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Dear Members:

The 1996 Comprehensive ARnnual Financiol Report of the
Teachers' Retirement Systemn, a Component Unit of the
Commonwealth of Kentucky, presents the financial
and actuarial stotus of your Retirement fund. The
finoncial integrity ond the actuarial soundness of the
system presented in this report are substantioted by
accompanying reports . from the independent auditor
and the consulting actuary. '

KRS ciosed the. 1995-96 fiscal yeor with $7.1 billion in assets.

The active membarshiptotaled 56,246 ondthe retired membership
wos 2,641 with an annual payroll of $388.8 million.

The Board of Trustees is dedicated just os in the post to

‘the commitment that the retirement funds are monaged

in o prudent, professional manner.  The retirement system
piedges every effort to remain fiscally sound in order
that all members can look to the future with confidence.
Member contributions, oaolong with those of the
Commonwealth, will be utilized to provide the best
retirement possible.

We appreciate the support ond cooperation extended
oy the Governor and the legislature.  This cooperation
allows the system to not only meet current challenges
but to also moke timely provisions for the future.

The Boord of Truslees pledges to continue te administer
the offairs of the Kentucky Teachers' Retirement System
in the most competent and efficient moanner possibie.

Sincerely
Virginia Murrell

Chairperson
Board of Trustees

December 1, lQQé-
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Honorable Paul €. Potton, Governor
Commonwealth of Hentucky
Copitol Building

Frankfort, Hentucky  40601-3800

December 1, 1996

Dear Governor Potton:

[t is my pleasure to submit the 56th Comprehensive
Annual Financial Report of the Teachers' Retirement
System cof the State of Hentucky, o Component Unit of
the Commonwealth of HKentucky, for the fiscal year

ending on June 30, 1996.

Stote law provides the legal requirement for the
publicatien of this report and in addition requires an
annual cudit of the retirement system.

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

Tris Berorr ConsisTs of Five Sections:

- QO The Introductory Section contains the Board
Chairperson's letter, this letter of tronsmittal, Board of
Trustees information, a list of consultonts used by the
System, ond the organizationat chart.

O The Financial Section contains the opinion of the
independent accountants, financial statements
and supporting schedules.

O The Actuarial Section contains the certification
from the Actuaries of Buck Consultants as well os
the results of the System's actuariol valuation.

O The Statistical Section contains information on
the Systermn's membership, both active ond retired,

O The lnvestment Sedion presents investment and
portfolio performance.  This includes the policies,
summary, profile, ond listings of the System's holdings.

RAccounting Svstem ane ReponATs

This report has been prepared to conform with the
principles of governmental accounting and reporting as
established by the Governmental Accounting Standards
Board and the American institute of Certified Public
Accountants.,  This report wos prepored by the Kentuchky
Teochers’ Retirement System comptroller's saction.
Responsibility for both the accuracy of the presented
data and the completeness and fairness of the
presentation, including oll disclosures, rests with KRS,
KTRS believes the data, os presented, is accurate in all
material ospects; that it is presented in ¢ manner designed
to foirly set forth the finoncicl position and results of
operations of KIRS as measured by the financial activity
of its various funds; and that all disclosures necessary to
encbie the reader to goin the maximum understanding
of HIRS's financial offairs have been included.

The accrual basis cf accounting is used to record the
assets, liobilities, revenues, and expenses of the System.
Revenues of the System ore loken into account when
earnad without regard to the date of collection, and
expenses ore recorded when the corresponding liabitities
are incurred, regardless of when payment was mode.
Fixed ossets ore recorded at cost and deprecioted over
the estimated useful lives of the osseis.

In developing and evaluating KTRS's accounting system,
consideration is given to the adequacy of -internal
accounting controls.  Internal accounting controls are
designed to provide reasonable, but not absolute,
assurance regarding: (1) the safeguording of assels
against loss from unauthorized use or disposition; and (9)
the reliability of financial records for preparing financiol
stotements ond maintaining acccuntability for assets.
The concept of reasonable assurance recognizes that:
(1} the cost of a control shouid not exceed the benefits
likely to be derived; and (2) the evoluation of costs and
benefits requires estimates and judgements by
management.

Al internal centrol evaluations occur within the above
framework,  We believe that KTRS's internol accounting
controls  adequately safequard assets ond provide
reasonable assurance of proper recording of financial
transactions.

ReveNues

The reserves nzeded to finance retirement and other
member benefits are accumulated through the
collection of member, employer or state contributions os
well os Income derived from the investment of reserve
funds. Contributions ond investment income for the fiscal year
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1696 totaled $1,284,809,242. This represents an inaease of
49 1% over fiscal year 1995 revenue. The rate of increase for

member and employer contributions over fiscal year 1995 wos.-

3.9% ond 2.9% respectively. The increase in investment income
over fiscol year 1995 wos 88.7%. see the investments pertion of
this letter for an explanation.

€xpeNsES

The primary purpese of aretirement system relates to the purpose
for which it wos created, the poyment of benefits, These
payments, along with refunds to contribution to terminated
smployeed, insurance benefits of retired teachers, and the cost
of administering the system, comprise the total expense.
Expenses by type for 1996 and 1995 are shown for
comparative purposes.

Incrense/{Decrense)
(Mnuons) %

19946 1995

Expenses {Miwons)  (Miuows)

Retiree Banefits $ 3591 % 3919 % 372 116
Disability Benefits 19.7 17.3 24 139
Survivor/Death Benefits 10.0 Q4 0.6 6.4
Refunds 8.4 8.5 0y 0.9
Medical Insurance 61.6 58.8 ) 4.8
Administration 6.8 6.1 g7 115

$ 4656 % 4900 $ 436 103

The incrense in retirge and disability benefits is attributed to an
increose in the number of annuitants in these areas and to the fact
that more recent retirees ond disability recipients are receiving
nigher benefits thon those members leaving the payroll,

InvesTmeNTs

The investment portfolio is ¢ substantial contributor to the System.
Itis estimated thatincome from investments willl provide more thon
one-half of the funds that are paid to the average retired membsr.
The investment portfolio experienced significant growth during
the 1995-96 yeor. The par value of the portfolio increased from
$6,315,115,639 to $7,096,809,908 during the fiscol year. The
growth of the portfclio is due to higher teachers’ salaries and the
corresponding effect on cortributions, os well os investment
income. Results for the fiscol yeor show that invesiment income
exceeded $775.8 million. This figure is 88.7% higher thon last
year's total of $411.1 million. The substantiol increose in
investrent income can be directly ottributable to the record
number of gains the System realized during the fiscol year.

The mojority of earmings from the System's investment poitfolio
waos the result of realized gains in the amount of $420,680C,652.
The second largest income component,  $260,068,731, wos
generated by interest earned cnthe investments. Other income
of $05,057.912 wos earned from dividends, rent ond securities
lending.

According to KRS 161.430 the KTBS Board of Trustees haos the
authority to invest the ossets of the System. The Board of
Trustees, generally, delegotes investment authority to an
Investrent Committee that is comprised of two Trustees and the
Systern’s €xecutive Secretory. The Investment Committes works
closely with experienced investment counselors who ore controcted
by the Board of Trustees to provide investment advice.

FUNDING

Based on recommendations of the Board of Trustees, the Genaral
Assembly establishes the levels of contribution by statue thot are
to be made by members and employers to fund the liabilities of
the systemn.  €ach yeor, on independent actuary performs o
valuation to determine whether the current levels of contribution
will be sufficient to cover the cost of benefits earned by members,

The lates: actuarial voluotion was for the period ending
June 30, 1696. This report reflects that the System's assels
totaled $7.0 billion and the liabilities totaled $9.178 billion. The
actuary determined that the existing levels of contribution by
members and employers would be sufficient to fund oll of the
System's liabilities within a reasonable period of time. The report
concludes that the System is operating on an actuarially sound
basis, Assuming thotemployer contributions continue inthe future
ot rates recommended on the basis of the successive actuariol
valuations, the actuany states that the continued sufficiency of the
retirement fund to provide the benefits called for under the System
may be safely onticipated.

Current AND FutuRe Develorments

1996 Geneant Assemaly  LecistATiON

The 1596 Generol Assembly approved the Govermnor's budget
recommendation of fully funding KTRS.  The Governor also
recommended that $20 million of the KTRS appropriotion be used
to provide much neaded relief for the KTRS medical insurance
plon. KTRS hod requested that the employer matching rate be
increased. Due to the unavailability of odditional stote revenues,
however, the Governor ond General Assembly decided that o
diversion of pension funding wos oppropriate.

4
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Retirees receive an annual cost of living increase of 1.5% and the
General Assembly approved the following increoses: (1) a 3%
increase on July 1, 1996 and 1997 for all retirees receiving less
than $834 monthly and (2) a 1% indeases on July 1, 1996 for
retirees receiving over $834 monthly, bosed on an ossumed
monthhy moximum of $1,250.

Retirees returning to employment os a part-time teacher or ina
non-teaching copacity are required te submit retirement
contributions to KTAS. These monies, less the medical insuronce
contribution, will be returned to the retiree ot the dose of each
fiscal year provided the retiree follows KIRS low regarding
employment.

In addition, the 1996 General Assembly created o new section
in KTRS taw that allowed members to make installment payments
when purchosing certain amounts of service credit.

KTRS Mepicar Insusance Plan

During the 1995-96 fiscal yeor KTRS medical costs continuad to
incrense but ot much slower rate thon previous fiscal yeaors.
KTRS's 1996-98 biennial budget requested additional funding
from the Commonwealth, but due to difficult economic times these
funds were not available. The General Assembly addressed the
problem by transferring $20 milion in each fiscol year of the
1996-98 biennium from the regulor pension apprepriation Lo
KTRS's medical insuronce progrom.

Effective Jonuary 1, 1997 KiRS retirees and dependents
under the age of &5 will have their health insurance
provided by plons in the State Health Allionce.  Under
this arrangement, KTRS will provide o monthly supplement
to assist the retiree and thair dependents in purchasing
their health insurance. Retirees 65 cnd over will remain
in the plon administered by KIRS. These retirees will also
receive o supplement towards the cost of their coverage.

The System realizes that these means alone will not solve the
medical insuronce funding crisis. ARdditional steps must be taken
through tegislation on both the state and national levels in order
for true cost control to result. Meanwhile, KTRS will address the
problem by taking measures to contain costs ond by increosing
revenues to the insurance fund, adjusting coverage to meet
existing revenues, or a combination of the two,

ProressiONAL Services

Professional consultants are appointed by the Beard of
Trustees to perform professional services that are essential to
the effective and efficient cperation of the KTRS. A certification

from the certified public accountant and acuany are endosed in

this report. Al of the consultants appointed by the Board are

listed on page eight (8) of this report.

Oua Gaanmupe

Mrs. Betturuth Bruington of Brondenburg, Kentucky retired from
the Board of Trustees effective June 30, 1996, Herservice begon
December 21, 1992 when she was appointedto fill anunexpired
term and was eleced to the Board on July 1, 1993 Mrs.
Bruington served os a member of the Legislative Committee. She
wos a most dedicated member of the Board of Trustees ond will
be missed by the Board and stoff of the System.

We welkome Mr. Arthur Green of €lkton, Hentucky who wos
appointed to the Board of Trusteas on September 16, 1996.

NationAL RecOGNITION

GFOR CenmiricAate OF AcHievemenT

The Government Finance Officers Assodiation of the United
States ond Conada (GFOR) aworded a Certificate of Achievement
for Excellence in Financial Reperting to the Teachers' Retirement
Sustem of the State of Kentucky for its comprehensive: onnual
financial report {CAFR) for the: fiscal yeor ended June 30, 1995.
The Certificate of Achievemant is o prestigious national oward
recognizing conformance with the highest standards for preporation
of state and local government finoncial reports.

In order to be awarded o Certificate of Achievement, a
government unit must publish an caosily readable ond
afficiently organized comprehensive annual financial
report, whose contents conform to progrom standords.
Such CAFR must saotisfy both generally occepted
accounting principles and applicable legai
requirements.

A Certificate of Rchievement is wvalid for a period of one
year only. The KTARS has received the Certificate of Achievement
for the last eight consecutive years (fiscal years ended 1988-
1905). We believe our current report continues to conform to the
Certificote of Rchievement progrom requirements, and we are
submitting it to GFORA.

HIRS FISCAL YEAR ENDED JUNE 30, 1996 5
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ACKNOWLEDGMENTS

The preporation of this report reflects the combined
efforts of the KIRS staff under the leadership of the Board
of Trustees. It is intended to provide complete and
relioble information. This information serves os a basis for
making management decisions ond for determining
complionce with legal provisions. It is olso used to
determine responsible stewardship for the assels
contributed by the members and their employers.

This report is beaing moiled to oll employer members of the
Systemn who, form the link between HIRS ond its members.
Their cooperction continues to contribute significantly to
the success of KIRS., Hopefully, the employers ond their
employees will find this report both informative and
heleful.

KIRS is totolly committed to the continued operation of
on actuarially sound retirement system.  The support that
you have demonstrated in the post is on essential port of
this commitment, ond we look forward to continuing this
good relationship in the future.

Respectfully Submitted,

CL Lk

Pat N. Miller
Execulive Secretory
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GFOR CentiFicAaTe OF ACHIEVEMENT

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, 1995

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.

o ol oot

Executive Director
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Board of Trustees

Teachers' Retirement System
of the State of Hentucky

Fronkfort, Kentucky 40601

fndependent Auditor's Report

We hove audited the accompanying balonce sheels of the Teachers' Retirement Sustem of the State of
Hentudky, a compenent unit of the Commonuwezolth of Kentucky, as of Jung 30, 1996 and 1995 and the reloted
statements of revenues, expenses, ond changes in fund baiances, ond cash flows for the years then ended.
Thase component unit financiol stotements are the responsibility of the Teachers” Retirement System's
monagement. Qur responsibility is to express on opinicn on these financial statements based on our audit,

We conducted our audit in accordance with generally accepted auditing stondords ond Government Ruditing
Standards, issued by the Comptroller Generol of the United States. Those stondards require that we plon and
perform the audit to obtoin reascnable assurance about uihether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidance supporting the amounts and disclosures
in the finondial statemants. An audit also includes ossessing the accounting principles used and significant
estimates made by management, os well os evalucting the overall finoncial statement presentation. e
believe that our audit provides o reasonable basis for our opinion.

In our opinion, the financial statements refered to above present fairly, in oll material respeds, the fnonciol
position of the Teachers’ Retirement System of the State of Kentudky, @ component unit of the Commonuwealth
of Kentucky, at June 30, 1994 and 1995, and the results of its operations, chonges in fund balonces and its
cash flows for the years then ended in confarmity with generally accepted accounting principles.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The financial section schedules listed in the toble of contents are presentad for the purpose of additional
cnalysis and are not a required part of the bosic finondal statements. These schedules are the responsibility
of the System's monagement. Such schedules os of and for the vears ended June 30, 1996 and 1995 hove
been subjected to the auditing procedures opplied in our audit of the bosic financial statements ond., in our
opinion, are fairly stated in ail material respects when considered in relation Lo the basic finandial stotements

taken os a whole.

Bostsar T’ Pitshedl 6.

Charles T. Mitchell Co.
October 2, 1986
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BawaNce SHeets
: ] June 30, 1996 anp June 30, 1995

i

A

|

R

in 1995)
Bends ond Mortgages (Morket Value $3,971,458.078 in 1696 ond
$3,351,611,571 in 1995)
Common Stock { Market Volue $3,815,999,663 in 1996 ond $2,919,401,117 in
1995)
Real Estote (Market Value $148,488,498 in 1996 and $103,513,643 in
1995)
Toto! Investments

fixed Assels [Net of Accumulated Depreciation of $919,950 in 1996 ond $789,754 in

1995 (See Note 2))
Total Assets

: l Uneiumes AND FunD Batance

Liobilities

Disbursements in €xcess of Cash Balonce
Accounts Payable
Treosurer's Unredeemed Chedks
Insurance Cloims Poyable
Compensated Absences Poyable
Uneamned Insuronce Premium Receipts
Copitol Assets Payaoble

Total Liabilities

fund Balonce

Member Reserve

Employer Reserve

Benefit Reserve

Medical Insurarce Reserve
403(b) Program Reserve
Unallocated Reserve
Administrative. €xpense Resene
Copital Construction Reserve

Total Fund Balonce

Totel Liabilities ond Fund Balance

' ’ The accompanying notes are on integrol part of these financial statements.

Y Assers Yerr ENDED
{ June 30, 1995
, Cash (See Note 9) % 280,087
i Prepaid €xpenses 314,404
!
Receivables
, Contributions 21,648,351
‘ Stote of Kentucky 19,796,449
. Investment Income 53,584,756
Other Receivables 039 124
: l Total Receivables $ 88,191,680
: Investments, ot Cost {See Note 2)
Shert Term Investments (Morket Value $632,0600,000 in 1996 ond $514,2592,600
% 513,829 247

3,934,055,679
2,307,975,664

103,896,307

6,159,756,897

2,953,824

6,251,496,892

2,028,112
697.149
2,836
12,525,669
395,117
32,05}
201,330

15,817,827

1,691,718372
1,745,511.046
354,414,041
35,062,261
21,406,264
£,384,881,505
9,660,270
95,306

6,935,679,065

6,251,496,892

KTAS FISCAL YEAR ENDED JUNE 30, 1996
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STATEMENTS OF ReveNues, €xpenses
Yeanrs €npep June 30,

Reseaves
Memgen EmpLoveR Benerir MepicaL InsuraNce
Orcanting  Revenves
Member Contributions 172976974 % 541,980 % $ 97,066,618
Employer Contributions 178.881.418 94,099,122
Investment Income
Total Opercting Revanues 172,976,974 179,495,308 592,065,940
OreanTiNg  EXpeNses
Beznefits 388,681,135
Refunds 7,676,004 9,386
Insurance Expenses ‘ 61,607,051
Administrative €xpenses
Total Cperating ¢xpanses 7,676,004 2,380 388,681,135 61,607,051
Net Operating Income (Expense) 165,300,970 179,421,019 (388,681,135) (2,541,111
Resenve TRANSFERS
Retirement by Members (98,790,830) (102,599,466) 201,313,296
Reimbursements 205,009,185
Members Who Left System (8,324,218) (1,014.,005) (1.013)
Interest Allocations 47,589,255 49 097,651 12,546,091 1,783,040
Administrative: xpenses
Other Recdossifications (481,330) 118,967 (58.552)
Totol Reserve Transfers {51,682,905) (61,630,066) 437,816,015 1,782,097
Net Fund Balonce Additions (Reductions) 113,618,065 117,790,946 49,154,880 (7.759.084;
Beginning Fund Balance 1.691,718,372 1,745,511,046 354,414,04) 35,062,261
€nding Fund Balence $ 1.805,336,437 % 1.863301.992 % 403548991 $ 97,303,177

The accomoonying noles ore an infegrol
part of these financiol statements.
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AND CHANGeS IN FUND BAlANCeS

1996 anp June 30, 1995

RoMmiNISTRATIVE Canital 1994-95
403(b) Procram UnaLLocaTeD Expense CONSTRUCTION Torat
$ 1,304,713 % $ $ $ 194,999,604
103,930,922 908,396,599
775,807,295 411,108,468
1,504,713 879,058,217 Q03,798,154
79412 348,560,240
739,641 8,598,796
58,817,338
3,138,952 3,575,187 94,819 6,075,956
819,053 3,138,059 3,575,187 94,619 491,988,333
485,660 875,899,265 (3.575,187) (94,819 487,809,821
66,754 (225,075,939
9,336,236
1,610,337 {112,696,574)
(3.371,316) 5,371,316
{G06) - 396,899 5,486 09513
1,676,185 (331,407,571 3,576,809 09,513
9,161,845 544,491 694 (198,285) (95500) 819214655 481,809,821
91,406,964 9,384,881,505 9,660,270 05306 6935679065 5753869944
% 93568109 % 9099373199 % 2,461,885 $ 0 $6,935,679,065
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StATeMenTs OF CAsH FLows
Yeans €npep June 30, 1996 anD 1995

Cash Flows from Operating Activities

Net Operoting Income
Adjustments to Reconcile Net Cperating Income to Net Cosh
Provided by Operating Activities

Net Investment Income

Depreciation

Amortization

Goin on Sale of investments

(Increase) Decrease in Prepaid €xpenses

(Increase) Decrense in Accounts Receivable

Increose (Deaeose) in Disbursements in €xcess of Cosh
Increase (Decrease) in Accounts Payable

Increase (Decreose) in Unredeemed (hedks

Increase (Dexrease) in Insurance Claims Payable
Increose (Decrease) in Compensated Rbsences Poyable
Increase (Decrease) in Unearned Insurance Premiums
Increase (Decveose) in Copital Bssets Poyable

Total Adjustmeants

Net Cosh Used for Operating Activities

Cosh Flows from Copital Activities:

Payments for Capital Acquisitions

Net Cash Used for Copital Activities

Cash Flows from Invasting Activities:

Proceeds from Sale of Investments
Payments for Investments
Other Investment Income

Net Cash Provided by Investing Activities

Net Cash Increose (Decrease) for the Year

Cash at Beginning of Year

Cosh at €énd of Yeaor

The accompanying notes are on integral part of these finoncial statements.,

Year €nped
June 30, 1995

$

481,809 821

(411,108,468)
114,886
(3.995,989)
(88,084.607)
(61.838)
6,959,798
(4,198,703)
34,806
(11,720)
1,733,048
908,767
4,083
001,330

(497.614,587)

(15,804,765)

{281.719)

(£81,719)

33,576,220,973
(33,971,134,334)
411,108,468

16,195,107

108,622

171,465

280,087
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Notes TO FINANCIAL STATEMENTS
Years €npep June 30, 1996 anp 1995

Note 1: DescarnioN of PN

The Teachers' Retirernent Systemn of the State of Hentudky (KTRS) was aeated by the 1938 General Assembly, KRS is governed
by Chapter 161 Section 220 through Chapter 161 Section 990 of the Kentucky Revised Stotutes (KAS).

1. Beporting €ntity: KIRS is a cost-sharing multiple-employer defined benefit plan established ond administered by the
Commonuiealth of Kentudky to provide benefit pension plan coverage for local school districts ond other public educational
ogencizs within the state. The System is o component unit of the Commonwealth of Hentucky and is included in the
Commonuwealth of Kentucky's financial statements os o pension trust fund. HIRS is considered o companent unit of the
Commonwealth of Kentucky for the reasons of finandial interdependency, obility to significontly influence operations, and
accountobility for fiscal motters.

2. €mployers: Chopter 161 Section 220 of the Hentucky Revised Stotutes stipulates who moy become o member of the Teachers'
Retiremant System. Generally, eligible persons are employed by local boards of education, the state Deportment of Education,
some state universities, and some nonstate-supported organizations. The following illustrates the participating employers at
June 30, 1996 and June 30, 1995,

Stote Universities:
-Deparirent of &dication/Other: Orgonizotions =

The covered payroll of all participating employers totaled $1,877,900,000 for the yeor ended June 30, 1996 ond
$1.819,778.000 for the yeor ended June 30, 1995,

3. Participants: According to KRS 161.220 7, .Any requlor or spedal teacher, or professional employee occupying a position
requiring certification by the state department of education or graduation from a four (4) yeor college or university..." is eligible
to porticipate in the System. The following illustrates the porticiponts at June 30, 1996 and June 30, 1995.

‘Retiress tind benefidark
. Lotol School Districts -
SUniversities: w0
Deporttment of Education/Cther Organization

-7 SUnivers cutrently recaiving benefits:
S Lodol Scncol Districts
Univ o
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Nore 1: Descaipion of PuaN (cONTINUED)

4, Benefit Provisions: Employees ara entitled to an annual retirement benefit, pagable monthly for life, if they either attain the
age of fifty-five {55) and complete five (5) years of Hentucky service or complete twenty-seven (27) years of Kentucky service.
Non-university employees receive monthly payments aqual to twe (2) percent (service prior to January 1, 1984) and two ond
one half {2.5) percent (service aofter Jonuary 1, 1984) of their final cverage salariss for each yeor of credited service. University
employees receive monthly benefits equal to twe (2) percent of their final average salany for each year of credited sevice, The
final average salory is the average of the employes's five (5) highest anaual salaries. €mployees with less than twenty-seven
(27) yeors of senvice may retire and receive reduced retirement bengfits. Members' retirement benefits become vested when
they complete five (5) years of cedited service.

