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Honorable Simeon Willis 
Governor of Kentucky 
Frankfort, Kentucky 

Dear Governor Willis: 

LETTER OF TRANSMITTAL 

Commonwealth of Kentucky 
Teachers' Retirement System 

Frankfort 

The Fifth Annual Report of the Board of Trustees of the Teachers' Retire
ment System of the State of Kentucky, made in compliance with KRS. 161.320, is 
respectfully submitted. 

Evaluation Balance Sheet and pertinent excerpts :from Report's of the Actuary 
of the System, made in accoi•danco wit,h KRS. 161.400, are included in this Report, 

Report of the Auditor of the Commonwealth of Kentucky, made under KRS, 
43,050, has been filed and reference thereto is made, 

Record of the proceedings of the Board of Trustees is maintained in good 
order, the funds of the System safely invested, and the Law faithfully carried 
out. 

Reopectfully yours, 

(Signed) Mary J, Maguire 

Chairman, Board of Trustees 

(Signed) W. O, Kimble!' 

December 1, 1945 
Secretary, Teachers t Retirement System 



INTRODUOTION 

The Teachers' Retirement System of the state of Kentucky began operation July 1 
194o, and the fifth fiscal year ended June 30, 1945. The end of the fifth year of 
operation has special significanoe in that, at that time, tho Board of ~'rustees is 
to provide for a complete .i\,ctuarial stUdY of the System and l'eport neoded changes, 
if any, and to request a suffioient budget in the light of any ohanges, as provided 
in KRS. 161.400 limited bl' J<J\S. 161.550, 

are: 
The members of the Board of Trustees upon ~Ihom this responsibility devolves 

Mary J. Maguire, Ohairman, Lexington 
L. O. Ourry, Vioe Ohairman, BOlding Green 
!·Iorton ~Ialker, member, Louisville 
J. F. l1:iUiams, Superintendent of Public Instruction, .Frankfort 
Ed~/ard L. Oa1100d, Banker, member, Harl.an 
T. li. Vinson, state Treasurer, Frankfort 
Eldon S, Dummit, Attorney General, Frankfort 

The Board of Trustees meets quavterly in tho offioe of the Superintendent of 
Public Instruction. He has be on pl'esent at eMh meeting, The advice of tho State 
Treasurer and the Attorney General is all'laYs available to tho Board and the office 
staff. 

The Vlar has c8.used unusual conditions of turnover in the teaching staff of the 
public schools and this ocoasions increased Vlork in the Retirement offioe, ~/hich 
is located adjacent to the Department of Education, and has a staff of ton ;/orkel's 
including the Secretary of the Retirement System, 

The 18,771 accounts of active members and the ll,229 accounts of members 
presently not teaching are on individual ledger cards and are kept in fireproof 
oontainers. The proceedings of the Board, the Fund Account Books, Bond Registor, 
and other vi tal records are kept in a fireproof safe. 

Tho Retirem(mt office receives each month a copy of the pay roll from each 
school district and participating college or institution together ;Ii th a check for 
the total of the oontributions of the members represented thereon, and which, after 
record is made, is covered into the Treasury of the OommonVlealth through the hands 
of the state Treasurel' and credited to the proper Fund. Each month the appropda
tion to the Retirement System is dra~m upon by ~!a1'l'ant to State Treasurer to match 
said members' contributions as provided by I,av/. Thi sis credited to the Sta te 
Accumulation Fund, 

Interest on securities held by the state Treasurer is collected regularly and 
placed to the oredit of the Guarantee Fund, All funds and accounts are balanced 
monthly. 

Refunds to members pel'manently leaving the profession of teaohing are made at 
the close of the month follovling the month of receipt of applioation for refund 
properly verified and the surrender of the Retirement Oertifioate, 

Beneficiaries, guardians, and administrators of estates of deceased memb'ol's 
are settled \'lith promptly, upon the fiUng of the proper documents from Probate 
Courts or other officials with satisfactory proof of death. 
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Rot iremen t checks are maUed \·lithout delay and in accordance ~Ii th KRs. 161.640. 

About 400 inquiries from teachers are answered each month. These usually per
tain to individual status under tho Retirement Act. 

STATISTICAL 

Ne\'! members are more or less delinquent in filing Servico Forms provided by 
the Board. This affects our Net Momborship Tabla I and in course of time would 
deprive tho System of needed experionce data. Practically every experienced teacher 
has filed a Service Form A-l and'been issued a Prior Service Oertificate as required 
by KRS. 161.500. To date 22,294 prior service certificates have been issued by the 
Board of Trustees. 

