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LETTER OF TRANSMITTAL

CCMMONWEALTH OF KANTUCKY
PEACHERS' RETTREMEND SYSTHH
FRAVKFORT

Henorabie Keen Johngsen
Governocr of Kentucky

fhig, the Second Annual Report ¢f the Beard of Trusteeg
of the Teachers' Retirement System cf the State of Kentucky,
in compliance with XRS 161,320, is respectfully submitted.

(Signed) Mary J, liaguire
Hary J, Maguire, Chairman
sBoard of Trustees.

(Signed) N, 0, Kimbler
N, O, Kimbler, Secretary
Teachera' Retirecment Syatem.

December 1, 19&2.
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Second Annual Repert of the Teachers' Retirement System
of the State of Kentucky covering the period frem July 1, 1941,
to July 1, 1942,

We have performed to the best of our ability the responsi-
bilitvies and duties prescribed by Law with reference to the
Teachers' Retirement System, As of July 1, 1941, the member—
ghip of the Board of ¥rustees was ag followsd

Migs Mary J, Maguire, Chairman, Lexington

Hzl B, Dudley, Viece-Chairman, Louisville

B, L, Trevathan, Benton

W, ¥, O'Donnell, Bastern Kentucky State Teachers
Ccllege, Richmond

J, W. Brooker, Superintendent Public Instruciien,
Frankfort _

Hubert Meredith, Attorney General, Frankferd

B. B, Shanncn, State Treagurer, Frankfort

TABLE I, WET MEIBERSHIP 19b1-ho

Wet memberghip previcusly reported . . . . . 18,292
Wew members with prior gervice . . . . . . . glg
New members without pricr gervice . . . . . __ 917

Total gross membership . . . . . . . . 20,058
Withdrawals and deaths 19Ui-k2 . . . . ., . . 1171

Net membership June 30, 1942 , . . . . . . . 19,281

Membership increased during the schelastic year 989, Only
former members who have died or who have withdrawn thelr accourts
‘from the Teachers' Savings Fund, in accordance with KRS 161,520,
are included in the 777 shown in Table I, Lany membergs have
temporarily left the profegsion for service with the armed forces
and work in defense plants, retaining membership as previded in
KRS 161,520, By Rule VII,, members in the military service re-
tain membership for the duration of the war; others for three
years,
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TABLE II. NUKBER OF MENBERS, PRICR SERVICE, AND SALARIES T0 THE END OF BECOND YEAR

JULY 1, 1gu2
Clacs  umber | PRIOR SERVICE '  PLIOK SURVICE SALARY
! ®f ""Wotal ' Average | Appresate | Average
1 1 3 T 1
Gross Brought Forward , 18,455 | 209,671,5 , 11,36 |17,13%,618,38 , 927,58
4 1 1 1 4
New with Prior Service g9 . 6,796.4 , 8,01 , 689,310.20 , 752,79
t 1 1 ¢ [
New Without Pricr Service, 917 None ,  lione Nene ‘ None
Sub Total 120,221 ' 216,467,9 v 10,7 117,807,928,58 ' 880,66
t ! ) ! 1 1
Withdrawals and Deaths ! ko v 7,487.9 ¢ 7,97 ¢ 908,2ub,81 ' 966,22
) i — t 1 !
Totals and Aversges *1y,281 ' 208,980,0 ' 10,83 '156,£99,6¢1,77 '  &76,ult
1 1 I ¥

1

If the S17 new teachers withoul pricr service are not included, the average
prior service is then 11,37, The average prior gservice galary for teachersg having
prior service is $910,72

During the twoe years, GUO members have left the Retirerent Svstem by ‘death or
withdrawal and their accounts have been vefunded as provided in the Retirement Act,
To July 1, 1942, the total of such refunds amounted to $24,382,75. A corregponding
amount has been transferred from the State Accumulation Fund to the Guarantee Fund
as per the order of the Beard of Trustees in accordance with KBS 161,L20,

TABLE III, DISTRIBUTICN 3Y AGE GROUPS OF 917 WEW BiTRANTS WITHOU? PRIOR SERVICE

1941-4p

bee Growp  Mambe S 717 S Ry v
17 - 2k L 6o L 8490,733.55 L6 709,15
25 . 29 : 14g : 121,911, 32 : 837,24
30 — 3h : 4 ,' 40, 777,54 ,’ 99k 57 |
35 39 : 19 : 18,452, 49 ! 971.18 |
4o ~ b , 10 ; 10,728,860 L 1,072,868 |
45 ~ g : 5 ,' 4, 766.50 ', 953. 30
50 - U ! 2 : 1,440, 00 | 970,00 E
55 - 70 L Nonme ! Hone | None

