. The funds of the Teachers’ Retirement System of the State of Kentuclzy shall be invested solely in the
interest of its members and their beneficiaries. Investment income shall be used for the exclusive purpose
of provicling benefits to the members and their beneficiaries and maleing payment of reasonable expenses
in a&mjnistering the Plan and its Trust Funds.

2. The specific objech've of the investment program sha]l he the investment of the Fund’s assets in securities,

which shall proviéle a reasonable rate of total return with major empllasis }Jeing p]ace& upon the protection
of the invested assets. When investments are acquired, current income ’cogetl'xer with prospects for capital
appreciation shall be weighecl in regard tothe long—range needs of ptovic{i;ng henefits to members and their
heneficiaries. Short-term fluctuations in the market value of the Fund's assets shall be considered as
seconclaty tothe iong—_term o]ajectives and needs of the System.

Within the Kentucley Revised Statutes and pertinent Policies, the Board of Trustees and the Investment
Committee shall execute their ﬁduoiary resPonsi}Jiiiﬁes in accordance with the "pru&ent man rule” , 08 identified in

KRS 161.430 (2) (}J) lavestment activities shall be conducted, “with the care, skill, pruclence, and dﬂigence under
the circumstances then prevai]ing thata pr udent man actingina like capacity and familiar with these matters would
use in the conduct of an enterprise of a like character and with like aims”. The responsi})ﬂ{ty for investing the assets
ofthe S ystem is clearly assignec]. to the Roard of Trustees.

INVESTMENT COMMITTEE

MR. EARLE V. POWELL MR. ROBERTM.CONLEY

Chairman Vice-Chairman
MR. GARY L. HARBIN ; CPA

F- Oﬁ;'cio Meml)er, EBxecutive Secretary

Year Ended June 30, 2002
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INVESTMENT SECTION

EXECUTIVE INVESTMENT STAFF

MR. GARY 1. HARBIN, CPA MR. STUARTA.REAGAN, CFA

Clu'ef Investment Oﬂ;'cer

Hxecutive Secretary

O W i W O e W e o W

PROFESSIONAL CONSULIANTS
Investment Advisors Investment Consultant
Fixed Income and Fquity Managers Becker, Burke Associates, Inc.
Todd Investment Advisors Suite 1000
101 South Fifth Street 221 North LaSalle Street
i National City Towers, Suite 3160 Chicago, Ilinois 60601
. Louisville, Kentucky 40202

Tnvesco-National Asset Management

400 West Market Street
Suite 2500
Louisviue, Ken’cuclay 40202,

Hquity Managers

URBS Global Asset Management
UBS Tower

One North Wacker Drive
Chicago, Illinois 60606

\Weﬂington Management Compa.ny
75 State Street
Boston, Massachusetts 02109

Farmers Bank & Capital— Trust Co.
Farmers Bank Plaza
Franlzforl:, Keni:uclzy 40601

Year Ended June 30, 2862
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KeEnTUCKY TRACHERS' RETIREMENT SYSTEM

INVESTMENT CONSULTANT'S STATEMENT

Beclzer, Buarke Associates served as Investment Consultant to the Ken%ucley Teachers’ Retirement S ystem cluring
the 2001-02 fscal year as it has in several previous years. Beclzer, Burke Associates is familiar with the operation of

the System's investment program as well as its performance. The investment program of the Retirement System is

oyemted ina prucient manner that reflects a desire to preserve capitai while maximizing returns, The assets of the
Retirement Systern are assigned. to various portfo]ios in order to ciiversify the System's investments and take advantage
of opportunities in various asset classes and sectors. The System gravitates toward relaﬁve}y congervative hol&ings
in each assel class. The overall effect of diversi{:iczd:ion is to minimize risk. The manner in which the Retirement
System operates and its investment resulls are commensurate with other risk-averse institutional investors in similar

Edmund M. Burke
President

Becker, Burke Associates
Sep%emjaer 12, 2002,

regulatory environments,

ASSET ALLOCATION

The Board of Trustees and the Investment Committee are guicie(}. Ly asset allocation parameters that the Board
approves through its powers defined in KRS 161.430. The asset allocation limits complement the investment
pun01p1es used ]‘Jy the Board and Committee regarclmg security, clwersrﬁcahon, hlgh return, and Lqmdzty The asset

allocation POlle 18 adop{ed }Jy the Board of Trustees and approved in the £orm of administrative regu]ahon The
asset allocation parameters are struc’cured. in order to maximize return while at the same time pr rovide a Pru&ent
diversification of assets and preserve the capital of the Teacheys’ Retirement System. The Board is interested in
assurning secure investments that will Plomc]e 1011g term growtl'l to the fund. The Board does not atl)i’cmn}y compromise
secutity in order to enhance the prospects of return. The Investment Committee and the Board are mindful of the
fu_ncl hqm&ﬂ.y and its capa]::}jlty at meeting both sf’lort and long term 0}3!1gat10ns Asset aﬂocatlon parameters

{OHOW

1. There will be no limit on the amount of investments owned ljy the System that are guaran’ceerl lay the
U.8. Government.

2. Not more than 35% of the assets of the Sys’cem at book value Shaﬂ be invested in corporate debt
ol)]igations.

3. Not more than 60% of the assets of the System at book value shall be invested in common stocks or
Preferrecl stocks. No more than 28% of the assets of the Sys’cem at book value shall be invested in a stock
porl:£o]io ciesignec;. to reP]icate 3 genera], U.8. stack index.

4, Notmore than 10% of the assets of the Dystem at book value shall be invested in real estate. This would
include real estate equity, veal estate lease agreements, mortgages on real estate that are not guarantee& by
the U.S. Government, and shares in real estate investment trusts. -

Year Ended June 30, 2002
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5. Not more than 1% of the assets of the Sys’cem at book value shall be invested in ventire capitaI investiments
providing at least 765% of such investments must be in-state.

6. Not more than 10% of the assets of the System at hook value shall be invested in any additional
category or categories of investments. The Board shall approve by vesohation such additional category or
calegories of investments. Within this parameter, the Board appmveé a provision in 1999-2000 that
pernits limited owners}np of foreign equities. The System may acquire equity in 1arge Capltalz'faimn
comparies whose stock is traded in the U. S, but the comparies are domiciled in select foreign countries.

Foreign exposure is limited ta 1.2% of the Sys’cem s assets at book value.

The asset allocation of investments at market value was somewhat different at the ljegi_nning of the fiscal year
than it was on June 30, 2002, Tn addition, the market value allocation of assets through the dynamics of the
securities markets is different than the baok value allocations. During the 2001-02 fiscal year, the market value of
the stock position decreased from  53% 1o 49% of assets. 'The portion of the portfolio in Government securities
remained the same at 22%. The cash position, also remained the same during the year at 8% of assets. The real
eslate equity position remained a re]ative]y small portion of the System's Port'folio at aPProxima’cely 3%.

The Kentucky Revised Statutes require the Board of Trustees to einploy experienced investment counselors to
advise it on investment related matters. Todd Tnvestment Advisors was employed during 2001-02 as the System’s
principal investment coun selor, providing assistance in the management of $2.3 hillion of stocks and bonds.  Invesdo-
National Asset Managernen’c, UBS Global Asset Ma.nagement, and We]jing’con M anagement COmpany also were
retained du_ting_ the 2001-02, fiscal year to provicle investment counse}jng services. Invesco-National Asset
Management assisted in the management of approximately $1 hillion in bonds , as well as managing about $840
million in equity investments. UBS Clobal Asset Management, formerly Brinson Partners, was responsil)le for
managing approxifnate}y $467 million in equities, and We]]ing’con Management Company managed about $927

illion in equities. In addition to monitoring the investment co unselms, the in-house investment staff managec].
about $5 4 hillion of fixed income and equity assets, All of the investment firms , while speclailzmg . par Hoular
asset classes or sectors, are reqmrec], to work within the same broad oL]echves, portEo]lo constraints, and administrative
gm&e]lnes. Four investment counselors plus an in-house staff prow:le the Board of Trustees Wﬁ:ll a divesrsification
of management that is appropriate fora $11.8 billion fund. The Farmers Bank & CaPi‘tal Trust Company, located
in Franklort, Kentuclzy, was retained in 2001-02 as the Custodian of Securities with the Bank of New York gerving

as a sub-custodian.

The System regularly votes proxy statements associated with its equity ownesship. The positions assumed by the
System are intended to represent the financial interests of the meml)ersl'np The Board of Trustees has ado p’ced a
pohcy that directs the staff not to su]:)] ugate the financial concerns of the System to social or Pohhcai protests. At
the same time, the Sys’cem expects the companies in which it acquires stock to be solid corporate citizens that abide

Ly Pedera], state, and local laws.

Year Ended June 30, 2002
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FINANCIAL ENVIRONMENT

In the fiscal year ended Jume 30, 2002, the equity market seemed to be battered ]:)y blow after blow. The
Sep’temlaer 11 terrorist attacks , 8 recesgionary economy, and awave of corporate scandals invo}ving accounting fraud
and other malfeasance ]:)y corporate executives, alltook a toll. The ’cechnology—dominatecl NASDAQ Composi’ce
declined lny 32.3% after fa]]ing 45.6% the previous fiscal year. The Standard & Poor's 500 Index declined 18.0%,
and the Dow Jones Industrial Average declined 10.3%. In a continuation of a trend from the previous fiscal year,
smaﬂer-capif:alization and value stocks Performe& hetter. The Standard & Poor's 400 Mid Cap Index declined
4.7%, while the Mid Cap 400 Value Tndex was up 3.1%. The Standard & Poor's 600 Small Cap Tndex was up
0.3%.

After s]ipping into recession in the previous fiscal year and being }Jﬁeﬂy sta.ggerecl }Jy the terrorist attacks in
Septem}Jer, the economy struggled 1o recover over the winter and spring of 2001-02. Consumer spencling and
housing showed remarkable resilience while capital spen&ing remained weak. The war on terrorism gave a bhoost to
government spenc]ing. Cross domestic procluct, a(].justefl for inﬂat‘ion, grew 2. 1% over the fiscal year after deo]jning
0.1% in the previous twelve months, With growth remaining well below the economy's potential, the unemployment
rate rose from 4.6% to 5.9%. Inﬂation, as measured I)y the Consumer Price Inclex, fell to 1.1% over the fiscal year,
down from 3.3% in the Prececling year. The Federal Reserve hattled the weak economic conditions ]:)y 1ower'mg the
federal funds rate from 3.75% in mid-summer of 2001 to 1.76% Ly mid-December. Corporate proﬁts were
already showing improvement by late 2001 and iuto the first hall of 2002 on cost cutting and improvements in
productivity.

Throughou‘c the fiscal year, lugh qualﬂ:y bonds served as a safe haven clutlng slaarp downturns in the stock market.
High qua]ﬂ:y was essentia], however, as the corporate bond market Ianclscape seemed to be filled with credit qua]ity
land mines. The performance differential between the higl'lest quality bonds and lower credit qua]ity bonds was
unprece&entecﬂy wide. The bond market benefited from aggressive monetary policy as the federal funds rate was
lowered between Augusf: and December, 2001, from 3.75 to 1.75% — its 1owes‘c rate in for‘cy years. Long—term
interest rates declined signj:Eicanﬂy less , as the yiel(l gap between long and short-term interest rates widened. Overaﬂ,
the Tehman Government/ Credit Index returned 8.3% for the fiscal yeat, well above consumer price index inflation

OE Ollly 1.1%.