5. Contributions: Membars are required to contribute 9.855% of their salaries to the System. University membears are required
to contribute 8.375% of their salaries, KRS 161.580 allows each university to reduce the contribution of its members by 2.215%,;
therefore, university members contribute 6,16% of their solany to KTRS,

The Commonuwealth of Hentucky is required to contribute 13.105% of salaries for its non-university membears and 13.84% of
salaries for university members,

The member and emploper contributions consist of pension contributions and post-retirement contributions. The post-retirement
contribution {.75%) finances KIRS's retiree medical insurance progrom.

If an employes leaves covered employment before accumulating five (5) years of credited service, accumuloted employee
contributions plus interest are refunded to the employes upon his request.

Note 2: Summary oF SIGNIFIKANT AccOUNTING Poucies
A. Basis of Accounting: The finandia! statements are prepared on the accrual bosis of accounting.
B. Cash: HIRS has two cosh accounts. At June 30, 1996 the pension cosh account tataled $1,272,337 and the administrotive

expenses cosh account was $173,634. Therefore, the total camying value of cosh was $1,445,971 and the correspending bank
balonce wos $7,725,064. The difference is due primarily to outstanding chedis ond items not yet processed by the bonk.
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Note 2: Summary Of SIGNIFICANT ACCOUNTING Poucies (CONTINUED)

C

Investments: Investments in United States Government obligations, corporate bonds, and cther fixed income investments ore
reported ot omortized cost subject to adjustment for market declines judged to be other thon temporary. Investments in stocks,
repurchose agreements, and real estate are reported ot cost subject to adjustment for market declines judged to be other thon
temporory. Gains and losses on sales and exchanges of investments are recognized on the transaction dotes. Discounts on
zero-coupon bonds and notes are amortized using the effective interest rate method. Premiums and discounts for all other bonds

.and notes are omortized using the straight-line method. Any unamortized premium or discount is recognized at the time of sale

for bonds or notes sold prior to maturity.

The following represents the book values of the investments of the Kentucky Teachers' Retirement Spst@m at Jung 30, 1996
ond June 30, 1995.

6.395.5]"
17.540,814.

"915,597,69

539 §84 6‘?4 _

The System operates a securities lending progrom. For a fes the System lends U.S. Government bonds through o domestic
money center bank. In return, the System receives cosh and similar US, Government bonds that serve os collateral. The
exchonges of securities are temporary, and the market value of collateral as of Jupe 30, 1996 wos $516,551,020 which exceeds
the market value of the looned bonds plus acaued interest.
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Note 2: SumvAry OF SIGNIFICANT ACCOUNTING Poucies (CONTINUED)

OnJune 30, 1996 and June 30, 1995, the following values of U.5. Government 8onds were on loan. They are included omong
the investments and cssets of the System.

. Seaunmes LoAne.

$504.833,130°

. Book Volue 14.833,13 $870.615973
495,141,998 892.675.98

| MorketVolve

Fixed Assets: Included in this clossification are furniture, equipment, ond improvements {book volue $493,174) the KTRS office
building (book value $1,876,423) and land ($451,296). These items are reported on the balonce sheet at historical cost, net
of accumuloted deprediation. These assels ore deprediated on o straight-line basis, Furniture, fixtures and equipment are
depreciated over on average useful life of five to ten yeors using ten parcent of cost os the salvage volue. The KIRS office
building is depreciated over a useful fife of forty years.

Note 3: DescaiptioN ©of FuNDS

MEMBER RESERVE: This fund wras established by KRS 161,490 os the Teachar Savings Fund and consists of contributions paid
by university and non-university members. The fund also includes interest cuthorized by the Board of Trustees from Unallocated
Reserves. The accumulated contributions of members that are returned upoen withdrawael or paid to the estate or designated
beneficiany in the event of deoth are paid from this fund. Upon retirement, the member's contributions ond the malching stote
contributions are transferred from this fund to Benefit Reserves, the fund from which retirement benefits are paid,

EMPLOYER RESEAVE:  This fund wos established by KRS 161.420 os the State Rccumulation Fund and receives stote
appropriations to the Retirement Systam. The stote contributes on omount equal to members’ contributions.  Rctual state
oppropriations for the fiscol year 1995-06 were bosed on estimates of members' solories. For the fiscal year ended Jung 30,
1996, actual appropriations were under the required appropriations by $2,025,495,

BENEFIT RESERVE: This fund wos established by MRS 161.420 as the Allowonce Reserve Fund, the source for retirement, disability,
and survivor benefits poid to members of the System. These benefits are poid from the retired members’ contributions until they
are exhousted, at which time state matching contributions are used to pay the benefits. After on individual member's contributions
and the state matching contributions have been exhausted, retirement benefits are paid from menies transferred from Unallocated
Reserves. Also, death benefits of $2,000 for active members and $2,800 for retired members are paid from this fund.

UNRLLOCATED RESERVE: This fund waos established by KRS 161.420 os the Guarontee fund to collect income from investments,
state matching contributicens of members withdrown from the System, and stote matching contributicns for cost of living adjustments
(COWAS), the amortization of the unfunded liability, atc. In addition, it receives money for which disposition is not otherwise
provided. This fund provides interest to the other funds, benefits in excess of both members” and state matching contributions,
monies for administrative expenses of the System, and defidencies not covered by the other funds,

403(b) PROGRAM RESERVE; This fund wios established os the Voluntony Contribution Fund, operating under the rules ond
requlations of Section 403(b) of the Internal Revenue Code. The primary purpose of the program is to enable members to defer
payment of toxes on incomes until ofter retirement. KRS 161.705 allows members to voluntorily contribute port of their annuai
compensation to separate member accounts. Upon retirement, these accounts may be used to inaeose monthly benefits, or they
may be refunded to the members. fctive voluntany accounts eam interest ot rates approved by the Board of Trustees,

MEDICAL INSURRNCE RESERVE: This fund was established by KRS 161.490 os the Medical Insurence Fund. ltconsists of members'
centributions and state matching contributions and provides health insurance premiums feor retired membiers ond eligible spouses
ond dependents. At June 30, 1996, the fund's balonce wos $27.3035,177.
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Note 3: DescairTioN OF FUNDS (CONTINUED)

: ] ADMINISTRATIVE €XPENSE RESERVE: This fund was established by KRS 161.420 os the Cxpense Fund. Monies transferred to
) this fund from Unallocated Reserves are used to pay the administrative expenses of the System. The Board of Trustees annually
! } adopts o budgetthat, according to KRS 161.420(1), cannet be greater than four percent (4%) of income ecrmed frem investments,

CAPITAL CONSTRUCTICN RESCRVE: This fund waos established to pay for expenses incurred to acquire a new computer system
and repove the parking lot.

Nore 4: RAcuariawy Dereamined ContaisuTIONs Required AND CONTAIBUTIONS Mabe

] The funding policy of KTRS is to provide for periodic employer pension contributions at actucrially determined rates that, expressed
: os percentage of annual covered poyroll, are designed te accumulate sufficient assets to pay the pension benefits when due.
A level percentage of payroll employer pension contribution rates ore determined using the projected unit credit actuariol cost
' l method. Unfunded actuarial accrued liabilities ore being omortized as a level percent of payroll over a period not to exceed 30
years.

: Significant actuariol assumptions used to compute pension contribution requirements ore the same as those used to calculate the
} pension benafit obligation shown in Note 6, except that BRS 161.400(2) requires that the system's assets be volued ot modified

market volue instead of cost.  Using this assumption, the Unfunded Pension Benefit Obligation ot June 30, 1990 was
$1.553.877,562.

. g R comparison batween actuorially established ond actual member and employer pension contribution rates for the fiscal yeor
ended June 30, 1996 is as lolicws:
Pension  CONTRIBUTIONS PensioN CONTRIBUTIONS
Requiren Maoe
University Non-Unlversity % of
Nen- Members % of Members Current
University University Amount  Current Covered Amount Covered
Members Members (000's) Payroll {000's) Payroll
Member 5.41% 9.105% $ 7033 541% $ 159,874 9105%
Employer 13.09 19.355 18,468 13.09 216,941 192.355
Total 18.50% 21.460% $ 26,101 18.50% $ 376,815 21.460%
Normal Cost 12.76 16.86 18,003 19.76 206,044 16.86
Unfunded Cost 5.74 4.60 8,098 5.74 80,771 4.60

18.50% 21.46% $ 26,101 18.50% $ 376,815 21.46%

The employer contributions for the 1995-96 fiscal year were under the required actuarial contributions by $13.32 million, Of this
amount $2,025,495 represents the cuirent year deficit resulting primarily due to actual employer sick leave payments exceeding p
the estimated budgat cmounts. The remaining $11.3 million represents the 1994 legislative permanent dearease in funding of \/
COLAs gronted in 1986-88, 1990-92 & 19%2-94 bienniums.

In addition to the above employer ond member pension centributions, the member and employer made contributions for post-
retirement medical insurance benefits. The actuarial cost of ad hoc retires cost-of-living adjustments granted by the General
Fssembly is funded over o fifteen year period ond is also included as o sugpplemental appropriation,
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Note B: Comeensated Accaued Assences

Expenses for accumulated vacation and compensatory time earned by the System's employees are recorded when earned. KIRS
maintains records that document the cost of annual, sick, and compensatony leave eamed by its employees. Annual leove is
accumulated ot omounts ranging from 7.5 to 13. 13 hours per month (determined i length of service) with moximum accumulations
ranging from 30 to 60 days. Compensatory lecve is granted to authorized employees on an hour-for-hour basis. Generolly, since
sick leove (earned one day per month with unlimited accumulation) is paid only when an employes is absent due to iliness, injury,
or death in the fomily, there wos no liability for sick leove at June 30, 1996, For retiring employeeas whe quolify, their accumulated
sick lzave balonces (expressed in months) are added to their service credit for the purpose of determining their annual retiremeant
allowonces. The accumulated vacaticon ond compensatory lecve payable os of June 30, 1996 follows:

1995-1906

Note 6: Funping Status o KTRS

The amount shown below os “pension benefit obligation” is a standordized disclosure measure of the present value of pension
benefits, adjusted for the effects of projected salory increoses, estimoted to be payable in the future as a result of employeze
senvice to date. The meosure is the actuarial present value cf credited projedied benefits and is intended to help users assess
KIRS funding status on o going-concern basis, ossess progress made in accumulating sufficient ossets to pay benefits when due,
ond make comporisons among public employee retirement systems, This is the required disclosure meosure os prescibed by
Governmental Accounting Stondards Board Statement 5. This measure is independent of the funding method used to determine
contributions to the system.

The pension benefit obligation presented herein is the actuarial updote prepared for the fiscal year ended June 30, 1996,
Significant actuarial ossumptions at June 30, 1996 include, {a) a rate of return on the investment of present ond future assets
of 8.0% compoundad cnnually, (b) projected salary increoses graduated by age frem 4.50% 1o 8.60% per year compounded
annyally with an inflotion component of 4.5%, (c) life expectancies before and ofter retiremant boased on the 1982 George B,
Buck Teacher's Mortality Table set forward one year, and (d) onnual post-retirement cost of living increases of 1.5%.

At June 30, 19946 and 1995, the unfunded pansion benefit obligation was $9,177,016,000 and $2,033,523,000 as follows:
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Note 6: Funome Status of KTAS (conTinuep)

Effects of Current Year Changes in Actuarial Rssumptions and Benefit Provisions: Sedtion 161.400 of the low goveming the
operation of the Teachers’ Retirement of the State of Kentucky provides that at leost once in each two year period the actuary
shall make an actuoriol valuation of the System. €ach valuation is affected by changes in actuarial assumptions ond benefit
provisions since the preceding valuction. The nature of changes in actuariol assumptions ond benafit provisions, including tha
dollor effect on the Systems’ pension benefit abligation at June 30, 1996 follows:

Actuatial Assumptions: No chonges.

Benefit Provisions: No changes.
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Note 7: Derosms WimH FINSNCAL INSTITUTIONS AND INvesTMeNTS (INCLUDING RepuncHAse AGREEMENTS)

The following disclosures are meant to help the users of KTRS's financial statements assess the risks KTRS tokes in invasting public
funds. The Board of Trustees ond the Investment Lommittee are guided by asset allocation parometers that the Board opproves
through its powers defined in KRS 161.430. The parometers as outlined in Title 102, Chapter 1.175, Section 2 of the Kentudky
RAdministrative Regulations are as follows:

There shall be no limit on the amount of investments owned by the System that are quoranteed by the U.S. Government.

Not more thon thirty-five percent (35%) of the ossats of the System at book value shall be invested in corporate debt
obligations.

Not more than forty-five percent (45%) of the assets of the System at book value shall be invested in common stocks or
preferred stocks. Not more thon twenty-five percent (25%) of the assets of the System ot bock velue sholl be invested in
a stock portfolio designed to replicote a generol, United States stock index,

Not more than ten percent (10%) of the assets of the System at book value shall be invested inreol estate. This weuld include
real estate equity, recl estate lecse agreements, mertgages on recl estate that are not guaronteed by the U.S. Govermment,
ond shores in recl estote investmeant trusts.

Not more than one percent (1 %) of the assets of the System ot book value shall be invested in venture capital investments,
providing at least seventy-five percent (75%) of such investments must be in-state.,

Not more than ten percent (10%) of the assets of the System at book value shal be invested in ony additional cateqgory or
categories of investments. The Board of Trustees shall approve by resolution such additional category or cotegories of
investments.

The KTRS bank balonce consists of cash totaling $7,725,064 which is fully insured or collateratized with securities by KTRS or its
agent in the entities nome.

The chort on the following poge cateqarizes KIRS's investments, which gives an indication of the level of risk assumed by KTRS
at June 30, 1996, Category | includes investments that are insured or registered or for which the securities are held by KTRS's
custodial agant in KTAS's nome. Category 2 includes uninsured ond unregistered investments for which the securities are held
by the counterparty’s trust department or agent, in KTRS's name. Category 3 incudes uninsured and unreqgistered investmants
for which the securities are hald by the counterparty or by its trust department or agent, but not in KTRS's name. KTARS does not
have any Category 2 or Category 3 investments.

Included in Category 1 are individual repurchase agreements which ore ordered by KIRS under the terms of moster repurchase
agreements with various quolified brokers.  The terms of these master cgreements are dictated by KTRS. The repurchose
agreements and their supporting collateral are held by the custadiol agent’s correspondent bank in on account identified by the
custodion’s nome and KIRS's nominee nama. This account is unique to KIRS. The moster repurchase ogreements require thot
the supporting collateral have ¢ market value of at least 100% of the value of the repurchase agreements. Also, listed omaong
the Other Governmant Guoranteed fixed Income Investments are mortgages which ore gither securitized or unsecuritized, but all
ore insured through varicus Federal or State Agencies (FHA, GNMA, VA).
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Note 7: Deposits Wit FinaNaAL INsTITUTIONS AND INvesTmenTs (INcwpiNG Repurchase AGReements) (Conminuep)

. i ChTesOoRy

' 1 2 3 CRRAYING Manker Vawe
} AmounT
Repurchase Agreements $ 639,000,000 % $ $ 632,000,000 $ 632,000,000
U.S. Govemnment Securities 9,484,354,786 494,554 786 2,433,741.183
! State and Local Government Issues 1,205,000 1,205,000 1,266,973
; Corporate Bonds 728,203,957 798,203,957 795,889,057
Common Stocks 9,935,815,940 9,935,815 040 3,815,999.663
. $6,721,579.663 % $ $6,721,579,663 $7,608,896,856
. l Other Government Guarontaed
Fixed Income Investments ond Real Estote $ 956,934,869 $ 950,049,383

] Total Investments $6,977.814,539 $7,867,876,239

Note 8: PosTeMPLOYMENT Benerits IN ADDIMON TO PeNSION BeNerits

. ! In addition to the pension benefits descrived in Note 1{4), KTRS provides postretirement health core benefits in accordonce with

Kentucky Revised Statute 161.675. To bz eligible for medical benefits, the member must have retired either for service crdisability,
ottoined age 55 with 5 years of Kentucky service or had 27 years Hentudky service. €ligible dependents include unmarried
dependent children under the age of 19 ond spouses,

As of June 30, 1996, KTRS insurance covered 21,299 retirees and 7,205 dependents. KTRS insurance coverage pays claims for
retirees and eligible depandents up to age 65. For members 65 and over, KTRS coverage is based on the assumption that each
individual eligible for oll ar part of Medicare coverage has enrolled and qualified for such coverage. KTRS does not reimburse
for expenses that would have been covered by Medicare.

The KTRS health care insuronce plan reimburses 80 percent (80%) of the amount of covered daims for medical, dentol and
nospitalization costs incurred by pre-Medicore retirees and their dependents with certain exceptions ogplying. The covered claims
submitted by Medicore eligible retirees and their dependents are also reimbursed 80% but only after medical expenses covered

under Medicare are deduded.

The postretirement heolth care provided by KTRS is financed on o pay-os-you-go basis. In arder to fund the postretirement health
care benefits, one and five-tenths percent (1.5%) of the gross annual poyroll of oll active memters is contributed. One-half ()
of this amount is derived from member contributions and one-holf (&) from state appropriation. Also, effedive September 1, 1992,
retirees pay from 10-19% of the single premium cost and spouses pay from 45-100% of the cost. Pricrity is given to members
with 20 or more years of sevice and members age 65 oralder. Any amcunts not required to meet current costs shall be maintained
os a reserve for future health core benefits. As of Jung 30, 1996, KTRS had $27,303,177 of net assets avoilable for future health

core benefits,

' During the 1995-96 fiscal year, KTRS exgensed $58,104,837 for postretirement health care benefits ond $3,501,219 to
] administrators of the insuronce plans. This represents a $2,789,546 increase in health care expenses over the previous fiscal
Year.
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Note 8: Postemplovment BeNerms IN Abpmon 10 Pension Benerrrs (Conminued)

Effective July 1, 1991 KTRS became self-insured ossuming all liability for post-retirement health care costs. KTARS now recognizes
estimates of liabilities for incurred (both reported and unreported) but unpaid cloims using the development method. This method
uses past observed potterns of time betweesn claim incurral and payment to estimate incurred claims from available paid caim
information. The following schedule shows the changs in the deims and liability and the cleims activity for the year ended June
30, 1996,

ity

nding Unpaid. Claims Liabi
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Financial Secrion

ReQUIRED SuppLEMENTARY INFORMATION

: Anawsis of FUNDING PROGReSS
’ (IN MILUONS OF DOLULARS)
! M (2) (3) Cy (5 (6)
. j Unrunpen Unrunpep Pension
Ner Assers PensioN Benerim QBLUGRTION
- AvnitAsLe PeNstoN PerceNTAGE Benenr ANNUAL fAs A PercenTnce
‘ Fiscal foR Benerns Benerit Funpep OsucaATON CovereD of Coverep Pavaou
‘ Yean (AT cosT) OsUGATION (1)+(2) @)-(1) Pavaou (4)+(5)
l 1687 $ 2,569.3% $3,799.3 67.4 % $ 1.237.0 $1,101.7 112.3 %
1088 29157 4.9287.3 68.0 1.371.6 1,212.6 1131
1989 3,956.7 4,680.8 69.6 1,494 1 1,261 .4 1129
1990 3,660.9 507921 : 799 1.411.9 1,340.3 105.3
l 1991 41351 57160 79.3 1,580.9 1,5992.5 103.8
1909 4,650.6 6,319.0 73.6 1.668.4 1.669.9 1G0.0
. 1993 5,155.6 6,852.7 75.9 1,697.1 1,666.9 100.0
: ] 1004 5,688.1 7521.9 75.6 1,833.8 1,748.1 104.9
i 19G5 6,176.5 8.210.0 752 90335 1,819.8 111.7
1996 7.001.6 9.178.6 76.3 2177.0 1,877.9 1159

Analysis of the dollar omounts of net assets available for benefits, pension benefit obligation, and unfunded pension benefit
obligation in isolation con be misleading. £xpressing the net assets avaoilable for benefits as a percentoge of the pension benefit
obligetion provides ane indication of KTRS's funding stotus on a going-concern basis. Analysis of this percentcge over time
indicates Wwhether the system is becoming finandially stronger or weaker. Generally, the greater this percentage, the stronger
the retirement system. Trends in unfunded pension benefit obligation ond annual covered payroll are both offected by inflation,
Expressing the unfunded pensicn benefit obligation as a percentage of annual covered payrell approximatehy adjusts for the
effects of inflation and aids onalysis of KTRS's progress made in accumulating sufficient assets to pay benefits when due,
Generally, the smaller this percentage, the stronger the retirement system.

fAs explained in Note 4, KRS 161.400(2) requires the system to colculate the Net Assets Available for Benefits using a different
method from that used to determine the PBO for GRSB 5 purposes. Using this method, the schedule above reads os foltows:

) (2) (3) @) (5) (6)
Ner Assers UnrunDep Unrunpep  PensioN
Avallrete PensIoN Benerir OBUGATION
FOR Beners PeNsiON PenrcentAce BeNertt AnnuaL RS A PerceNTAGE
Fiscal a5 e BenerT Funpep QsuGATIoN Coveren of Coverep Pavaow
Yean HAS 161.400(2) Osucation (+(2) (2)-(1) PavaoLL (@+(5)
191 t 4,959 $ 57160 745 % % 1,4569 $1,599.5 057 %
I 1909 4,808.7 6,312.0 76.1 1,510.3 1,669.2 205
: 1693 5,454.6 6,852.7 79.6 1,398.1 1,696.9 824
1994 6,C06.6 7,521.9 79.9 15153 1,748.1 86.7
; 1995 6,621.2 8,210.0 80.7 1,588.8 1,819.8 87.3
- l 1996 7.6247 Q.178.6 831 1,555.9 1,877.¢ 89.7
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Required SuPPLeMeNTARY INFORMATION

Revenues sy Souace aND Expenses BY Tvpe
(IN MILUONS OF DOLLARS)

Revenues sy Souace

€vplover  CONTRIBUTIONS

EmeLoven PeacenTace

Fiscat €MPLOVEE CONTAIBUTIONS AnnuaL Covenep of ANNUAL INvVESTMENT

Yenan CONTAIBUTIONS (Reouiren){(AcuaL) Pavaouw Coverep Prvrow Income ToTtat
1987 $107.8 $162.6 $1,101.7 14.8 % $ 966.1 $536.5
1988 119.0 186.8 1.212.6 154 o51.7 557.5
198G 130.0 $ 2095 1779 1.261.4 141 958.0 565.9
1620 135.0 218.4 192.1 1.340.3 14.3 3935 6504
1991 154.9 9539 946.8 1,592.5 162 3439 7442
1999 168.4 986.7 9754 1,669.9 16.5 3729 816.0
1693 178.9 Q091 £80.8 1,696.9 16.% 405.0 864.7
1964 185.6 300.8 98¢.5 1,748 16.6 449 6 o17.7
1995 104.3 309.7 908.4 1,819.8 16.4 411.1 903.8
1996 201.9 3184 307.1 1,877.9 16.4 775.8 1,984.8

The employea and employer contributions include pension and post-retirement contributions for medical insuronce. In addition,
the employer contributions include the stats appropriction for cost-of-living adjustments (COLA's). The employer contribution for
the 1995-96 fiscal year wos $11.3 million below acuarial requirements due to o shortage in funding the COLA's. (See Note 4.,)

Expenses sy Trpe

Fiscat INSURANCE RADMINISTRATIVE

Yean BenerTs Rerunps ExpeNsEs €xpenses Tor
1987 $157.5 $6.7 $1706 $94 $184.2
1988 1699 5.9 20.6 2.6 199.0
1989 188.2 7.0 949 09 9993
1990 206.8 7.4 998 3.1 2471
1991 995.7 6.8 36.5 3.8 Q728
1999 951.3 6.5 49.6 52 305.6
1693 2821 6.7 430 53 337.1
1904 311.2 6.7 519 56 3754
1965 348.6 8.5 58.8 o1 49290
1996 3887 8.4 61.6 6.8 4655
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SurroRTING ScHeDULES

Tvre OF INveSTMENT

SUMMARY OF
Year €NDeD

(BeainninG OF Yenn)

BooK Vauwe

Manrrker Vawe Puncknses

Fixed Income:

Government Bonds
Corporote Bonds

Total
Cquity:

Common Stocks
Real €state

Total
Short Term lnvestments:

Repurchase Agreements
Treasury Bills

Total

Grond Total

$ 2,565,768,343

P 92.671540.449 % 1,035,001.,405

668,287,336 680,071,122 371,151,261
3.934,055,679 3,351,611,571 1,406,152,666
22079756064 2,919,401,117 1.470217,112

