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FIRST ANHUAL RRPORT
OF THE
TEA&HERS’ RETIRIMENT SYSTHM OF THR STATH OF KHNTUGKY

The Teachers' Retliremsht System of the State of Kentuecky was establiahed by

Aat of the General Asgenbly in 1938 aa&amenﬁaﬁ and made effeativa by

apgropriation in 19@0 .

Aa'praviied in the Aot of 1938, » Board of Trustees of the Tenchers!
Rétireman% Sysﬁém was eleated and qualified; and'said Board, se a

aonﬁinuous bady, has eantinuad to meet and to han&le the business of the

Retirement Eystam in aﬂcerdanua with the Ac% areating the game, The present

paxaomnel of thig Eearé 1s as fallawas

Migg ﬁary J. Maguire, Ghairman. Lexington
Hal B, Dudley, Viee-Ohaivman, Loulsville
W, ¥, 0'Donnell, Hastern Kenﬁuahy Stata Teaehers
- Gollege, Bichmond BRI E
. By Ly Trevathan, Beaton -
4, ¥, Brooker, . Suparintendent Puhlic Iﬁaﬁruation. Frankfort
ﬁuhert Keredith, Attorney Gencyal, Frankfort
B, B, Shamon, State Treasurar. ?wankfarﬁ.

The Retirenent Syatam hecame 6peraﬁive ag t0 membershiy and payment of

- eontrihutions Jaly 1, 1940, I% will become operative am to ratirement and

payment of annuities July 1, 1942, Tho Board of Trusteos employed the

personnel snd opened an office in the Capitol Building, Fraakfors, Kentucky,

July 1, 19%0,

Ay provided in Section H506b-h9, Ky, Stat,, the eight loesl Teschers'

Retirement Systems in existenge when this Aet went into éffect’marged with

119355 lgt ax. =1 ﬁmt 1‘
19159; 9-192533. ?!&25




State System. The loenl sysbems were in the following clties:

Bowling Green  Lexington
Govington Lovisville
. Fraxnkfort Bewport

Hopkingrille Paduesh,

The offiecial aets'pf the Board of Trustess of the Retirement Sysiom are
properly recorded and kept in permanent form. The office 1s properly
equipped and etaffed with a Sedretery, Assistont Secretary, Ascountant, o

?ﬁghingwﬁaakkaeping.ﬁaéhiné Gpe?aters-aa& 8 Stanagrapher,

The advantages of the Retirement Systen were qmiakly resagnisad~hyf%ha'
beachers of the Uammonwealﬁh. and st the cloge of the firatd £in0a), year of

operation approximatéely 96% were 1n aaai?e partisipation,

As provided in Section W506W-28, Ky. Stat,, 1,036  teachers declined

‘membership and are;‘tnareféfe, exeluded from the provisions of thia Act.

As of Tuly 1, 19%, 17,303 Membership and Prior Service Gertificates vere
lesued to the ﬁgaaharg who- had taught @nd‘Qathibuta&'for ona full
‘1§ahalastie yeoar and who had filed date sheet Form A=), required by the
Board af:?gaéﬁeégu for the use of the Astuary. One thausané“Qnalth;;ty%
geven (1,137) sddiglonal teachers are qualified to reseive tﬁeig_ﬁsmberahiy
and Prior'ﬁer?iéé;ertificaﬁas as noon ae the date form A~ ig fﬁlaa in the
o?fiue an&ﬁﬁarifie&...Ehia makes a $otal mémbership\of 18;53@ ag of July 1f | ' i
1041, This ddes not include ﬁhoae whose membepshiis wm terminated dy death
or by with&ramal;fﬂom the tesching pxafasai§n'afﬁar %ha slose of the school
torm and before July 1, 19&1. Siwoh withdra#éis are as fbilowéi&
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TABLE |
Pormination of Memberahip by Death end Withdrawel to July 1, 19l
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Upon oxder of the Deard of Trastess, the depozlts made by ";théae‘ ﬁemberé wers -

roturned o their estates, ban@ﬁe%griaa or to %hesig‘elvgg,,

The membership 13;. the R&ﬂ?&men% Sysf.em sy of é‘uly 1, 19141. ig gmn by age

groups, prior service and sslarvy in the following tablet
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It appears that there is a slightly less mmmm %6 leave the veaching
profession sinea the Ketiremen% Systen wen’e indo effeat, Ovar a number of
years, the normal aumber %o g0 ‘into other prafeasiene and ocoupations hag