PORTFOLIO CHARACTERISTICS

At year's encl, the System's entire stock porE:Eo]io, exclusive of the stock index £un(1, could he characterized as
Ligh qua]lty and diversified. The KTRS portfo]io, as measured by }Jeta, was approximaiely as risley as the Standard &
Poor's 500 Index. Beta is a measure of the Voia’ci]i’cy in price ofa particula.r stock or porl.{o]io comparecin to the
volati]ity of the index. The beta of the KTRS porl:folio at the end of the fiscal year wag 1.00. The KTRS porl:fo]io
registerec}. a price-earnings mﬂﬁple that was lower than the index. The price-earnings ratio for the porl:Eo]io atthe
end of the fiscal year was 241, compare& t0 26.2 for the index. Two factors attesting to the hi gh qua}ity of the
portfolio were the higll rate of growt]'x in both earningds per share and dividends per share. The average earnings
growth rate over the past five years for the KTRS stock porbfo]io was 17.0%. The average dividend growth rate for
the past five years of the KTRS pori:folio was 3.0%. At the end of the 2001-02 fiscal yeat, the yielcl levelfor the
KIRS port‘folio stood at 1 6%, which was identical to the index.

The stock position, apart from the stock index fund, Legan the 2001-02, fiscal year l)y laeing 30.4% of assets at
market value, and lay year—enrl, it constituted 29.0% of assets. In dollars, the value of the stock position decreased
from appmximately 3&3.8 Lillion to about $3.44 billion in 2001-02. The stock index fund representecl another
$2.4 hillion that was invested in stocks at year end. Btock selections c}.uring 2001-02, affected a varie Ly of market

Year Ended June 30, 2002
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sectors. At the end of 2001-02 , the sector weig}l’cin'gs in the KTRS stock porlrjgo}io were similar to those of the
Standard & Poor's 500 Index. The greatest differences were underweighﬁngs ]:)y KIRS in the consumer cliscxeftionary
and information ’cecl‘moiogy sectors and overweightings in the industrial and financial sectors.

On June 30, 2002, the System's entire bond portfo}io had a duration of 6.2 years. lts yie}d to mahuity was
5.3%. The avetage coupon rate for the holdings was 6.4%. As of June 30, 2002, the effective maturity of the fixed
fhcome portfoﬁo was 8.9 years, The maturities of fixed income investments will generate cash for the fund in future
years, Approxilna‘tely 73% of the fixed income investments, inclucling short term cash equivaients . will mature Ly
the end of 2014, about 12 years. This will assist the System in meeting retirement fund obligations as well as permit

it to assume new investments,

PORTFOLIO RETURNS

The investment portfolio experienced growth in its book value during the 2001-02 year, while its market value
decreased. The marketvalue of the portfo]io decreased $716.3 million to a total of $1 1.8 hillion at year—end. The
book value of the fund increased $2343.6 million éuring the year, The System accumulated in excess of $44:1
million of investment income during 2001-02; this investment income total excludes monies earned but not received
}Jy the end of the fiscal year. The income resulted from interest, dividends B rental income, 1en(1i_r1g income, and
realized gains, At yeaa:—en&, the "net indicated yiel(l” on fixed income investments at book value was 5.2%. The
"indicated dividend yie]d" on common stocks was 1.5%.

For the 200102 fiscal year, the total return earned ]3y the System's stock position is better than the return
generated })y the Standard & Poor's 500 Stock Index. The KTRS stock position earned a total return of (14.5)% in
2001-02, while the stock index earned (18.0)%. The ten year anmualized retuen for the years 1993 tln:ough 2002
was 11.9% for the System’s stock position and 11.4% for the stock index. The System's bond position earned a ten
year annualized total return of 7.5%. This is s]ighﬂy better than the 7.4% return earned }Jy the Lehman Brothers
Government/Credit Index. In2001-02 ; the System's bonds earned a total veturn of 9.5%, while the Lehman
Brothets Index earned 8.3%. The entire pori:fo}io earned a total return of (4.1}% in 2001-02. The portfo]io's ten
year annualized rate of total return was 9.0%. The total return of the porH;olio over ten years more than ieepi: up
with the rate of inflation and proviciecl real growth. n2001-02, the Consumer Price Index registerecl an inflation
rate of 1.1%. The ten year annua}izecl rate was 2.5%. The System conforms to "AIMR Performance Presentation
Standards™ in calculaf:ing porl:fo]io returns, '

"The charts that follow this narrative grapl'aicaﬂy disp}ay the grOWt}l that is discussed in the Preceding Paragrapl']s.
Foﬂowing the charteis a stunnary clescription of investments held at June 30, 2002. The System zmnua]ly produces
a detailed investment veport that is available on request.

Year Ended June 50, 2002
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KenTUCKY TEACHERS' RETIREMENT SYSTEM

Totﬂ Return on KTRS Investments®

Percentages .
Lehman KIRS
S’tanclzmi Brot}lers Congsumer Cash KIRS KTRS
Fiscal & Poor's KIRS Govtf C}:edit KIRS Price Collection Real Total
Year 500Index Stodss BondIndex Bonds Index Fund Estate Portlolio
1992-93 136 133 132, 132 3.0 30 9.0 12.1
1G93.04 1.4 2.2 {(1.5) (0.9) 2.5 36 7.2 0.7
1994-95 26.1 253 12.8 127 3.0 63 10.1 169
1995-96 26.0 263 4.7 4.3 2.8 6.0 1.6 13.5
1996-97 347 331 78 78 2.3 58 8.8 19.6
1997-08 30.2 29.2 113 116 17 6.1 9.7 19.4
1998-99 22.8 22.0 2.7 23 2.0 53 9.7 115
1999-00 7.3 36 43 4.9 3% 58 9.9 4.1
2000-01 {14.8) (8.9) 111 109 33 6.0 9.5 {07)
2001-02 {18.0} (14.3) ' 8.3 9.5 1.1 2.5 6.0 41
Three Year
Annualized Rate  (3.2)  (69) 79 84 2.7 4.8 8.4 (0.3)
Five Year
Annualized Rate 3.7 49 7.5 78 2.3 5.1 8.9 ‘ 5.7
Eight Year
Annualized Rate 12.5 13.0 78 79 2.5 55 9.4 Q.7
Ten Year .
Annualized Rate 114 119 74 75 2.5 5.0 9.1 Q.0

* ‘Tachers’ Retivement System of the State of Kentucky has prepared and presented this
report in comp]:'ance with the Performance Presentation Standards of the Association
for Investment Management and Research (AIMR-PPS). AIMR has not been involved

with the preparation or review of this report,

Year Ended June 30, 2002
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Investment Summary

Fair Market Value
06/30/2002
Sales
Re&empﬁons,

Type of Fair Value Apprediation Maturities & Fair Value
Investment 07/01/01 Acquisitions (Deprecia{:ion) Paydowns 06/30/02
Short Term 094,200,000  35,650,476,400 723,600 35,646,200,000 999,200,000

Fixed Income 4,613416,100 1,576,979,700 152,460,100 1,714,815,700 4,628,040,200
Fquities 6,916,355,100 1,639,743,200 (1,082,408,600) 1,193,191,200 6,180,438,500
TOTAL 12,503971,200  38767,199,300  (929,284,900)  38,554,206,900  11,807,678,700

Contracted Investment Management Exgenses
(3 Thousands) as of 068/30/2002
Assets Under Basis
Management Expenses Points *
INVESTMENTMANAGERFEES
Fixed Income Managess $ 1,026431 $ 368 3.6
Equity Managers 2,240,781 2,623 117
Balancecl: Manager 2 ,320,0044 780 3.4
TOTALS $ 5587216 & 3771 6.7
OTHERINVESTMENT SERVICES
Custodian Services $ 11 ,807,679 $ 429 0.4
Favestment Consultant 45
TOTAL $ 474
GRANDTOTAL $ 4,245
* Onebasis point is one-hundreth of one percent or the equivalen’c of .0001.

Year Ended June 30, 2002
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KenTUuCKY TEACHERS® RETIREMENT SYSTEM

Transaction Commissions
06/30/2002

COMPANIES SHARES COMMISSIONS COMMISSION g;

TRADED PER SHARE g
ABWATLEY 67,800 3,390.00 0.0500
AGEDWARDS 1,607,300 80,390.00 0.0500 i
ABNAMRO 80,300 5,982.00 C0.0745
ADAMSTARKNESS & HILL 216,300 17,644.00 00816
ADVESTING 1,303,000 65,150.00 0.0500
AUTRANETINC 18,900 756.00 0.0400
BB&TINVESTMENT SERVICES 77,700 3,885.00 0.0500
BTRADE SERVICES 647,400 12,905.50 - 00199
BANCQOEFAMERICA 232,500 17,555.00 0.0755
BEARSTEARNS &0 505,650 63,392.50 . 0.1254
BERNSTEIN SANFORD&CO 162,700 8,135.00 0.0500 m
BOENNING&SCATTERGOOD & 652,350 22,924.00 0.0351
BRANDT ROBERT 43,500 1,604.00 0.0360
BRIDGE TRADINGCQO 259,100 4,789.00 0.0185
CLKING&ASSQCTIATES 36,600 1,464.00 0.0400
CSFIRSTBOSTON 5,367,270 352,287.10 0.0656
CANTORFITZGERALD 181,100 11,455.00 0.0633
CFE UNTERBERGHARRISTOWEBIN 221,800 ) 25,130.00 0.1133
CIBCWORLDMARKETS 435,600 23,791.00 0.05406
CITATION GROUP 40,8562 2,042.60 0.0500
COWEN&CO 1,617,100 62,815.00 0.0388
CUTTONE&CO 1,000 30.00 (.0300
DADAVIDSON & CO 13,800 690.00 0.0500
DPAINRAUSCHERING 110,000 7,84«7.00 0.0713
DEUTSCHEMORGAN 1,133,800 88,225.00 00778
DRESDNERKLEINWORT ) 38,800 1,945.00 0.0500
BACTSET DATA 139,600 6,980.00 0.0500
FIRSTUNION CAPITAL 1,775,800 G0,587.00 0.0510
FLEETBOSTONROBERTSONSTEPHENS 855,200 70,776.00 0.0828
FREIDMAN BILLINGS 69,200 2:4,500.00 o 0.3540
GARBANINTERCAPITAL 10,100 505.00 0.0500
GERARDKIAUERMATTIS 4,700 235.00 0.0500
GOLDMAN SACTHS 4,737,484 232,401.20 0.0491
GORDONHASKET #CO 144,800 - 5,796.00 0.0400
HAMBRECHT & QUIST 2,200 264.00 0.1200
HEFLIN&CO 529,200 21,198.00 (.0401
HER/ZOGHEINEGEDULD 191,675 22,205.00 01158
HOEFER&ARNETTINC 14,030 1,683.60 0.1200
HOWEBARNESINVESTMENTS 14,900 1,788.00 0.1200
INSTINET 2,117,200 - 47,082.50 0.0222
INVESTMENT TECHNOLOGY 10,231,085 215,237 42, 0.0210
ISIGRQUP 1,541,400 71,070.00 0.0500
]EFFERlES O 2,336,152 162,017.60 0.0694
JJBHILLIARDWILIYONS 1,376,600 68,830.00 0.0500
JOHNSON RICE&CO 19,000 760.00 0.0400
]ONES & ASSOCIATES 74545,000 31,648.00 ’ 0.0425
JPMORGAN CHASE #CO 1,299,100 95,325.00 0.0734
KEEFEBRUYETTE&WOODS 130,000 9,608.00 0.073¢
KENNY&CQOILIC 1,900 57.00 G.0300
KNIGHT SECURITIES 397,800 27,869.50 0.0701
LAZARDFRERES &CO 4,015,147 223,362.48 0.0556
LEERINKSWANN&CO 1,400 . 168.00 0.1200

Year Ended June 30, 2002
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INVESTMENT SECTION

Transaction Commissions continued . . .