103,896,307 103,513,643 48,197,441
2.411,871,97] 5,022,914,760 1.518,415,153

504,500,000 504,500,000 45,332,660,000

9,329,247 9,752,600
513,829,247 514,952,600 45,332,690,000

$ 6.159,756,897

b 6,888,778,931 $ 48,257,957.819
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SUPPORTING  ScHeDULES

INveSTMENTS
June 30, 1996

(€np oF Yenr)

——

SAlES AND % TotaL % Yiew At
AMOATIZATION ReDeMPTIONS BooK Vawe Masrer Vawe Maaker MRARKET
% 11,849,636 $  1,077.581,355 & 9,535.038,099 $ 9,545,569,041 39.35% 6.77%
(395,591) 210,839,069 798,203,957 795,889,057 G.93% 6.08%
11,454,045 1,388,490,494 3,963,241,566 3,971,458,078 41.58% 6.81%
849 377 436 9,935,815,940 3,815,999,663 48.50% 9.01%
5,337,199 146,756,696 148,488,498 1.89% 9.39%
847,714,558 3,089,5792,566 2,964,418,16) 50.39% 2.48%
45.905,190,000 632,000,000 639,000,000 8.03% 5.43%
&70,753 10,000,000
670,753 45,215,190,600 632,000,000 632,000,000 B.03% 5.43%
$ 19,124,798 $ 47.451,324982 % 6,977.814,539 4 7.867.876,939 100.00% 4.59%
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SupPPORTING ScHeDULES

SummAary ScHepule of CasH Recelrts AND DissURSEMENTS
Year €npep June 30, 1996

Cosh Balonce at Bzginning of Year $ 280,087
Add Receigts
Member Contributions % 192,610,993
Employer Contributions : 311,447,520
Interest ond Dividends 249,599,934
lnvestments Redeamed 47,872.005,634
Totol Cosh Receipts 48,795,594.083

Less Disbursements

Bznefit Payments £ 388,747.978
lnsuronce Premiums 61,246,620
Rdministrotive €xpenses 8,670,789
Refunds 8,418,031
€quiprment Purchosed 86,962
lnvestments Purchosed 48,957,957.819

Total Cash Disbursements 48,724 498,199

Cosh Balonce at €nd of Yeor 3 1,445,971
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SupPORTING ScHepuLes

Memeer Resenves
ScHepule OF Revenues, Expenses, AND CHANGeS IN FUND BAlANces
Yepns Enpep June 30, 1996 anp 1995

Year Enpep
Operating Revenues June 30, 1995
Member Contributions $ 161,962,909
Reinstated Accounts 584,896
Personal Check Centributions 4,665,268
Total Operoting Revenuas 167,213,003
Cperating Expenses
Refund of Member Contributions 6,648,011
Tetal Operating Expenses 6,648,011
Net Operating ncome 160,564,992
Reserve Tronsfers
Tronsfer from Benefit Reserves
Disability Recoveries 162,841
Transfer from Unallocated Reserves
Interest Credited to Member Rocounts 44,438,458
Bolonce Member Reserves and Employer Reservas 176
Transfer to Benefit Reserves
Retirements (95.286,471)
Transfer to Unallocated Reserves
Inactive Accounts (362,156)
Total Reserve Tronsfers {51,047.159)
Net Fund Bolonce Additions 109,517,840
Beginning Fund Baolance 1,582,200,532
&nding Fund Bolonce $ 1.691,718,37¢
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SUPPORTING ScHeDULES

EmPLover Resenves

ScHepule OF ReveNnues, Expenses, anD CHANGeS IN FUND Balances

Yenns Enped June 30, 1996 anp 1995

Operating Revenues

SAF Penalties

State Contributions - Matching

State Contributions - University Personnel
£mployer Poid Matching

employer Sick Leave Payments

Other Revenue

Total Operating Revenues
Operating €xpenses
Cther €xpensas
Net Operating Income
Beserve Tronsfers
Tronsfer from Unailocoted Reserves
Match Interest Credited to Member Accounts
Reinstated Accounts
Balonce Member Resernves ond Employer Reserves
Transfer from Benefit Raserves
Disability Recoveries
Tronsfer to Benefit Reserves
Retirements
Transfer to Unallocated Reserves

Refund of Member Contributions
Inadtive Accounts

Total Reserve Tronsfers
Net Fund Bolance Additions

Beqginning Fund Bolonce

€nding Fund Balonce

Yean ENDED
June 30, 1995

b 720,487
144,878,092
2,996,034
94,025,945
529,594

(50)

173,150,030

353

173,149,677

45,834,487
584,825

162,841
(98.353,605)

(7,307.892)
(349,728)

(59.429.072)

113,720,605

1.631,790,441

$ 1,74551%.046
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SUPPORTING SCHEDULES

l Benerim Resenves
ScHepute oF Revenues, €xpenses, AND CHANGES IN FUND Bauwances
Years €npep June 30, 1996 anp 1995

Yens ENDeD
June 30, 1995

Operating Revenuss

None

Operating €xpenses

Bznefits for Sarvice Retirements $ 391,763,254

Bznefits for Disability Retirements 17,328,949
Survivor Benefits 7,483,006
Death Banefits 1,898,670
Total Operating Expenses 348,473,872
Net Operating Income (Expanse) (348,473,872)
Reserve Tronsfers
Transfer from Member Reserves
Retirements Q5,286,471
Tronsfer from €mployer Reserves
oy Retirements 08,353,605
: I Transfer from Unollocated Reserves
Benefits paid in Cxcess of Member Contributions and Cmployer Matching 208,913,463
Interest of Fund Balance 11,115,636
, Transfer to Unollocated Reserves
Refund of Member Contributions (6OP,683)
Transfer to Member Raserves
Disability Recoveries (162,841)
! Transfer to E€mployer Reserves
Disability Recoveries (162,8413
Total Reserve Transfers 412,673,870
Net fund Balonce Rdditions 64,199,998
Bzqinning Fund Bolonce 260,214,043
Ending fund Bolonce $ 354,414,041
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SUPPORTING ScHeDULES

Mepical INsunaNce Reseaves

ScHepule oF Revenues, €xpenses, AND CHANGES IN FUND BALANCes
Yerns Enpep June 30, 1996 anp 1995

Yean ENDED
Operating Revenues June 30, 1995
Member Contributions % 13,875415
Insuronce Premiums Poid by Members 11,061,636
State Contributions - Matching 91,485,471
employer Poid Malching ©,389.944
Crher Revenues 126,508
Totol Operating Revenues 48,938,974
Cperating €xpenses
Comprehensive Mzdical Insuronce Premiums 55,105,178
Reimbursement of Cobra Payment 179,313
Insurance Processing Chorges 3,532,019
Cther €xpenses 828
Total Opearating €xpenses 58,817,338
Net Operating Income (Expense) (9.878.5064)
Reserve Tronsfers
Tronsfer from Unoilocoted Reserves
Interest on Fund Balonce 9,457,994
Baolonce Member Reserves and Employer Reserves 15
Tronsfer to Unollocated Reserves
Refund of Member Contributions (721}
Total Reserve Tronsfers 2,456,448
Net Fund Balonce Additions (Reductions) (7.421,916)
Beqinning Fund Balonce 49,484 1Y77
€nd fund Bolonce $ 35,062,201
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SUPPORTING SCHEDULES

403(b) Procram Reseaves

ScHepule oF Revenues, €xpenses, AND CHANGES IN FUND BALANCES
Yennrs €npep June 30, 1996 anp 1995

Yean €nDeD
June 30, 1995

Operating Revenues

Voluntary Contributions by Members $ 1,422,153
Operating Cxpenses
Benefit Increosed by Voluntory Contributions 17,135
Bznefit Continued ofter Voluntary Contributions Expired 75,233
Refund of Member Contributions 1,880,439
Total Operating Expensas 1,972,800
Net Operoting Income (Cxpense) {550,647)
Reserve Transfers
Tronsfer from Unollocated Reserves
Benefits Continued after Voluntory Contributions €xpired 75,933
Interest Credited to Member Rccounts 1,266,743
Tronsfer to Unollocated Reserves
Penolty on €orly Withdrawol of 403(b) Accounts (250)
Total Reserve Transfers 1,541,726
Net Fund Bolance Rdditions 791,079
20,615,185

Beginning Fund Balance

€nding Fund Balonce $ 21,406,264
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SuPPORTING ScHeDULES

Unruwocared Resenves
ScHepULe OF Revenues, €xpenses, AND CHANGES IN FUND BRLANCES
Yenns Enpep June 30, 1996 anp 1995

Yenr €Npep

Operoting Revenues June 30, 1995
Interest €orned on Investments b 941,827.838
Dividend Incomz 72,672,188
Rental Income 8,174,967
Gain on Sole of Investments 88,084,607
Lleased Sacurity Income 367,561
Maintenance Reserve - Rental Property (18.693)
State Contributions - Sick leave 14,094,789
Stote Contributions - Benefit Improvement 36,500,611
State Contributions - Supplementol Appropriation 44,935,945
State Conlributions - Handicopped Children 307,951
Employer Contributions - Supplemental Approgriotion 6,868,703
€scrow Lote Remittance Penalty 98,236

Teto! Operoting Revenues 513,073,994

Operating Expanses
Investment Counsel fees 9,502,213
fnvestmant Processing Fees 339,579

Total Operating €xpenses 2,841,792

Net Operating lncome 510,232,202

Beserve Transfers
Tronsfer from Vorious Funds

Refunds of Member Contributions 7,978,306
Inactive Recounts 711,884
Penalty on Corly Withdrowo! of 403(b) Accounts 250
Tronsfer to Vorious Funds
Benefits in Excess of Member Contributions and €mployzr Motching (208,988,696
Interest (105,112,548)
Bolonce Membar Reserves Employer Resenves (121)
Reinstoted Rccounts (584,825)
Administrotive Cxpense Allotment (B77.079)
Copital Construction (75,000)
Totol Reserve Transfars (309,247,899)

Net fund Balonce Additions 200,984,303

2,183,897.202

Beginning Fund Balonce

€nding Fund Bolonce

% 9,384,881,505
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AbmINISTRATIVE €xpPense [Resenves

ScHepule OF Revenues, €xpenses, AND CHANGeS IN FUND Balances
Yeans €npep June 30, 1996 ano 1995

Yean €EnDeD
June 30, 1995

Operating Revenues

None

Operating Cxpenses

Salories, Wages, and fringe Benefits $ 9,186,615

Cither Personnal Costs 6,603
Professional Contrads 206,051
Utilities ond Heating Fuels 21.836
Rentols 18,334
Mointenance ond Repairs 64,7920
Postage and Related Services 212,025
Printing 82,331
insurance 74,853
Miscellonzous Services 1,349
Telecommunications 17,467
Computer Services 17,660
Supplies 39,3593
Depreciation 114,886
Trovel 921,726
Dues and Subscripticns 16,449
Miscelloneous Commodities 6,440
furniture, Fixtures, and Equipment Not Capitolized 19,945
Compensoted Absences 28,767
Total Operating €xpanses 3,159,473
Net Operating Income (€xpense) (3.159.473)
Reserve Transfers
Transfer from Unallocated Reserves Alictment 3,177,079
Transfer to Copital Construction Fund (25,000)
Total Reserve Tronsfers 3,152,079
Net Fund Bolonce Additions {(Reductions) (7,394)
Bzqinning Fund Balonce 2,607,664
€nding Fund Bolance $ 2,660,270
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CaeimAl CONSTRUCTION  Resenrves

ScHepule OF Aevenues, €xpenses, AND CHANGES IN FUND BRLANCES
Yerrs €nped June 30, 1996 anp 1995

Yean €noeD
Operating Revenues June 30, 1995
None
Opearating €xpenses $ 74,694
Totol Cperating €xpsnses 74,694
Net Opzrating Income (€xpense) (74.694)
Reserve Tronsfers
Tronsfer from Unallocoted Reserves Copital Construction 75.000
Transfer to Unaliocated Reserves Unused Funds Upon
Completion £5,000
Total Reserve Transfers 100,000
Net Fund Balance Additions (Reductions) 95,306
Beginning Fund Bolance
€nding fund Bolonce % 95,306
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Acuary's Ceanricanion lerren

BUK
CONSULTANTS

200 Galleria Parkway, N.W.  Suite 1200
Attanta, Georgia 30339

Februany12, 1996

Board of Trustees

Teachers’ Retirement System of the
State of Hentucky

479 Varsailles Read

Frankfort, Kentucky 4060

Ladies and Gentlemen:

Section 161,400 of the law governing the operation of the Teachers' Retirement System of the State of Kentucky provides that
at lzost once in each two-yeor period the actuory sholl maoke an actuarial valuotion of the System. We have submitted the
results of the actucrial valuation prepared os of June 30, 1995. The valuation indicates that combined member and Stote
contributions at the rate of 18.50% of university members' salaries and 21.46% of non-university members' solories are
sufficient to support the benefits of the System. While not verifying the dato ot source, the actuary performed tests for
consistency and reasonability.

The financing objective of the System is that contribution rates will remoin relotively level over time as o percentage of payroll,
The promised benefits of the System are included in the actuarially colculated contribution rotes which are developed using
the unit credit actuorial cost method with projected benefits. Modified market volue of plonassets is used for actuarial voluation
purposes - the book value of assets is adiusted to reflect the average ratio of market value to book value during the five years
ending onthe valuation date. Gains andlosses arereflectad in the unfunded accrued liability that is being omortized byreqular
annuat centributions os a fevel percentage of payrell within a 30-yeor pericd, on the assumption that payroll will inaeose by
4.5% annually. The essumptions recommended by the actuany ond adopted by the Boord ore in the aggregalte reasonobly
reloted to the experience under the System and to reasonable expectotions of anticipoted experience under the System.

This is to certify that the independent consulting actuary is a member of the Emerican Academy of Adtucries ond hos experience
in parforming voluations for public retirement systems, that the valuation was prepaored in accerdance with principles of
practices prescribed by the Actuarial Stondards Boord, and thot the  actuarial calculations were performed by qualified
actuaries in accordance with accepted actuariol procedures, bosed on the current provisions of the retirement system and on
actuarial assumptions that are internolly consistent and reasonably based on the actuol experience of the System,

In our apinion the System is aperating on an actuarially sound bosis. Assuming that contributions to the System ore made
by the employer from year to year in the futyre at the rates recommended on the basis of the successive actuariol valuations,
the continued sufficiency of the retirement fund to provide the benefits called for under the System may be sofely anticipated.

Respectfuily submitted,

WWM"’\

Donald M. Overholser
Consulting Actuany

gBuck Consultants Inc.
4041955-2488 Fax 4041933-8336

492

HTAS FISCAL YERR ENDED JUNE 30, 1996




AcruasiAl  Section

RepoRT OF AcTuARY ON THE VALUATION

Prerarep As OF June 30, 1995

SecrioN | - Summary OF PriNcieAL Resutts

1. For convenience of reference, the prindipol resuits of the valuation ond a comparisen with the resuits of the previous valuation

are summarized below (ol dollar amounts are $1,000%) :

Vawnaton Dare

June 30, 1995

June 30, 1994

Number of active members 50,903 50,955
Annual salaries $ 1,819,778 $ 1,748,141
Number of annuitants and beneficiaries 03 95% 00 88%
Annual allowances ' $ 351,381 $ 319,197
Assets for valuation purposes $ 6,621,935 % 6,006,636
Unfunded actuarial accrued liobility $ 1,588,813 $ 1.599.516
Statutory contribution rates: University  Non-Univensity  Universime Non-Univensiry
Member 7.695% 9.105% 7.695% ?.105%
Stote 10.875 19,355 10.875 12,355
Total 18.50% 21.46% 18.50% 21.46%
Actucrially determined contribution rates:
Normal 19.76% 16.86% 19.68% 16.77%
Accrued liability (balancing item) 5.74 4.60 5.89 4.69
Total 18.50% 21.46% 18.50% 21.46%
Accrued liability funding period 30 yeors 29 years

2. The valuation indicates that combined member ond State contributions at the current rate of 18.50% of salaries for university
members and at 21.46% for non-university members are sufficient to support the benefits of the System. Comments on the
valuation resuits as of June 30, 1995 are given in Section IV ond further discussion of the contribution levels is set ocut in Sections

V ond V.

3. Schedule B of this report outlines the: full set of actuarial assumptions and methods employed in the current voluation. There have

been no chonges since the previous valuation,

The valuation takes into account the effect of amendments to the System enacted through the 1995 Session of the Legislature

and effective on the voluation dote.  Since the previous valuation, the System has been amended in order to reflect the one time
cost of living increase of 1.5% of the first $1,250 of menthly annuity for members ond beneficories of members who retired on or

before July 1, 1995,

% Esuimants
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Acuaaial Section

Secrion H ~ Memsensuip Data

1. Dataregerding the membership of the System for use os a bosis of the valuation were furnished by the Retiremant Susterﬁ office.
The following table shows the number of active members and their annual salories os of June 30, 1995 an the bosis of which the

valuation wos prepared. ANNUAL SALARIES
Group Numsen ($1,000)
Men 14,178 $ 570,047
Women 36,725 1,949,731
Total 50,903 $ 1,819,778

Thetoble reflects the active membership for whom complete voluation dota waos submitted. The results of the voluation
were odjusted to toke account of inactive members ond members for whom incomplete doto was submitted.

2. The following table shows the number cnd annual retirement allowances payable te annuitants and beneficiories on the roll of
the Retirement System os of the valuation date. The allowance amaounts do not indude any post-retirement supplements gronted
after June 30, 1995.

Tre Numser AND ANNUAL ReTireMeNT ALLOWANCES OF
ANNUITANTS AND Benericirries ON THE ROLWL As oF June 30, 1995

RnnuaL ReTinement

Grour Numaen uownrnces

($1,000)

Service Retirements 20,566 $ 317554
Disability Retirements 1,268 17,720
Reneficiaries of Daceased Members 1,812 14,621
Total 93,646 $ 349,805

In addition, there ore 307 beneficiaries entitled to term-cartain only onavities totaling $1,486,000 onauolly.

3. Tables 1 and 2 of Schedule € (not shown in this annual report) give the distribution by age and by years of service of the number
ond annual salaries of active membars induded in the valuation, while Tables 3, 4 and 5 give the number and annual retirement
ollowonces of annuitants and beneficiaries included in the valuation, distributed by age.

Secrion Il - Assers

1. Theretiremant low provides for the maintenance of eight funds for the purpose of recording the finandal transactions of the System,
narmely, the Teachers’ Savings Fund; the State Accumulation Fund; the Allowence Reserve Fund; the Guarantes Fund; the Medical
Insurance Fund; the €xpense Fund; the Voluntary Contribution Fund, and the Copital Construction Reserve Fund,

(R) TeacHers' Savings FUND

The Teachers' Savings Fund is the fund to which ore credited all contributions made by members together with regulor interest

thereon. Uhen o member retires by recson of sevice or disability, the amount of the member's accumuloted contributions

are transferred from the Teachers” Sovings Fund to the Allowance Reserve Fund. If o survivor's benefit becomes payable,

the member's accumulated contributions are transferred frem the Teachers' Savings Fund to the Allowance Reserve Fund.

, Refunds of accumuloted member contributions upon withdrawael or death are also made from this Fund. The assels credited
LTANTS to the Teachers’ Savings Fund en June 30, 1995 amounted to $1,691,718,379,
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(8) SiATe ACCUMULATION FunD

1 l The State Accumulation Fund consists of funds appropriated by the Stote for the purpose of providing annuities. When a
member retires by reascn of service or disability, the omount, which together with the amount transferred from the Teachers’

' Savings Fund will provide the member's annuity, is transferred from the State Accumulation Fund to the Rllcwance Reserve
g Fund. Transfers are aiso made from this Fund to the Allowance Reserve Fund when the death of o member resuits in an
obligation on that Fund. The assets credited to the State Accumutation Fund on June 30, 1995 omeunted to $1,745,511,046.

i {0 Puowance Reseave FUND

The Allowance Reserve Fund is the Fund from which all retirement, survivor end death benefit allowonces are paid. When
a member retires, his accumulated contributions ore tronsferred from the Teachers’ Savings Fund to the Allowaonce Reserve
fund, The balance of the amount necassary to provide the allowonce is tronsferred from the State Accumulation Fund to the
Ailowance Resernve Fund. The ossets credited to the Allowance Reseve Fund os of June 30, 1995 omountedio $354,414,04 1.

{p) GunannaNtee FUND
The Guaorantee fund is the Fund to which all investment earnings are credited ond from which interest is paid to the other

Funds as allowed by the Board of Trustees. The Guorantes Fund also serves to meet spedial requirements of the other Funds.
On June 30, 1995 the assets credited to this Fund amounted to $9,384,881,505.

(€) Mepicau Insurance Funp

Medlical benefits are payable from this Fund, which is supported by the joint contributions of members and the State. The
assets credited to this Fund os of June 30, 1995 omounted to $35,062,261 . This amount wos not induded in the assets used

for valuation purposes.

{f) Expense Funp

The assets credited to this Fund as of June 30, 1995 amounted to $2,660,270. This amount was not included in the assets
used for valuation purposes.

(6) Vowntary CoNTRIBUTION FunD

The assets credited to this Fund os of June 30, 1995 amounted to $21,406,264. This amount was not included in the ossets
used for valuation purposes.

(H) CrpmAL CoNSTRUCTION Reseave FUND

The assels aredited to this Fund as of June 30, 1995 amounted to $25,306. This omount wos not included in the ossets used
for valuation purposes.

9. As of June 30, 1995 the wlol bock value of assels heald by the System omounted o $6,235,679,065. Of this omount,
$6,176,524,964 wos used for voluation purposes,

3. The book value of assets wos odjusted to reflect the average ratio of merket velue to book value during the five years ending
on the voluation date. Application of the adjustment factor of 1.072 to the book value of assets resulted in o modified morket
value of $6,621,934,761 to be used for valuation purposes, os shown in the table on the following poage.

S sums
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Assers as of June 30, 1995

fAsseTs FoR
Funp VAWATION PURPOSES O1tHer MsseTs Tota. BsseTs

Teachers' Savings $ 1,691,718,372 $1.691,718,372
State Accumulation 1,745,511,046 1,745,511,046
Allowance Reserve 354,414,041 : 354,414,041
Guarantee 9.384,881,505 9,384,881,505
Medical Insurance b 350062,26] 35,062,261
€xpense 2,660,270 9,600,270
Voluntary Member Contribution 21,406,264 21,406,264

95,306 95,306

Capital Construction Reserve

b 6,176,524964 % 59,154,101 % 6,935,679,065

Total
Morket Value Rdjustment x 1.072
Modified Markat Volue b 6.621,934,761

Secrion IV - Comments oN VALATION

Schedule A of this report outlines the results of the actuorial voluation (omounis are $1,000's). The valuation wos grepared in
accordonce with the actuarial ossumptions ond the actuariol cost method which ore described in Schedule 8.

The valuation shows thot the System hos on acdtugriol accued liobility of $4,998,51 3 for banefits expaded to be poid on account
ofthe present active membearship, baosed on senvice tothe voluation date. The liobility on account of benefits payable to onnuitants
and beneficiaries amounts to $3,175,782 aofter adjustment for spacial oppropriations remaining to be made toward funding
minimum annuities ond the 1982, 1987, 1989, 1990, 1991, 1992, 1993, 1994 ond 1995 ad hoc increases, ond the liability for
benefits expected to be paid to inactive membars ond to members entitted to deferred vested benefits is $105,753. The total
actuarial accrued liobility of the System amounts to $8,210,048. Against these liobilities, the System hos present assets for
valuation purposes of $6,621,935. When this amount is dedudted from the actuarial accrued liability of $8,910,048, there remains
$1,588,813 as the unfunded actuarial accrued liobility,

The normaol contribution rate is equal to the actuarial presant value of benefits accuing during the current year divided by the annual
active members’ payroll. The normal contribution rate is determined to be 12.76% of poyroll for university members ond 16.86
% for non-university members.

Section V - Contrisutions Prvasle UNDeR THE Svystem

Section 161.540 of the retirement law provides that each university member will contribute 8.375% of his annual salary to the
Systermn and each non-university member will contribute 9.855% of salary. OF this omount, 0.75% is poid to the Medical Insuroncs
Fund for medical benefits leaving 7.625% for university members ond 9.105% for non-university members applicable for the
retirement and death benefits token into account in the valuction.

Section 161.550 provides that the Stote will motch the member contributions and contribute on additional 3.95% of mambers'
salories towards discharging the System's unfunded obligations,

The total net stotutary contribution rate is 18.50% of active university members’ salories and 21.46% for active non-university
members.