Totals and Averages : 917 : $689,310,20 : $__752.79
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Table IITI. gives the distribution of 917 new entrants withoutl prior gervice,
It appears that ithese members are entering the profesgion by cheice and have not

‘been influenced by present conditions,
others will be reported when service forms are filed,

filed Service Form A-2:

Included in Table III,

are members who havs

PABLE IV. DISTRIBUTION BY AGE GROUPS OF &hg NEW EJTRAMTS WITH PRICK SERVICE 1gli-Yo

heo Grovp | Memver - I
17 -, e : 160,2 : 1,91 : $ 17,292,59 : $563,01
25 -~ 29 : 233 : 1,11k4,9 : b, 78 : 154,437,225 : 662,82
30 ~ 30 : 217 : 1,551.5 ; 7.15 | 148,493, 18 : 686, 09
3 - 39 : 150 : L3753 : 9.16 :_ 115,956.02 : 773, 0k
4o ~ Hh : 68 : 806,7 : 11,36 : 58,506, 50 : €60, 39
Ly - g : 32 : b2, 3 : 14,45 : 27,116,28 : 87, 38
50 -~ BY : 27 : U&0 : 17.77 : 22,764, 71 : gz, 1k
55 - 59 : 15 i 261 : 17,4 : 9,171,25 : 611,42
60 - 64 : 1h : 27,2 : 27,37 : g, 085, 30 : fug, 95
65 - 69 : 7 : 19?.3 : 28,18 ; 6,674, 38 : 953,48
70 - : P : 60 :' 30 : 604,80 : 302,40
iiziigejﬂd } glg E 6,796, 4 5 g, 01 E $600, 507,25 5 $707, 31

Table 1V, gives distribution of the new entrants having prior service, many of
wher, nc doubi, have returred to the teaching prefession due to the shortage of
The average salary for this group is lower than the average salary of
the grcup in Table III,

teachers,

Table V., indicates that the average prior service of deceasgsed membere is about

20 years,

Hote the cemparatively even distribution of ages.

deathg % the number in the sge group increases sharply at age 59,

The percentage of
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PABLE V. DISTRIBUTION BY AGE GHOUPS OF DACEASED MI.BIRS SHOWING PHIOR SHRVICE AMD
' SALARY (1.940-U2)

Age Group : Male 1Female"'ﬁotal r PRICR S7VICH ‘ SALALTES
' ' ! ! ' Totgl ' Average '  Totgl ' Average
] 1 [ I ] 1 1
177 -2, r o2 3 6.5 2,17 , $ 1,462,4L ¢ lLey,u8
- 1 t ! 1 { 1
25-29 , L 4 3 , L, 222 B.55 ,  3,451,00 862,75
H 1 i 1 t ¢ 1
30 - 34 2, 5, 56 ¢ 11,2, L,6hk,z , 908,87
1 ! 1 t ! 1 t
3% -39 , L ., =z . 7 708 , 10,1 , 7,701.30 , 1,100.19
1 I 1 1 1 | t
4o — ub 1, 1 4 2 39 y 19,5 %,200, 00 i 1,600, 00
1 I 1 I 1 1 1
b5 -9 1, 1, 2 o, 45 , 20,75 , 1,018.65 v 509,33
1 1 1 1 ! T 1
50 - 54 e, 2 o, b, o102 | 25.5 4 %,860, 00 \ 965,00
t 1 ! 1 1 L 1
b5 - .59 1, 7 4 & 4 202 ' 25,25  10,118,80 , 1,264,85
{ 1 t I ] 1 t
60 -6k 1, 5 4, 6 179 r 29,83 ¢ 7,271.80 v 1,211.97
| 1 1 ! t t 1
6569 y 1L . 5 , b6 1655 . 27.58 . 11,906,00  , 1,984.33
1 1 1 1 | | I .
70-_ O + 3 4+ 3 4 90 y %0 ¢ bh1o,200 4 1,L70,07
Totals and , 1 ] 1 I ' !
Averages , 16 3, 50 974, 5, 19,5 , $59,044,56 1 $1,180,89
1 t [ 1