COMFPANIES SHARES COMMISSIONS COMMISSION
TRADED PER SHARE
LHEGGMASONWOODWALK 1,458,300 74,931.00 0.0614
; LEAMANBROTHERS 2,457,361 120,149.05 0.0489
N - LEXINGTONINVESTMENT CO 878,100 48,651.00 0.0554
MCDONALDINVESTMENTS 43,400 5,208.00 (.1200
MERRILLIYNCH 13,349,831 638,180.13 0.0478
MIDWESTRESEARCH 43,000 2,150.00 0.0500
@ MILLERJOHNSONSTEIC 26,500 3,180.00 0.1200
MORGANKEEGAN 1,148,750 57,437.50 0.0500
MORCGAN STANLEYDEANWITTER 4,724,695 301,074.75 0.0037
NEEDHAM &0 36,800 4,172.00 01134
TOTALIMITED PARTNERS 31,200 1,560.00 0.0500
3 PAINEWEBBERINC 6,652,543 359,664.16 00541
PCSSECURITIES 21,200 1,060.00 0.0500
3 PRUDENTIALSECURITIES 1,057,129 66,045.45 0.0633
RWEBAIRD 83,100 7,162.00 0.0862
i RAYMOND]JAMES & ASSOCIATES 3,191,740 170,574.00 0.0534
ROBINSON HUMPHREYCO 70,100 26,832.00 0.3828
| SANDERS M‘ORRIS 92,000 3,680.00 0.0400
SANDLERONEILL 128,300 7,890.00 0.0015
0 SCHWARCHARLES &C0O 1,000 50.00 0.0500
; SMITHBARNEYSATOMON 3,348,693 . 230,620.85 0.0689
. SPEARLEEDS & KELLOGG 1,237,690 67,572.30 0.0546
o STANDARD& POORS 271,000 12,941.00 0.0478
% STATESTREETBROKERAGH 12,000 353.00 0.0294
: STHPHENSINC 29,700 1,485.00 0.0500
STIFELNICHOLAUS&CO 3,900 3,900.00 1.0000
@ SUNTRUSTEQUITTES 2,100 105.00 0.0500
THOMASWEISELPARTNERS 337,500 22,188.00 0.0657
il THOMSON INSTITUTIONAL 41,900 1,905.00 0.0455
TUCKERCLEARYGULL © 24,300 1,215.00 0.0500
USBANCORPPIPERJAFFRAY 339,400 27,015.00 0.0796
WARBURGSECURITIES UBS DILLON READ 048,004 O1,547.74 0.1042,
WEEDEN&CO 3,234,600 179,248.00 0.0554
N WITSOUNDVIEW TECH 958,805 36,460.10 0.0380
m TOTAL 93,757,626 4,877,281.02, 0.0520
n
@ The over-the-counter commission rate on mediumto 1arge capi‘h‘l]iza‘l:ion stocks is assumed to be $0.05 per share. The acquisition
of initial pufaiic O{Tferings {IPOs) represen’cecl aportion of small capifalization stock Pumluases. POs usuauy havea }ngh commisston
@ rate. lowever, the security issuers and not the investors Payi:}le commissions, [n 2001-02, the System Lougl'x’c small capita]jzal:ion
' IPOs that generated $267,030 43 in commissions. Although these commissions were not paid by the Retirement System, they
Q resulted from the System's investment activities and are included in the total commissions of $4,877,281.02. Typicai stock
transactions occur at lower commission rates than TPO transactions ; Jr.requenl:[y $O44 or$. 05 per share. Investment conpanies
3 usua]ly Provide investment research for Lrolaerage clients. On occasion ; investment companies divect third party research to
} active clients. The Retirement System received third party research tl'xroﬁghMerriﬂ L)mch. deing commissions 0£$4:13, 190.19
i | were associated with third party research ol)]igaﬁons. The primary research provic]ers were: Blooml:erg, Capi‘[alManagement
= Science, Capital Resoutce Advisors, and Vestek.
i
|
ﬁ Year Ended June 50, 2002
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KeNTUCKY TEACHERS® RETIREMENT SYSTEM

e e

Schedule of Investments

Investment

Re}_)um}lase Agreemen‘l:s
Total Short Term

Treasury Notes and Bonds

Agencies

GNMA (Single F‘amily)
Collateralized Mortgage O]:vligaﬁons
"Treasury Strip Bonds

Total U.S. Government Ouigaﬁons

Industrials
Finance
Uf:i]ity Bonds {Except 'Iélepllone}
Telepl’lone BOI‘IC]S
Railtoad Ol}ligations
Totﬂl Cotporate Bonds
FHA VA Single FamilyM ortgages
Project Mortgages (FHA & GNMA)
State and Local Government Issues
Total Other Fixed Tncome
Subtotal (Fixed Income)
ReaE Estate Equﬂ:y

Total Real Estate Equity

Common Stocks 87,034,627 Shares
Smau Ca}_) S‘h)clqs 1 9,382 . 189 Sl}ares
76,285,756 Shares

Stocie Inc]ex

as of June 30, 2002

Total Stocks 182,702,872 Shares

Subtotal (Eequity)

Total Investments

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

999,200,000.00 999,200,000.00 8.46
999,200,000.00 995,200,000.00 8.46
1,094,835,000.00 1,213,862,044.15 1028
1,043,702,093.79 1,091,248, 714.77 .24
186,065,330.87 160,478,011.17 1.36
42,388,327.55 43,355,4:51.35 0.37
178,170,080.00 141,536,416.38 1.20
2,515,160,832.21 2,650,480,637.82, 2045
634,072,190.12 657,606,627.98 5.57
048,014,708 44, 991,087,047.60 8.39
121,450,000.00 125,744,817.85 1.07
141,280,000.00 123,346,419.34 1.05
107,000.00 108,356.76 0.00
1,844,923,898.56 1,897,803,272.53 16.08
185,562.78 214,684.58 0.00
44,505,687 88 52,308,606.37 044
24,900,000.00 27,052,969.00 0.23
69,681,240.66 79,666,248.95 0.67
5,428,065,971.43 5,6277,240,1569.30 47.66
345,105,394.53 338,130,190.00 2.86
346,106,394.53 338,130,160.00 2.86
3,526,664,964.50 3,116,197,872.30 26.39
312,752,524.68 308,088,248.57 2.61
2,638,807,979.71 2,418,022,215.08 2048
6,478,315468.89 5,842,308,335.95 4548
6,823,420,863 .42 6,180,438,525.95 52.34
12,252,386,834.85 11,807,678,685.25 100.00

*  Inthis asset display, par value represents the redemption value of bonds and the costvalue of equities. Market value is a volatile measure

that changes daily and represents the approximate fransaction value of an investment on a particular day—-in this case June 30, 2002. Detailed

information concerning these values along with book values and cost values of all KTRS investrments is available on request.

Year Ended June 30, 2002
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ACTUARIAL
SECTION

ARTHUR GREEN
AcTIVE TrEACHER TRUSTEE
KTRS Boarp orF TRUSTEES

ARTHUR GREEN has served on the KT'RS Board of Trustees since 1996. Mr. Green has over

twenty—eight years as an Agriculf:ure Teacher at Todd County Central High School in Eﬂz’ton,
Kentuc}zy. He holds B.S. and M.S. c;.egrees Plus Rank I from Murray State University. Mr. Green
is an active member at the local, district, and state levels of the Ken{:ucizy Education Association,
serving on numerous committees. Heisa &elega’te and Parliamentarian to the KEAAssemjaly and
has served ten years on the Board of Directors. He also served on the National Education Board of
Directors and Resolution Committee for six years. He is past President of the Kentuclay Vocational
Agricu]ture Teachers’ Association. Mr. Green is a member of the state and national vocation
organization, Educational Professional Standards Board, and National Agriculture Education
Assodiation.




KenTucKky TEACHERS RETIREMENT SYSTEM

BUX
CONSULTANTS

200 Gatleria Parkway, N.W.  Suite 1200
Atlanta, Georgia 30339

December 5, 2602

Board of Trustees

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

Frankfort, KY 40601-3800

Members of the Board:

Section 161.400 of the law governing the operation 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 results of the annual actuarial valuation prepared
as of Jane 30, 2002. While not verifying the data at source, the actuary performed tests for consistency and reasonability. The
valuation indicates that combined member and State contributions at the rate of 20.07% of university members” salaties and
23.03% of non-university members’ salarfes are sufficient to support the benefits of the System. We are recommending that
0.95% of the contribution towards the Medical Tnsurance Fund and 0.06% of the contribution towards the Life Insurance Fund
be allocated to the Retirement System in order to amortize the unfunded lability of the Retirement System within a period of less
than 30 years, We also recommend that 0.69% be coniributed to the Life Insurance Fund and 2.05% to the Medical Insurance
Fund.

The valuation takes into account the effect of amendments to the System enacted through the 2002 Session of the Legislature.

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 actuarially calculated contribution rates which are developed using the
unit credit actuarial 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 liability that is being amortized by regular annual
confributions as a level percentage of payroll within a 30-year period, 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 aggregate reasonably related to the
experience under the System and to reasonable expectations of anticipated experience under the System 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 Schedale A, Schedule B, Schedule C, Solvency Test and Analysis of Financial Experience shown in the Actuartal
Section of the Annual Report.

This s to certify that the independent consulting actuary is a member of the American Academy of Actuaries and has experience
in performing valuations for public retirement systems, that the valuation was prepared in accordance with principles of practice
prescribed by the Actuarial Standards Board, and that the actuarial calculations were performed by gualified actuaries in accordance
with accepted actuarial procedures, based on the current provisions of the retirernent system and on actuarial assumptions that
are internally consistent and reasonably based on the actual experience of the System.

In our opinion the Systemn is operating on an actuarially sound basis, Assuming that contributions to the System are made by the
employer from year to year in the future at the rafes recommended on 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,

Mt

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

Year Ended June 80, 2002
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ACTUARIAL SECTION

Report of Actuary on the Valuation
Prepared as of June 30, 2002
Section | ~ Summary of Principal Results

™
i |
3@
kL |

1. Por convenience of reference, the principal results of the valuation and a comparison with the results of the

a previous valuation are summarized below (aﬂ dollar amounts are $1 ,000's) :
i | Valuation Date June 30, 2002 Juane 30, 2001
g Number of active members 54,175 53,570
Anmual salaries $ 2313663 $ 2203772
A Number of annuiiants and beneficiaries 33457 31,761
3| Annual allowances! $ 776476 $ 697,170
Assets
i Market value $ 11,734,029 $ 12,496,954
Actuarial value $ 13588847 $ 13,299,161
Unfunded actuarial accrued lability $ 210672 $ 1,342,968
Amortization period {years) 30 26
Non- Non-
Contributien rates: University University University University
Pension Plan: .
Normal 14.449% 18.22% 14.21% 18.19%
il | Accrued liability? 563 481 458 356
Total 20.07% 23.03% 18.79% 21.75%
Member 7.625% 9105 % 7.625% 9.105%
State (ARC) 12.445 12.925 11.135 12.645
Total 20.07% 2303 % 18.79% 21.75%
Life Insurance Fund;
State 0.69% 0.69 % 0.75% 0.75%
Medical Insurance Fund:
Member 0.75% 0.75 % 0.75% 0.75%
State Match 0.75 0.75 0.75 0.75
State Additional 130 130 225 225
Total 2.80% : 2.809% 3.75% 3.75%
3| Total Contributions:
Member Statutory 8.375% 9.855 % 8.375% 9.855%
i | State Statutory 11.625 13.105 11.625 13.105
State Special® 356 3.56 329 329
] Total 2356% 26.52% 2329% 26.25%
1 Includes cosf—af-fim'ng ad:r'usfmenfs eﬁ(ectr've ffarougllr the valuation date.
2 Includes special appropriation of $82,4 70,500 as of Jusie 30, 2002 and $72, 707,000 as of June 30, 2001
asa pemn tﬂgﬂ Gfpﬂyﬂ'}ﬂ. %
LTANTS

Year Ended June 30, 2002
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KENTUCKY TEACHERS® RETIREMENT SYSTEM

The valuation indicates that combined member and State contributions at the rate of 20.07% of salaries
for umniversity members and at 23.03% for non-university members are sufficient to support the benefits
qf the System. We also recommend that 0.69% be contributed to the L':Ee Insurance Fund and 2.05% to
the Medical Insurance Fund., Comments on the valuation results as of June 30, 2007, are given in Section IV
and further discussion of the contribution levels is set out in Sections V and V1.