been appraximataly 5% ov 900 teachers. As shown by Table IX, the net membore

ship of the Hetirement System as of July 1, 1941, ds /£330 ., fThers
éere. however, &&ring-ﬁhé year 19,398 individual sccounts ﬁat up in the |
VTeachefs’ Savings Fund, indiesting that theve ia’a aansidarahle nunber of
teaghera who teusht 1ags %han one gehalasti@ yaar, but who ﬂi& make their

emrmmm an pmma& in Seation B506b-36, Ky, Stat.

ﬁh@ae-GZntribuﬁicaég tag&thax with s cheol, payable to B, B, Shannon, Siate
Lrosgurer, and ¢avaring the aggregate, gome to the office in the form of &

goriifisd éapy of the monthly payroll.

The assets of the_R@tiramanﬁ“System‘ara_ﬁala in five funds and in an
Anvesiment socount. The balances in these funds and the total aassets in the

.Bstirsmen%-sysheﬁ_a?a given in the following balance sheet:

GABLE 111

Bal&nea'ﬁhaat of the Rebirement System as of July 1, 19431

Ourrent Assets

Cagh - Ayailable - $1Ql.986 ks
Uash - Reagerved for Unoumbrances b,
Total Uash
hogomnts Recelvable . . 16,99
Totel Current Aagets o $106,781.67
Investmente
V.5, Treasury Bonde (Pap) $800,000,00
Unamortized Premivm 53.1@h 83
Aporued Interant
Totsl Invosted ' ' $853,164, 3k

Fized Aggetbs
O0ffioce Hgulpment
Total Assots




Gurrant Lisbilitlos
Reseyve for Hnoumbered %11@9%&0:;9
For Office Hguipment -
Ebr‘Suvplies sud Serviges
: Total Enembranoces
Aocovnts Payable )
Rafuﬂé Claims Allowed ' ) , &
- Potsl Ourrent. Li.amnma g l; B16.0

Neat Agests . , $_9§9.;693.77

Fund Bolanees o

Expanm Pund Allotment - 84,002,23

Logg Reserve for Encumbrances 73§523g69

T Expense Pond Surplue T 8 198,67

Surplus Invested in Offioe Jqulpment b, h73¢7g

Teachers' Savings Fund Balande - Y79,061.2

State Aocoumulstien Pond Balance M?Q*GSE 03

Allvwante Reserve Fund Balanoe

Quarantée Fund Balange :ig;g ,ag (Dez.)

$959#603° 77 $959,603. 77
ww; :Wmm
Praotically spesiing, invesiments have been 11mite§_$o U.9, ?raaguny Bonds. The

net intersst returns on voted municipal ban&s'&?a.iawar then: the net redura on

gertaln igsues of government bonds. Munieipal bonds of the Asa wabing, mccording

$o Hoody's Bond Record, yield » net intersest retumn of lsss than 2% in almont 2ll

08868,

The investuenta of the Teachers' Retivement svaham are all in U8, Treasury

Bonds and the net aversge yleld for 1940-31 was 2.2%,

The State Treasurer holds the following sscurdties for the Retivement System:
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Investments sold batween July 1 and ﬁwambez' 15, 19’41:
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Ostober 25, 1941
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Acooyding o Seotion nSGﬁhéei, Xy, Stat., the Board of Trustees may lnvest
aveilable funde in obligations of the Uniﬁe&fﬁﬁﬁﬁés Government, obligations

‘af any atate and of the firsb, second and third olmes olties of Kemtucky.