% Esumans
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Ner Statutoay Contaieution RaTes

Sounce Unnvessity Non-Univeasity
Member 7.695 % Q.105 %
State 16.875 19.355
Total 18.500 % 21.460 %

The voluation indicates that normal contridutions ot the rate of 12.76% of active university members’ salaries are required to meet
the cost of benefits currently accruing.  The rate for non-university members is 16.86%. The difference between the total
contribution rate and the normal rote remains to be cpplied toward the liquidation of the unfunded actuariol accrued liability. This
acarued Hobility rate is 5.74% for university members ond 4.60% for non-university members. These rates are shown in the

following toble.

Acrupriauy Deteamined ContrIBUTION RATes

PeRceNTRGE OF
Memsens' SalARIes

Rnrte UniversiTy Nown-University
Normal 19.76 % 16.86 %
574 4.60

Accrued Liability (balonding)

Total 18.50 % 21.46 %

The unfunded actuarial accrued liokility amounts to $1,588,813,000 as of the valuation dote. Accrued liabitity contributions at the
rote of 5.74% of active university members’ payroll and 4.60% of non-university members” payroll are sufficient to amertize the
unfunded actuariol accrued liobility cver the 30 year period commencing June 30, 1995, bosed on the assumption that the payrel|
will increose by 4.5% annually.

Secrion VI -~ Comments o Level of FUNDING

The benefit percentage for non-university members is 8% for service accrued through January 1, 1984 and 21%6% for service accrued
after thot dote.  The total net contribution rate is £1.46% of payrol for these members.  For university members the banefit
percentage is 2% for all service ond the contribution rate is 18.50%. Our celculations indicate that these contribution rates will
be sufficient to cover the bosic benefits of the System and the annual 1%% increcses in the allcwonces of retired members ond
beneficiaries. Speciol appropriations are baing made toward the minimum annuities and ad hoc increoses gronted in 1982, 1987,

1889, 1990, 1991, 1992, 1993, 1994 and 1995,

The voluation indicates that the pressnt statutory contribution rates are sufficient to meet the cost of benefits currently accruing and
provide for the amortizotion of the unfunded actuarial accrued liability over a reasenable period of time. The neteffect of the System
experience hos produced an increose in the funding period for the unfunded actuarial accrued liability from €9 yeors to 30 years.

The System has bzen cperating on on actuarially sound baosis. Howaver, there ore no excess assets or contributions availoble
to provide additional benefits. Any fuither benefit improvements, incduding the ad hoc increases previously noted, should be

accompanied by the additionol contributions necessary to support the benefits.
BL&%\ISUIJN\I’TS
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Secrion VII - AccountiNG  INFORMATION

1. Governmental Accounting Standards Board Statement No. 5 sets forth certain items of infermation ta be disciosed in the financial
statements of the System and the employer. One such item is o distribution of the number of employees by type of membership,
os follows:

Numaea of RcTive AND ReTIReD MemseRs
as of June 30, 1995

Groue Numees

Retirees and Beneficiaries 03,0535
Active Members:

Vested 39,817

Non-vested 11,086

Total 74,856

9. Hnother such item is the pension benefit obligation, o standardized measure of the System's liobilities. It is the omount owed for
benefits aliccated to employes service before the balonce sheet date, when total projected benefits (including the effects of
projected sclary increases) are allocated equally over oll years of employes sevice before ond ofter the bolance sheet dote, The
pensicn benefit obligation, prepared in acordance with Governmental Accounting Standords Board Statement No. 5, and a
compoarison with net assets available for benefits as of June 30, 1995, are presented belouws,

Pension Benermr OBUGATION

(n $1,000')

e Retirees ond beneficiories currently receiving benefits and terminated employees entitled

to benefits but nct yet recaiving benefits 3,981,536
e Current emplouees:

Accumulated contributions 1,691,718
Employer-Finonced vested 2,971,693
employer-financed nonvested 965,101
Total Pension Benefit Obligation $ 8,210,048
e fet ossets ovaitable for benefits $ 6,176,525
» Unfunded Pension Benefit Obligation $ 2,033,593

*Evsutants
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3. The following first nine years of the ten-year historical trend information, prepared in accordance with Governmental Accounting
Standords Board Statement No, 5, provides infarmation en progress made in accumulating sufficient assets Lo pay benafits when
due. A purpose of the chart is to establish a consistent method for analyzing and moking comparisens omong different public

retirement systems.

Required SurrlemenTARY INFORMATION FANALYSIS OF FUNDING PROGRAESS
(N $ miuons)

(M (2) (3) (4) (5) (0)
UnrFunpen Unrunnep
Nert Assers Pension PRO rs %
AvAltAse PeNsiON Percentace Benerr ANNUAL or CovereD
Fiscal Yena fOR BenerT FunDep OBUGHTION Coverep PavroLL
€NDED Benerits Osucation (1) +(2) (2)-(1) PavROLL @) +(5)
6/30/87  $2.562.35  $3,779.3 67.4% 31,2370  $1,101.7 1192.3%
6/30/88 2,915.7 4,987.3 68.0 1,571.6 1.219.6 115.1
H/30/89 3,256.7 4,680.8 69.6 1,494 1 1,961.4 1:12.9
5/30/90 3,600.9 5,072.1 799 1.411.9 1,340.3 105.3
6130191 4,135, 5.716.0 79.3 1,580.9 1,525 103.8
6130199 4,650.6 6,319.0 73.6 1,668.4 1,669.9 100.0
6/50/93 5.155.6 6,859.7 75.2 1,697.1 1.696.9 100.0
6/50/94 5,088.1 7.591.9 75.6 1,833.8 1,748 104.9
6/30/95 6,176.5 8.210.0 75.9 92,0335 1.819.8 181.7

Analysis of the dollor ameunts of net ossels available for benefits, pension benefit obligotion, and unfunded pension benefit
obligation in isolation can be mislecding. Expressing the net assets available for benefits as a percentage of the pension benefit
obligotion provides one indication of the Retiremant System’s funding status on a going-concern basis, Anolysis of this percentoge
over time indicates whether the System is becoming financiolly stronger or weaker. Generally, the greater this percentoge, the
stronger the Retirement System, '

" Eusuimants
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Scuenue A
Results oF THe VAWATION Paerrred As oF June 30, 1995
($1,000's)

1. Rctuariol Accrued Liokility
Present value of prospective benefits poyable in respect of:

{a) Present active members:

s Sewice retirement benefits $ 4,608,130
s Disability retirement benefits 190,969
¢ Death and survivor benefits 56,953
s  fRefunds of member contributions 72,461
Totol $ 4,098,513

{b) Present inactive members and members entitled to defarred
vested benefits: 105,753

(c) Present annuitants and beneficiaries

e Service retirement benefits 9,899,170
¢ Disability retirement benefits 124,394
e Death and survivor benefits 152,918
Total 3,175,789
(d) Total actuarial accrued liability $ 8,210,048
9. Present Assets for Valuation Purposes 6,621,235

3. Unfunded RActuariol Recrued Liokility
[(1) minus (2)] $ 1,588,815

4. Normai Contribution Rate

Univensity Non-Univeasity
(o) Actuarial present value of benefits accruing annually g 17.976 % 084 019
{b) Annual payroll of active members 135 390 1 484 388

. (<) Normal contribution rate
[4(0} divided by 4{0)] 10 76% 16.86%

*Esumants
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ScHepue B
Qutune of Acruarial AssumeTioNs AND MeTHODS

'y Intenest Rate: 8.0% per annum, compounded annually (Adopted 1995).

| Sraay Incaerses: Representative values of the assumed onnual rates of future solary increoses are os follows (Rdopted 1989):

. i Age Annual Rate

o 00 8.60%
i 05 7.70
' 30 6.70
: 35 6.00
\ l 40 5.50
: 45 5.90
. 50 5.00
_ l 55 4.80
_ 60 4.70
65 4.50

Denths Arter Remirement: Representative values of the assumed onnual rates of death after service and disability retirement are os follows

i (Adopted 1983):
i Annua Rate of DeatH ArTen
Senvice ReTiremenT Dispsiuty ReTiRemeNT
Ace Men Women Men Women
40 A% A% 5.1% 4.5%
50 A4 Q 5.1 45
55 No) 9 51 - 4.5
60 1.1 A 5.1 45
65 1.9 7 51 45
l 70 5] 1.4 5. 4.5
. 75 4.6 9.6 5.1 45
“ 80 7. 4.4 7.8 5.5
85 11.0 7.5 12.3 Q.4
Q0 16.8 12.8 191 5.9
Q5 939 21.1 900 26.2

! Acuarint Memop: Unit Credit Actuarial Cost Method with projected benefits. Rctuorial gains ond losses ore reflected in the unfunded
octuorial accrued liability.

Assers: Modified market value. This value wos cakulated by multinlying the book value of assets available for valuation purposes by
the average ratio of market to book value during the five years ending on the valuation date.
'd
B ENSULTANTS
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SeparATioNS FROM Seavice: Beprasentative volues of the ossumed onnual rates of death, disability, withdrowal and service retirement
are os follows (Fdopted 1983):

Men
AnnuAL Rate of
Senvice €RaLy
Ace DeatH Disneiumy WitHorAwAL  Rerirement® ReTirement
20 005% 1% 7.16%
95 014 .01 745
30 093 .01 6.46
35 046 .05 449
40 ; 068 07 3.11
45 .091 10 219
50 149 2 1.58 10.C00%
5% 308 1.20 i7.00 4.00%
60 535 .05 90.00
62 0696 .03 97.00
65 808 45.00
70 100.00

* T {5 ALSO ASSUMED THAT AN ADDIMONAL 15% OF MEN WILL RETIRE IN THER FIRST YEAR OF
CUSIBILITY IF Beronre nce 60.

Women
AnnuAL Rate oF
Senvice €ARLY
Rce DenrH Disasumy WitHpaawat  ReTigement™ ReTiRemenT
20 .004% 01% 5.66%
05 .008 .01 6.84
30 099 01 6.30
35 035 04 408
40 056 .09 .61
45 065 18 1.99
50 .078 .00 1.57 10.00%
55 100 60 17.00 5.00%
&0 143 25 20.00
69 161 .06 29.00
65 187 35.00
70 100.00

* |115 ALSO ASSUMED THAT AN ADDMONAL 20% OF LUOMEN UL RETIRC IN THER FIAST YEAR OF
EUGIBIITY IF B6FORE RGE OO,

P& sumans
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ScHepute C
Summary ofF Main System Paovisions As INTerrreTed FOR VAWATION PureOses

The Teachers' Retirement System of the State of Kentucky wos esteblished on July 1, 1940. The valuation took into account
omendments to the System elfective through June 30, 1995, The following summary describes the main benefit ond centribution
provisions of the System os interpreted for the voluation.

Dernimions
"Final average salary® means the average of the five highest annual salaries which the member has received for service in o covered
position and on which the member hos made contributions or on which the public board, institution or agency hos picked
up the member contributicons. '

Beners

Service ReTIReMeNT ALLOWANCE
Conpmon For Auwowanee: Completion of 7 years of service or ottainment of age 55 ond 5 years of senvice.
Avount of Auownnee: The annual retirement allowance equals the sum of:

() 9% of final average satary multiplied by service ofter July 1, 1941, plus
(b) $100 multiplied by credited service prior to July 1, 1641,

For service after Jonuan, 1, 1984, the annual allowance for non-university members is 2.5% of fincol average salary.

The annual affcwonce is reduced by actuariol equivalent factors from the earlier of age 60 or the dale the member would have
completed 27 years of service

The minimum onnual service retirement allcwoance is the greater of:

(Q) $960.00 muttiplied by cedited service, or
() For o member who has attained age 60 at retirement, $900.00.

Disagiury ReTiRement Ruownance
Conpimon For Auowance: Tetally and permanently incopable of being employed os a teacher and under age 60 but aofter

completing 5 years of senvice.

Rvount of Auowence: The disability allowaonce is equal to the greater of the service retirement allcwoence or 60% of the member's
finol average salary. The disability allowonce is payable over an entitlement period equalte 5% of the service credited to the
member at the dote of disability or five years, whichever is longer. After the disability entilement pericd hos expired and if the
member remains disabled, he will be retired under service retirement. The senvice retirement ollowonce will be computed with
senvice credit given for the period of disability retirement. The allowonce will not be less then $6,000 per year. The service
retirement allowaonce will not be: reduced for commencement of the allowaones before age 60 or the completion of Y7 yecrs of

senvice,

Benerits PRYABLE ON SEPARATION FROM SERVICE
Any member who ceases to be in sevice is entitied to receive his contributions with allowaoble interest. A member who hos
completed 5 years of aeditable service and leaves his contributions with the System moy be continued in the membership of

the System after separation from service, and file apglication for service retirement after the aticinment of age 60.

S nsuimants
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Deam Beners

Rave Service: A lump-sum benefit of $2,000 is paycbie to the member's estate.

R surviving spouse of a member with less than 10 years of service may elect to receive on annual allowance of $2,880 except
that if income from other sources exceeds $6,600 per year the annual allowance will be $2,160.

A surviving spouse of o member with 10 or more yecrs of service may elect to receive an aflcwance which is the octuorial
equivalent of the allowance the deceosed member would have received upon retirement. The allowance will commence on the
date the dececsed member would have been eligible for service retirement and will be payable during the life of the spouse,

If the deceased member is survived by unmarried chiidren under age 18 the following schedule of annuol allowances applies:

Number of Annual
Children Altowance

] $ 2,400

o $ 4,080

3 $ 4,800

4 or more $5,980

The allowances ore payoble uitil o child attains age 18, or age 19 if o full-time student.
If the member has no eligible survivor, a refund of his accumulated contributions is poyeble to his estate,

Rrter Remaement: A lump-sum amount of $2,800 is payable to the member's estate.

OPTIONS

In lieu of the reqular Option 1, a retirement allowance payable in the form of o life annuity with refundable bolance, any member
before retirement moy elect to receive a reduced allowance which is octuarially equivalent to the full ollowance, in one of the
following forms:

Option 2. A single life annuity payable during the member's lifetime with payments for 10 years certain.
Option 3. At the death of the member his cllowonce is centinued throughout the life of his beneficiony.

Option 3(a). Atthe death of tha beneficiary designated by the member under Option 3, the member's benefit will revert te what
would have bzen poid had he not selecied an option.

Option 4. At the death of the member one half of his allowence is continued throughout the life of the beneficiary,

Option 4(0}. Atthe death of the beneficary designated by the member under Option 4, the member's benefit will revert to what
would have been poid had he not selected an option.

POsT-ReTIREMENT ADIUSTMENTS

The retirement ollowonce of each retired member and of each beneficiary shall be increosed by 1-1/2% each Juiy 1.

CONTRIBUTIONS

Menmgen CONTRIBUTIONS

University members contribute 8.375% of salony.
Nen-University members contribute @.855% of salory.

&S sumanTs

54

KTAS FISCAL YEAR ENDED JUNE 30, 1996




Acruarial  Section

Sowency Test
(IN MILUONS OF DOLLARS)

Accaceate Rccaven Linsiumies FOR

1 (@) (3) PorTioN oF Accaued LiRsiumes
' Acrve Memaeas Coveren BY Assets

Fiscat Rctive Memser RETIRANTS AND (Emeloven FINANCED  VALUATION AsseTs
Year CONTRIBUTIONS BeNericiRAIES PORTION) (M (2) (3)
1987 $ 8054 $ 1,430.0 $ 15639 $  9,569.3 100% 100% 1%
1988 Q06.4 1.490.9 1,881.7 29157 100 100 o7
1089 QQ7.8 1.690.7 1,992.4 3,956.7 100 . 100 29
1900 1,098.3 1,862.8 £,111.0 3,660.9 100 100 33
1691 1,218.8 90375 94506 4,135.0 100 100 36
1902 1,345.9 2,139.3 92,8345 4,650.6 100 100 4]
1903 1,463.7 2.461.5 92,0975 51556 1G0 1C0 49
1904 1,6829 9,007.6 53,0521 5,688.1 100 1C0 a0
1995 1,691.7 53,2815 3,236.8 56,176.5 100 100 37
1996 1,805.3 40189 3,355.0 7,001.6 100 100 35

The sclvency test is one means of checking a system’s progress under its funding program. Ina solvency test, the plon's present assets
are compared with {1) the active member contributions, (£) the amount necessary to cover the present volue of benefits payable to
currentretirees ond beneficiaries and {3) the amount necessany to cover the present volue of benefits owed to active members for service
already rendered. The total of (1), (£} and (3) is the total actuariol accrued liobility of the plon, '

In a system that hos been following the discipling of level percent of payrall finoncing, such as KIRS, the liabilities in columns (1) and
{(2) should be fully covered by assets ond the portion of the liability in column 3 covered by assets should increase over time.
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Screpule ofF Acnive Memsen Vawarion Dara

(M

(2)

3

(4)

% INcrense

Fiscal Numsen of AcTive Toral Annua Rvernce ANNuAL Pay (Decnense) IN
Yean Memaens Pavaoll 2+ () Averace Pay
1987 $ 44,556 $1,104,968,565 $ 24,800 9.3%
1988 46,396 1,217,746,805 96,247 5.8
1989 46,937 1,268,680,057 27,096 3.0
1970 47,984 1,346,537,954 28,478 5.4
1991 48,415 1,535,569,959 31,717 11.4
1999 49,248 1,677,794,446 34,068 7.4
1993 53,019 1,707,158,968 34,130 02
1G94 50,591 1,759,4006,465 4777 1.9
1995 51,957 1.831,763,327 35,737 0.8
1996 51,986 1.896,990,404 36,490 2.1
ScHepuLe OF RE'I'IHHNTS, Benericianies AND SURVIVORS
Apbbep TO AND Removed rROM Rous
Aob 10 Rous Remove raom Aous, Aous Enp-or-Year o
Q
ANNUAL ANNUAL ANNURL | Increrse  Avernce
Atounnces Aunowances Ruowances| INANNUAL - ANNUAL
Fiscat Yemn | Numser  (Miuons)| Numeer  (Miwons)| Numser  (Mituons)|Auowanees ALOWANCES

1987 1,119 $18.7 695 $ 49 18,356 |$1554 Q.7 $ 8,464
1988 Q81 17.8 738 5.0 18,599 167.6 7.8 Q.02
1989 1,565 254 811 &7 19,353 186.3 11.2 Q2,696
1990 1,356 4.4 757 6.6 19,952 204.1 Q.6 10,251
1991 1,376 20.4 854 7.6 | 20,474 ©e5.7 10.6 11,095
1999 1,459 345 805 7.8 21,198 £59.3 11.8 11,944
1993 1,660 37.6 849 83 | 21,939 281.6 | 11.6 12,836
1994 1,895 397 GO0 Q.7 | 922864 311.7 10.7 13,632
1995 1,973 49.9 Q03 10.1 93,034 350.9 12.6 14,659
1996 1,910 50.1 Q67 1.4 24,877 3895 11.0 15,658
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Summary of Accaved anD Unrunpep Accauep Limsiumies

e

UNrUNDED Uneunpen
Acturaint Rssets as % of  LissiuTies As %

Yean ENDED AcTuARIAL VARWATION Rccauen Lnsiumes VAWATION LinaluTies or Pavrow

June 30 Accruep LRluTies Assets (1)-(2) PAYROLL (2) + (1) (3) +(4)
1987 3,799.3 9,569.3 1,937.0 1.101.7 67.4% 119.3%
1988 4,987.3 9,915.7 1,371.6 1.2192.6 68.0% 113.1%
1989 4,680.8 3,956.7 1,494.1 1,961.4 69.6% 112.9%
1990 5,072.1 2,660.9 1,411.9 1,340.3 79.9% 105.3%
1991 5716.0 4,959.1 1,456.9 1,592.5 74.5% 95.7%
1999 6,319.0 4,808.7 1,510.3 1,669.9 76.1% 90.5%
1993 6,852.7 5.454.6 1,398.1 1,696.9 79.6% 89 4%
1994 7.591.9 6,006.6 1,515.3 1,748.1 79.9% 86.7%
1995 8,910.0 6,621.9 1,588.8 1.819.8 80.7% 87.3%
1906 Q,178.6 C7.694.7 1,553,9 1,877.9 83.1% 82.7%

Pleose note for comparison purposes, the method of computing the valuation assets incolumn (2) changed in 1991 The previous
method was bosed on the system's bock volue of pension assets, Years 1991 to the present implements the modified market
volue method os required by state law (KRS 161.400(2)).

KTAS AISCAL YERR ENDED JUNE 30, 1996 57







KTRS FiscaL Yerr €npep June 30, 1996



Stansnical  Section

Growth in Annuitants

(€Except Service Retirements)
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Smamsticat Section

Average Monthly Benefit Payment

(Service/Disability Retirement Only)
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Sransticat Section

Summary of Revenue by Source
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STATISTICAL SecTioN

Millions

| Average Sick Leave Payment

(Per Retiree)

Thousands
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Summary of Personal Check Payments
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StarisTicAL SecTion

DisTaisuTION Of ReTinement Pavments LWoawbwibe
As of June 30, 1996

WASHNGTON NEL HANPSHIRE 3
MAIN
NONTANA ggg’;‘a MINNESOT) YERMONT 3 ]
5 9 7 MICHGAN
OREGON e
14 SOUTH WISCONSI <
IDRHO DAKOTA 5 Pt MAGSACHUSETT
2 0 =
UJ‘:'OQM v AHODE ISLAND 1
- PENN. CONNECTICUT 3
17
NEVRDA NEER?SHH S o | oo NEUJ JERSEY 7
UT:H . Yesel 3 v DELALUARE @
) ’
COLORADO w2 KIRGIN MARYLAND 14
#s KaNSAS | missouR ey =
CRUFORNIA 19 P 256 -
N Tem%ssee L
W ARZONA CHAHOMA | ARHA 3 fip,
53 NEW .':.']ﬁnco 6 I - SRR

mss] A Y seonain
o R A 90 a1 w«
TeXRS 14
;3

B
SRl

*<

3 o
X

OTHER:

AFAICA
BRITISHWESTINDIES

CANADA
MEXCO
MILITRRY APO
PHILLIPPINES

SWITZERLAND
TURKEY

TOTAL OUT OF STATE = 2,579

Toral Numsen of Pavments = 25,998
Total AMOUNT oF Pavments = $386,530,905
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Stansticat Section

—

DistaiButioN OF ReTinement Pavments StaTewipe
as of June 30, 1996

Totat Numsea of Torae Numees Of
Counte Name PavmeNnTs RecipieNTts County Nerve PrymenTs Recipients
Adair $ 1,789,609 195 Jefferson $ 59,703,008 3469
Allen 1,459,170 QL Jessaming 1,921,518 198
Anderson 1,193,799 85 Johnson 3,433,610 094
Baollard - 749,571 55 Henton 6,112,399 394
Barran 3,563,539 240 Hnott 2,128,508 145
Both 1,010,051 79 Hnox 2,651,790 179
Bell 3,957,607 Q72 Lorue 1,558,304 88
Boone 4,679,835 283 Lourel 4,044,829 983
Bourbon 1,869,940 195 Lowrence 1,183,238 89
Boyd 5 104,617 348 lea 1,078,583 74
Boyle 2,975,102 188 Leslie 1,316,487 Q6
Bracken 670,454 48 Letcher 3,987,630 943
Breathitt 1,848,740 128 Lewis 1,614,668 107
Breckinridge 1,896,469 6 {incoln 2,598,699 170
Bulkizt 3,935,385 177 Livingston 800,236 58
Butler 1,093,632 74 Logon 2,340,438 168
Calouseh 1,398,414 101 Lyon Q11,087 61
Collowaoy 6,214,981 396 Madison 9,515,872 602
Compbeli 4,647,930 306 Maogeffin 1.293.510 92
Corlisle 545,717 36 Marion 1.968.611 Q3
Carroll 694,808 47 Moarsholt 9,394,454 163
Corter ‘ 2,755,956 194 Martin 1,118,317 . &1
Cosey 1,775,209 126 Mason 1,365,596 87
Christion 4,304,887 282 McCracken 6,067,473 392
Clork 9,484,945 171 McCreony 1,792,357 110
Clay 3,099,620 204 Mdcleon 1,003,060 70
Clinton 1,474,600 Q7 Meade 1,068,137 64
Crittenden 594 435 44 Menifee 408,004 45
Cumberland 917,650 o1 Mercer 9,042,466 149
Doviess 8,056,674 537 Metcalfe 1,932,448 82
Edmonson 893,673 &0 Monros 1,756,439 120
€lliott 600,264 40 Montgomeny 1.821.806 115
il 1,003,917 70 Morgon 1,419,327 100
Fayette 21,496,403 1314 Muhlenberg 0,516,567 175
Fleming 1,113,930 83 Nelson 2,442,756 154
Hoyd 5,993,066 378 Nicholos 399,776 31
Fronklin 6,945,901 484 Ohio 1,706,690 198
Fulton 701,914 57 Oldhaom 2,588,765 171
Gallatin 341,348 25 Quen 699,378 59
Gorrord 1,096,005 80 Cussley 956,708 o7
Gront 1,159,208 76 Pendleton 1.210.950 84
Groves 2,585,358 199 Perry 3,811,153 274
Groyson 2,072,999 140 Pike 8,585,035 567
Green 1,936,754 74 Powell @11,305 64
Greanup 3,378,659 214 Pulaski 5.708.202 385
Hancods 799,060 43 Robertson 85,345 Q
Hardin 5,637,046 553 Rockeostle 1,899,617 139
Harlon 4,374,454 284 Rowan 4,357,656 970
Horrison 1,628,918 il Russell 1,701,949 197
Hart 1,324,711 81 Scott 1,865,204 125
Henderson 3,171,920 201 Shelby 2,286,595 159
Henry . 1,341,955 103 Simpson 1,987,097 89
Hickman 289,976 24 Spancer 573,331 47
Hopkins 2,908,573 279 Taylor 9,391,879 156
Jackson 1,937,307 Q4 Todd 298,003 71
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Sransnicat Section