Schedule D of this re port outlines the full set of actuarial assumptions and methods employed in the current

valuation. There have been no changes since the previous valuation.

The valuation takes into account the effect of amendments tothe System enacted through the 2002, Session
of the Legislatm:e. Since the previous valuation, the System has been amended as follows. The benefit
formula multip]ier has been changed to 2% for members hired on and after July 1, 2002 who retire with
less than 10 years of service. The formula mu]tip]ier has been increased to 3% for each year of service in
excess of 30 years for members who retire on and after ]u]y 1,2004. In a&dition, the minimum annual
retivement allowance has been increased from $335 per year of service to MOO per year of service effective
]uly 1, 2002 and to $440 per year of service effective July 1, 2003, Ao, a one-time 1.4% cos‘c—of—]_ivhlg
increase was granted effective July 1, 2002 and a one-time 1.5% cost-of-living increase was granted effective
July 1 , 2003, Provisions of the System which were taken into account in the current valuation are StTINEL Zecl
in Schedule E.

Section I - MEMBERSHIP DATA

Data regarc]jng the meml)ers}ﬁp of the Sys’cem for use as a basis of the valuation were furnished by the Retirement
System office. The £0H0w1'11g table shows the number of active members and their annual salaries as oﬂune 30,
2002 on the basis of which the valuation was }_Jreparecl.

Annual

Gl'()llp Number Salaries ($1,0 0 0)
Men 13,798 $ 654,750
Women 40,377 1,658,913
Total 54,175 $ 2,313,663

The tabls J'eﬂects the active meméerskr'p for whom comp]ete valuation data was submitted. The
results a)( the valuation were ad’j usted to take account af inactive members and members ]l';JI' whom

r'ncomp/ete data was submiited.

Cé‘lSUlIﬁNIS

Year Ended June 30, 2002
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ACTUARIAL SECTION

2. The foﬁowing table sho,ws, the ;nun*njjer and anhual retirement allowances i)ayﬂl}le to annuitants and beneficiaries
on the roll of the Retirement System as of the valuation date.

'The Number and Annual Retlrémenf Allbw?ancels ‘of
Anntutants and Beneflclarles on the Roll
as of June 50 2002

i

Annual Retir: ement
) Allowances?

Group Number - ($1,000)
Service Retirements 28,087 $ ’705,898
: Disability Retirements . . L8100 ..., . 37.439
Beneficiaries of Deceased Members? 2,217 ‘ .+ 30,406
Total ' ‘33014 0§ 773743

! In addition, there are 443 l‘renef;ciaries entitled to term-certain am’y annuities
‘ fofafmg $2 733 882 annuaffy

2 Inc’ucjes cost- of ]wmg ad}usiments eﬁ(ecfme ilaraugf: trl:e ua’ual‘ran date.

Sectxon lll ASSETS

1. As oﬂune 30, 2002 tirle matket value of Pension Plan assets for valuatlon puirposes held ]Jy the System amounted
o $1 1 T34 028 537. Thisvalue exciudes assels'in t]'le Medical Tnguranice Funci the 403(1)) Program Regerve
Pund, an& the Life Insurance Fq_nd, which are not ﬁlcludgd inthe assetslusleci for valuation purposes.

2 The ﬁve—)./ea:c n':laﬂze’c related value of Pension Plan assets used for valuation purposes as of ]une 30 2002, was
3| 3,588,847, 348. Scheduie B SllOWS the cieveiopment of the actuarial value of assets as of June 30, 2002.

3 Scheduje C shows the recelpts and (11s}JurSemefnts for the year precetlmg the va}uahon clate a;ncl a 1econc:1}1at10n
of the asset balances £or the Pensmn Plan .

'd

Year Ended June 30, 2002
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Section IV - COMMENTS ON VALUATION

1. Schedule A of this report outlines the results of the actuarial valuation {(amounts are $1 ,000s). The valuation
was prepaxed in accordance with the actuarial aggumptions and the actuarial cost method, which are described

in Schedule. D.

2, The valuation shows that the Sys’cem has an actuarial acorued ].La}:)dﬁy of $6,878, 630 for benefits expeotecl to
be paicl on account of the present active mem]aersln‘p, based on service to the valuation date. The ]Ja]n]ﬂ:y on
account of benefits pa.yalale to annuitants and heneficiaries amounts to $8,608, 753 of which $716,259 isfor
sPecia] appropriations remaining to be made toward fu_ncling minimum anmnuities, ad hoc increases and sick
leave allowances grantecl after 1081. The ]m])]jﬂzy for henefits expected tobe paicl to inactive members and to
members entitled to deferred vested benefits is $208 , 192, The total actuarial acerued Lal:u_lﬂ:y of the Systern
amounts to $15, 695,574 Against these ]ial:»i]ities, the System has present assets for valuation purposes of
$13,588,847. When this amount is deducted from the actuarial accrued liability of $15,695,574, there
remaing $2 ‘ 106, 726 ag the unfunded actuarial accrued halnhty

m

1

b

3. The normal contribution rate is equal to the actuarial present value of benefits accruing c{uri_ng the current yeat
divided I)y the annual active members' Payro]l. The normal contribution rate is determined to he 14.4d%of =
pa.yroﬂ for university members and 18.22% for nou-university members. £

Section V - CONTRIBUTIONS PAYABLE UNDER THE SYSTEM

1. Section 161.540 of the retirement law provicles that each university member will contribute 8.375% of his
annual salary tothe System and each non-university member will contribute 9.855% of salary. Of this amount,
0.75% 1s paid to the Medical Insurance Fund for medical benefits lea.ving 7.625% for univeréii:y members
and 9.105% for non-university members app]ica]:)ie for the retirement benefits taken into account in the
valuation.

2. Section 161.550 provicles that the State W]E match the member contrﬂ)u’dons and contribute an additional
3.25% of members' salaries towards discharging the System's unfunded o})}jgaﬁons. The System was amended
as of June 30, 2000, to allow the Board to allocate up to a magimum of the entire 3.25% to the Medical
Insurance Fund. For the fiscal 2003/2004 fiscal year, we recommend that the Board allocate 1.30% to the
Medical Insurance Fund, 1eaving 1.95% to be contributed towards the Pension Plan. .

3 T}lere£ore, 9.575% of active university members’ salaries and 11.055% for active non-university members is
available for the Pension Plan and Life Insurance Pund. Of this aimount, 0.69% of payro]l will be allocated to
the Life Insurance Fund. An additional appropriation of $82,4179 ,500, or 3.66% of total payro]l will be
made }:vytlle State. The total employer contribution rate to the Pension Plan is, therefore, 12.445% for university
members and 13.925% for non-university members. The total member and employer contribution rates to
the Pension Plan are shown in the fo]lowing table.

14

CONSLITANTS.
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Total Contribution Rates to Pension Plan

Source University  Non-University
Member 7.625 o 9.105 o
State 12.445 13.925

Total 20.07 o 23.03 o

The valuation indicates that normal contributions at the rate of 14.44% of active university members’ salaries
are requjrecl to meet the cost of benefits currenﬂy accruing, The normal rate for non-university members is
18.22%. The difference between the total contribution rate and the normal rate remains to be app}iecl toward
the 1iqui€1a‘cion of the unfunded actuarial acerued haln_h‘l:y This accrued }ial)i]ity rate is 5.63% for university
members and 4.81% for non-university members. These rates include special appropriations of $82,4¢79, 500
or 3.56% of payroﬂ to be made ]Jy the State for the fiscal year entling]une 30, 2002. These rates are shown in
the foﬂowing table.

ACTUARIALLY DETERMINED CONTRIBUTION RATES

|
| PERCENTAGE OF ACTIVE
| MEMBERS’ SALARIES
|
| |
Rate | University | Non-University
Normal | 4.44 o ; 18.22 9
Accrued Liability* E 5.63 | 4.81
Total I 20.07 o l 23.03 %

*Includes special appropriations of 82,470,500 or 3.50% of pagroll to be made by the State
Jor the fiscal year ending June 30, 2002.

5. The unfunded actuarial acerued Ea}n]rty amounts to $2, 106,726,000 as of the valuation date. Accrued ]Ia]m]lty
contributions at the rate of 5.63% of active university members’ Payroﬂ and 4.81% of non-university members’

‘ payro]l are sufficient to amortize the unfunded actuarial acerued Iialji]ity over the 30 year period commeneing
June 30, 2000, based on the assumption that the payroﬁ will increase l)y 4.0% annuaﬂy.

s

Year Ended June 30, 2002
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Section VI - COMMENTS ON LEVEL OF FUNDING

1. The henefit percentage for non- university members is 2.0% for service accrued through
July 1, 1983 and 2.5% for service accrued after that date. However, for members who join the System on or
after July 1, 2002 and retire with less than 10 years of service, the benefit percentage is 2.0%. For members
who retire on or aflter ]uly 1, 2004, the benefit percentage for service earned in excess of 30 years will he 3.0%.
The total net contribution rate is 23.03% of payroﬂ for nen-university members, Tor universily members the
benefit percentage is 2.0% for all service and the contribution rate is 20.07%. Our caleulations indicate that
these contribution rates will be sufficient to cover the benefits of the System, the annual 1.5% increases in the
allowances of retired members and ljeneﬁoiaries, and the liahilities for minimum annuities X ad hoo increases
and sick leave allowances grem’ced. after 1081.

8 000

)
o

2. Thevaluation indicates that the present statutory contribution rates and special appropriations, if continued at
the current level percentage, are sufficient to meet the cost of benefits currenﬂy acoruing and provi&e for the
amortization of the unfunded actuarial accrued ha]aﬁlty over a reasonable periorl of time. The net effect of the
System experience and the change in benefit structure has Proxluce& an increase in the lrtuncling periocl for the
unfunclecl actuarial acerued La}:n]ﬂ:y from 26 years to 30 years.