 Ihis Ssotlon shégl& probably be liberanlized %6 include school bonds and voted

counﬁf bonds when the issuance hss been ayyrafea by the courts,

All interaa% and.aet incame from the sale of aaeuriﬁies is helﬂ.in the Gnarantsa
Fund, Thers 1z a d@fiuit of $3i11t1 9&2 iﬂ this fund, buy 14 &ppears that it

will be in b&laace hy the end of the second flaeal yaar*

On Ogtober 7, 1941, Homoweble D, A, lLogan, State Auﬁ#tar;_r@parﬁeﬁ the First
Annnal Auﬁlt.ofrﬁﬁé ?eg@hars‘ Retivement System. The balance sheet of this

andit is shown 4n Tadle IV,
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The State Auditor makaa ﬁhe fnllawing gemmant in ragarﬁ %0 tha aeeoun%s and

redords af %ha Ta&@h&rs‘ Betiramaﬁt Sys%amf

”Basea ugan our: examination of the rsearés &nd upon information obtained

by ue; it is our opinton thet Yhé attached balance sheot, atatoment of -
" pperations and schedules are’ worrectly preparsd fyonm the books and
. fairly .sot ‘forth the finsneial condition of the Teachers’ Retirement
'System of the State of Kenmtugky ad Juns 30, 19&1, and, the. reaul%g of
;iﬁs oparaﬁiang for the year anded thaﬁ daﬁa.

"Baginning July 1, 1942, the State shall make anaually two aent?ibu%ions.
a. petmanent amaunt ‘equal to that doatributed by all members and a
temporary amount aqual f0 two per sent of the saléries of sll toachers,
An order %o ecover the obligation assumed by the State for prioy servide
oredit. With veupeot to-the flscal yeays Trom July 1, 1940, 2o dune 30,
1942, ‘the Btate shell make a gonsribution equal %o that o£ %ﬁe teaah@rs,
but not b0 axaeaa $500,000.00 for eath yesy. . o |

"Apparently %ha work 1s carrie& on effiaianﬁlv and eapidlyy In eur
opinion, the seeretary is well qualificd and has a cleay unﬁersﬁanéing
of the wosk, All vscords ave in halance and the aéa@uﬁtaﬂt is t6 b -
acmmanda& for their excellent. gondition.

Hhe in&iviﬁuai menbors' mocounts are msegrogated,. . » . 4 by eountias,
oities, institutions and divisions, Tplal balsnces of tha eotityolling
aeodunts of these subdivisions proved in agveemert with the above -

amounts. We tested the sccuracy of the gubdivision aontwalling sacounts
by trial Dslands of the individual menbers® ascounts,”

Ag provided in Sections 4506b-35(s) and ~37, Ky. Stat., the deposits In the
@egehers’ Savings Fund ave matohed by the. State’s contiivution, held iﬁ the
S¢nte Aacumulaaian HFynd, - any surplus from. either fun& being ﬁransfayra& to and.
held in the Guarantee Fund, The Taaahars’ Savings Pund, and the State

Agowmilation Fund are and should be in talance.

In round numbera, $12,000 of the previous yaar*s aonﬂfibutiaﬁg of teachers
was ressived 0o 1&%@ for depoait 1n June an& wag, %harefare, dapasitea in | |
the Teachers® 3&%&&@3 Tund in ﬁnly an&Amatahaa from the apprapriatian for

1941-h2, This: indiaates that the $500,000. apprapriation for 19W«42 will be



short 324,000, Thig sum should be taken inté- sonsideration whsn

appropriation for 1942«43 s made.

On Fovembor ¥, 1941, the proposed Bdusationsl Amendment No, 1 was approved
by;‘ ﬁhé-eleﬁtax*&%a; 'Aiapmprimibns'mdgr this Amendment wi-;‘,-l.} no doubt,
vesult in inovessed eachers’ saleries in the lower brackets and in

corresponding ingrensss in such teschers’ contributions.

In the 1ight of these conditlons stabed a_bo?a:} . the approprintion for
maﬁa!iing purpogss and expenses of apgzaticn ghould, tﬁazfafgre. be n
minimun of $530,000 for 1942=U3 and $522,000 for ;91#3?2:414.“

The maximun expenss of epamtipn anthorized by the Retivement Ack is
approximately $80,000 per annum and is included in the above figures

to conform with the manmer of mppropriation for the biennium 194052,

The annual emporary. appropriation, actording to the Retiremont Agt, 1a
to be a mum squal to 85 of the salarles of present” teachars who ere
members, As the "present” teschers dle, withdraw or retire, the

temporery appropriation will deerease and £inally reach zerd.