DistaisutioN of ReTiremMenNT PryMenTs StATeWiDe
As oF June 30, 1996 (conmnuep)

Torat Numser of
County Name PavMenTs Recipients
Trigg 4 990,774 67
Trimble 937,969 20
Union 1,113,145 75
Warren 12,937,368 797
Washington 935,699 &5
Waoyne 9,345,882 150
Webster 1,290,883 88
Whitley 5,129,498 3557
Wolfe Q00,862 66
Woodford 1,769,841 1Q7
TOTAL
IN HENTUCKY $ 359,098,358 923354

ScHebUle OF BeNerT €xpenses sy Type

Year Enpen Seavice RenaaNts  Dispaiuty ReTiRanTs Suavivoas Deati Benerrs Rerunps
June 30. 1987 144,901,331 7,473,805 4,469,953 1,987,603 6,711,487
June 30, 1988 155,690,001 8,095.599 4,799,624 1,437,864 5,945,822
June 30, 1989 172,989,090 8,708,015 5,038,359 1,592,699 6,996,134
lune 30. 1950 190,534,735 9,550,511 5,990,474 1,531,702 7,380,344
June 30, 1991 208,034,102 10,582,159 5,351,157 1,748,448 6,774,864
June 30, 1592 939,097,180 11,896,196 5,770,289 1,697,597 6,516,430
June 30, 1993 260,967,306 13,557,546 6,379,497 1848214 6,714,014
June 30, 1994 986,963,990 15,188,944 6,962,111 2,085,691 6,690,665
June 30, 1995 391,855,689 17,398,949 7,483,006 1,898,670 8,598,756
June 30, 1996 359,085,389 19,661,395 7,834,903 2,178,939 8,418,031
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Smnsnicat Secrion

Summary ofF State Bubcer APPROPAIATION TO
TeacHens' BeTireMenT System ron 1995-96

1995-96 Stare Bupcer

1995-96 Stare Rauat

Expense ITem APPROPRIATION Bupcer Requinement

fMatch of Member Contributions * $ 208,000,800 202,016,150
Motch of Personal Poyments 8,771,000 6,212,597
Sick Leove (MRS 141.550) 12,730,400 16,999,516
Retires Cost of Living Adjustment £0.,618,900 90,618,900
Prior Service Increase 640,100 643,100
Minimum Benefit Adjustmeant 2,535,800 9,535,800
Increase Survivor Benefits 640,100 640,100
Hondicepped Child Benefit 331,300 337,256
TOTALS % 261,248,000 963,993,495
Stote Under-Approgriation for 1995-G6 $ (2,095,495)

The 1992-94 budget enacted by the 199% General Assembly requires that inthe event an annuol appropriation is less thon the amount
of the statutory requirements, the Stote shall make up the deficit in the next biennium budget appropriation to the Retirement System,

* Alsg, it should be noted that beginning with FY 1988-89, tha Department of €ducation and the state univarsities were responsible
for matching their members' contributions with the state reimbursing these respective agendies in their normal budget appropriation,
During this fiscal year, these agencies contributed $29,740,322 in order to malch the members' contributions. In prior yeors, the
Retirement System wos appropricted an alictment of funds in their budget to cover the costs of matching these agencies member

contributions.

TotaL Aetuan on HTRS InvesTmeNnTs

(PERCENTAGES)

INfATION  RATe

Tive WeicHrer Maaker Inpicatons veasus Tive Llechtep KTRS INDIcATOA

StaNDRRD & Lenman BroTHens

Poor's 500 Govenanment/CorronrnTe KTARS Torat  CoNsumea
FiscaL Yemn INpex KTRS Stodis Bonp INDex KTRS Bowps Postrouoc  Price Inpex
1991-92 134 13.7 14.2 14.9 19.5 3.1
1999-93 13.6 13.3 13.2 13.92 12.1 3.0
1993.94 1.4 2.9 (1.5} 0.9 0.7 25
1994-95 26.1 95,3 19.8 12.7 16.9 3.0
1995-06 96.0 953 47 4.3 13.5 2.8
Five Year
Annualized 157 15.6 8.5 8.7 11.0 0.9

Rate
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Summviary OF State MiatcH AND SueplenmienTal RPPROPRIATIONS FOR
Memser ContrisuTions TO TeacHers' ReTIREMeNT Svstem

Smristical  Section

The state under-cppropriction at June 30, 1996 is $8,390,391. This amount is comprised of the 1993-94 $5,951,991 deficit, the 1994-95

$413,745 deficit and the current year contribution under-oppropriation of $2,095,485. The 1993-94 and 1994-95 deficits were paid by the
state July 1, 1996,

(1) Beginning with the 1988-89 fiscal year, the Department of Education and the state universities were responsible for maiching their
members' contributions with the state reimbursing the respecive agencies in their normal budget aparopriation.

(@) The required supplemental appropriation for the years 1988-90 was less than the actuerially determined contribution by about $47
million.

(3) Incluced in the June 30, 1993 deficit Is a 2% mandated decrease in apgropriations of $1,080,000.

(4) Incluced in the June 30, 1994 deficit is a 4% maondated decrease in appropriations of $2,160,000.

1940-44 2,063,717 2.063,717 % 2,063.637 L3 @0 |3 (80
1944-48 3,184,178 3,184,178 3.039.017 (145,160} (145,240)
1948.52 4,951,458 4,951,458 5,090,848 139,390) {5.850)
1952-56 7.267,163 7267163 6,494,102 (773,062) (778.211)
1956-80 14,970,961 14,970,961 14,963,272 (7.689) (786,600}
1960-64 25,945,897 25,945,897 925,938,763 (7.134) (793,734)
1964-68 49,057,299 2,042,014 47,915,285 45.317.694 (2,597,591) (3.391.324)
1968-72 89,922,869 6,044,865 76,878,005 80,091,951 3.213,94% {177.378)
1972-76 120,349,350 8.019.216 112,330,134 111.665.685 (664,449 (841,827)
1976-80 189,072,371 12,044,184 177,028,185 75.010,023 256,784,030 4,745,817 3,903,990
1980-84 972744779 16,334,937 256,409,836 109,622,111 5,197,234 378,667,011 7437831 12,866,812
1984-88 413,932,416 21.417.604 399,514,811 141,251,827 135,341,243 515932177 (31,175,706) (44.439,412)
1988-92 602,399,432 119.352,211(1) 483,347,221 133.545.987(2)| £8.678117 634,358,200 (11,537,557) (8,195,506)
1992-93 179.571,347 36,928,601 142,642 746 50.438.830 10,780,104 197,500,196 (6,361.484)(3)| (15.210.651)
109394 184,892,279 37,404,797 147,487,482 52,025,072 12,211,189 205,772,592 595122104  (©21.161.871)
1994.95 192,671,167 30,208,622 153,372,535 54,386,177 14,094,782 221,369.749 {413,745) (12,726,449)
1995-96 199,682,974 40,664,327 159,018,655 56,210,098 16292514 209 405,844 (£.025,425) {8,390,391)
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Smnsticat Secrion

’ Summvary Of Fiscal Year 199596
Retiree Sick Leave PryYMeNTS

. ‘ Totol Members Retiring

1,690

Total Members Recaiving Sick Leave Poyments

1,391

$11,548,268.43

Average Payment Per Retires

$8.302.13

! ’ Total Amount of Sick Leave Payments (at 9.855% contribution rote)

$2,309,653.69

Total Increase in Final Average Salary Base (FASE)
Fverage Increase in FRSB

$1.660.43

Total Service Credit of 1,391 Retirees

39.391.50

Average Sewvice (redit of 1,391 Retirees

9839

FUNDING Of APBITIONAL PRyouT

A I Member Contributions 9.855% X $11,548,268.43
State Contributions 15.105% X $11,548,268.43

j Total Member-State Contributions
Deficit:

' l Anticipated Additional Payout
Less Total Member and State Contributions

'
i Subtotal Unfunded Debt
Less Current Year Appropriction

s [ Total Deficit*

ir , * This amount hos been incduded in the 1995-96 deficit.

o

$1,138,081.85
1,513.400.58

$2.051,482.43

$18,943,998.51
2,651,482.43

$16,292,516.08

$19,730,400.00

$3.562,116.08
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Smristicat  Secrion

ScHooL DisTaicTs €LeciNGg TO Pavy FoR Sic Leave

Unoer KRS 161.155(8)
Fiscat Yerr 1995-96

CounNty ScHool Numser OF TotaL AbpiTionAL County ScHool Numser oF TotAl ABDITIONAL

Distaict Memaens COMPENSATION DistalcT Memaens COMPENSATION
Adair 5 $ 21,301.58 Jockson 6! 21,071.32
Allen 13 ©7,351.30 Jefferson 238 2.946,578.61
Anderson g 17.701.87 Jessoming 3 31,852.56
Ballord 6 71.819.40 Johnson 10 104,694, 74
Barren 6 56.696.10 Henton 29 167.885.57
Bath 2 Q.155.97 Knott 4 17,971.65
Bell 5 97,692.95 Knox 10 24,.866.18
Boong 19 200,158.31 Lorue 3 40,485.74
Bourbon 3 3361644 tourel o 56,518.82
Boyd 8 60,117.61 Lawrence 2 8,649 39
Boyle 5 36,476.71 Leslie 5 60,395.93
Bracken 1 5,776.15 Letcher 11 88,738,31
Breathitt 7 45,513.56 Lewis 5 57.512.02
Breckinridge o] 84.571.71 Lincoln 9 78,961.74
Bullitt 17 £34,530.38 Livingston % 13,246.88
Butler 4 92,909.60 Logan 3 96,028.62
Caldwelt & 35,755.86 Lyon 4 20,210.56
Callowoy 5 28,893.35 Madisan 16 95,135.¢7
Campbal| 14 106,985.48 Maogoffin 5 68,021.41
Caorlisle ] 17.475.09 Marion 7 40,452 .87
Carrol 5 26,9296.88 Morshaoll 7 68,539.01
Carter Q 53,362.04 Martin 4 23,693.35
Casey 3 14,387.59 Mason o ©3,153.02
Christian 30 983,433 80 McCracken 21 215,816.87
Clark 6 48,053.68 McCreary 7 35,612.97
Cloy o) 98 99879 Meade 8 95,358.18
Clinton 1 4,851.85 Mercer & 33,395.63
Crittenden g 13,975.94 Metcalfe 3 36,805.79
Cumberiand 2 16,027.81 Monroe 7 55,657.53
Daviess 96 £35,710.90 Montgomeny 5 20,900.55
Edmonson o] 48,296.80 Morgan 4 44,346.49
Elliott 4 33,192.98 Muhienberg 14 104,847 98
Estill 3 13,024.46 Nelson o] 57.895.18
Foyette 75 745,977.68 Nicholos 1 16.951.95
Fleming [ 7.874.58 Chio 19 118,972.09
Floyd 14 121,976.36 Oldham 7 55,116.80
Fronklin 10 65,018.06 Quwen o 99 ,001.69
Fulton 1 2.678.84 Qusley 2 17,133.03
Gallatin i 3.0 Pendleton 1 11,716.08
Garrord 1 1,127.04 Perry 11 95,014.73
Grant 3 12,189.04 Pike 34 233,019.70
Graves 4 39,886.76 Powell 4 31,481.59
Grayson 4 38,074.48 Pulaski 16 100,669.70
Greesn b 15,797.97 Robertson 3 39,199.78
Cresnup 12 100,514.47 Rockcostia 2 17.168.75
Honcock g 20,975.99 Aowon 8 56,433,117
Hordin 17 163,657,924 Russell 13 161,122.39
Harlon 16 112,632.99 Scott 8 83,598.97
Harrison 6 40,745.30 Shelby Q 98,998.31
Hart o] 73,852.76 Simpson 8 63,5920.94
Henderson 19 165,503.58 Spencer ] 16,969.51
Henry 2 7,150.08 Taylor 6 40,134.76
Hopkins 16 190,597 76 Todd 5 54,381,992
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Sranstical  Secrion

ScHool Distaicrs €Lecting TO Pav ror Sick Leave
Unper KRS 161.155(8)
FiscaL Yenn 199596

County Scrool Numser of Totat AppmonaL Cnv Scrool Numser of ToraL Abpirionat

Distaicr Memaens COMPENSATION Distaict Memaeas COMPENSATION

Trigg 5 % 51.287.97 Ashlond 10 $ 107,674.06
Trimble 3 35,061.80 Bardstown 1 7.436.83
Union 4 34,807.82 Bereo 4 ©9,632.37
Worren 14 145,356.15 Bousling Green 16 140,621.50
Washington 7 60,890.93 Campbellsville 9 13,937.39
Wayne b 95,089.80 Caverna ] 10,566.62
Webster 1 11.515.85 Corbin 5 38,673%.57
Ulhitley 7 44,545.69 Covington 9 6.708.06
Wolfe 11 114,887.99 Danvitle 4 37,312.93
Woeodford 9 18.917.91 Dayton 3 14,754.54
Elizabathtown 8 77.268.19

Crlonger-Clsmere 3 12,227.60

Fairview Q 90,459.67

Fort Thormos 3 6,394.12

Frankfort 1 3,712.15

Fulton 3 18,117.30

Glasgow 3 93,539.42

Harlan 1 1,945.10

Harrodsburg @ 6,296.70

Hozard %) 6,001.52

Jenkins 1 5,931.41

Mayfield 5 34,198.06

Middlesboro 7 44,118.31

Murroy 3 35,481.89

Nexwport 7 50,160.93

Quensboro 10 96,276.11

Paducch 11 99,070.492

Paintsville 2 10,377.27

Paris 3 24,910.30

Pineville } 16,519.03

Providence i 4,032,908

Racelond @ 09,49517

Russell 8 104,611.48

Russeliville 1 15,452.77

Science Hill 1 19,813.50

Somersat 3 36,980.31

Southgate 1 11,429.83

Wokon-Verona 5 39.500.97

UWest Point 1 2.506.44

Williemsburg 1 14,767.02

Williomstown 1 0,998.46
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Smrnsnicat Secrion

ScHepute ofF KTRS Annumants sy Tyee OF BenerT
as of June 30, 1996

Tope OF ReTinement™

AvouNT Of MoNTHWY Numsens orf
Benerm ($) ANNUITANTS 1 2 3 4 5
1 - 900 1,558 671 i5 630 58 184
901 - 400 1,34 1,133 9 ) 137 0
401 - 600 1,613 1,188 194 15 016 0
401 - 800 2,099 1,735 149 0 15 0
801 - 1,000 0,769 2,454 196 0 189 0
1,001 - 1,900 9515 0,933 144 0 138 0
1,901 - 1,400 9 441 9,004 149 G o5 0
1,401 - 1,600 2,464 9,197 174 9 91 0
1,601 - 1,800 9,339 9,057 191 3 8 0
1,801 - 2,000 1,804 1,660 94 9 48 0
Over 2,000 3,948 3,767 109 5 74 0
TOTALS 94,877 91,999 1333 . 719 1,349 184
*Tvpe of RetirementT
1 - Normal Retirement for Rge & Service
2% Disability Retirement
3 Survivor Payment - Active Member
4 - Beneficary Payment - Retired Member
5 - Mentolly Disobled Child
DistaisutioNn oF CONTRIBUTING MeMBeas
as of June 30, 1996
By Seavice
By Ace
Yerns of Mate Femate  Total
Ace MaLe Femnre Torm Seavice
90-94 945 918 1,163 Lo thon |
95.9¢ 1,968 4,189 5,450 st . 306 762 1,068
30.34 1,457 4,178 5.635 S o 2.916 7,992 10,908
35.39 1,563 4,930 6.493 o 2,380 7,572 9.952
40-44 2.416 7.984 9,700 16 10 1,705 2,450 7155
45-49 3,408 8,643 1214 on.01 1,630 >.001 6,631
5054 9,142 4349 6,49) e oo Looo 2B6h o 520D
55.59 1,050 1,051 3,001 So.s1 2,109 5,724 2.835
60-64 306 691 1,017 ) 83 706 1.289
65-69 80 164 944 35 or more 166 176 349
Over 70 15 08 43
ver TOTAL 14,130 37,9248 51,378
TOTAL 14,130 37,248 51,378
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Stansticat  Secrion

KTAS ScHepule OF PRRTICIPATING EMPLOYERS

3. Cloverport
o
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Starnsnical Secrnion

KTRS ScHepule OF PRATICIPATING EMPLOYERS
(conTinueD)

*  fAccording to Hentudky Revised Statue 161.607 (1), ony member of the Kentudky Teachers’ Retirement System who entered
employment covered by the Hentudy Cmployees Retirement System, the State Police Retirement System, or the County
Employees Retirement System prior to July 1, 1976, may retain membership in the Teachers' Retirement System instead of

joining the naw system. These crganizotions have members who are in this category. Once these members retire, the
organization will no longer be considered o KRS participating employer.
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Investment Section

INVESTMENTS

The Boord of Trustees of the Teachers' Retirement System annually appoints on Investment Committee consisting of two Board
members and the Crecutive Secretary.  This Committee acts on behalf of the Boord, subject to its approval. in all matters
concering investments. [n compliance with the Hentudsy Revised Stotutes, the Board of Trustees has adopted on "Investment
Policy® which it reviews periodically. The investment objectives of the Board cf Trustees ore os follows:

1. Investment of the funds of the Teachers’ Ratirement System of the Stote of Hentucky shall be made solely in the interest
of its members and their beneficiaries. Investment income shall be used for the exclusive purpose of providing benefits
to the members and their beneficiaries and making payment of reasonable expenses in administering the Plan and its
Trust Fund’s.

9. The specific objective of the investment progrom shall be the investment of the Fund's assets in securities which shall
provide a reasonable rate of total return with mojor emphasis baing placed upon the protection of the invested ossets,
When investments are acquired, current income tagether with prospects for capital  appreciation shall be weighzd in
regard to the long range needs of providing benefits to members and their beneficdaries. Short term fluctuations in the
marketvalue of the Fund's assets shali be considered as secondary to the long-term objectives and needs of the System.

During the 1990 session of the Hentucky General Assembly, the Board of Trustees worked with the General Assembly and
modernized the section of the Teachers’ Retirement Low that governs the investment process. The law is pattemed ofter the
"Prudent Man" concept with o limited number of restrictions. The responsibility for investing the assets of the Sustem is dearly
assigned to the Board of Trustees.

The Hentucky Revised Statutes require the Board of Trustess to employ experienced investment counselors to advise it on
investment related motters. Todd Investment Advisers wos emgloyed during 1995-96 as the orincipal investment counselor.
National Asset Management, nvesco Inc., Brinson Partners, and WWellington Monagement Company also Were retained during
the 1995-96 fiscal yeor to provide investment counseling services. National Asset Monagement ossisted in the management
of approximately $880 million in bonds, while Invesco Inc. wos involved with monaging cbout $690 million in equity investments.
Brinson Partners wos responsible for managing approximately $510 million in equities, and Wellington Monagment Company
monoaged about $540 million in equities. in addition to monitoring the investment counselors, the in-house investmant stoff
managed about $2.3 billion of fixed income and equity assets. All of the investment firms are required to work within the some
broad abjectives, portfolio constraints, and administrative guidelines. Five investment counselors plus on in-house stoff provide
the Board of Trustees with a diversification of management that is appropriate for a $6.9 billion fund. The Formers Bank & Capital
Trust Compony, located in Frankfort, Hentucky, wos retained in 1995-96 os the Custodian of Securities.

The investment portfolio sxperienced considerable growth in both par ond book vaiues during the year. The par value of the
portfolio increased $782 million, or 12.4%, to o totol of $7.1 billion at year-end. The book value of the fund correspandingly
increosed 13.3% during the year. TheSystem eamed in excess of $775 million of investment income during 1995-96; investment
income excludes monies eomed but not received by the end of the fisca! yeor. The income resulted from interest, dividends,
rental income, lending income, and gains. At year-end, the "net indicated vield" on fixed income investments at par valug was
5.41%. The 'indicated dividend yield" on common stocks wos 2.8 /7/%.

The osset allocation of investments at par value was somewhat different al the beginning of the fiscal year to what it was on
June 30, 1996. During the 1995-96 fiscal year, the stock position increosed from 36.5% of assets to 41.4%. The portion of
the portfolio in Government securities decreased from 41.3% to 35.8%. The cosh position increased during the yeor, going
from 8.1% to 8.9% of ossets. The real estote equity position remained a relatively small portion of the System's portfolio at
approximately 2.1%.