3. The System has been operating on an amtuana]}y sound basis. However, there are no excess assets or contributions
available to Provicle additional benefits. Any further benefit improvements should be accompanjecl 1)y the
additional contributions necessary to support the benefits.

o005

o Q
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Section VII - ANALYSIS OF FINANCIAL EXPERIENCE

s

The foﬂowing table shows the estimated gain or loss from various factors that resulted in an increase of

$763, 768,000 in the unfunded acerued ]1a1)1]1ty from $1 ,342,968,000 to $2, 106,726,000 cluring the
year en&ing]une 30, 2002,

ITEM  Amount of Increase/
{(Decrease)
Interest (7.50%) added to previous unfunded acerued liability $ 100,723
Acerued Hability contribution (80,581)
Experience:

Valuation asset growth 463,705
Pensioners’ mortality 23,192
Turnover and retirements {82,380)
T T T~ New entrants 13,408
Salary Increases 77,672

Dollay amounts  \ i
( in thousands) J Meihod changes 0
AN / Amendments 248,019
N —— Assumption changes 0
TOTAL $§ 763,758

Year Ended June 30, 2002
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Section VIII - ACCOUNTING INFORMATION

B

1. Governmental Accounting Standards Board Statements 25 and 27 set forth certain items of rec_[uireti
supplementary information to be disclosed in the financial statements of the System and the empioyer. One
such item is a distribition of the number of employees lny type of mem]aerslﬁp, as follows:

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

L Number of Active and Retired Members
| as of June 30, 2002
@ GROUP i NUMBER
Retirees and Beneficiaries |
1| currently receiving benefits I 33.457
| Terminated employees entitled I
to benefiis but not yet |
il receiving benefits | 5,995
A Active Plan Members: : ;T il
FOTAL | 93,627
o |
i |

Schedule of Funding Progress
{Dollar amount in thousands)

1 gy

@ Actuarial Aecrued )
Liability {(UAALasa
Q {AAL) Unfunded Percentage
Actuarial  Actuarial Value Projected Unit AAT Funded Covered of Covered
@ Valuation of Assets Credit (UAAL) Ratio Payroll Payroll
Date {a) (b} (h-a) {a/b} {c) ( (h-a) fa)
N 06/30/97 $ 8,780,011 $ 9,906,260 $ 1,116,349 88.7% $ 1,925,047 58.0%
06/30/98 * 10,370,595 11,516,619 1,146,024 50.0 1,973,749 58.1 -
g 06/30/99 11,958,584 12,288,231 329,647 97.3 2,041,463 16.1
i 06/30/00 ** 12,759,636 13,330,418 570,782 95.7 2,133,743 26.8
06/30/01++* 13,299,161 14,642,129 1,342,968 00.8 2,213,772 60.7
06/30/02 13,588,847 15,695,574 2,106,726 86.6 2,513,663 911

Reﬂects cha nges in inferest rate and safal'y intcrease assumptions,

** Reflects change in asset valuation method and System amendments.

e Reﬂecfs cf.'ange in decremental assumplions,

BLKC
CONSULTANTS

Year Ended June 30, 2002
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3, The information Presented in the 1'ec_[uiret], supplementary schedules was determined as part of the actuarial
valuation at ]une 30, 2002, Additional information as of the latest actuarial valuation follows.

&€

Valuation DAte ... iiesiciesnasesseess e sesessssestasssseasasanestssmsresnntes 06/30/2002 i®
Actuarial costmethod ...t e, Projected unit credit i
Amortizalion Method .....ovcvnerrcnmeereroineseneseene. Level percent of pay, open £
Remaining amortization Period ........eiiciiiniciierrrseiicsenressnserenseveereses 30 years 7
Asset valuation method ........coricaiinvinniencirinericeineennn 5-year smoothed market
Acluarial Assumptions: ﬁ;
Investment Rate of ROLUID® ...ccoocviiiiiiinnicinii e rs s srsserneas 7.50% £
Projected Salary TNereases® ........cviicriiccsicrnmrisreonrensressssssersesssrons 4.00 - 8.10%
Cost-of-Living AdJuSENeNT ......cocermvcirvreenvsnsisirnsiereneisessssiesesseseneas 1.50% Annually =
*Includes INflation at ... e s 4.00% T
-
TREND INFORMATION
) Annual Pension Percentage of Net P_ension =
Year Ending __ Cost (APO) APCContributed Obligation (NPQ)
June 30, 2000 $ 311,286,811 100% $0 E
June 30, 2001 $ 262,791,748 100% $0
June 30, 2002 $ 284,794,710 100% $0

BUCC
CONSULTANTS

Year Ended June 30, 2002
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SCHEDULE A

Results of the Valuation
Prepared as of June 30, 2002
($1,000)

1. ACTUARIAL ACCRUED LIABILITY
Present value of prospective benefits payable in respect of:
{a) Presentactive members:
s Service retirement benefits $ 6,482,784
«  Disabilily retirement benefits 229,074
+  Death and survivor benefits 43,711
«  Refunds of member contributions 123,061
Total $ 6,878,630
{b) Presentinactive members and members
entitled to deferred vested benefits: 208,191
(¢} Present annuitants and beneficiaries
»  Service retivement benefits ’
»  Disability retirement benefits $ 7,998,003
»  Death and survivor benefits 315,347
295,403
Total —.8,008,753
(d) ‘Total actuarial accrued liability $§ 15,695,574
2, PRESENT ASSETS FOR VALUATION PURPOSES 13,588,847
3. Unfunded Actuarial Acerued Liability
[(1) MINUS (2)] $ 2,106,726
4., NORMAL CONTRIBUTION RATE
ON-
UNIVERSITY UNIVERSITY
(a} Actuarial present value of benefits $ 21,163 $ 394,743
aceruing annually
(b} Annual payroll of active members $ 143,534 $ 2,167,129
(c) Normal contribution rate 14.44% 18.22%
[4(a) divided by 4(b)]
sy
[TANTS
Year Ended June 30, 2002
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Solvency Test

(én mitllions of dollars)

Aggregate Accrued Liabilities For

) (2} 3)
Active Members
Active Retirants (Employer
Member and Financed Valuation
. Contributions Beneficiaries Portion) Assets
Fiscal Year
1997 $ 1,8035 $  4,575.5 $ 3,437.3 $ 8,789.9
1998 1,967.2 5,680.4 3,860.0 16,370.6
1999 2,051.1 6,201.7 3,945.4 11,958.6
2000 2,128.4 7,183.4 4,018.6 12,759.6
2001 2,215.5 8,037.0 4,389.6 13,299.2
2002 2,303.3 8,816.9 4,576.4 13,588.8
Fiseal Year (6} (2) {3)
Portion of 1997 160 % 100 % 68 %
Accrued 1998 100 160 70
Liabilities 1999 100 100 92
Covered 2000 100 100 86
by 2001 100 100 69
Assets 2002 100 100 54
SCHEDULE B
Development of June 30, 2002
Actuarial Value of Assets
1. Actuarial Value of Assets on June 30, 2001 & 13,299,160,957
2. 2001/2002 Net Cash Flow
a. Contributions 509,156,163
b Dishusements 744,381,202
o  NetCashFlow
2)a- ()b (235,225,039)
3. Hxpected Investment Retian
[(1)x 075] + [(%3ex .0375) 088,616,133
4. Hxpeoted Actvarial Value of Assets
on June 36, 2002
(D4 2he +(3) 14,062,552,051
5. Market Value of Assets on June 30, 2002, 11,734,028,537
6. Fxcess of Market Value over Bxpected Actuarial Vahue
(5} - &) (2,318,623 514)
7. 20% A(].] ustment towarc]s Market Value
20x(6) {403,704,703)
8. Actuarial Value of Assets on June 30, 2002
) + (1) 13,588,847,348

Year Ended June 30, 2002
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ACTUARIAL SECTION

SCHEDULE C

Pension Plan Assets
Summary of Receipts & Disbursements®
{Market Value)

For the Year Ending
RECEIPTS FOR THEYEAR June 30, 2002 June 30, 2001
Contibutions
Members $ 224,361,453 $ 208,702,802
Employess 284,794,710 262,791,748
"Total $ 509,156,163 $ 471,494,550
Net Investment Income (521,014,197 (105,150,672)
TOTAL (11,858,034) 366,343,878
DISBURSEMENTS FOR THEYEAR
Benefits Payments 735,234,382 669,876,605
Rofunds to Members 9,146,820 10,673,981
Medical Fastrance Premivm 0 0
Miscellancots, inchiding expenses 6,077,819 5,950,036
TOTAL 751,069,021 686,500,622,
OFRECEIPTS OVER DI (762,91'7,055) (320,156,744}
RECONCILIATION OF ASSET BALANCES
Asset Balance as of the Beginning of the Year 12,496,945,592* * 12,817,111,179
Ficess of Receipts over Disbursements {162,917.055) (320,156,744)
Asget Balance as of Fnd of the Year $ 11,734,028,537 $ 12,496,954,434

Bicludes assets forMeJica] Insurance Fund, the 403(17) Program Reserve Fuund and the LJ}(e Insurance Fund.

* Ad;v usted since previous valuation.

Year Ended June 30, 2002
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KenTUCKY TEACHERS® RETIREMENT SYSTEM i
Outline of Actuarial Assumptions and Methods i
The assumptions and methods used in the valuation were selected lay the Ac[‘:uary based on the actuarial experience E:
investigation as of Jume 30, 2000 and adopte& ljy the Board of Trustees on December 17, 2001.
]
Investment Rate of Return: 7.5% per anfium, compounded annua]ly. E:
Salary Increases: : Represmta’cive values of the assumed annual rates of future salary increases are as follows &E
and include inflation at 4.0% per annum: E
Age 20 25 30 as 40 45 50 55 60 65 E:
Annual 8.10% 7.20%  6.20% 5.50% 5.00% 4.70% 4.50%  4.30% 4.20% 4.00% e
Rate Ez
C
i
Separaﬁons From Service: : Representative values of the assumed annual rates of cleatl], :Jlsalm]lty, mthdrawal, =
service retirement and eaﬁy retirement are as follows:
B
MALES: Annual Rateof ... EE
| ] I | service | mamy =
AGE [ DEATH I DISABILITY | WITHDRAWAL | RETIREMENT* | RETIREMENT .
! : | | ! o
| | [ B
20 | 003 %] 01% I 8.65% | |
25 ! 010 I 01 I 8.95 I I
30 016 .02 | 646 |}
35 | o032 | o0a | 449 | |
30 | 048 | 08 | 3.21 I
45 | 064 | 18 212 I 15.009 |
50 | 104 | 33 | 233 | 15.00 |
55 | 216 | .55 | 3.00 | 25.00 I 4.00%
60 375 87 I | 20.00
62 | 438 | 103 28.00 |
65 | 566 | | | 40.00 I
70 | | I | 100.00 |
| | ! ! |

* It is also assumed that an additional 15% wifl retive in the ﬁ'rst year eﬁgi.l:]e for unreduced l:eneﬁts if Erefm'e age é0.

M/
CONSULTANTS
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FEMALES: Annual Rate of ...
| | | | SERVICE ! EARLY
AGE I DEATH | DISABILITY | WITHDRAWAL I RETIREMENT*| RETIREMENT
i | i

T ] 1 T |
20 I 002 % | 03% ! 7.16 % I |
25 | 007 f .03 | 8.34 | |
30 014 | .04 | 6.30 |
s | oo 07 4.08 | |
40 | 044 | 14 [ 2.61 | |
45 | .055 26 1.92 |
50 1 066 | 42 | 2.02 I 15.000 |
55 | 085 | 64 | 2.50 | 30.00 g 5.00%
60 q22 J 91 | 25.00 E
62 | sz 1.05 | 25.00
6s | .as0 | | | 35.00 |
70 | | | | 100.00 I

| I I ! I

* It is also assumed that an additional 20% af women will vetire in their ﬁ'rsf year of eﬂgr'éfﬁty rf Before age 00,

Deaths After Retirement: Representaﬁve values of the assumed annua] rates 0£ death a:EI:eJ: service and clisa]ai]ity
retirement are as follows:

; Service Retirement : Disability Retirement
Age | MALE FEMALE | MALE FEMALE
45 | 2% | 1% | 519 | 4.5%
Aannual Rate of 50 | 3 2| 51| 4.5
Death After ... 55 | 5 i 2 E 5.1 | 4.5
60 9 4 5.1 4.5
65 | 7| 7| 51 ] 4.5
70 E 2.8 I 1.4 i 5.1 l 4.5
75 4.2 2.6 51 45
8o | 65 | 44 | 78 | 6.1
85 | 10.0 | 75 | 123 10.5
90 15.5 12.8 19.1 17.6
o5 | o9 | o1 | 202 | 28.8
| | I |

Actuarial Method: Unit Credit Actuarial Cost Method with projec’ce& benefits. Actuarial gains and losses are
reflected in the unfunded actuarial acerued Laia}]ﬂ:y

Assets: Five—year market related actuarial value , as éeveiopecl in Schedule B. The actuarial value of assets
recognizes a portion of the difference between the market value of assets and the expeotec], actuarial value of
assels, based on the assumed valuation rate of return. The amount recagnizecl each year is 20% of the difference

between market value and expec‘cerl actuarial value.
Expensa Load: None.
Percent Married: 100%, with females 3 years younger than males.