The total salaries of "present" teagherg, oayefully checkad and varifie_ﬁ/
for the wyear 194041, the last somplete year, amount to §16,831,000 ae
given in &‘able II. o per cent (%) ot this swg. in, in round numbers,
$337,000, whigh would be the sum needed :E’a:;g’la#}ﬁ;_ Singe an estimated
number of "prosent® teachers will dle, witﬁdmw or reti:fa during the
blennium, the temporary sppropriation needed for 19434l is astimated to
be 810,000 less or $327,000,




10,

If for any yenson the full amownt 1s not spprovristed, any reduption
therefrom should come fyom the temporary appropriation and not from the

permanent sppropriation,

In viow of the fast that the year 19U0«41 1p & "prior service" year, 1%
might be oonsidered that the Uommonwenlth hes already pppropristed

- $476,000 for prior wervise, which smount is & surplus in the Retirement
System, The $476,000 eontrituted by the teachers ia not a surplus and

a&iauld not he o éema;-m:eraﬁj,

Garo should he exernised that thls surplus not be consumed but that 1 da

held as a safeguard against periods of depression.

In accordance with Section héoﬁmaa, Ky, Stat.s an a@tm;;iaz study was
made of the Rebtirement Syateia LY ef_Jul;r. 1y 1941, and o detsiled report
filed in the offics of the Eo&ra of Wus_:téesg'; " The Eéard of ﬁ#ﬁe&aas hap
atudied this vepors and suggested that the Actuary's balance sheet of the
prasent wosth of the assets snd liabllities of the Relﬂrememismtam be

inoluded as Table IV,



T
DABLE IV

YALUADTON BATABGA S0IME
APPROXIHALR L&gé&i‘i‘iﬁs AND Assald
THE THAUHERS' RUDIRGMENT SYSYEM OF KRSTUCKY
\ - R OF
JULY 3, 1941
. %% Interest Rate

|  BRIOR SBAVIOR
LIABLLITIES |

- Pregent Valwe oy . . |
Benafity Mandatory by Besson of Prior Service
Benofits Havdatory by Beasen of Frior Servies

for membars aligibla to rehlve '
Potal Lisbilitiss by Resson of Frior Sarviee

ASEHTS

Prosent Velue oft

*  Hinbe's Avsrued Ohligations for Fricr
dervige Gredits ._ o

" Gotel Asnets by Besson of Friox Servies

% In ageordsnce with Sectlon N506b-37 of the Law, the
State widartakes to contribubis o temporaxy smowut
mansily Yin erder to gover the obligatien agsumed -

by the Biate for Prior Service Credite.® The obligation
of the State is squivalent in amount to the liabllitles
for prier service dredits. The law ntiewmpts to messure
this temporary annval sppropristion by an emount equal

to tws per centum of fhe salarien of all présent teachers.
Using the surrent ealury weale of all present teachers ae

& guide, and obbalning & present valus Yased upon o2
therenf, we Fiad that ough approximate pYesent valus 1s
apparently lnsuffisient te dlgcharge the State's acerusd
obligations, X also sppears thal & messure of the present
value baged wpon sslavies of present Yeschers will result

in a Sleinishing wetusn, Yhus wdskening the depsndadility
of e approximate presend valua, The indiented deflislency
is not of immedlate congeyn, bubd ghould bs taken into
gonslderstion in fubure velvations,

Shate' g acerned obligations for Prior Service $3,463,715.65
Approsiunte prosant vslue of State's temporary
annual spproprintion 21005,
Indiented defiolt §




1z,

LIARILITIAG

Pregent ?alue aft
Benefits Hendatory by Hesson of Subssquent Service $10, %3%,139.1@
* Huvimate to voyer Hembors' wmmwm fundg .
 ABrior Yo 60) 2,301,999, 59
Fopal Ligﬁ&ﬂiﬁi@a by Reanon 6f Subzeguent Ssrvige m;?”?}.lﬁ. 53

ABEERE

?msm% Valug oft
* Members" Oenbributions by Beagon of Subsgeauent
Ssrvion; :!miaéing fimds subjeed o vatura in s - -
avens of death or withdrawal prior e age 60 $ 7,390,842,6)
State’s Gontributions by Rensew of Subsegquent : E '
Servisé, nome of which is subject o retum
By veauon of eiaath &x‘ wﬂ.ﬁhm:@al of menbars
prive to 60
'.i*a%al &ga%s by E@as@n e:f su’ﬁsagmnt Hervige