The charts on the follewing pages grophically display the growth that is discussed in the preceding poragraghs ond also
depict the growth of the System over the last twenty years. Following the charts is o summary descaiption of investments
held at June 30, 1996. The pages thereafter provide o detciled listing of oll investments held on June 30, 1996. The System
annually produces o detailed investment report that is availoble on request.
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Investment Section

DISTRIBUTION OF INVESTMENTS
" June 30, 1996
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InvestmenT Portrouo GrRowTH
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INveSTMENT SecTiON

InvesTmenT INcome GROWTH

INcwwbes AMORTIZATION
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InvesTment Secion

ScHepuLe OF INVESTMENTS

as of June 30, 1996

Pan Vawe* on

Ner Annuat InTerest/

INveSTMENT PerceNtAGE OF RemaNING  PAINGPAL InpicATeD DiviDenp ANNUAL

TotaL Balance IncOMe Yiewn
Repurchose Agreements 8.91% $ 632.000,000.00 $ 34,392,400.00 5.43%
Total Short Term 801% $  632,000,000.00 $ 34,3992,400.00 5.43%
Treasuny Notes ond Bonds 24 .39% $ 1,730,728,000.00 $  115,006,361.38 6.65%
Agencies 611% 43%3,090,612.39 ©9,503,799.03 6.80%
Ship Bonds (Title XI) 07% 5,113,983 .67 419,517.99 8.90%
GNMA (Single Fomily) 21% 14,980,675.59 1,995,883.57 8.18%
Collateralized Mortgage Obligations o939 16,349,759 78 1,951,570.66 7.65%
Treosuny Strip Bonds 4.76% 337,466,080.00 13,751,978.37 4.07%
Other Miscelloneous 00% 39.887.09 986.61 3.00%
Total U.S. Government Obligations 35.77% $ 2,538,591,991.68 $ 0 161,179.319.91 6.35%
industrials 2.37% $ 168,730,077.79 $ 19,647.000.33 7.50%
Finance 6.96% 443 997, 852.99 30,132,990.99 579%
Utilihy Bonds (Except Telephone) 57% 40,755,000.00 0 459,355 74 6.03%
Teleghone Bonds B8A%, 59,350,000.00 4,461,717.89 7.59%
Railroad Obligations 15% 10,646,000.00 939,989.49 8.76%
Total Corporate Bonds 10.19% $  793,478,930.78 $  50,639,583.62 7.00%
FHA & VA Single Fomily Morigoges 03% $ 1,064,699.97 kS 147.856.05 7.53%
Project Mortgages (FHA & GNMA) 1.64% 116,996,726.77 10,807,663%.99 9.94%,
State ond Local Government Issues 09% 1,205,000.00 101,220.00 8.40%
Total Other Fixed Income 1.69% $120,166,419.74 $ 11,056,740.04 9.20%
Subtotal (Fixed Income) 56.56% $ 4,014,937.342.90 $ 957,191,043.57 5%
Real Estate Equity 2.07% b 146,756,696.56 $ 13.946,805.97 9.50%
Toto! Reol Estote €quity 92.07% $ 146,756,696.56 $ 13,946,865.97 9.50%
Common Stocks  58,463,778.00 Shares 39 45% $ 9.30%,190,110.49 3 62,398,579.97 eN%
Preferred Stocks 712,900.00 Shores 07% 4,699,629.00 498,595.48 Q.19%
Stock index 20,098,916.00 Shaores 8.85% 697,996,200.94 21,598,049.09 3.44%,
Total Stocks 79,275,594.00 Shores 41.37% 3 9,035 ,815,939.66 % 84,355,993% .77 9 87%
Subtotal (€quity) 43 44% % 3,089,579,566.99 ¢ 98,302,089.04 2,169,
Total lnvestmants, Income & Yield 100.00% $ 7.096,809,908.49 $  3G65,493,1392.61 5.01%

* These figures reprasent the por volue for the fixed income investments ond the cost of stocks. The totol book valus and morket value
of KIRS investments are understandably different from the por value. The bock value of fixed income investments, excluding
repurchase agreements, at June 30, 1996 was $3,263,241,966; the market value wos $3,271,458,078. The por ond book values
of stacks, which are the same, were $9,935,815,940 for June 30, 1996 the market value of stocks was $3,815,899,663. Market
value con be o highly volatile measure that chonges daily ond is particularly important when trading securities. Detailed information
concemning the book values ond morket values of KTRS securities is available on request.
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Investment Section

Deraited UsTING OF INVESTMENTS
SHORT Team INVESTMENTS

Prr Vawe of Remainng PaNciPAL
SecuRiTy Coupon Matuairy Balance

BeruacHnse AGREEMENTS:

Repurchase Agreement 5.350 Q710196 % 100,000.000.00
Repurchase Agreement 5.390 07/02/96 95,596,700.00
Repurchase Agresment 5.390 07/02/396 7,436,500.00
Repurchase Rgreement 5.590 Q7/02/96 102,966,800.00
Repurchose Agresment 5410 07/02/96 30.000,000.00
Repurchase Agreement 5410 07/02/96 £0.567,300.00
Repurchose Agreement 5410 07/02/96 $,2592,700.00
Repurchose Agreement 5.410 Q7/02/96 766,406.00
Repurchose Agreement 5.410 07/02/96 £0,000,000.00
Repurchose Agreement 5410 07/02/96 92,413,600.00
Repurchase Agreament 5.450 07/03/96 31,038,300.00
Repurchase Rgreement 5.450 Q7/03/96 12,518.000.00
Repurchose Agreement 5.450 07/03/26 1.288,500.00
Repurchase Agreemant 5.450 07/03/96 13,160,700.00
Repurchase Agreement 5450 07/03/96 1,955,000.00
Repurchose Agreement 5.450 07/03/96 £0.,633,700.00
Repurchose Rgreement 5.450 07/03/96 115,406,006.00
Repurchase Agresment 5.550 07/01/96 3,394,000.00
Repurchase Agreement 5.550 G7/01/96 £6,000,000.00
Repurchose Agreement 5.550 Q7/01/96 18,786,000.00
Repurchose Agreement 5.550 07/01/96 15,000,000.00
Repurchose Agreement 5.550 07/01/96 34,616,100.00
Repurchase Agreement 5.550 07/01/96 £.803,200.00
Tetol Repurchase Agreements $ 632,000,000.00
TOTAL SHORT TEAM INVESTMENTS $ 632,000,000.00

U.S. Government OBLGATIONS

Prr Vawe or AemaiNing PRINCIPAL
SecuRITy Couron Matuaity Balance

Trensury Bonps anp NorTes:

U'S Treosury Bonds 6.250 08/15/23 $  5,000,000.00
U S Treosury Bonds 6,250 08/15/23 10,000,000.00
U S Treasury Bonds 6.9250 08/15/923 7.G00,000.00
U 'S Treosury Bonds 6.250 08/15/23 10,600,000.00
U S Freasuny Bonds 6.950 08/15/23 £,000,000.00
U S Treasury Bonds 6.250 08/15/23 2,000,000.00
U S Treasury Bonds 6.250 08/15/23 £.000,000.00
U 'S Treosuny Bonds 6,250 08/15/23 7.000,000.00
U'S Treosury Bonds 6.250 08/15/23 2,000,000.00
U'S Treasury Bends 6.250 08/15/23 5.000,000.00
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InvesTmenT Section

U.S. Government OBUGATIONS (CONTINUED)
¥

i Pra Vale on Remaning PRINGRAL

Secuairy Couron Matuairy Batance
{
! " Taensury Bonps anp Notes (Cont.):
U S Treasury Bonds 6.250 08/15/23 $ 15,000,000.00
! ] U S Treasury Bonds 6.950 08/15/23 5,000,000.00
O U S Treasury Bonds 6.250 08/15/23 10,000,000.00
U S Treasury Bonds 7.195 08/15/93 4,500,000.00
U S Treasury Bonds 7.195 02/15/23 1.000,000.00
U 'S Treosury Bonds 7.9250 05/15/16 15,000,000.00
U 5 Treosury Bonds 7.950 05/1516 4,000,000.00
U S Treasury Bonds 7.950 05/15/16 5,000,000.00
U S Treosury Bonds 7.9250 05/1516 1,000,000.00
U S Treasury Bonds 7.950 05/15/16 3,000,000.00
U S Treasury Bonds 7.250 05/15/16 £,000,000.00
U S Treasury Bonds 7.950 05/15/16 £,000,000.00
U S Treosury Bonds 7.250 05/15/16 £,500,000.00
U S Treosury Bonds 7.500 111516 5,000.000.00
U S Treosury Bonds _ 7500 11/15/16 3,500.000.00
! U S Treasury Bonds 7.500 11/15/16 £5,000,000.00
: U S Treasury Bonds 7.500 111516 5,000,000.00
U S Treasury Bonds 7.500 181516 5,000,000.00
! U S Treasury Bonds 7.500 /15716 £,000,000.00
1 g U S Treasury Bonds 7.500 11/15/16 15,000,000.00
U S Treasury Bonds 7.500 111516 35.500,000.00
f U S Treosury Bonds 7.500 11/15/24 90,000,000.00
: \ U S Treosury Bonds 7.695 02/15/25 10,000,000.00
: U S Treasury Bonds 7.695 02/15/25 2,000,000.00
U S Treasury Bonds 7.875 11/15/07 £.000,000.00
! U S Treasury Bonds 7.875 02/15/21 1,700,600.00
a U S Treasury Bonds 8.000 11/15/91 £,000,000.00
U S Treosury Bonds 8.125 08/15/19 10,000,000.00
U S Treosuny Bonds 8.195 08/15/19 292,500,000.00
U 'S Treasury Bonds 8.195 08/15/21 14,400,000.00
'S Treasury Bonds 8.195 08/15/21 15,000,000.00
U S Treasury Bonds 8.195 08/15/21 12,200,000.00
: U S Treosury Bonds 8.195 08/15/21 ¢,000,000.00
U S Treasury Bonds 8.950 05/15/05 10,000,000.00
’ U S Treosuny Bonds 8.500 02/15/20 7.180,000.00
, U'S Treosury Bonds 8.750 11/15/08 1,500,000.60
U S Treasuny Bonds 8.750 11/15/08 4,000,000.00
\ U S Treasury Bonds 8.750 11/15/08 1,500,000.00
U S Treasury Bonds 8.875 081517 5,005,000.00
U S Treasury Bonds 8.875 08/1517 2,9295,000.00
U S Treosury Bonds 8.875 08/15/17 £,000.000.00
U S Treosung Bonds 8.875 081517 4,500.000.00
U S Treosurny Bonds 8.875 08/15/17 10,000,000.00
U S Treasury Bonds 8.875 08/1517 10.000,000.00
U S Treasuny Bonds 8.875 08/1517 10,000,000.00
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INveSTMENT SecTion

U.S. Government OBUGATIONS (CONTINUED)

Paa Vawe oa RevaiNiNG PrINCPAL
SecurITy Couron Matuairy Balance

Taezasusy Bonps anp Notes (cont, ks

U 'S Treasuny Bonds 8.875 09/15/19 5 19,475,000,00
U S Treosury Bonds 8.875 02/1519 7,575,0C0.00
U S Treosun) Bonds 8.875 09/15/19 9,500,000.00
U S Treasuny Bonos 9.195 05/15/18 £,500,000.00
U S Treasuny Bonds 9.195 051518 2,300,0C0.00
U S Treasuny Bonds 9.375 02/15/06 10,060.000.00
U S Treosuny Bonds Q.375 09/15/06 6,250,000.00
U S Treosury Bonds 2.875 111515 3.100,000.00
U S Treosury Bonds Q.875 11/15/15 1.000,000.00
U S Treasury Bonds 10.375 111512 2,500,000.00
U'S Treasury Bonds 10.375 11/15/12 9,300,000.00
U S Treasury Bonds 10.375 11/15/1¢ . 2,600,000.00
U S Treosuny Bonds 16,575 11/15/12 14,000,000.60
U % Treosuny Bonds 10.750 08/15/05 14,000,000.00
U S Treasury Bonds 11.625 11/15/C4 £,500,000.00
U S Treasury Bonds 11.625 11/15/04 2,500,0C0.00
U S Treasury Bonds 12.000 08/15/13 7.5C0,060.00
US Treosuny Bonds 13.125 05/15/01 8.600,600.00
U S Treosuny Bonds 14.000 11511 13,200,000.00
U S Treosury Notes 4375 11/15/96 15,000,000.00
U S Treasury Notes 4.750 02/15/97 £2,000,000.00
U S Treasuny Notes 5.125 02/28/98 £,000,000.00
U S Treasury Notes 5.125 04/30/98 3,000,0C0.00
U S Treosury Notes 5.1¢5 19/31/98 5.000,000.00
U S Treosury Notes 5.185 19/51/98 15,000,000.00
U S Treosury Netes 5.195 19/31/98 10,000,000.00
U S Treosury Notes 5185 19/321/98 £,000,000.00
U S Treasury Notes 5.250 07/31/98 £7.G00,000.00
U S Treasury Notes 5.250 07/31/98 15,0600,C00.00
U'S Treasuny Notes 5.250 07/31/98 £,G600,600.00
U S Treosury Notes 5.950 01/31/01 15,000,000.C0
U S Treosury Notes 5.500 09/30/97 4,000,000.00
U S Treasury Notes 5.500 09/30/97 6,000,000.00
U S Treasury Notes 5.500 11/15/98 1,000,000.00
U S Treosury Notes 5.500 11/15/98 £3.000,000.00
U'S Treasury Notes 5.500 11/15/98 18,000,000.00
U S Treosuny Notes 5.500 04/15/00 10,000,000.00
U S Treasuny Notes 5.500 04/15/00 20,000,000.00
U S Treasury Notes 5.500 19/31/00 5,000,000.00
U S Treasury Notes 5.695 02/15/06 9,000,000.00
U S Treosury Notes 5.695 02/15/06 15,000,000.00
U S Treosury Notes 5.750 10/31/00 2,500,000.00
U S Treosury Notes 5.750 08/15/03 12,000,000.00
U S Treosury Notes 5.750 08/15/03 5,000,000.00
U S Treasury Notes 5.750 08/15/03 10,600,000.00
U S Treosury Notes 5.750 08/15/03 18.000,000.00
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INvesTMeNT SecTiON

U.S. Goveanment OBUGATIONS (CONTINUED)

Par Vawe of RevaiNinG Painceal
Secuaity CouroNn Maruaimy Batance

Treasupy Bonps anp Notes (cont,):

U S Treosury Notes 5.750 08/15/03 $  3,000,000.00
U S Treasury Netes 5.750 08/15/03 21,000.000.00
U S Treasury Notes 5.750 08/15/03 1,500.,000.00
U S Treasury Notes 5.750 08/15/03 3,000,000.00
U S Treosuny Notes 5.750 08/15/03 2,750,000.00
U S Treosury Notes 5.875 02/15/04 3,000,000.00
'S Treosury Notes 5.875 02/15/04 2.0006,000.00
U S Treosuny Notes 5.875 092/15/04 1.500,000.00
U S Treasury Notes 5.875 11/15/05 1,000,000.00
U S Treosury Notes 5.875 11/15/05 £5,000.0C0.00
U S Treasury Notes 6.000 10/15/99 £,000,000.00
U S Treasury Notes 6.000 10/15/99 8,000,000.00
U S Treosury Notes 6.000 10/15/99 3,000,000.00
U S Treasury Notes 6.000 10/15/99 3,000,000.00
U S Treosury Notes 6.000 10/15/99 7.000C,000.00
U S Treosuny Notes 6.195 05/15/98 £0,000,000.00
U S Treosuny Notes 6,185 05/15/98 15,000,000.00
U S Treasury Notes 6.950 01/31197 10,000,060.00
U S Treasury Notes 6.950 01/31/97 13,000,000.00
U'S Treosury Notes 6,250 05/31/00 ©5,000,000.00
U S Treasury Notes 6.250 08/31/00 £5,000,000.C00
U S Treasury Notes 6.250 02/15/03 4,000,000.00
U S Treasury Netes 6.850 02/15/03 3,000,000.00
U S Treasury Netes 6.950 02/15/03 15,000,000.00
U S Treosury Notes 6.250 02/15/03 2,000,000.00
U S Treasury Notes 6.950 D915/03 15,0C0,0C0.00
U S Treosuny Notes 6.950 09/15/03 15,000.060.00
U S Treosuny Notes 6.375 01/15/99 £0,000,000.00
U'S Treasury Notes 6,575 01/15/00 26,000,000.00
U S Treasury Notes 6.375 01/15/00 4,500,000.00
U S Treasury Notes 6.375 01/15/00 25,000,000.00
U S Treasury Notes 6.375 01/15/00 21,000,000.00
U S Treasuny Netes 6.375 0¥/15/00 8.000,000.00
U S Treasury Notes 6.375 08/15/02 12,000,000.00
U S Treosury Notes 6.375 08/15/02 7.0G0,000.00
U S Treosury Notes 6.375 08/15/02 £,000,000.00
U S Treasury Notes 6375 08/15/02 5.500,000.00
US Treosun, Notes 6.375 08/15/02 3,000,000.00
U S Treasury Notes 6.375 08/15/02 7.000,000.00
U S Treosury Notes 6.500 05/15/05 9,000,000.00
U S Treasury Notes 6.500 05/15/05 £,000,000.00
U S Treasuny Notes 6.500 05/15/G5 3,000,000.00
U S Treasuny Notes 6.500 08/15/05 3,000,000.00
U S Treasuny Notes 6.500 08/15/05 10,000,000.00
U S Treasurny Notes 6.500 08/15/05 £,000.000.00
U S Treasuny Notes ©.750 04/30/00 £,000,000.00
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U.S. Government OBUGRTIONS (CONTINUED)

Par Vawe of RemAiNING PRINGIPAL
Secuanry CoUPON Matuarry Batance

Treasury Bowps ae Nores (cont,):

U S Treosury Notes 6.750 09/28/97 $ 25,000,000.00
U S Treasury Notes 6.750 05/31/97 24,683,000.00
U S Treasury Notes 6.750 05/31/99 2.000,000.00
U'S Treasury Netes 6.750 06/30/99 95,000,000.00
U S Treasury Notes 6.750 04/30/00 10,500,000.00
U S Treasury Notes 6.875 04/30/97 4,000,000.00
U S Treasury Notes 6.875 04/30/97 1,000,000.00
U S Treosury Notes 6.875 05/15/06 5,000,000.00
U S Treasury Notes 7.000 04/15/99 15,000,000.00
U 'S Treasury Notes 7125 02/29/00 10,000,000.00
U'S Treasung Notes 7.950 05/15/04 5.000.0C0.00
U'S Treasury Notes 7.500 11/158/01 ©,000,004.00
U S Treasury Notes 7.500 11/15/01 4,700,000.00
U S Treasury Notes 7.500 05/15/09 15,000,000.00
U S Treasury Notes 7.500 05/15/02 15,500,000.00
U'S Treasury Notes 7.500 05/15/02 30,000,000.00
U'S Treasury Notes 7.500 02/15/05 £0,006,000.00
U S Treosury Notes 7.500 02/15/05 15,000,000.00
U S Treosury Notes 7.500 0e/15/05 30.000,600.00
LIS Treasuny Notes 7.500 02/15/05 3.000,000.00
U S Treosury Notes 7.750 11/30/99 59,705,000.00
U S Treasury Notes 7.750 01/33¥/00 50,000,000.00
U S Treasury Notes 7.750 02/15/01 4,000,000.00
U S Treosurny Notes 7.875 08/15/01 4,000,000.00
U'S Treosury Notes 8.0C0 08/15/99 1,000,000.00
U S Treasury Notes 8.000 08/15/99 7.000,0G0.00
U S Treasury Notes 8.000 08/15/99 6,200,000.00
U S Treasury Notes 8.500 05/15/97 8,000,000.00
U 'S Treosury Notes 8.500 C2/15/00 £,000,000.G0
U S Treosury Notes 8.500 02/15/00 6,500,000.00
U S Treesury Notes 8.500 11/15/00 ' 10,0GC,000.00
U S Treasuny Notes 8.875 11/15/98 500.600.00
U S Treasury Notes 8.875 11/15/98 14,400,006.00
U S Treasury Notes 8.875 11/15/98 £5,000,000.00
U 'S Treasury Notes 8.875 05/15/00 £,500,000.00
U S Treasuny Notes G.125 05/15/99 3,250,000.06
U S Treasury Notes 9.125 05/15/99 8,400,000.00
U S Treasury Notes 9.125 05/15/99 7.G00,0C0.00
U S Treasury Notes 9.195 05/15/99 4,260,000.00
Totol Treasury Bonds and Notes $ 1,730,798,000.00

Fepennl Acencies:

FHLB Bonds 6.270 01/14/04 $  9,000,000.00
FHLB Notes 5.950 05/21/98 £,000,000.00
FHLE Notes : 6.250 06/26/98 5,000,G00.00
FHLB Notes 5.695 06/26/98 5.000,000.00
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InvesTMenT Section

U.S. Government OBUGATIONS (CONTINUED)

Par Vawe oR Remaming PaINceRL
Secuarmy CoupoN Matuaity Batance

Feperny Aoencies (CONT.):

FHLB Notes 7410 03/27/G0 $ 10,000,600.00
FHLB Notes 8.0C0 08/09/10 1,000,000.00
FRLMC {(Gold) Pool # €00408 6.50C0 12/0310 14,356,724.56
FHWMC (Gold) Pool # A01533 8.500 0Q/01/20 12,557,720.76
FHLMC (Gold) Pool # €00425 6.000 0431711 5957.144.40
FHUMIC Debs 5.600 03/01/99 2,000,000.00
FHUMC Debs 7.070 0//20/05 2,500,000.00
FHLUMC Freddie Mac Group 14-0527 8.600 10/01/08 4,092,096.26
FHUMC Mult Mg Cifs Ser 53 CL53-R 9.500 08/15/20 313,153.20
FHUMC Notes 5.400 03/16/98 4,120,000.00
FHUC Notes 5.990 03/06/01 10,000,000.00
FHUMC Notes 8.010 04/13/05 £,000,000.00
FHLMC Notes 8.020 08/24/09 8,500,600.00
FHUMC Ser 149 F 8.5C0 08/15/21 6.614,927.50
FNMA $.900 03/10/04 3,000,000.00
FNMA 6.950 091002 5,000,000.00
FNMA 8.250 11/01/22 £,000,000.00
FNMA Q.200 09/11/00 3,000,006.00
FNAA 9.200 09/11/00 7.015,000.00
FNAMA MTN 5.200 04/30/98 4,750,000.00
FNMA AMTN 5,220 O07/10/98 15,000,000.00
FNMA MTN 5.830 Q2/20/01 3,350,000.00
FNME MTN 7.130 07/06/05 £,000,600.00
FNMA MTN 7.250 06/01/05 £,000,000.00
FNMA Poot # 190723 6.0C0 04/01/24 14,217,151.18
FNMA Poof # 340755 (Migs KY) 6.500 03/01/26 1,814,762.34
FNMA Pool # 340800 (Mtgs HY) 6.500 03/01/26 1,205,021.77
FNMA Pool # 124921 6.500 07/01/23 18,614,923.72
FNMA Pool # 190658 7.000 01/01/09 42,140,891.93
FNMA Pool # 250414 7.G00 12/01/25 93,120,719.38
FNMA Pool # 266220 6.500 19/01/23 2,074,071.95
FNMA Pocl # 303670 6.500 12/01/25 45,417,330.70
FNMRA Pool # 303673 6.000 12/01/25 20,610,684 .51
FNMA Pool # 331092 7.000 12/02/25 21,926,738.53
FNMA Pool # 347255 6.5G0 05/01/26 1.353,336.77
FNMA Pool # 347916 (Mitgs Hy) 7.000 0&/01/26 1,202,116.68
FNMA Pool # 360000 6.547 12/01/05 12,500,060.00
FNMA Pool # 3433006 &.500 04/01/26 2,049.816.13
FNMA Remic Tr 1990-24-H 9.250 07/25113 3,022,921.69
FNMA Remic Tr 1991-116-Y2 AL B 8.500 0712515 4,738,796.70
FNMA Remic Tr 1971-116-Y2 LB 8.500 G7/25/15 4,708,796.70
FNMA Remic Tr 1990-16-€ 2.000 03/25/20 5,396,733.04
FNMA Remic Tr 1990-16-€ 2.000 03/25/20 4,722,141 .41
FNMB-CL Pool # 303223 7.000 11/01/24 10,687.590.58
RFCO Strips 0.000 04/15/30 10,000,6C0.00
RFCO Strips 0.000 04/15/30 10,000,0G0.00
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U.S. Goveanment OBUGATIONS {CONTINUED)

Pra VAawe oa RemainiNg PaiNceal

Secuairy Couron Martunity Batance
Fepepnt Acencies (CONT.):

TVA Strip Principal Notes 0.000 0715/43 $ 3,000,000.00

TVA Strip Principal Notes 0.00G 07/15/43 750,600.00

TVA Strip Principal Notes 0.000 07/15/43 1,250,000.00

Tennesses Valley Authority Bonds 4.600 192/15/26 /.000,000.00
Total Federal Agencies % 433.990,612.39
Stie Bonps(Time XI):

Crowley Maritime 8.195 0911 3/99 & 1,280,983.97

Farrell Lines Inc Freedom 7.500 Q701/97 194,000.00

Farrell Lines Inc SF Ser | 7.950 06/07/04 1,576,000.00

Shipco 668 Series A SF 8.500 05/11/02 9,063,000.06
Total Ship Bonds (Title XI) $ 5.113,983.97
GNMA Sincle Famiv MorteReEs:

Mortgoge Pools Various various $ 14.980,675,59
Totol GMNA Single Family Mortgages $ 14,980,675.52
Counrernuzeo MonrTeRcE OBUGATIONS: .