M’
CONSUITANTS
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SCHEDULE E

Summary of Main System Provisions
As Interpreted for Valuation Purposes

The Teachers’ Retivement: System of the State of Kentuclzy was established on ]uly 1, 1940, The valuation
took into account amendments to the System effective tl'n'oug}l June 30, 2002. The {o]lowing summary describes
the main benefit and contribution provisions of the Sys’cem ag h1terpretec1 {or the valuation.

DEFINITIONS

“Final average salary" means the average of the five highest 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}:ulic lnoarcl,
institution or agency has piclzec;. up the member contributions. For a member who retires after attaining age 55
with 27 years of service, “final average sala]:y" means the average of the three higl'xest anmual salaries.

BENEFITS
Service Retirement Allowance

Condition for Allowance: Complet‘ion of 27 years of service or attainment of age 55 and 5 years of
service.

Amount O_[ ,A].lOW&llCe: The a,n_uu_al retirement auowance equals 't]’le sSUIm OJE :

{a) 2.0% of final average salary multip]ied ]Jy service hefore July 1, 1983, Plus
(b 2.6% of final average sa}ary multiplied by service after July 1, 1983,
(¢} For members retiring on or after July 1, 2004, the retirement allowance fornmila is 3.0% of

{inaf avera.ge sala.ry £OI each year Of service CIE[J.‘iJE ea.mer:l i1 excess O{ 30 years.

(cl) For individuals who hecome members of the Retirement System on or after July 1, 2002 and
have less than 10 years of service at retirement, the retirement allowance is 2.0% of final
average sala.ry multip]iecl ]Jy gervice.

For service after Iu]y 1, 1983, the annual allowance for non-umiversity members is 2.5% of final average
salary.

The annual retirement allowance for university members is equal 162.0% of final average salary mu]ﬁp].ie& lay
all years of service.

The annual retirement allowance for university mem]oers is equa] t02.0% of final average salary 1nul’cip]iec1 by
all years of service.

Ti’le M annual service retirement &].EOW&HCG is tlle greater O{ H

(@ $440 muhip]iecl Ly aredited service, or
(1)) For a member who has attained age 60 at retirement, $900.00.

Dlsal)ﬂlgg Retirement Allowance

Condition for Allowance: Tota]ly and permanently incapa]:)le of ]::e'mg employed. aga BLK:%
teacher and under age 60 but after completing 5 years of service. [TANTS

Year Ended June 30, 2002
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ACTUARIAL SECTION

Amount of Allowance: The dlsa]oﬁl’cy allowance is equal tothe greater of the service retirement allowance or
60% of the member’s final average salary. The dlsa]:}lity allowance is paya}ale over an entitlement Perioc;~ equal
o 28% of the service credited to the member at the date of clisa]:)i]ity or five years, whichever is longer. After
the disability entitlement period has expired and if the member remains disabled, he will be retired under
service retirement. The service retirement allowance will be computed with service credit given for the peﬁod
of &isa}:)ility retirement. The allowance will not be less then $6,000 per year, The service retirement allowance
will not be reduced for commencement of the allowance before age 60 or the compleﬁon of 27 years of service.

Benefit,s Payal)le on Separation from Service

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

member who has comple’ced 5 years of ereditable service and leaves his contributions with the System may be
continued in the meml}ership of the System after separation from gervice, and file applica.ﬁon for service
retirement after the attainment of age 60.

Death Benefits

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

Options:
Iﬁ ]lell O£ t]fle regu]ﬁt OPhOl'l 1 a Ietllf@mellt a—]lowallce Paya}aie in tlle £0rm O{ a ]J:Ee a.l']l’]l]lty Wlt}l re{lm&a]jl

bhalance , any member before retirement may elect to receive a re&uced allowance which is ac!:uaﬂa}ly eqmvaleni:
to the full aﬂowance, in one of the £0ﬂomng forms:

Option 2., A single life annuity paya}ale c].uring the member's lifetime with payments for 10 years certain.
Option 3. Atthe death of the member his allowance is continued throughout the life of his ]Jeneficiary.

Option 3(a). At the death of the Lenaﬁciary &esigna’cecl Ly the member under Option 3, the member's
bhenefit will revert to what would have been paid, had he not selected an option.

O ption 4. At the death of the member one half of his allowance is continued tln'ougllout the life of his
Leneficiaty.

Option 4(a). At the de_ath of the Leneﬁciaxy &esigna‘ted by the member under Option 4, the member’s
]oeneﬁt m]l revert to what would have heen pai& had he not selected an option.
Post-Retivement Acljustmentg

The retirement allowance of each retired member and of each beneficiary shall he increased by 1.50% each
July 1.

CONTRIBUTIONS

MemberCon tri Lg tions

University members contribute 8.375% of salary of which 7.625% is contributed to the Retirement System
and 0.75% is contributed to the Medical Insurance Fund. Non-university members contribute 9.855% of
salary of which 0.105% 1= contributed to the Retirement System and 0.75% is contributed to the Meclical

Tnsurance Fund. Member contributions are piclzed up lny the employer. ,
BLIC
CONSULTANTS

Year Ended June 30, 2002
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Schedule of Active Member Valuation Data

n @) 3) (4)
Number of Average % Increase
Active  Total Annual Annual (Decrease)
Members Payroil Pay in Average Pay
51,429 $ 1,877,888,000 $ 36,514 2.1% £
51,207 1,925,047,000 37,627 2.8
5L677  1,973,749,000 38,104 1.8 £
51,983  2,041,463,000 39,272 2.8
53,002  2,133,743,000 40,258 2.5 E
53,570 2,213,772,000 41,325 2.7
54,175 2,313,663,000 42,707 3.3 E
E
(i
Schedule of Retirants, Beneficiaries and Survivors £
Added to and Removed from Rolls iy
Add Remove Rolls End-
to Rolls from Rolls of-Year =
Annual Annual ﬁ
Allowances Allowances
Number (Millions) Number {(Millions) @
1,910 $ 50.1 24,877 $389.5 .
2,383 62.9 . 26,284 440.8 1
2,500 66.7 27,744 494.1 B
2,415 73.9 29,161 554.0 £
2,462 79.2 30,615 619.2
2,410 77.0 31,897 679.8 @
2,577 86.2 33,408 749.2
% Increase Average EE
in Annual Annual i
Allowances  Allowances ﬁ

1.0 $§ 15658
13.2 16,771
12.1 17,809
12.1 19,000
11.8 20,226

9.8 21,311
10.2 22,425

Year Ended dJune 30, 2002
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STATISTICAL
SECTION

BALIARD ELEMENTARY SCHOOL IN BArLOW, KENTUCKY

StEvE Hoskins
ActiveE TEACBER TRUSTEE
KTRS BoArp oF TRUSTEES

STEVE HOSKINS was elected o the Board in 2000. He received B.S. and Master c].egrees plus Rank
1 Certification in Education Administration from Murray State University. Mr. Hoskins has over twenty-
two years of experience in Kentucley Pu])]ic schools as teacher, assigtant principa} , assistant superin’cenclen’c
and superi:n’cendent He served as Superintendent of Carlisle County Schools priorto his employment
in 1997 as Superinf:enclent of the Ballard County Schools. He is a member of Ken’cuelay Association of
School Superhﬂ:endents and Kentuclzy Association of School Administrators. Mr. Hosking has held
numerous 1eeclers]1ip roles in pro£essiona1 and civic organizations ineiucling President Blect of the West
Kentucley Education Coopera’cive in FY 2000-2001. Heserves on governing hoards of the Ballard
C ounty Beonomie Development Board and the Great River Rural Heonomic Development Coopera.‘l.ive.




KeNTUCKY TEACHERS® RETIREMENT SYSTEM

Growth in Annuitants

1988 1999 2000 : 2001

10,000 15,600 20,000 25,060 30,000 35,000

Year Ended June 50, 2002
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STATISTICAL SECTION

Average Monthly Benefit Payment

1998 1099 2000 2001

El Service M Disability W Beneficiaries Surw%rs}

Average Monthly Benefit Payment
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Year Ended dune 30, 2002
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KeNTUucKY TEACHERS® RETIREMENT SYSTEM
¢ |

Average Sick Leave Payment
(In Thousands of Dollars)
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Year Ended June 50, 2002
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STATISTICAL SECTION

Summary of Revenue by Source
(In Millions of Dollars)

Contributions by Members === Contributions by Employers —e— Investment income

Summary of Revenue

by Source
CONTRIBUTIONS BY EMPLOYERS
YEAR CONTRIBUTIONS INVESTMENT
BY MEMBERS % of Covered INCOME TOTAL

Dollars Payroll
1996-97 $ 212,571,963 $ 328607418 17.07 % $ 1546473337 | $2087,652,718
1997-98 218,147,253 329,493,235 16.85 1,833,833,069 2,381,473,557
1998-99 200,327,245 334,712,004 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
2001-02 270,545,463 398,782,513 17.24 (514,051,220) 155,276,756

Year Ended June 50, 2002
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KenTUCKY TEACHERS® RETIREMENT SYSTEM

Summary of Expenses by Type

(In Millions of Dollars)

Benefits & Insurance Premiums & Processing Charges

Refunds & Administration

25
20
15§
10
5
1 997 - 19 . 1899 . 0 2001 2002
Refunds 8 Administration
YEAR BENEFITS INSURANCE PREMIUMS & REFUNDS ADMINISTRATION
PROCESSING CHARGES
1996-97 % 431,507,292 $ 67,962,768 $ 33,319,583 $ 3,487,717
1997-98 491,440,664 62,586,420 0,505,548 3,997,314
1998-99 547,385,965 70,354,071 9,089,605 4,522,908
1999-00 609,422,333 80,363,492 11,438,790 4,850,623
2000-01 674,042,865 88,155,912 10,679,136 5,950,036
2001-02 739,496,928 104,978,915 9,152,886 6,677,819
Year Ended June 30, 2002
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STATISTICAL SECTION

Schedule of Benefit Expenses by Type

Year Service Disability Life

Ended Retirants Retirants Survivors Insurance Refunds
June 30,1993 | $260,267,306 $ 13,557,546 $ 6,370,427 $ 1,848,216 $6,714,014
June 30, 1994 286,963,900 15,188,244, 6,962,111 2,085,691 6,690,665
June 30, 1995 321,855,622, 17,328,042 7,483,006 1,808,670 8,528,796
June 30, 1996 359,085,387, 19,661,323 7,834,903 2,178,939 8,418,031
June 30, 1997 309,493 437 21,775,003 8,204,891 2,123,059 33,319,583 #
June 30, 1068 456,467,869 24,305,495 8,375,304 2,293,906 9,025,648
June 30,1999 509,873,257, 26,464,287 8,718,606 2,329,800 G,089,605
June 30, 2000 568,508,419 29,148,420 0,322,687 2,350,600 11,438,700
June 30, 2001 627,693,740 32,233,070 10,005,656 4,110,400 10,679,136
June 30,2002 660,785,876 35,047,780 10,532 466 4,210,800 9,152,886