B The law sgeeifies that in the evand of wiﬁhﬂmwal
from the syabein; or dsath of bhe menber prior Yo ags &3.
o member's coniribution shall e vefundsd, togetler
wish intovest sccwnulstione theveon ud 3%, Ascordingly,
1n salomlating the pyesent value of meitbers' contyi~
ubdens sy & pard of assubs By Fesson of sbsequent
gorvice, due allowands hag been made for this
gondingeney. Likewise an sgnivalend allowancs ag
an asbimate hae besd given eonslderation in
_g@ﬁa?i@n wﬁh Ea!.a'sﬂiﬁma W E@asﬁn of ﬂubmu&m

ayeice,

Totsl Lisbilities by Resaon of Peior Jervice s
Potal Diabilities Yy Mewuon of Subgequent sma@ _-
Q:aaal Esga‘biliﬁés :

ﬁﬁ&gﬁﬁ

Total .&gaetg by Beason of Prioy Eervme | : $ 3,555,?15.@5 l
Total Asnets by ﬁa&s@z} of Subseguent Sevvies
Todad Ansets




The following groerphs are qwied from the repord of the Actunry:

HOOHOLUSIONS

flp concluding this firet Actuarial Hepert I widh %o direst partioulay
sttention %o the faot that both Contyilutiong and Bonefits are
‘definitely preseriled by law, Boing thus fized: it is clear that thelr
present valuss were agsumed Yo be equivalents. Chenging donditions may
develop trends %o Aishrd thie aetuarial balanee, for whigh contingency
no provision is mede im the law. Twos tronds that tend to dlstorb this
" belance Begin to manifest themselves in thia .ﬁrst yeport.

H14 1 alfficuld, at sueh an enyly dnte in the progress of the aﬁaira
of the Systsmy to appraisa, with dependable definiteness, the adequacy
of the Stats’s Yemporary Annval Contridutions? to fully liquiﬂats ite
obligatlons for Prior Service Uredita, The trend indlonted by the.
Valwation Balanse Sheed points to the fast $hat at some later date the

- measure of the "Temporary Annusl Oontribution’ for Prier Service Opredits,
an sel ont in the law, may have 1o be resonsidersd and pasaibly x*wiaeé.

tRepular Interest', which ls defined in the lew to mesn interess atb three
per gent per snnun compounded annuelly, is the inderes$ aseumption on
which this firast Aotuwsricl Report is baged. It 1s an aotvarially sound
pammption a% the present time, However; in view of the trend toward
continued low interest rates on investments in genersl, 1% shouvld be
conztantly boyne in mind that any deparity botween the sotuzl earned
interast ¥ate snd the three per dent rate presaribed by law will have a
subptantial offect on the woundnpss of the System. & lowar interest
robe wopld meflect in the pressnt value of Sontrdtmbiong and Benofi b,
and would sdversely affest all of the reserve funds of the Systenm
{ezoept the expense fund), einve the tontemplations of the law require
thres per aaza% imeresﬁ 10 maintain these yeserve funda.

*1% ig my opinion that the ©eachers' Retivement System of Xenduoky may
be amai@emé, 8t its inseption, o be in an actuarislly sound position.
1, bovievers the indicated trends continue Yo manifest themaselves, oy
other trends showld develop in fubuve valustions, they will be subjeet
to suoh resommandations for donaidsvation za elrcumsiances seen to
worrand, Reasonable marglng of safely have been taken into
mngic‘wmﬁan thyoughont the ealenlations maleing wp thia mxaam.

#The z’atas of withdrvawal, movtality, éiaahillty and resirenent, which

have been adepbed by your Actusry, appear ab this tims to furnish a
ressonable and evnservative basis on vhish to setimate and appraise the
fature of the Teachers' Hetirement Syatem of Kentusky. It ta, therefore,
recammamed that the tables employed he continusd for uwse wntil sudh time
ss condibions indlonte & warrented change in the fundsmental agsumptiona,
It 15 further recommended that the astuarial studies instdituted Tor the
purposs of this repord be nontinued ssth yosr g0 ms to maintaln &
sontinnity of mmgarisans by which to moastvs the finanplal autm&nesa