O Coll Mg Sec Corp Ser 88-4 (LB 8.750 04/20/19 $ 900,471.04

CMO Coll Mig Sec Corp Ser 88-4 (LB 8.750 04/20/19 3,587,117.36

CMO FHMC 1494 CLPJ 6.850 01/15/22 £,000,000.00

MO FHMC 1645 CLPD 4.500 09/15/08 4,000,000.00

VO FHUMC Remic 129-G 8.850 05/15/20 3.000,000.00

CMO Merrill Lunch Trust 26 € 7.300 0701116 1,490,499.40

CMO Trust 43 Ser ¥ 8.200 05/20/04 1.571.664.98
Total Collateralized Mortgoge Chbligations $ 16.349,752.78
Teasuay Stae Bowos:

CATS (Treasury Securities) AU 0.000 0e/15/04 $ 4,600,000.C0

CATS (Treosury Securities) U 0.000 02/15/01 1,100,000.00

CATS (Treasury Securities) U 0.000 02/15/02 10,800,000.00

CATS (Treasuny Securities) U .000 08/15/0¢ 5,500,000.00

CATS (Treasury Securities) U 0.00C 0RA15/03 5.000,000.00

(ATS (Treasury Securities) UR 0.000 02/15/02 3,300,000.00

CATS (Treosury Securities) VGLOT 0.000 11/15/03 10,297,000.00

CATS (Treosury Securities) 7 0.000 05/15/0% 5,000,000.00

Call Treasuny Corpus 0.0C0 02/15/10 £,210,G00.00

Coll Treosury Corpus 0.000 021510 £.,000,000.00

Call Treosury Receipts 0.000 11/15/11 £,520,000.00

Principal CATS Series R 0.000 08/15/04 45.600,000.60

Principal CATS U 0.000 081504 £2,600,000.00

Principal CATS U 0.000 08/15/04 5,004,000.00

TIGA'S (Treasury Securities) | 0.600 11/15/05 5,012,000.00

TIGR'S (Treosury Securities) 18 0.000 02/15/02 2,072,000.00
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U.S. Goveanment OBUGATIONS (CONTINUED)

Par Vate on RemaninGg PaINceaL

Securimy Couron Maruairy Batance
Tneasury Staie Bonps {cONT.):
Treosun) Receipts 0.000 05/15/04 $ 2,170,080.00
U S Treosuny Principal Strips 0.C00 08/15/00 £5,000,000.00
U S Treasurny Principal Strips 0.G00 11/15/01 £5,000,000.00
U S Treasury Principal Strips 0.000 05/15/20 45,000,000.00
U S Treosury Strip Bonds 0.000 01597 6,250,000.00
U'S Treasury Strip Bonds 0.000 11/15/97 8,700.,0C0.600
U S Treasury Strip Bonds Q.0co 11/15/97 17.400,000.00
U S Treasury Strip Bonds 0.000 02/15/02 428,000.00
U S Treasury Strip Bonds 0.000 02/15/02 5,000,000.00
U S Treosury Strip Bonds 0.000 11/15/03 373,600.00
U S Treosury Strip Bonds 0.000 11/15/04 43,000,000.00
U S Treasury Strip Bonds 0.000 11/15/05 1,000,000.00
U S Treasury Strip Bonds 0.000 05/15/09 3,000,000.00
U S Treasury Strip Bonds 0.C00 05/15/09 3,000,000.00
U S Treasury Strip Bonds 0.000 05/15/09 2,000,000.00
U S Treasury Strig Bonds 0.000 11/15/11 15,600,000.00
U S Treosury Strip Bonds 0.000 08/1514 3,800,000.00
Total Treasury Strip Bonds $  337,466,080.00
Omen Misceunneous:
FHA Certificate of Claim 3.000 $ 32.887.02
Total Other Miscelicneous $ 39,887.02

TOTAL U, S. GOVERNMENT OBLIGATIONS

$ 2,538,591,991.68

Corronrate BONDS

Par VAwe or Remaming PrinceAL

Secuaimy Couron Maruairy Batance
INDUSTRIALS:
Abbot: Laboratories Nts &.800 05/15/05 $ 9,000,000.00
Abbott Laboratories Nis 6.800 05/15/0% 4,000,060.00
Afuminum Co of America Notes 5.750 02/0%/01 2,000,000.00
American Home Products Notes 7.900 09/15/05 3,000,000.00
Arie! Properties Inc Mg Nis 7.000 07/01/98 113,336.86
Rtlantic Richfield Debs 9.000 05/01/31 14,500,000.00
Burlington Resources Inc Nis Q.695 06/15/00 3,000,006.00
Burlington Resources Inc Nts Q.625 06/15/0 £,000,000.00
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Conrrorate BONDS (CONTINUED)

Paa Vawe or Remaming PRINGPAL

Secupy CouroN Maruarmy Batance
InpusTaIAS (CONT. 3i
Chevron Corp Trust Fund Nts 8.110 192/01/04 $ 10,500,000.00
Chevron London 1st Prfd Ship Mig 7.700 Q907197 137.484.12
Corning Glass Waorks Debs 8.875 03/15/16 5.000.,000.00
Davton-Hudscn Corp SF Debs Q.500 10/15/16 1,000,000.00
Dover Corp Notes 6,450 11/15/05 2,600,000.00
Dresser Industries Inc Notes 6.950 06/01/G0 5,000,000.00
Dupont (€ 1) deNemours Delos 6.060 12/01/01 8,000,000.00
Dupont (€ 1) deNemours Debs 6.000 192/01/01 4,000,000.00
Dupont (€ ) deNemcurs Debs 6.000 12/01/01 4,000,000.C0
€aton Corp Debentures 8.G00 08/15/06 1,800,000.00
€merson Electric Co Notes 6.300 11/01/05 1,000,000.00
Fohrmey Paul L 1st Prfd Ship Mig 7.700 0%/08/97 137,484.12
Ford Motor Co Nis 8.875 04/01/06 3,045,000.00
B Corp Debs 7.000 10/30/95 1,000,000.00
IBM Corp Debs 7.000 10/30/25 14,775,000.00
IBM Corp Debs 7.500 06/15/13 1.000,0C0.00
J C Pennay Co Nis 6.3575 09/15/00 £,000,0G60.00
Marion Merrell Dow-ASOP Debs 9.110 08/01/05 4,183,835.19
May Department Stores Debs 9.125 19101116 3,000,000.00
Mobil Ol - €50P Debs ©.170 02/29/G0 5,637,957.50
Pfizer Inc Nts 6.500 02/0Y /97 3,000,000.00
Prilip Maorris Cos Nts 7185 12/01/99 10,000,000.00
Philip Morris Cos Nts 2.000 05/15/98 6,000,000.00
Procter & Gamble-£SOP Debs Q380 01/01/21 6,900,000.00
Sara Lee Corp Notes 6.000 19/05/05 2,000,000.00
Sears Roebuck Acceptonce Conp Notes 6.9920 03/25/99 1,000,000.00
Sysco Corp Notes 7.000 05/01/06 2.000,000.00
United Technolegies Corp Notes Q.320 02/05/21 3,000,000.00
Wal-Mart Stores Notes 5.875 10/15/05 3.000,000.00
Wolt Disney Co Bonds 6375 03/30/01 £0,000,000.00
Jolt Disney #144A Reg Sr Notes 1.500 10/20/99 3,000,000.00
WMX Technologies Inc Notes 7.195 06/15/01 1,000,000.00
Total Industrials $ 168.730,077.79
FilANCE:
AT&T Capital Corp MITN 6.730 05/12/98 $ 1,060,000.00
American Express Cr Co SrNis 7.750 03/01/97 <,000,000.C00
American Express Cr Co SrNts 7.750 03/01/97 1,000,000.00
Ron Corp Notes 6.875 10/01/99 3.000,000.00
Associates Corp NA Nts 7.500 05/15/99 7,000,0C0.00
Associates Corp NA Nts 9.195 04/01/00 7,500,000.00
Associates Corp of North Americo 5.950 03/30/00 £,000,000.00
Associotes Corp of North Americo 8.375 01/15/98 5,000,000.0C
Banc One Cr Card Mstr Tr 95-8 CLA 6.300 10/15/02 2.000.,000.00
Bankamerica Corp Notes 6.850 03/01/03 10,600,000.00
Bonkomerica Corp Notes 71825 05/19/05 7,000,000.00
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Conronrate BONDS (CONTINUED)

Paa Vawe o RemainnG PrINGeAL

SecuriTy Coupon Matugiy BawaNce
Eivrnce {cont.):
Beneficial Finonce Corp Notes 5.750 07/21/99 $  3,000,000.00
Beneficiol Finonce Corp Notes 5.750 O7/21/99 7.000.000.00
C& S/ Sovran Corp Q.750 06/15/99 1,000.000.00
Capital Holding Corp MTN 7.820 06/23/04 2,500,000.00
Chemical Moster Cr Card Tr 95-3 A 6,230 04/15/05 19,125,000.00
Citicorp Notes 7.195 09/01/05 90,000,000.00
College & Univ Fadility INTR 2 (LD 4.000 06/0118 8,070,000.00
Commerciol Credit Notes 8.500 02/15/98 5.600.,C00.00
Discover Cord Master Trust $3-2 R 5.400 11/16/01 15,165,060.00
Discover Card Trust 1991-D Class A 8.000 10/16/00 £0,000,000.00
First Deposit Moster Trust 95-2 &.050 08/15/02 19,2C0,000.00
First Union Corp Notes 6.550 10/15/35 2,000,000.00
First Union Corp Notes 0.625 07/15/05 2,000.000.00
First Union Corp Sub Debs 6.550 10/15/35 1,000,000.00
Ford Credit 1994-A Grontor Trust 6.350 05/15/99 i,603,591.85
Ford Credit 1994-A Grontor Trust 6.350 05/15/9¢ 641,436.74
Ford Credit 1994-A Grantor Trust 06.350 05/15/99 1,603,591.85
Ford Credit 1994-R Grantor Trust 6.350 (05/15/99 041,436.74
Ford Credit 1994-8 Granter Trust 7.300 10/15/99 1,466,415.98
ford Credit 1994-8 Grantar Trust 7.300 10/15/G9 Q77.610.66
Ford Motor Credit Notes 5.750 01/25/01 3,000,000.00
Ford Motor Credit Notes 5.750 01/25/01 £,000,000.00
Ford Motor Credit Notes 8.000 01/15/99 5,400,000.00
Ford Motor Credit Notes 8.000 120197 5,000,000.00
Ford Motor Credit Notes 8.200 02/15/02 2,000.000.00
Ford Motor Credit Notes 2.030 19/30/0G 1,400,000.00
Ford Motor Credit Notes 7.875 O1/15/97 4,000,000.60
Generat Clectric Cap Corp Nts MTN 9.190 07/16/09 3,000,000.00
General Electric Copital Corp 8.700 09/15/03 ©,000,000.00
General €lectric Credit Corp Delos 5.500 11701701 4,000,6G0.00
GMAC 94-A Granter Trust $.300 06/15/69 1,546,887.79
GMAC 94-A Granter Trust 6.300 06/15/99 3,093,775.59
GMRAC 94-A Grontor Trust 6.300 06/15/99 618,755.12
GMRC 95-A Grantor Trust 7.150 03/15/00 3,962,617.98
GMAC 95-A Grantor Trust 7.150 03A15/00 2,476,635.80
GMAC 95-A Grantor Trust 7.150 03/15/00 G90,654.39
GMAC Debs 8.695 06/15/99 4,000,000.00
GMAC Debs 8.685 06/15/99 6,000,000.00
GMAC Notes 5.695 02/15/01 1,000,CC0.00
GMAC Notes 5,685 09/15/01 £.000,600.00
GMAC Notes 6.750 03/15/03 £.000,000.00
GMRC Naotes 7.500 Q7/29/99 ©,000,000.00
Goldman Sachs Notes #144A Reg 7.875 0¥/15/03 14,000,000.00
J P Morgen & Co Notes 7.250 10/01/10 9,000.,000.00
J P Morgon & Co Notes 7.695 09/15/04 £,000,000.00
tiberty National Bank & Trust Notes . 6./50 C6/01/03 £,000,000.00
Liberty National Bank & Trust Notes 6,750 06/01/03 £,0006,000.00
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Conronnte BONDS (CONTINUED)

Par Vawe or RemaininG Paincieal

Secuniry CouroN Maruaity Batance
Finance (conT. )
MBNA Bank Corp MTN 7.300 08/17/98 $ 6,000,000.00
MBNA Master Credit Card Tr Series 91-1 7.750 10/15/28 5,000,000.04
MENA Maoster Credit Card Tr@1-1 A 7./50 10/15/98 1,666,666.68
Merrilf Lynch Asset Backed Corp 5.500 05/15/98 957.961.47
Metropoliton Life 144-A Surplus Nis 7.800 11/01/25 12,G600,000.00
Maorgan Stanfey Group Notes 5.625 03/01/99 1,000,000.00
National City Kentucky Sub Notes ©.300 Co/5/11 £.000,000.00
Nationsbank Corp Notes 5.375 04/15/Q0 5,000,000.00
Nationsbank Corp Notes 6.875 02/15/05 2,500,000.00
Nationwide (SN Trust Notes @.875 02/15/25 14,000,000.00
Premier Auto Trust 99-5 4.550 03/15/98 958,954.08
Premier Auto Trust 92-5 4.550 03/15/98 430,425.46
Premier Auto Trust 92-5 4.550 03/15/98 179,169.39
Premier Ruto Trust 93-4 4.650 02/02/9¢ 4.456,692.15
Premier futo Trust 95-3 6.150 03/06/00 14,000,000.00
Premier Auto Trust 95-4 CL R4 6.000 G5/06/00 £9,000,0C0.00
Railcar Trust Notes 1992-1 7.750 06/01/04 5.58%,276.00
Stendard Credit Cord Trust 95-10A 5.000 02/07/01 £,500,000.00
Stondord Credit Cord Trust 95-10 A 5.900 02/07/01 24,000,000.00
Standard Credit Card Trust 95-3 A 7.850 0R/G7/02 192,680,000.00
Torchmark Corp 8.695 a3/0117 1.000,000.00
Travelers Greup Inc Notes $.500 0%/01/02 £.000,000.00
Travelers Group Inc Notes 6.875 06/01/95 £.000,000.00
Uachovio Bank Notes 0.605 10/1795 £,000,000.00
Wisconsin Hsg & €conomic Dev Auth 6.450 07/0114 4,509,600.00
World Omni 95-A Auto Lleose Sec Tr 6.050 11/25/01 £4.000.000.00
Total Finonce $  443,997,852.99

Unury Bonps (€xcept Teerrone):

Cajun €lactric Pur CO-OP Inc 9.520 03/15/19 i) 3,000,000.00
Georgia Pouser Co 1st Mig 5.500 04/01/98 10.000,000.00
Kentucky Utilities Co 1st Mig 5.950 - 06/15/00 500,000.00
Kentucky Utiiities Co 1st Mig 5.950 06/15/00 3,000,000.00
Pacific Gas €lec 1st Ref Mg GO 6.685 06/01/00 1,000,000.00
Philadelphia Clectric 1st Ref Maort 7.125 08/15/23 1,0C00,000.00
Potomac €dison Co st Mig 8.000 06/01/06 3,000,000.00
Pub Ser €lec Gas 1st Ref Mg 6.000 Q1/Gi/98 £.,500,000.00
Pub Ser €lec Gos Debs 6.000 07/01/28 ©55,000.00
Southern Calif €dison 1st Bef Mort 5.600 01/15/67 4,000,000.00
Southern Californio €dison Debs 5.875 01/15/01 2 00C,000.00
Southern Cafifornia €dison Notes 0.575 O1/15/06 3,000,000.00
Soylond Power Rural Electric Co-op ©.700 0%/30/17 2,500,000.00
Union €lectric Corp st Mg &. 750 10/15/99 5.000,000.00

Total Utility Bonds $  40,755.000.00
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INVeSTMENT SEeCTION
Conrorate BONDS (CONTINUED)
Pan Vawe oa Revaming Pamaeat
Secuairy CouroN Maruriry Balance

I

' Taeptione Bonos:

" AT&T Corp 6.000 08/01/00 $ 1,000,000.00

i Ameritech Copital Debs ©.100 06/01/16 8,000,000.00
Bellsouth Telecommunications Debs 7.500 06/15/33 ©,000,000.00
Central Telephone MTN &.875 09/21/04 : 1,000,000.00
Gen Telephone Midwest 1st Mg F 7.500 02/01/01 200,000.C0
GT€ California 1st Mg 6.250 01/15/98 £,000,000.00
GTE Flerida Inc 8.000 03/01/01 950,000.00
GTE Flerida Inc 8.375 03/01/27 ©,000,060.00
Hawceiion Telephone 1st Mg S 6.750 04/01/98 100,000.00
New York Telephene Co Debs 6.700 11/01/23 £1.,000,000.00
Pacific Bzl Telephone Deb 5.875 02/15/06 1G,000,000.00
Rochester Telephone MTN 7.510 03/27/02 §.800,000.00
Southwestern Bell Tel Debs 6.750 06/01/08 1,000,000.00

1 U S West Communications Debs 8.875 06/G1/31 £.000,000.00

Tetol Telephone Bonds $ 59.350,000.00

|  Baugofd OBUGATIONS;

i

CSX Corp Nts 2.000 08/15/06 3 10,000,000.00
Sou Railway Memphis Div Ist Mg 5.000 07/Q1/96 53%,000.00
Virginia Southwestern Ry Ist Mg 5.000 01/01/33 107.000.00
Total Railroad Obligations $ 10,646,000.00
TOTAL CORPORATE BONDS $ 723,478,930.78

) OrHen Fixed Income INvesTMENTS

z Par Vawe or Remaining Paincieat
{ Secuanry CoupoN Maruarry Balance

l Sincle Frmily Monteaces:

FHA Mortgage VOrous $ 1.012.941.43
‘ VA Mortgoge various 951./751.54
‘ Total Single Family Mortgages $ 1,964,692.97

!
i (
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OtHer Fixed INcOMe INVeSTMENTS (CONTINUED)

Pas Vawe oR Revaning Paincieal

Security CouroN Martyairy Batance
Paosea Morrerees (FHA_& GNMA):
Americona Apts KY 22104 7.500 10/01/18 $ 4.042,893.95
Bedford Commons KY 221D4 8.000 11/01/23 1,193 85975
Bedford House KY 22104 7.500 O1/01/20 1,133,827.10
Beech Cresk Rpts KY 22104 7.500 08/01/21 1,908,969.49
Belleville Manor Apts KY 22104 7.500 11/01/19 589,693.89
Berrytown Apts KY 22104 8.000 09/01/24 1,301,i186.93
Bethony Circdle Kings Doughters IN 8375 03/01/0% Q02,115.27
{ambridge Square Apts KY 22104 7.500 110119 1,088,138.59
Carnoby Square Apts HY 221D4 7.500 26/01/19 1,116,762.08
Carroliton Villoge Apts KY 22104 7.500 09/01/20 1.800,636.26
Carter Court Apts KY 22104 7.5G0 09/01/20 1,187,967.66
Congregaotional Home Han 231 5.850 07/01/04 783,382.60
Coolavin Apts KY 221D4 7.500 04/01/22 9,997,900.30
Denver €d 5Sr Citzns 231 5.250 11/G1/03 496,579.46
Dixie Apts KY 221D4 7.500 05/01/118 1.018,067.38
&phroim McDowell Hosp HY £.000 01/01/01 1,349,799.05
Ferndale Apts KY 22104 7.500 08/01/23 3.478,591.71
Goinesway Villoge BY 22104 7.500 /0119 1,475,593%.774
Glenbrook Park KY 221D4 7.500 19/01/21 9,987,374.96
Grand Central Apis KY 22104 7.500 03/01/25 2.171,395.33
Grandview Apts KY 223F 8.875 08/01/29 1,321,752.37
Greater Corbin Mar KY 92104 7.500 03/01/41 3.247,007.41
Hollmark Ploza Ky 293F 8.500 06/01/11 947,510.98
Huntington Apts Ky 293F 7.500 08/01/28 9,393,852.64
Jockson Valley Apts KY 221D4 7.500 08/01/20 1.804,647.15
Jomestown Manor Ltd KY 22104 7.500 02/01/22 1,424,866.49
Lakeview Estates HY 29104 7.500 01/01/20 1,018,054.75
Lebanon Apts KY 22104 7.500 02/01/20 1,094,110.35
Lighthouse Sq Apts KY 223F 7.600 O1/01/27 4,657,284.66
Lin Meadows Homes KY 22104 7.500 11/01/22 951,668.18
Locust Ridge HY 22104 7.500 10/10/21 1,755,267.87
Longmont Christion Hsg 931 5.950 03/01/03 254,716,777
Madisen Ave Apts HY 22104 7.500 09/01/20 1.778,671.57
Manchester Heights Apts KY 22104 7.500 06/01/19 1,i12,163.92
Middletown Apts KY 92104 7.500 02/01/18 940,973 .81
Montgomery Square Apts KY 22104 7.500 05/01/19 1,111,303.38
Mountoin Monor HY 939 8.950 19/01/35 4,933 498,74
Mt Lebanon Cedars KY 22103 7.500 03/01/23 2,469,475.99
Oak Tree Yilla Apts KY 22104 7.500 05/01/23 3,959,683.95%
Panorama Lest KY 236 8.500 19/01/192 386,729.95
Pork Regenay Rpts HY 992104 7.695 05/01/¢8 2,101,606.34
Pine Ridge Apts KY 221D4 7.500 0Q/0118 747,352.75
Pinecrazk Apts KY 22104 7.500 10/01/17 512,288.93
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Investment Section

OtHer Fixed INcoMe INvesTMENTS (CONTINUED)

Paa Vawe or Remvaming PriNaraL
Secupity CouroN Marurimy Batance

Proxa Monrtences (FHA & GNMAY conn):

Regency Pork Apts KY 22104 7.500 05/01/18 $ 866,066.27
Regency Pork BG KY 22104 7.500 02/01/23 3,441,326.45
Ridgeway Mpts KY 22104 7.500 02/01/19 G47,212.01
Rucker Villoge Apts KY 29104 7.500 03/01/20 994,230.70
Salem Villoge | 232 LU 7.750 03/01116 889,598.07
Salem Village I 231 ILL 7.750 10/01/16 3,059,904.01
Sondefur Mancr KY 921D4 7.500 01/01/20 863,455.4¢9
Shepherdsville VLG KY 92104 7.500 05/01/20 1,950,497.43
Shively Apts KY 22104 7.500 10/01/21 2,930,8235.15
Southside Mancr KY £21D4 7.500 02/01119 1,287,420.60
Southwind Apts KY 223F 8.750 03/15/35 2,950,209.55
Town Branch Apts KY 22104 7.500 11/01/23 7006,996.72
Tree Top Apts KY 22104 7.500 11/01/20 1,043,214.37
Vernon Manor Ltd KY 22104 7.500 11101129 846,299.33%
Villoge Square Apts KY 223F 2.000 12/01/29 1,734,888.65
Walnut Hill Rpts KY 22104 7.500 05/01/19 1,493,157.71
Wessington House Apts TN 221D4 7.500 02/01/22 1,724,829 57
Westchester Circle HY 22104 7.500 04/01119 3,834.911.11
Westwood Apts KY 22104 7.500 10/01/23 1,130,041.31%
Wilderness Trail Mnr KY 22104 7.500 03/01/23 5,330,493.69
Wildwood Apts KY 22104 7.500 08/01/20 1,728,475.44
Willow Creek Apts KY 22104 7.500 08/01/923 1,305,253.5]
Woodsview Apts KY 29104 7.500 01/0119Q 1,294,107.60
Yorktown Apts KY £93F 7.500 06/01/28 5,734,097.15
Total Project Mortgoges  (FHA & GNMA) $ 116,996,726.77

Sware anD Local Goveanment Issues:

Ky Infrastructure Auth Bonds 1995-H 8.400 Q&/Q1/00 % 1,205,000.00
Total State and Local Government lssues $ 1,205,000.00
Total Other Fixed income Investments $ 190,166,419.74
TOTAL FIXED INCOME INVESTMENTS $ 4,014,237,342.90
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Secuniry

ReaL E€state €QuTY

Pas Vawe or Remaining Painceal

Bawance

Real €state Equity

FIA Profile Fund | - 1500 Units

K Mart Store Cold Springs KY

¥ Mart Store Terre Houte IN

K Mart Store Winchester KY
Kroger Revco Bowling Green HY
Kroger Revco Owensboro KY
Hroger Store Georgatown KY
Hroger Store Richmond KY
Lowe's Store Conroa TX

Lowe's Store Lafoyette IN
Lowe's Store Marion IN

Lowe's Store Poducah KY
Lowe's Store Pikeville KY

Ltowe's Store Sherman TX
Mercontile Ularehouse L'ville KY
Office Building 477

Rite Rid Horse Cave KY

Rite Aid Libarty KY

Som's Warehouse Paducoh KY
Walgreen's Store Chattanooga TN
LWalgreen's Store Chattanooga TN
Walgreen's Store Clarksville IN
Wiolgreen's Store €ost Ridge TN
Walgreen's Stere Jeffville 1N
Wialgrean's Store Knoxville TN
Woigreen's Store Nashville TN
WWai-Mart Store Hardinsburg KY
Wal-Mart Store Jefferson City TN
Wal-Mart Store Paris KY
Wal-Mart Store Princeton KY
Wal-Mart Store Shelbyvilie KY
Wal-Mart Store Williomstown KY
Uinn Dixie Bullitt Coy HY #1669
Winn Dixie Leichfield Y #1617
LWinn Dixie Lexington KY #1614
Winn Dixie Lexington KY #1639
Winn Dixie Somerset KY #1602
Winn Dixie St Motthews KY #1659