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

Summary of State Match
and Supplemental Appropriations
for Member Contributions to Teachers’ Retirement System

Total Employer/  Required State {Deficit)
Total State Surplus

State Funding

Required Required

Member Federal Match
Contributions  Appropriation  Payments

Supplemental  Sick Leave

Contributions Payments Appropriation

194448 3,184,178 3,184,178 3,039,017 (145,160)
194852 4,951,458 4,051,468 5,000,848 (139,390)
1952-56 7,267,163 7,267,163 6,404,102 (773,062}
1956-60 14,070,961 14,570,961 14,963,272 (7,689)
1960-64 25,045,897 25,045,897 25,938,763 (7,134)
1964-68 49,057,209 2,042,014 47,915,285 45,317,694 (A597,591)
1968-72 82,922,869 6,044,805 76,878,005 80,091,951 3,213,946
197276 120,340,350 8019216 112,330,134 111,665,685 (664,440)
1676-80 189,072,371 12,044,186 177,028,185 75,010,008 256,784,030 4,745 817
1980-84  272,744772 16,334,937  256,400,83¢ 109622111 5197236 378,667,011 7 437,831
1984-88 413,932,416 21417604 302514811 141,251,827 13,341,243 515933177  (31,175,706)
1988-92 602,300,432 119352211 483347221 133,545,087 28978117 634,368,200  {11,537,557)
199296 756,817,769  154206351() 602,521,418 213,030,177 53308591 854138311  (14,751,875)
1996-97 206,462,720 41,264,724 165,197,996 58543960 24,728,591 243,977,468 (4,493,079)
199798 211,161,650  41,757.097  160403,663 50838776 18480413 253,962,432 6,239,590
1998.99 217,872,077  42,658177 175214500 61,828,816 seofl) 240,946,471 3,903,105
1999-00 228456973 45356991 183,099,082 65,180,042 251,615,023 3,325,999
200001 232,084,317  43,818800  189,168517 67,154,519 255,140,180 (1,179,856)
2001-02 248592121 46687120 201,904,992 71,913,789 202,236,026 {11,582,756)

(1) The state appropriations for the 2000-2001 year's sick leave deficit will be amortized overa 15 -year periocl. The sick leave deficit
is not included in the 2001-2002, under-appropriation caleulation.

(2) Beginning with the 1988-89 fiscal year, the Degpartment of Education and the state universities were rmponaﬂ)ie for matc]aing their
members' contributions with the state reim l:vu_tsing the respective agencies in their normal budget appropriation.

Year Ended June 30, 2002
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Summary of Fiscal Year 2001-2002
Retiree Sick Leave Payments

ACTUARIAL RATE

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

AVERAGE YEARLY ANNUITY
AVERAGE MONTHLY ANNUITY

ANTICIPATED LIFETIME PAYOUT OF ADDITIONAL ANNUITY

Fdndihg of Additional Payments

Member contributions  9.855% x Sick Leave Payment
State Contributions  13.105% x Sick Leave Payment

TOTAL Member-State Contributions
DEFICIT

Anticipated additional payout $

2,205

1,693

§ 17,995,633.66
§ 10,629.44
§  4,820,858.09
$ 2,847.52
46,825.94

27.66

$ 1,845,777
$ 153.81

$ 38,795,387.86

1,773,469.70

2,358,327.79

4,131,797.49

38,795,387.86

Less total member & state contributions 4,131,797.49

Subtotal unfunded debt

Less current year appropriations $

34,663,590.37

4,187,600.00

TOTAL DEFICIT $ 30,475,990.37 *

* The sick leave deficit for June 30, 2002 will be amortized over a fifteen year period.

Year Ended June 30, 2002
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06 Alabama

4 Alaska

58 Arizona
23 Arkansas
83 (alifornia
43 Colorado

7 Connecticut

7 Delaware

1 District of Colambia
753 Florida
144 Georgia

3 Hawaii

3 Idaho

74 Tllinois
386 Indiana

9 Towa

20 Kapsas

23 Louisiana

7 Maine

25 Maryland
i2 Massachusetts
25 Mic}ﬁgan
13 Minnesola
42 Mississippi
52 Missouri

4 Mortana

STATISTICAL SECTION

Nebraska
Nevada

New H&fnpsl’lire
New Jersey
New Mexico
New York .
North Carolina
North Dakota
Ohio
Olklahoma

Ore gon

Pennsylvania

Rhode [gland
So uth Carolina
South Dakota
Tennessee
Texas

Uteh
Vermont
Vitginia
Washington
West Vﬁrg'mia
Wisconsin

\Y&oming

Distribution of

Retirement Payments

Worldwide

As of June 30, 2002

Additional Distribution Outside USA

4 CANADA
2  MILITARYAPO
1  SWITZERLAND

TOTAL: Number of Out of State Payments

TOTAL: Out of State Payments
TOTAL: Number of Payments' ......
GRAND TOTAL: Amount of Pagments

2 MEXICO
1 PHILIPPINES

$ 54373201

$ 735,224,342

81
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KeNnTucky TEACHERS® RETIREMENT SYSTEM
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Distribution of Retirement Payments Statewide
as of June 30, 2002

County Total Number of
Name Payments Recipients
Adair $3,281,084 164
Allen 2,793,007 126
Anderson 2,511,666 132
Ballard 1,538,221 66
Barren 6,590, 7 4 313
Bath 2,181,808 109
Bdll 6,801,347 332
Boone 11,868,170 496
Bourbon 3,184,127 150
Boyd 9,193,874 415
Boyle 5,686,712 266
Bracken 1,180,143 58
Breathitt 4,329,229 215
Breolzinridge 2,556,605 120
Bullitt 6,669,883 243
Butler 1,461,678 75
Caldwell 2,335,847 117
Calloway 10,088,013 458
Campbell 10,368,920 443
Carlisle 747,588 36
Carroll 1,191,436 55
Carter 5,307,928 261
Casey 2,482,195 131
Christian 8,328,437 387
Clark 4,616,558 215
Clay 4,874,685 235
Clinton 2,249,420 107
Crittenden 063 ,182 51
Cumberland 1,324,611 61
Daviess 16,704,863 753
Edmonson 1,252,544 63
Elliott 009,038 56
Estill 1,862,194 Q0
Fayette 40 ,863,010 1 ,802
Floming 2,200,661 111
Floyd 10,306,468 494
Franklin 11,575,770 630
Fulton 1,250,663 58
Gallatin 361,029 17
Garrard 2,415,820 115
Grant 2,423,908 109
Graves 5,281,721 257

Year Ended June 30, 2002
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STATISTICAL SECTION

Distribution of Retirement Payments Statewide

as of June 30, 2002 continued. ..

County- Total Number of
Name Payments Recipients
Grayson - 3,862,460 185
Green 2,093,418 102
Greenup 6,303,129 283
Hancock 1,228,407 57
Hardia 11,260,286 511
Harlan 7,445,148 348
Harrison - 3,330,528 154
Haxt 2,468,416 110
Henderson 6,375,743 291
Henty 2,878,750 142
Hickman 596,187 31
Hopkins 1,625,256 355
]qé_fson 105,712 114
Jefferson (110,369,806 4579
Jessamine 4,203 688 201
Johnson 5,871,892 272
Kenton . 12,888,677 578
Knott’ 3,699,616 183
Kunox 4,595,368 219
Larue 2,131,572, 109
Laurel 8, 120,663 390
Lawrence 2,010,842 104
Lee 1,228,429 70
Leslie 2,398,148 132
Letcher 6,547,874 304
Lewis. 3,093,422, 150
Lincola 4,613,850 213
Livingston 1,254,621 68
Logan 4,207,053 212
Lyon 1,792,704 81
Madison. 19,760,876 820
Magoffin, 2,710,716 132
Marion 2,511,190 119
Marshall 5,573,288 250
Martin 1,995,838 105
Mason 3,120,169 136
McCracken 11,309,708 514
McCreary 3,572,155 161
McLean 1,607,699 69
Meade 2,564,381 100
Menifee 888,788 51
Mercer 3,712,428 195

Year Ended June 50, 2002
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KENTUCKY TEACHERS’ RETIREMENT SYSTEM @
Distribution of Retirement Payments Statewide i
as of June 30, 2002 continued ... m
County Total Number of _
Name Payments Recipients ﬁ
T
Metcalfe 2,046,238 08 N
Monroe 2,866,006 144 £
Montgomery 3,863,062 177 o
Morgan 2,661,086 128
Mulﬂen]jerg 4,983,405 225 -
Nelson 5,474,975 24 i
Nicholas 973,106 43 B
Ohio 2,910,315 145
Oldham 6,360,612, 242 i
Owen 1,094,801 60
Owsley 2,024,254 90 W)
Pendleton 2,281,304 102 |
Perry 6,129,523 304, ims
Pike 15,269,903 114 |
Powell 1,833,381 83 -
Pulaski 11,022,601 503 e
Robertson 279,156 15 Lo
Rockcastle 2,901,388 150
Rowan 7,849,794 357
Russell 3,632,618 172,
Scott 4,482,038 198
Shelby 5,291,123 243
Simpson 2,422,298 116
Spencer 1,658,124 67
Taylor 4,349,065 207
Todd 1,751,282 87
Trigg 2,610,679 116
Trimble 823,557 36
Union 2,092,906 94
Warren 24,389,518 1,099
%slﬁng’con 1,993,292 97
Wayne 3,948,298 185
%ﬁ:’cer 1,900,806 97
Whitley 9,290,918 457
Wolle 2,232,924 102,
Woodford 3,973,332 177
ToialinKml‘mcley $ 680,851,141 31,055

Year Ended dune 30, 2002
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STATISTICAL SECTION

55

School Districts Electing to Pay for Sick Leave
Under KRS 161.155(8) for Fiscal Year 2001-2002

County School Number of Total Additional
District Members Compensation
Adair 6 $41 444 95
Allen 3 39,022.02
Anderson 10 92,137.09
Ballard 3 57,543.27
Basren 8 43,4277.31
Bath 6 41,450.67
Rell 11 74,6890.29
Boone 23 257,223.11
Bourbon 8 117,097.71
Boyd 10 72,921.35
Boyle 7 56,156.67
Bracken 9 102,120.53
Breathitt 10 83,068, 70
Breclejnﬁdge 4 55 22 6.49
Bullitt 30 312,733.84
Butler 8 120077 6
Caldwell 6 79,019.73
Calloway 4 7490467
Campl)eﬂ 14 160,906 .44
Carlisle 3 8,047.29
Carroll 1 344.80
Carter 14 107,2456.78
Casey 4 25,991.99
Cheistian 32 347,266.56
Clatk 14 137,521.87
Clay 13 71,794.12,
Clinton 1 14,523.59
Crittenden 5 38,1 05.75
Cumberland 5 73,064.83
Daviess 26 348,458.56
Edmonson 4 32,052.26
Elliott 1 3,093.25
Estill 7 69,469,091
Fayette a3 1,079,269.78
Fleming 9 100,151.80
Floyd 9 104,131.71
Franklin 8 63,244 44
Fulton 6 17,920.65
Gallatin 3 33,978.89
Carrard 2 12,408.83
Year Ended June 30, 2002
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KeNTUCKY TEACHERS® RETIREMENT SYSTEM

[E ok

School Districts Electing to Pay for Sick Leave
Under KRS 161.155(8) for Fiscal Year 2001-2002 continued ...