6f the Eﬁ‘giﬁ@ﬁc
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‘" Ths - da%a ami atatistim rwf;assar;r im a gnatinwmm aotusrinl amluaﬁicn of tha o
L %mimra‘ ‘Retiremant Syaton ave availe,bia., Eﬂha 'basia azxﬁuarial tables, B

praparsd b:sr t!s.e ﬁﬁ%uary, a,:ra an file in the affi@eq

In aocordancs with Soction 4506v-U1, Ky, Stot., retlrénent is mndatoxy for
o 511 nembers T0 or older on July 1, _19142{ i'?hém aré 1:‘5? ‘taaehars in membarship

in the Héti‘z‘amm System whose ggéa will vange fzom 70 1o 82 Years,

B Batimmenﬁ is ogtsiem? t‘ar sa.ll mmbears whasa szgas xange f’mm 6(3 iw 69;
inelussive. 3u1;r :L, 9142, pmﬂ&ed ﬁhear hwa rmt ’ahe raquirmenﬁs af tha Aat,

-atatsd in Seaﬁan 15506}%1%1, ax&ﬁ h&w aa;a};lia& wi%h tlm miae af ﬁha fﬁaarcl af

tﬁma@eea,

The following table seis forth thé number, average prior pervice. sge group,

ayerage annual compsnsation end totals, Subssquent service is omivted because

it csnz;o.ﬁbe_ detexmined untll th@y rotire,

T Frlor | Ave, B, Fob. | Kve, LiFe |
by {Servics | Salavy jAnmuity | Fxpeotency | Zotal

6.92 352,219
10,02 153.7311

| 2 |
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Apcording to our actuarial table, 66 members will retire out of an eligible
groan of 286 at nges 65 to 69, inclusive, snd 48 will retirs out of 767 in

age group 60 to 64, inclusive, making a totél of 272 who may be expected to
retire July 1, 1942, Ve ave of the opinion that these estimstes a?e low,

but, accarding.ﬁe then, $72,240 will Ye nesded o pey annultles during 194p-h3;
and, sn estimated $100,000 for 19u3«hl,

The total smount needed to meet the obligation of the State for prier service
for the members who pye 70 to 82 years of axe la $352,219; and for thoge who
vill choose to retirs, $251,530, making a total of 603,749, the present worth
of which, for the saverage Life expectancy, ie $475,210.84. This smount should
bs placed in the Allowance Reserve Fund July 1, 1542,

It is the polioy of the Board of Trustess that whon s membsi rotires, the
vhole emount of his amnnities during life ezpectancy shell imwediately be
tronaferred to the Allowance Heserve Fund = only by sueh a poliey can the

Retirement System remaln sound.

The Hoard of Trustees has adopted the following yrinsiples for the guldanes

of 81l eitizens who are interested in the Stute Retirement Syatem:



e .
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« That the bensfita @f the Botivessnd dyabes sre p parh of fhe
- asonsiderntion for whilah & teather ¥puing hispels and revaing
izz the ﬁﬁgﬁ;&iﬁg profeysion,

2. Tnat te peveeniage of sdisvy aid by the tencher and mebehed
by e Btads sherdd Yo Beld in dwusd, dndnebl and preperly
invested wmiil et partisvisr beashar é&iﬁg; losves the
@%ﬁ@:@i@ﬁ oy PEELTHE,

% %% whon o %ﬁ@h@&* mﬁimm the :;a%&ae@g% wopih of the whale
aovld -

4, That the State’e sontritubion s nod » gif% o0 2 ;zmgiam but o
eonpldaration for which e puidie gobs vl veselvedd, dus
to ths provisions of the ﬂaﬁzr@mm At snd the Tike a%%ﬁh&:%i&a

af the Sesaly

B Whab the Heshavshin snd Priey Servive dprtitientes legally
fwensd, sonelituten & valid gonteact with dofinite consldarntions
By bodh perdlies « the teachor and the ﬁ%ﬁﬁ%ﬁ%&mﬁ‘ﬁh af Honbtusky,

Tand She Hstipevent Syaben shall Bo s supporded snd epovated
g&m 1% will Be astuerily wund sopordlug to %ha hant atendavdy

ah all binba.