1 1

TABLE VI. DISTRIBUTION BY AGE GROUZS OF FIRST #hF WHO HaV3 VITHDRAWY THEEIR ACCOUNTS

(19Lg-Lkp)
Age Group : amber : TotiﬁloR §EBV£3§rage 7; Total SALA?I?Evquggw“
17 - 2b oes | 677.1 : 2. 1 goi6,e8hs5 1§ 769.59
25 — 29 : 278 : 1,60%.8 : 5.77 : 252,931, 2l : 909, 22
20 ~ 34 : 171 : 1,528.9 : 8,9 : 173,297.53 : 1,01%, 4k
35 - 39 : 72 : 910,90 : 10.6 : 82,7&9.65 : 1,149,730
4O — Uk : 3 Ls7.6 13,26 : 31,96%.12 968,61
45 - kg : o 165.3 | 1.8 | 20,561,50 | 1,470,11
50 - 54 : 30 90 ! 30 ! 6,000,00 | 2,000,00
-5 2 | g Loeas D 1,3u8.00 | 67400
60 ~ 64 ! 1 1L : o 1,275,00 | 1,275,00
65 - 70 | Home | ifone : one | Hone ' Tone
Totals and 1 ggs 1 5 ougz 7 ! 6.4t 8786,431,69 ' $ 919,80

Averages



¥oF sctuarial purposes, we ask that each withdrawing teacher give reason for
withdrawal, Typical reasons are! (1) Better salary offered by other States, (2)
to go into "defense work," (3) to establish a hore or to give more time to home
duties, and (h) (0 Jein the armed forces of the United States.,

Table VI, does not inclvde an estimated two thousand wio are not now feaching,

but who expect to return to the profession at the close of the war emergency or
within three wvears,

TABLE VII., DISTRIBUTION BY AGE GROUPS OF HEwBHRSHIP HEAVING PRIOR SERVICE JULY 1,

1gh2 _ -

hgo Orow | Hamvor -~ PRI
17 - 24 : 2,652 : 6,0L6,1 : 2,28 ': $ 1,777,839, 67 :$ 670;38
25 - 25, W50, 25,9927 1 5.68 L B5T0593.3 ¢ 779,56
30 ~ 34 : 2l : ho, 432, 1t : 9.53 : 3,775,620,8% : £90, 27
35 -39 29k, M, . 15,25 | 3,009,307,16 | 1,029,17
4O ~ Lk : 1,511 : 26,259.% : 17,04 : 1,601,235,61 : 1,097,449
Un ~ ug ; 1,097 : 22,100,Y4 : 20,16 : 1,257,837.25 : 1,146,62
50 — 5 ; ThE : 17,262,2 : 23, 14 : %G, 528,91 : 1,152,184
b5 - 59 : 555 i 15,913.9 : 2k, 98 : 60, 564, 06 : 1,089, 30
60 - 6Gu : 400 : 10,522.8 : 26, 31 : 440,492, 21 : 1,101,23%
65 ~ 69 : o028 g,223,5 : g, 55 : 301, 068, 52 : 1,11k, 82
70 - : 116 : 3,438, 8 : 29, 6L : 123,074, 95 : 1,060,99

Totals and ' ’ e b '

Averages : 19,140 : 212,93%1.8 : 11,12 : $17,431,162,71 '$m_910'?2

R I R

There are some inaccuracies in Table VII, due tc the late filing of 141
Service Forms A~1l, This, however, dbdes nct chenge the averages given in this
table,

The State's contribution for prior service is based upon the aggregate pricr
service salary ss defined i1n the Act and as provided in KRS 161,550,

The median falle in the age group %0 -~ 3M which hae an average of 9,53 years
of prior service credit, Frior service is service in the public schools of
Kentudey to July 1, 1941,
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TABLE V1II, DISTRIBUTIOH BY AGE GROUPS OF 5UPJBA?HUATE3 TZACHERS JULY 1, 1obe