County School Number of Total Additional

District Members Compensation
Grant 2 25,283.00
Graves 17 155,987.62
Grayson 13 147,492 .45
Green 2 21,144.39
Gteenup 1 117407.00
Hancock 3 1 9,603.4()
Hardin 31 380,577.16
Hartlan 15 116,716.08
Harrison 8 102,586.28
Hait 7 101,380.73
Hendemson 15 112,799.29
Henzy 6 36,001.93
Hickman 3 13,813.09
HopEns 20 177,021.71
Jackson 7 30,463.68
Jefferson 314 3,921,592.35
Jessamine 11 75,076.91
Johnson 19 215,807.41
Kenton 24 271,08371
Kuott 4 26,839.37
Knox 7 42,32095
Larue 8 1562,235.32
Laurel 24 206,376.27
Lawrence 5 54,073.77
Lee 3 10,439.67
Lestie ! 34,451 .34
Letcher 9 87,817.24
Lewis 7 71,326.64
Lincoln 14 161,560,.67
Livings’con 2 26 " 788.94
Logan 7 34,192.19
Lyon 2 28,174.94
Madison 20 180,863.21
Magoffin 6 43,462.20
Marion 8 60,523.79
Marshall 9 117,128,141
Martin 1 4,615.73
Mason 10 96,128.98
McCracken 19 241,083.41
McCreary 4 27,638 06

Year Ended June 30, 2002
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STATISTICAL SECTION
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School Districts Electing to Pay for Sick Leave
Under KRS 161.155(8) for Fiscal Year 2001-2002 continued . ..

County School Number of "Fotal Additional

District Members Compensation
Mol ean 3 16,129.98
Meade 8 85,248.20
Mercer 7 63,110.01
Metcalfe 2 12,9564.85
Monroe 4 50,730.80
Montgomery 15 168,325.11
Mongan 7 50,029.73
Mu.l1]en!:)er§ 13 110, 121 24
Nelson 8 106,536.28
Nicholas 3 2410716
Ohio 13 114,932.60
Oldham 16 182,879.33
Owen 1 531131
Owsley 3 31,531.51
Pencﬂeton 9 124 N 743,76
Perry 8 70,175.55
Pike 26 179,929.36
Powell 6 51,115.06
Pulaski 16 151,343.07
Robertson 2 20,862.40
Rockeastle 3 35 ,052.26
Rowan 10 82,814.90
Russell 6 59,064.39
Scott 17 210,340.25
Shelby 15 161,254.39
Simpson 3 57,480.69
Spencer 4, 43,668.30
Taylor 7 60,340 .44
Todd 9 121,918.22
Trigg 5 60,358.70
Trimble 6 112,404.36
Union 6 61 24:5.55
Wharren 20 24040120
Whashington 7 03,039.26
Wayne ] 88,860.82
Webster 6 5540975
Whitley 7 55,280.76
Wolfe 1 15,570.07
Woodford 5 61,793.10

Year Ended June 30, 2002
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KeNTUuCcKkY TEACHERS® RETIREMENT SYSTEM

School Districts Electing to Pay for Sick Leave
Under KRS 161.155(8) for Fiscal Year 2001-2002 continued . ..

City School Number of Total Additional

District Members Compensation
Ancliorage 1 13,641 16
Ashland 7 5772471
Barbowrville 1 16,5684.98
Beechwood 1 1,096.30
Bellevue 4 49,726.63
Berea Iy} 60,388.23
Bow]ing Ghreen Q 148,303.50
Camyf)e]lsviﬂe 4 49,837.85
Caverna 4 42,752.62
Cloverport 2 20,357.89
Corhin 6 75,057 .64
Covington 16 17717422 ﬁ
Danville 5 49,754.,03
Dawgon Springs 1 3,232.98
Dayton 5 71,792.69 E
East Bernstadt 1 8,102.99 .
Elizabethtown 2 117,587.93 E
Er]anger—EIsmere 6 5 6,894!.06
Fairview 3 16,945.20 E
Fort Thomas 8 3245240
Frankfort 2 0,254.08 E
Fulton 2 23,247.38
Clasgow 2 28,182 .34 ;
Harlan 3 32,036.83 E
Harrodshurg 1 6,001.90
Hazard 3 36,025.98 i
Jackson 3 2820121
Jenkins 3 24,355.80 i
Ludlow 3 34,247 .59
Mayfield 8 91,904,872,
Middleshoro 4 34,804.26 §
Montieello 2 32,607.10 E
My & 92,407.22 :
Newport 16 2074,176.07
Owensboro 18 199,982.46 i
Paducah 8 83,245,206 ‘
Paintsville 3 39,154.84 E
Paris 2 17,966.()2
Pikeville 5 48,185.89 E
Providence 2 16 ,017.86 ‘
Raceland 2 22,291.74
Russell 10 110,143.18
Russellville 8 95 A449.21 :
Seience Hill 2 28,940.36 ﬁ
Silver Grove 1 9,960.66
Somerset 10 93,834.39 B
Walton-Verona 1 13,551.50
Williamsburg 3 35,360.73
Williamstown 3 2897301
Ohio Valley Educational Cooperative 1 241847
KY Bducation Deve]opment Cooperative 1 2,779.20

Total For All Districts 1,693 $ 17,995,633.66

Year Ended June 30, 2002
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STATISTICAL SECTION

Schedule of KTRS Annuitants by Type of Benefit
as of June 30, 2002

=
¢
]
|
0
L

Type of Retirement*
Amount of Monthly Number of
Benefit ($) Annuitants 1 2 3 4 .5
1-200 1,450 658 10 499 56 227
201 - 400 1,196 1,039 9 29 119 0
401 - 600 1,065 845 20 21 179 0
601 - 800 1,254 867 176 0 2n 0
801 -1,000 1,849 1,454 135 0 260 0
1,001-1,200 2,018 1,699 125 0 194 0
1,201 - 1,400 1,937 1,609 149 0 179 0
1,401 - 1,600 2,035 1,780 140 1 114 0
1,601-1,800 2,303 1,948 223 3 129 0
1,801 -2,000 2,903 2,532 273 9 94 0
Over 2,000 15,393 14,505 552 22 314 0
TOTALS 33,408 28,936 1,812 584 1,849 227
a
@ *Type of Retirement
= t - Normal Retirement for Age & Service
| 2 - Disability Retivement
' 3 - Survivor Payment - Active Member
4 - Benefiiary Payment - Retired Mensher
5 - Moemally Disabled Child
Distribution of Active Contributing Members
as of June 30, 2002
By Age By Service
Age Male Female Years of Service Male Female
20-24 266 1,280 Less than 1 533 1,360
25-29 1,973 5,216 1-4 3,607 11,380
30-34 1,926 6,000 5-9 3,005 8,838
35-39 1,728 5,197 10-14 2,048 6,458
40-4id 1,723 5,748 15-19 1,463 4,919
4 45-49 2,264 7,188 20-24 1,161 3,675
50-54 2,438 6,632 ' 2629 . 1,187 3,059
g 55.59 1,145 2,562, 30-3¢ 495 831
60-64 403 643 35 ormore A 88 80
65-69 86 102
Over 70 23 32 TOTAL 13,575 40,600
TOTAL 13,575 40,600
Year Ended June 30, 2002
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KenTUCKY TEACHERS® RETIREMENT SYSTEM

T T o E AR P

KTRS Schedule of Participating Employers

School Districts: County Schools

1. Adair 37, Tranklin 3. Madison 109, Ta.y]or

2 Allen 38. Fulton 74, Magoffin 110, Todd

3 Anderson 39. Gallatin 7. Marion 111 Trigg

4. Ballard 40. Garrard 76. Marshali 112, Timbhle

5. Barren 41. Grant i Mantin 113, Union

6. Bath 42, Graves 78, Mason 114. Warren

7. Bell 43. Grayson 79. McCracken 116, Washington
8. Bocne 4, Ghresn &80. MeCreary 116 Whyne

a. Bourben 45. Gheenrup &1. Meclean 117. Webster

10. Boycl 40, Hancock 82, Meade 118 Wlﬁtley

11, Boy]e 47, Hardin 83. Menifee 119. Wolfe

12. Buacken 48, Harlan 84, Mercer 120. Woodford
13. Breathitt 49, Harrison 85. Metcalfe

14. Breckinsidge 50. Hart 86. Monroe

15. Bullitt 5L Hendem on 87. Montgomery

16. Butler 52. Henry 88. Morgan

17. Cald well 53. Hickaman 89. Mul’ltenilel\g

18. Calloway 54, Hopkins 90. Nekon

19. Camphell 95. Jackson 91. Nicholas
20. Carlisle 96. Jeffereon 92, Ohio
21 Carroll 57. Jessamine 93. Qldham
22. Carter 58, Johnson Q4. Owen
23. Casey 59. Kenton 05. Owaloy
24. Christian 60, Knott 6. Tendleton
5. Clark 61 Knox 97. Porey
26. Clay 062, Larwe 98. Pike
1. Chinton 63. Tawel G0, Powell
28. Chittenden 04, Lewrence i00. Pulaski
29. Cumberland 05. Tee - 101, Robettson
30. Daviess 60. Leshie 102. Rockeastle

3L Edmonson 67 Letcher 103, Rowan

32 Hllictt 68. Fewiz 104, Russell

33. Estiil 069. Lincoln 105, Seott
34. Faystte 70. Livingston 106. Shelby
35. Fleming 71. Logan 107. Simpson
36. Tloyd 2, Lyon 108. Spencer

School Districts: City Schools
1. Axnchorage .15, Covington 29. Harrodsburg 43. Pikeville
2. Ashland 16. Danville 30, Hazard 44 Pinevills
3. Augusta 17. Dawson Springs 3L Jackson 45. Providence
4, Barbourville 18. Deayton 32. Jenkins 46. Raceland
8. Bardstown 19. Fast Bernstadt 33. Ludlow 47, Russell
6. Beechwaod 20. Elizahethtown 34, Mayficld 48. Russellville
7. Bollevue 21 Fiminence 35. Middiesboro 49, Science Hill
8. Berea 22 Filanger-Elsmere 36. Monticello 50. Silver Crove
9. Bowling Green 23. Fatvview 37. Murray 51. Somenset
10. Burgin 24. Fort Thornas 38 Newport 52, Southgate
1L Campbellsville 25. Frankfort 39. Owenshoro 53. Walton-Verona
12, Caverna 26, Fulton 40, Paducah 54. West Foint
13. Cloverport 27, Glasgow 41 Baintsville 55. ‘\‘mlliamslaurg
14, Corbin - 28. Harlan 42. Baris 56. Witliamstovm
Year Ended June 30, 2002
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STATISTICAL SECTION

e A R e R e DU B R 2

KTRS Schedule of Participating Employers
(continued)

EUniversities & Community/Technical Colleges
Eastern Kentucky
Kentucky State
Morehead State
Murray State
Western Kentucky

AR o A

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*

RSN S

Other Organizations

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

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

Kentucky Valley Educational Cooperative
Northern Kentucky Cooperative for Educational Services
Ohio Valley Educational Cooperative

West Kentucky Education Cooperative

Green River Regional Education Cooperative
Central Kentucky Special Education Cooperative

—
w!\;;gf‘:’@ﬂ?\@:“?’!\’!“

jury
+ ¢

BEaaaaa

* _Agording to Kentucky Revised Statue 161.607 (1), any member of the Kentucky Teachers' Revivenent System who entered
enmploymient covered by the Kentucky Enployees Retivement System, the State Polive Retivensent System, or the Connty Employees
Retirement System prior to July 1, 1976, may retain wembership in the Teachers' Retivement System instead of joining the new system.
These arsanizations have sembers who are in this category. Onoe these members retive, the organization will no longer be considered a
KIRS participating employer.

Year Ended June 30, 2002
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