7
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RULES AND REGULATIONS
Adopted by the Board of Trustess

I, Ruleg of Bducational Units:

Independent districts, county digiricts, institutione and departrents having
teachers participating in the State Retirement Syston are requested to

nodify their respoctive rules, if necessary, o as (0o bring then into harnony
with the Teachers' Rotirenment Act. (Sec. UB06DL-1 to and including Sec.
4506151, Ky. Stat,)

I1. Fractional Year:

Fractions of a year of gervice shall be indicated to the nearest tenth,

III. Substitute Teachors:

Substitute teachers when legally employed pay have contributions deducted
from the salary in the waual nanner and receive gervice credit for the
fraction of a year taught and paid for,

If o substitute teacher teaches a senester (or half school term) or nore,
ghe ig a regular feacher dvring that year, and menberghip is compulsory.

Professional Service Forng A-1 ghall bo completed and filad with the chief
school officer of the educntional unit at the tince the row (entrant) teacher
gigng her firgt amual contract with the employing board.

V. A Special Teacher; Definition:

A special tencher is one legally enployed at o fixed salary and who perforns
duties within the purview of the Retirement Act, and nembership is required,

Salary and certificate are sublect to the approval of the Depariment of

Rducation.

VI. Member with Thirty (30)
Years of Service Craedliid:

A member with thirty (30) years or more of acceptable pervice is not required
to teach consecutively the last five {(5) years before retirement. (Secs,
U4506b-41 and 4506b-h2, Xy. Stat.)
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VII. To Retain Monbershilp:

In all cases excepting those designated in Scctilon UKCEL-U2, Ky, Stat., a
teacher to rebain nembershipn shall teach st least three yearsg of each six-
yvear period, provided the Doard of Trngtecs reserves tho right to extend
this tine in such cases as nay, in its judgnent, woarrant such extension and,
provided further, toachiers in nilitary service arc excepted.

VIII. Prior Service:

¥o credit for prior service shall be given unlegs and until tho progent
toncher shall hawve beon a contributing nenber for at least one scholastic
year,

Prior service shall he granted upon the following additional conditionsg:
1. To nonbers who taught at any tine during 1939-40, (a) and who
becone nenbers during 19H0-H1, and (b) who did not decline
nerbership. (See. 4506b-31, ¥, Stat.)

2. To nembors who have taught three years or nore of thoe gix-year
period ending July 1, 1840, (See. U506b-32, Ky. Stat.)

3. To nenbers who taught a full year during 1940-Y1,

X, Credit for Service:

In all enscs wherc any nonber having a logal right to pay contributinns to
the Retironent Systen pays the sane according to Law, the anount of service
credid pald for shall be addod annnally to his gerviece rocord and in no
other cases. (Socc, U4B06b-U2, Xv. Stat.)

X. Individunl Contridbutions:

Members on lenve of absence and on nmilitavy duty nay nay thoir contributions,
baged upon their last annual contract, directly to the Teachers' Rejirenent
Bysten during such period of leave of abseonce or nilitary duty. In such
coses, recelpt shall be given the nerher as and when paynent is nnde,

bi]

XI. Leswve of Abgenco:

No leave of abgence shall be granted for o longer period than one scholastic
voanr, nrovided the ermploying beard noy extond any leave of abgence annually,
but in no easc for noro than three years in any ten-yoar period.

Written notice of the granting of leave of absence and the extension of the
garne shall be filed in the office of the Joard of Trustees within two wecks
after such action is taken by the ermloying board and shall be subject %o

the approvel of the Secratary or Board of Trustees before such leave ghall

be effectlve for retirement purposes,




No Membership Certificate andf/or Prior Service Certificate shall be igsued
to any teacher who has not complied with the requirements of legal
employment and paid contributions for at least one full school term, or the
equivalent, excepting in thoge digtricts or other employing units in which
the annual salary for the school term is paid in eleven (11) or twelve (12)
equal installments,

In such cases, ten (10) monthly contributions must have been paid currently,
and the remaining installments shall he pald not later then August 31,

XI1I, Hefundsg:

Refundg to beneficiaries or admlalstrators on account of dcath of members
and refunds to former memberg who have withdrawn from the teaching
profesgsion may be made upon approval of applications for the same by the
Secretary.

It is the policy of the Board of Trustoecs that such refundg shall boe made
not later than during the calendar month following the date of approval.

The Secretary shall report to the Board of Trusiees upon such refunds at
sach quarterly mecting; l.e., four times por year.