Age Groups ' Number ' Average Annuity ! Average Reserve
t — —te
60 ‘ Y ‘ $ 152,78 ' $ 2,006,00
61 ! 7 ' 13%., 59 ‘ 1,72%,00
6o ! 2 ‘ 100, 00 ‘ 1,165,00
63 ! 3 : 171,67 ' 1,999, 00
6l ' 6 : 100, 00 ' 1,092, 00
Average 62 :Total 22 |Avernge $ 130,06 | Average $ 1,591.00
55 : 7 5 165.67 | $ 1,959,00
66 : 12 : 179, %5 ' 1,993.00
67 : g | 215,31 : 2,l28, 00
68 | 5 ) 236,42 : 2,421,00
69 1 2 , 109,96 , 1,003, 00
Average 66,5 1Total 34 (Average $ 189,31 Average $ 2,093,00
1 ! H
70 1 36 ! $ 346,66 1 $ 3,479,00
71 | 27 346.95 3,325,00
12 = 29 ! 335.71 : %, 094,00
73 : 16 1 279,90 ' 2,373.00
Th , 13 su9,20 2,900,00
75 : g ' 361,15 ) %,1%8,00
76 . 13 f 259,75 2,005, 00
77 ' b [ 31k, ol ' 2,543, 00
78 . 7 1 L1045 . 2,8%4,00
79 [ 3 | Y] . 1,569,00
&0 | 3 t 314,92 | 2,08k, 00
81 ' 1 ) 530, 00 ' 3, %61,.00
82 ) b ' 209, 76 1 1,225,00
83 y 1 . 294, 00 ) 1,410,00
87 ; 1 | 276.28 ' 1,056,00
Average T3.25 1Total 168 lAverage $ 329,11 tAverage $ 2,908,00
t 1 —
Grand :Grand | Grand .4 Grand
Average T1.125 Tetal 22U (Average $ P88,57 yAverage $ 2,655,00

= H | !

The average age of our retired teachers was 71,125 vesars at retirement on
July 1, 1942, This is due to the retirement of 168 teachers who were 70 years
old er older,

The average is higher fthan it will be when the curve is extended by future
retirements. In the experiencs of older Systens, the average age of retirement
approaches oY,

According to the 1937 Standsrd Annuity bortality Table, this group of annuit-
ants require a reserve of $600,000,00 is round numbers, $574,952.09 of vhich is
for prior service,

The deaths of three annuitantg have been reported oind eleven retired teachers
are teaching this year under emergency cert1f1cotes, granted in accordance with
KRS 161,100,
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On file in the office of the Board of Trusiees is & detailed table showing
age, prior gservice, gsubseguent service, prier gérvice salary, subsequent service
galary, amnuity, reserve, and loeation of esach retired annuitant.

About $16,000,00 is required quarterly to pay the annuities of superannuated

teachers retiring as of July 1, 1942, Quarterly checks are mailed in September,
Decenher, March, and June of each year.

TABLE IX. DISTRIBUTION BY AGE GROUPS OF TRACHTES RITIRED 3HCAUSE OF DISABILITY

JULY 1, 1942
Age Groups : Humber : Average Annul by : Average Reserve
1 ] T i
B - 2 . $ 13k,38 ) $ 2,263,00
1 1 1
re \ 1 . 115,20 . 1,760.Qo
! t t
6 , 1 , 214,76 | 2,9%1,00
H t !
58 vy 1 [ 270,00 | L, 0l7,00
i 1 1
59 | 1 . 100,00 ) 1,276.00
Average 54,5 'Total & 'Average$lG1l,U45 "Average $ 2,433,00
! )

!

Annuities granted to teaciiers retiring for disability are comparatively
small, Thie removes the temptation that there might be in case of a comparatively
large digability annuity, and it appears that in only extreme cases are menmbers
applying for retirement for disability. The doctors' exsminations which we have
received appear to be quite adequate and satisfactory, The number of teachers
retiring for disability is small in comparison with the experience of other
Teaclierg' Retirement Systems,

Section Y4506b-35, Kentucky Statutes, provides that, "During any fiscal year,
with the exception of the fiscal wyear 19H0-U1, an amount which shall not be
grester than four (U4) per centum of the receipts of the state accumulation fund
shall be set aside into the expense fund or expended for the administration of
this Act." During the two years that the Retiremert Systen has been in operation,
the cost ¢f its administration ie shewn in the follewing table,

TABLE X. COST OF ADINISTRAYIOH

Year ! Recelpte of SAF : Expenses : Percentage
1g940-41 v $ L76,089,49 * $ 23,669,583 ! 4.37
- T 1 |
19h1-bo 1 481,713,073 t 18,232,973 ! 3. 78
1 t 1
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PABLE XII. GEUERAL BALAVCE SIEET
Teachers' Retirement System