TOTAL REAL €STATE eQUITY

5.465,061.97
6.415,000.00
12,509.615.00
2,715,512.53
9,792,467.00
2,232,400.00
£,186,000.00
9,305,000.00
7.859,747.00
7,600,0C0.00
5,600,000.00
7,351,000.00
5,530,000.00
8,726,000.00
7.730,000.00
1.351.,496.76
370,000.00
397,700.00
3.600.,000.00
9,772.000.00
£,515,000.0C
5,403,460.00
2,283,800.00
2,692,894.00
1,954,945.00
2,588,060.00
©65,000.00
8,599,000.00
1,200,000.00
2,913,682.00
1,600,000.00
1.090,000.00
3.013,000.00
2,145,8335.00
3.639.167.00
3,407,000.00
3.090,472.00
4,348,457.00

146,756,626.56

Q06
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CoMMON STOCKS

StocH Numsea of SHages Cost

3 Com Corp 50,000.000 $ 2,596,565.00
360 Communications Co 113,366.000 9,694,396.65
AT&T Corp 400,000.000 34,238,810.00
Abbott Laboratories 264,000.000 33,585,389.79
RBCBancorp 2,300.000 34,951.95
Aetna Life & Cosualty Co 145,500.000 9,654,868.80
Air €xpress Intl 8.400.000 190,050.00
Air Products & Chemicals 400,000.000 15,733,093.57
Rircouch Communications 100,00G.000 3.211,310.00
Alaska Air Group Ine 15,700.000 362,379.50
Albany Intl Corp CL A 18,200.000 377,711.44
Allergon Inc £44,000.000 5.547,626.28
Allionce Pharm Corp 16,200.000 2008.575.00
Alliedsignal Inc 100,000,060 5,533,080.00
Alza Corp 298,000.000 5,797,303.50
Amerada Hess 150,000.000 7.,269,062.50
Rmerica West Rirlines 95,100.000 464,905.57
American €xploration £2,000.000 995,763.23
American €xpress £10,000.000 8,7656,146.00
American General Corp 350,000.000 6,761,037.50
American Home Products ©062,000.000 08,198,237.17
American Internaticnal Group 300,000.000 £3,546,248.47
American Mobil Satellite 36,200.000 700,275.00
Rmerican Notional BCP 10,400.000 10%,012.00
American Ae 160,000.000 6,264,949.20
Amerisource Health Corp CLA 13,500.000 386,587.59
Ameritech Corp 300.000.000 11,938,141.85
Amoco Corp 418,000.000 99,496,452.98
AMP Inc 100,006.000 9.643,346.08
Amylin Phormaceutical 20,100.000 153,130.55
Anchor Gaming 3,200.000 65,600.00
Aon Corp £04,150.000 9,205,530.90
Aoplebees Intl Inc 4,300.000 106,242.25
Apria Healthcare Group Inc 11,800.0G0 371,700.00
Arch Communications £,500.000 58,125.00
Ftlantic Richfield Co £00,000.000 ©3,507,.816.79
ARuspex Systems Inc 26,800.000 408,874.00
Autematic Data Processing Inc 520,4C0.000 19,696,472.26
Avon Products 498,200.000 15,798,161.02
Baltard Medical Products 8,200.060 151,486.89
Banc One 165,000.000 5,935,255.00
Bancfirst Corp 18,900,000 383,008.00
Bancorp Hawoii fnc 181,500.000 5.727.514.00
Bard (CR) inc 147,000.000 3,965,593.64
Borrelt Resources ©,700.000 £45,558.50
Boy Networks Inc 50,000.000 2,401,250.00
Beckman instruments 95,200.000 1,970,938.88
Beverly €nterprises £10,000.000 2,991,3526.00

91,900.000 218,790.00

Big 8 Inc
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ComMMON STOCKS (CONTINUED)

Stocs Numser oF SHares Cost
Biogen inc £4,800.000 738,553.58
Biomet Inc £9,700.000 578,866.00
Birminghom Stee! 35,400.0C0 2,199,268.00
Bisys Group inc 10,700.000 301,600.44
B8MC Software 60,000.000 9,019,376.00
Boeing Co ©75,300.000 21.816,397.50
Boole & Babboge Inc 11,350.000 281,861.50
Borg-Warner Autometive Inc 5,000.0C0 149,075.00
Boston Beer Co Inc B 10,000.000 940,675.00
Boston Technology 56,400,000 745,575.00
Bostonfed Bancorp Inc 16,400.000 195,146.95
Brinker Intl 70,000.000 1,118,166.00
Bristol-Muers Squibb 245,000.000 17,9299,1/8.98
Browning-Ferris ind 470,000.000 192,286,732.50
Burlington Northern Santa Fe Corp 448,700.000 32,999,551.04
Burlington Resources 200,000.000 7,500,100.98
Bush Boaoke Rllen Inc 8,400.000 957,7292.69
Combrex Corp 3,8C0.000 144,496.56
Cameo Intl 7.460.000 177,321.96
Canandaigua Wins A 7.000.000 9351,140.00
Canandaigua Wing B 2,000,000 70,560.00
Capitol Re Corp 6,900.000 946,813.00
Caraustar Inds 18,000.0C0 369,750.00
Carbide/Grophite Group ©3,300.000 334,937.50
Caramark Intl 331,250.000 5.211.662.50
Castle & Cocke Inc 30,400.000 494,997.98
Costle (A.M.) G Co 3,875.000 100,049.50
Cellvtar Comm Pr inc 5,300.000 141,881.00
Centennial Cell CL A 5,700.000 104,949.97
Centerior €nergy 157,700.000 1,724,065.13
Centrol & South West 626,000.000 13,78G,766.95
Century Rluminum Co £,900.000 30,446.56
Chose Manhatton 399,040.000 99.453%,237.08
Chrysler Corp 199.931.000 6.166,124.89
Chubb Corp £70,000.000 11,660,387.50
Cigna Corp 114,400.000 1%,419,285.02
Cilcorp Inc 9,200.000 95,832.00
Circon Corp 14,660.000 £15,350.00
Cisco Systems 250,000.000 6,519,975.00
Citicorp 786,300.000 46,152,341.17
CMS €nergy Corp £52,100.000 6,557,178.79
Coca Cola Co 758.006.000 94,084,970.34
Coca Colo Enterprises 348,400.000 5,267,648.29
Collagen Corp 15,800.000 294,760.00
Columbio/HCA Heolthcare Corp £90,000.000 11,727,248.08
Comarica Inc 65,800.000 2,055,050.50
Commnet Cellutar Inc 4,000.000 110,617.00
Compaq Computar 480,000.000 £3,545,280.84
Computer Asscciates Int'] 185,000,000 8.744,763.08
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InvesTmenT Section

CommoN Stocks (CONTINUED)

Sroc Numsea oF SHraes Cost
Compuuare Corp 3,600.000 % 75,045.11
Comverse Technology inc 70,700.000 1,669,075.50
Cenrail Inc 100,000.000 7,343,100.00
Consolidated €disen Co NY 206,000,000 4,761,760.86
Continental Air CL B 7.000.000 991.,482.81
Cooper Cameron Corp 24,971.000 498,687.4Q
Cocper Tire & Rubber 490,000.000 13,112,678.18
Corestates Financial Corp 375,000.000 2.856,000.00
Corning Inc 356,000.000 192,252,100.20
CPC International 13(3,000.000 6,955,886.55
C-Tec Corp 3,700.000 105,551.00
Cyrix Corp 12,800.000 418,555.94
Cytec Inds Inc 2,100.000 133,888.05
Dallas Semiconductor 11,600.00G ©51,818.28
Darden Restrauonts Inc 180,000.000 2,191,697.22
Datalogix International Inc 17.000.000 163,426.40
Datoscope Corp 2,400.000 217.575.00
Dekalb Genetics (LB 99,200.000 332,900.50
Deven €nergy Corp 11,600.000 9280,960.00
Devon Group Inc 3,900.000 102,496.00
Dial Corp 298,600.000 5.618,311.78
Dillord Dept Stores 508,000.0C0 16,275,007.35
Disney Walt Co (Holding Co) £00,600.060 ©.074,560.00
Dover Corp 301.600.000 13,662,601.16
Cow Chemicat Co 490,000.000 90,1592,093.80
Downey Financial Corp 21.735.000 509,611.51
Dresser Industries 150,000.000 3,274,300.00
Dun & Bradstreet Corp 205,000.000 11,818,453.99
DuPont (€l) De Nemours 65,000.000 9,98%,583.06
Duracell Intl 70,000.000 -3,713,960.00
€astman Kodak 135,000.000 6,505,664.50
EMC Corp 957,000.000 4,839,284 .30
£merson Eleclric 345,000.000 94,655,695.69
englehard Corp 302,500.000 5,465,200.56
€nnis Business Forms 94,200.000 294,409.75
€nron Corp 507,400.000 18,199,151.96
€verest Reinsurance Holdings Inc 192,600.000 284,256.00
€vergreen Bancorp Inc 3,800.000 82,211.54
€xecutone Info Sys 46,100.000 194,325.27
€xxon Corp 168,000.000 13.693,310.40
Federal National Mortgage 4920,000.000 10,9469,087.50
Federal Realty 350,000.000 7.579,399.65
Federated Dept Stores Inc 397,100.000 8.120,580.60
Fidelity Federal Savings 7.300.000 1€1,275.00
Filenet Corp 18.000.000 291.875.40
First Bank System 100,000.000 5,054,508.39
First Chicago NBD Corp 275.000.000 8,539,746.04
First Citizens Bancshares (LA 3,100.000 168,987.50
First Commerce CLB 12,400.000 178,042.00
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INVESTMENT SecTiON

CoMMON STOocHS (CONTINUED)

Stock Numsea of Shares Cost
First Dato Corp £84,700.000 $ 13.941,301.71
First Union Corp 150,000.000 8,578,502.40

First Victoria Notional Bonk 5.000.000 109,375.00
First Virgina Bank 165,000.000 5,082,295 .92
Food Licn Coss A 486,000.000 9.996,565.30
Ford Mator Co Del 240,300.000 6,991,3792.89
Fore Systems Inc 99.600.000 844 982 .80
Forest Labs Inc 161,600.000 6,933,780.60
Franklin Quest Co 3,400.000 Q4,1926.96
Frontier insurance Group 17.600.000 530,044.00
G & K Services Inc LA £9,400.000 554,086.19
Gannett Co 57%,000.000 33,110,165.20
Gencorp Inc 30,100.000 *371,696.00
General Communications CL A 95,800.000 115,052.52
General €lectric Co 775.000.000 46,086,095.95
General Instruments 990,000.006 6,248,110.00
 General Mills 180,000.000 0,644,078.98
Genaral Motors £00,000.000 10,486,055.5¢
General Re Corp &7.000.000 5.693.671.0C
Genvine Parts 337 600.000 11,464,585.30
Genzyme Corp General Division 31,100.000 1,124, 16312
Gillette (o 385,000.000 16,194,888.89
Goodyear tire & Rubber £71,700.000 19,053,748.70
Gronite Construction Inc 5,000.000 99,375.00
Granite St Bankshares Inc 3,400,000 55,777.00
Gymboree Corp 47,900.000 1,180,352.79
Haemonetics Corp Ma 11,400.000 197,334.00
Harris Savings Bonk 4,200.000 193,995 .00
Heclthcore & Retirement Corp 124,9200.000 3,245,105.32
Heinz (HJ) Co 645,000.000 18.495,127.70
Hewlett Packard Co 310,000.000 1‘7,094,51 6.89
Honeywell 180,100.000 6,489,939 96
Hubco Inc 5,600.000 113,705.83
Humana Inc 70,000.000 1,993,600.00
I8 564,000.000 52,020,630.50
{dex Corp 7,500.000 309,083,114
i€S Inds Inc 8,600.000 240,736.47
lkos Systems Inc ©8,600.000 515,5335.06
Imco Recycling Inc &,800.000 158,001.42
Immunex Corp 13,600.000 £28,287.50
Imperiol Credit Inds 24,600.000 538,371.0G
Indzpendent Bank Ma 10,000.000 70,186.40
Inference Corp CLA 3,900.000 78,486.00
Information Resources 3,500.000 4276016
Inlond Steel ind inc 140,900.000 4,895,081.80
Inpu/Cutput Ing 7.200.000 275,968.00
intel Corp 320.000.000 12,352.194.21
Interim Services Inc 9,800,000 108,500.00
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Investment Secrion

CommoN STOcKS (CONTINUED)

Stock Numaea of SHnres Cost
Internationoi Poper 600,000.000 £9,140,549.50
Interpublic Group 113,200.000 3,988,060.11
Intl Cabletel Inc 5,500.000 144,772.01
Jocobs €ngineering 2,900,000 939,385.44
Jacor Communicaticns 9.500.060 261,106.42
Jomes River Corp 131,000.000 3,488,047.41%
Jefferson-Pilot £83,500.000 16,086,612.94
Johnscn & Johnson 464,000.000 17,713,992.80
Johnstown Amer Inds 52,100.000 273,011.48
KN €Energy 15,000.000 440,211.16
Kaiser Aluminum Corp 54,700.000 819.981.66
Kaye Group Inc 72,000.000 549,720.00
Hellogg Co 177,000.000 13,589,652.90
Hent €lectronics Corp 8,4G0.00G 364,491.96
Keustone Intl 16,800.000 350,499.10
Himball International CL B 3,400.0C0 99,025.00
Kimberiy-Clork Corp 358,900.000 24,161,968.94
Kinder-Care Learning Centers 7.800.000 107.250.00
Hinetic Concepts Inc 2,100.000 93,275.00
Kroger Co ©5,700.000 3,615,488.58
Leag Maoson Ing 18,000.000 514,08G.00
Lennor Corp 10,400.000 940,911.92
LGRE €nergy Corp 445,000.000 6,745,457.91
Libbey Inc 20.000.000 460,688.20
Lilly (i) & Co 324,000.000 18,785,201.40
Limited fne 146,853.000 3,836,330.66
Liposome Co 11,000.000 202,475.00
Living Centers of America Inc 8,000.000 257,001.22
Lockheed Martin 396,700.000 90,635,766.49
Loctite Corp 80,000.000 3,096,444.00
Lodgenet €ntertainment Corp 16,300.000 215,157.50
Long Island Boncorp 34,600.000 882,300.00
UTC Properties REIT 32,200.060 489, 5926.98
Lyondeli Petrochemical £59,200.000 6,450,794.64
Macromadia inc 5.300.000 £07,031.25
Magainin Pharmaceutical 12,900.000 190,283.75
Magellar: Health 2,500.000 217,882.50
Magna Group Inc 48,100.000 1.044,100.00
Mallinckrodt Group Inc 140,000.000 4,388,271.04
Manitowoc Inc ©,400.000 279,267.91
Manor Care Inc 155,500.000 3,551,209.83
Manufactured Home REIT £7,000.000 480,1927.40
Marcam Corp @.600.000 169,925.00
Morkel Corp 6.700.000 489,601.00
Morsh & Mclennan Inc 120,000,000 8,430,387.50
Mascotech Inc 31,500.000 348,014.25
Mattel Inc 537,250.000 13,206,875.17
Matthews Ind CLR 3,700.000 100,825.00
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COMMON Stocks (CONTINUED)

Stock Numaen oF SHARes Cost

Moxxim Medical Inc

7.400.000 b i20,141.05

May Dept Stores Co 110,000.000 3,240,258.08
MBNA Corp 450,000.000 6.031,828.13
McAfee MAssoc 5,700.000 173,874.07
McDonald's Corp 550,000.000 93,613,230.37
McGrath Bentcorp ©,500.000 1335,445.00
MLl Communications 100,C00.000 £,284,570.00
Mcleod Inc CLA 1,300.000 £6,000.00
Meadowbrook Insurance Group 12,500.000 380,187.10
Meditrust £60,000.000 7.886,266.50
Medpartners/Mullikin Inc 15,015.000 396,804.50
Melville Corp 340,500.000 12,993,476.83
Merck & Co 393,000.000 £1.034,297.17
Mearcury Interoctive Corp 7.600.000 121,949.84
Metrocall inc 5,800.000 123,388.70
Michoel Foods Inc 12,700,000 142,346.00
Microsoft 955,000.000 19.177.816.42
Minerals Tech Inc 4,100.000 155,035.50
Minnesota Mining & Manufacturing 461,000.000 £8,880,762.59
Maebil Corp 170,000.000 19,143,840.65
Molex Inc 70.312.000 1,40%,100.00
Mondavi Robert CL A 9.606.000 978,736.00
Moovies Inc 8,900.000 }35,903.00
Morgon (JP) & Co £90,000.00C 15,565,474.50
Maorton intl 120,000.000 3,795,200.00
Mosines Paper Corp 8,233.000 16%,150.00
Mossime Inc 300.0C0 5,400.00
Moviefone Inc (LA Q7.200.000 506,609.25
Nalco Chemical 300,000.000 10,479,569.50
Naosh Finch Co 5,900.000 99,5462.50
National Semiconductor 961,100.000 4,652,654.17
Notionsbonk Corp 70,000.000 4,815,540.00
Newfield Exploration 6,500.000 199,420.97
Nextel Communicotions £39,200.000 4,166,539.65
NU Industries ©.8G0.000 195,318.90
Norfoik Southern 145,000.000 6,218,028.55
North Star Universal 51,100.000 385,576.15
Northrop Gruman inc 100,000.000 6,615,750.00
Northwest Savings Bank 10,000.000 194,842.50
Northwestern Public Service Co ©,200.000 81.030.51
Novell 180,000.000 4,646,850.00
Nynex 485,000.900 21.891,749.04
Cok Industries Inc 8,200.000 PEP,695.66
Office Depot inc 340,000.000 7.674,460.00
Qil Dri Corp America 5,200.000 88.849.91
Qld Republic Intl Corp 157,700.000 2,384,005.02
Quwens-Hlinois 195,800.000 2,955,854.15
Parogon Trade Brands 12,600.000 072.515.89
Patriot Amer REIT 20,000.000 480,649.43
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InvesTmenT SecTion

Common Stocks (CONTINUED)

Stock Numser o SHaRes Cost
Paxar Corp 18,300.000 $ 262,218.87
Paytess Shoesourca Inc 17.600.000 92,154.42
Penney {(JO) 300.006.000 13,794,690.00
Pantair Inc 112,300.000 1,703,495 .30
Penwest Ltd 8,800.000 298,800.00
Pecpla's Choice TV 10,300.000 181,038.25
Peoples Telephone Co 33,200.000 ©9,932.00
Pepisco Inc 700,000.000 13,159,500.00
Petrolite Corp 2,8G0.000 70,406.00
Pfizer Inc 579,500.000 31.518,747.13
PHH Inc 170,C00.000 4,986,675.00
Phitip Morris Companies Inc ¢54,200.000 56,112,902.82
Physicion Corp of Amer 94,800.000 375,887.25
Policy Monagement Systems Corp 54,000.000 9,748,575.00
Precision Costparts Corp 8,700.000 331,774.50
Pramisys Cemmunications: Inc 5,900.000 £64,536.90
Prism Solutiens Inc 2,000.000 49,104.50
Practer & Gamble 455,000.000 39,697,485.75
Pronet Inc 3,800.000 111,166.00
Public Servica Co NC £1,800.000 395,116,773
Public Servica Co NM 24,100.000 434,072.25
Ralston Purina 70,000.000 4,373,951.00
Rational Software £,500.000 49,450.00
Raytheon 487,000.000 £3.,208,405.62
Red Brick Systems Ing 100.000 1,800.00
Regions Finondal Corp 330,000.000 13,127,059.90
Reinsurance Group of America 6,300.000 £58,276.95
RJR Nabisco 106,900.000 3,384,969.15
Rohr Industries Inc 9,800.000 172.810.69
Rollins Truck Leosing 37,500,000 591,891.00
Rowan Companies Inc 46,000.000 367,052.50
Reyal Dutch Petroleum £65,000.000 33,9069,296.13
Safeco Corp 431,0C0.000 15.456,124.10
Sora Lee Corp £00,060.000 4.317,909.09
Schering-Plough 271,9200.000 15,502,997.20
Schlumberger Lid £30,600.000 14,821,475.00
Schulman A Ing 3,800.000 76,307.00
Seagote Technology 71,400.000 1,918,491.60
Seagull €rergy Corp 5.700.000 106,848.50
Show Industries 691,600.000 10,728,330.89
Silicon Vallay Group £6,400.000 626,200.00
Simpson Industries 6,400.000 61,200.G00
Software Artistry Inc 12,500.000 1992,488.59
Sonat Offshore Drilling 2,400.000 354,688.00
Southwsastern Energy £0,000.000 261.,472.90
Sports Authority [nc 30,700.000 795,151.89
Sprint Corp 177,100.000 6,452,144.07
SPS Technologies Inc £,600.600 174,055.38
Stondard Products Co £1.000.000 351,377.25
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InvesTmenT SecTion

Common Stocks (CONTINUED)

Srocu Numser oF SaRes Cost

Storwood Lodging Tr REIT 17,400.000 $  501,368.61
State Street Boston Corp 267,200.000 10,697,121.64
Sterling Softuare Inc 9,200.000 169,444.00
Stewart €nterprises Inc CLA 3,300.000 Q7,091.00
Sterage USA Inc REIT 15,600.000 469,474.00
Stratus Computer 17,1G0.000 575,579.60
Suiza Foods Corp 10,000.000 140,000.00
Sunstone Hotel REIT 59,800.000 483,425.00
Suntrust Banks 400,000.000 12,090,194.12
Super Valu Stores £80,000.000 7,340,850.00
Swift Transportation 15,600.000 963,250.00
Sysco Corp 120,000.000 2,701.287.50
Systems & Comp Tech 4.200.000 82,647.00
Talbots inc 195,000.000 3,610,625.00
Tempie-Inland 175,000.000 8.166,9228.63
Tetra Technologies 7.000.0006 116,375.00
Texaco Inc 995,000.000 13,105,725.00
Texaos Regional Bancshares A 10,5C0.000 £33,625.00
Texos Utilities Co 607,000.000 20.442,757.30
Textron Inc 110,000.060 9,829,721 .05
Thomaos & Betts 152,600.000 5,198,085.00
Timken Co 06,200.000 9,373,108.97
Titan Wheel Int't Inc 17.100.000 990,386.85
Tommy Hilfiger Corp 16,300,000 866,049 29
Toys 'R’ Us (Holding Co) 100,000.000 3,456,710.00
Transamerica Corp 63,200.000 2,880,125.72
Transport Corp of America 13,000.000 162,875.00
Trico Bancshares 17,600.000 £78,985.00
U S Bancorp Cre 161,700.000 4,282,465.88
U S Heatthcare Inc 175,000.000 6,600,096.15
U S West Communications Group 950,000,000 5.036,595.10
Ultramar Corp 103,600.000 £,690,853.50
Unicom Corp 352,693.000 0.263,171.79
Unifirst Corp 5,500.000 133,626.00
Unilever N V 86,000.000 10,002,825.40
United Healthcare Corp 390,000.000 15,135,174.00
United Intl Hidgs A £6,100.000 377,736.50
United Technologies Corp 50,000,000 2,681,277.60
United W Services 3,300.000 &81,586.53
Unocal Corp 335,000.000 9.577.488.00
USF&G Corp £11,200.000 3.286,798.16
UST Inc 505,000.000 15,857.600.00
VFECorp 196,187.000 6,186,253.03
Valuevision Intl A 68,600.000 402,509.38
Ventritex Inc £1,300.060 336,441.12
Vermont Finl Sves 16,600.000 534,664.15
Viacom Inc Class B £00,000.000 8.503,200.00
Vivra Inc ©.200.000 917.953.38
Vulcon Materials Co 185,000,000 8,124,087.50

466,252.000 14,714,636.69

Wachovia Corp
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InvesTMenT SecTion

Stock

COMMON STocKs (CONTINUED)

Numsea Of SHARes

Cost

Wal-Mart Stores
Worner Lambert

Watts Industries Inc Class A
Werner Enterprises
Westcorp Inc
Westvaco Corp
Whirlpool Corp
Whitmon Corp

WMX Technologies
WPS Aesources Corp
York International Corp

Total Common Stocks
Preferred Stocks

S & P 500 Stock Index

TOTAL STOCHKS

TOTAL €QUITY

1,038,000.000
178,000.0G0
16,300.000
9,000.000
51,765.000
75,450.000
£00,000.000
157,00C.000
1,090,700.0G0
8,600,000
104,400.000

58.463,778.000
712,900.000

20,098,916.000

79,275,594.000

P 94,966,026.38
8,586,536.27
345,651.46
186,988.06
984,158.24
1,778,950.71
8,478,326.84
3,466,839.80
32,406,519.91
274,130.51
3.855,901.59

$ 2,303,120,110.42
$ 4,699,629.00

$  697,996,200.24

$ 2,935815,939.66

$ 3,082,572,566.22

TotAl INveSTMENTS

7.096,809,908.42
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