XIV, Remittance of Contridbutions:

Hnploying boards, through their regpective treasurers, ghall remit promptly
to the Retirement System all contributions due %o be deductod from teacherg!
salaries, as and when deducted, as required by Section ¥506b-38, Ky. Stat.
Since fallure to do so affects the teacher's account and service rocord
adversely, boards so offonding aro 1liable to the Conmonwenlth and %o the
teachers affceted for any and all such losgses sustained by reamson of
violation of sald section (U506v-38).

XV. Report of Contributions:

Euploying beards ghall cause to he submitted o the office of $he Board of
Trustees with each check for teachers' contributions for any and every
payroll o detailod report by school months on a form approved by ths
Dopartment of Bducation. Teachers' names shall, as far as practical, be
entered on sald form in alphabetical order, In case any teacher's nanmc
appears on the payroll more than once, sald teacher's name shall be ligted

on. congecutive lineg o facilitatc the posting of his account and ealcoulating

of intercst.

Ag far as practienl, the teachers' nancs should appear in the game order
from nenth to nonth,

XVI. Inactive Accounts:

Regular interest shall be credited to all inactive sccounts annunlly for o
poriod of three (3) years, after which no interest shall be crodited with
regpect to any year until the account becomes active, after which date the

/7.
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rogular interest sball be credited annually. (See. 4506b-33, Ky. Stat.)

XVII. Bervice Bonefits:

Prior service benefite shall be based upon the average annual salary for
the last five years of prior sorvice. (Sec. H506b-31, Xy. Stat.)

Subsequent service benefits sghall be based upon the average annual salary
for the last five years of subsequent service,

In either cage, whon there is lesg than five years of prior service or

subgequent service, the average of such years shall be ftaken as the
factor in determining annuities,

XVIII. Applications for Retirement:

No retirenent benefits shall be granted without written spplication filed
on blanks furnished by the Teachers' Retirement System, Daja requested on
such forms shall be furnished in complete and acceptable forn.

Appliecations for retirement July 1, 1942, may De filed with the Secretary
at any time during the year 1941-42,

Applicationsg for retirement during subsequent yearg nmay be filed at any
tine during the preceding yoear.
XIX, Annuities:
Annuities ghall be based upon three factors:
1. Age at retirewment. (Sec. U4506D-U3, Ky. Stat.)
2, Years of accredited service, (Sec. Y506b-731, Ky. Stat.)
3. Salary as defined in the Law and as degigneted in the rules

of th§ Board of Trustess. (Sec. U506b~2, paragraph 10, Ky,
Stat.

XX, Payment of Annuities:

Annuities shall be pald quarterly in the months of September and/or October,
December and/or Janvary, March and/or April and Juse andfor July,

No annuity shall be retroactive, but shall be paid in the first designated
month for payments of annuities after the application hasg been approved and
payment authorized. |

No annuity shall be paid without the approval of the Secretary end the
express authorization of the Board of Trustees, which authorization shall
appear in the minutes of the Board, provided that, after the application
has been approved and the anaulty authoviged ag provided above, the

Secretary shall, without further authorization, causc the guarterly checks ]
to be igsued rogularly during the 1life of the annuitant,
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The last quarterly check shall be issued for the amount of the accrued
annuitﬁ to and including the datc of the dcath of the annuitant. (Sec.
4506b-46, Ky. Stat.)

XXI., Annuitant's Account:

Por each annuitant, the Secretary shall set up and maintain an account,
showing the accumulated contributioneg of the aannuitant, the amount
contributed by the State on his behalf to the State Accumulation Fund and
{the amount contributed by the State in its tomporary appropriation for
"prior service".

Regular interest shall be credited to these accounts.

XXII, Statement of Account

Upon written request, the Secretary shall, as soon as practical, mail to
any member or annuitant requesting the same a gtatement of his account
for the preceding or current fiscal year.

e s e e ey e
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The Board is of the opinion that the Retirement System hss made oxcellent
progress during ite firet year of sxistence, that the business routine for |
handling the same has heen properly worked oud, thet 1ts proviglons will
vodound to the benefit of the Commonweslth and that great oredlt is due the

Txewutive Branch of the Btate Government for this sueplclous beginning,

Hegpactiully za?ami.t ted, _

umm Inatme*&ién snd Hember)
of the Board of Trustees

o)
. . “I/W,g/ v g COMMITTRE
)

. _ MBLER, Heoretnry
November 15, 1981 | 'Eeswharg’ Baﬁimsmnt Byatem