June 30, 19l2

Current Assets
Cash

- ¢ 101,899.68

Acecounts Recelvable 11.75H
Total Curvent Assetbs $ 101,911,143
Investments
U, 8.Government Bonds Par $1,777,000,00
Unamortized Premium _ h5,323%,08
Accrued Interest Purchased 278.5%
Total Investments $1,822,601.61
Fixed Assets
Office Fquipment 8,00k, 38
Total Assets $1,932,537. 42
Current Liabilities
Accountg Payable $ gh,n3
Reserve for Encumbrances 4,129, 54
Total Current Liabilities $ b,213.77
Net Assets $1,928,323,65
Fund Balances
Expense Fund $ g,056,64
Teachers' Savings Fund 9h%, 747, 38
State Accumulation Fund qRg, 809, 56
Guarantee Fund 2,719.77

$1,928,7%23,65

$1,928,323.65

Table XII. %¢ a General Balance Sheet prepared by our accountant, The Firet
hnnual Report showed a deficit in the Guarantee Fund, This, the Second Annual
Repcrt, shows a balance of $2,719,77 ir the Guarantee Fund.,



TAELE XIII, GHEUERAL STATHLEWT
RACBIPTS AYD EXPR DITURIS
Teachers' Ketirement Sygtem
July 1, 1941 to June 30, 1942

Cash Balance July 1, 1941

Receipts for the Year

Teachers' Savings gug1, b2, 35
Less Special Refunds 29,32

Net Savings $ ug1,713%,03
State Contribution H81,713.03
Sale of Investments ' 265,56%,33
Profit on Sale of Investmenisg 2,824,107
Interest on Investments 25,287.04
State Allotment for Expenses 18,286,97
Excess Refunds Recovered 2,00

Total Receiptg

Total Cagh Available

Expenditures
Digbursgements for 1940-41
Bxpenges Paid $  3,7681,60
Refund Claims Paid gal, 65
Returned to General Fund _ 240,63
Total $ 4,906, 88

Digbursements for 19HI1-U2

Actuarial Service $ 350,00
Board of Trustees Expense 680,19
Fidelity Bond 50,00
Hedical Service 32.00
Postage 498,40
Printing & Office Supplies 566,63
Salaries 14,617.18
Telephone & Telegraph Hxpense 147,97
Travel Hxpense H52h, 30
FMigecellaneous Expenge 186,10
Office BEquipment 5%, 00
Total | $ 1TV 7T
Refund Claims Paid 18,257.65
U, &5, Government Bondg Purchased 1,239,112,27

Tetal Disbursements

Caeh Balance June 30, 1942

Cagh Regerved for Bncumbrances

Uash Balance Unencumbered June 30, 1942

$

Py N

106, 76k,68

$1,275,389.57

$1,382,154, 25

© $1,280,254. 57

$ 101,899,68
4,129,584
$ 97,770,114
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Technical statements have been avoided in Table XII. and Table XIII. so
as 10 make our financial pegition as clear as possible to the layman., Our
accountant prepares a quarterly financial statement which ig filed as an
exhiblit with the proceedinge of the Board of Trustees,

TABLE X1V, INVESTLENTS
Teaschers! Retirement System
June 30, 1942

Nome and Degeription Tace Vélqg_ Het Yield
U, 8, Treasury 2 3/48, 1965-60 $ 250,000,00 2,20
U. 8, Treasury 2 1/2%, 195452 108,000, 00 2,31
U, 8, Treasury 2 1/2%, Defense Bonds 100,000,00 2,50
U, S. Treasury 2 1/2%, 1958.-56 200, 000, 00 2,27
U, 8, Treasury 2 1/2%, 1972-67 -1,052,000,00 2,41
U. 8. Treasury 2 1/2%, 1967-62 65,000, Q0 2,50
Total Par Value $1,777,0@0.00
Unamortized Premivm : Yr,32%, 08
Total Invested $1,822,%27,08

Average Net Yield 2,51

.

All investments to date have been made in U, §, Treasury bondg, During
1940 and for the first six months of 1941, it was necessary 1o pay a premium on
practically all purchases of Government bends, Later we were able to subscribe
for and t¢ buy Government bonds at par, or at a small premium, This item of
unamortiged premivm is belng reduced by the sale of some of thege bonds and a
reinvestment of the proceeds in Government boinds bearing little ov no premlum
cand vielding s nominal return of 2%%. The average yield on all investments as
of June 30, 1942, wag 2.37%. Thig yield will increase approaching E%J.

The proceedings of the Board of Trustees, which meets quarterly upon call
of the Chairman, are carefully rscorded in a permanently beund minute bock on
file in the central office at Frankfort, Kentuclgy,

1