Table I. Net Membership 1944-45 

Net membership previously reported • • 
Ne~1 members Vii th prior service ••• 

Ne'l members ",ithout prior servicG 

Total gross membership • • 

\'Ii thdral'/a1s and deaths 1944-45 

gambol'S retired July 1, 1945 • • . 
Net membership Jul,' 1, 1945 , • 

• 

• • .. '. 
• • • • · , .. . . . .. f , .. • 

• , · , , . · 
, , , • 
, • • • • 

.. • • • • , • • • 

• • • • 

, 

· 1,114 

• 108 

• • • . • 

21,297 

316 

789 ---
22,402 

1,222 

21,180 

Tablo I sho",s the number of teachers ~Iho have contributed as recently as threo 
years and \'Iho have filed sorvice forms. On Jul.y 1, 1945, interest stopped on i .732 
accounts. There are approximately 30,000 accounts on which int~rest is still addod 
monthly, Of this number, 18,771 are paying contributions and 11,229 are not teach
ingthis year, 

On July 1, 1944, in teres.t stopped on 1; 169 account s not included in the fore
going. 

Active members pay their contributions by deduction on tho pay roll, regard
less of \'Ihother thoy have filed service forus and hold retiroment certificates. To 
date 4,698 Retirement Oertificates have boen issuod upon the basis of Forms A-2 
filed by now teachers, making a total of 26,992 Retiremont Oertificates issued. 

Since thero are 18,771 prosently paying contributions, and of 'Ihich about 
2,000 have not filed servico forms. it indicates in part tho great turnovor in 
teachers during tho 'liar. 

The number or' service forms filed consHtuto a valid sampling of the member
ship, but it ~Ioul.d be better if every nm1 teacher, upon signing contract to toach. 
filed her retirement service form as required by KR~. 161,480, 
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Tho Servico Form is filed only once during continuous membership, 

During 1944-45 we gainod one participating unit Md lost by merger two units, 
leaving a not number of participating units of 268, 

Table II, Number of Members, Prior Service and Salaries End of Fifth Year 

=r-z 

: Numbe:r ~ PRIOR SlillVIOE . PRIOtl SlllRVIOE SALARY Items • 
Total : Averaeo: Aggregate : Average I 

' 
Brought Forward, , , , , , 21,709 202,544,06 9.33 $16,417,966,20 $ 756.2s 

New with Prioi' Service ' . 316 2,024,6 6,4 324,229,73 1,026.04 

New without Prior Service , 789 

Sub Total ••••• • 22,Sl4 204,568,66 9,3 $16,742,195,93 $ 760.1~ 

Withdrawals and Deaths • • 1,114 7,984,6 7,2 69g,041,43 890,36 

Retired July 1, 1945 • • • 108 2,927. 9 27,1 lll,166,56 1,029.32 
~ 

Totals and Averages 21,5.92 193,656,2 9,6 $15,932,987,94 $ 7lf9,43 

Table II shows that 411 members have filed Service )i'orr.1s A-1 but have not con
tributed for moro than throe years, When they withdraw their accounts, theso forms 
will be counted in a different category and will not appear in this table, 

Tho average prior service; the aggregate and average prior service ualai·ies 
are for teachers having prior service only, Tho state Is annual obligatic·n for 
prior service is r.1oasured by this table and for 1945-46 is 2.% of $15,932,98'j'.94 
which is $318 1 659,76 oxaotly, 

Tho earlie~ the State meets its obligation for prior service, the less it 1·rill 
be 1 duo to 3% compound interest being ci•edited to tho Allowance Reserve Fund, 

The average prior service shows a slight increase, but the trend is distinctly 
downward, On July 1, 1945, members held approximately 194,000 years of prior ser
vice credit and approximatel~' 74 ,000 years of subsequent service credit, The prior 
service credit will <j.iminish each year and tho subsequent service credit will 
increase at the rate ·of one year for each teaching posit ion coming under tho ptir
view of the Retirement Act, 

Table III shows the overwhelming number of now members not of college gradu1JF. 
tion age, The salary inQ.icates few or no college hours for those 20 and under, 
Last yoar the average salary of new entrants without prior service was $781,87; 
this yoar it is $1,008, 90, Many of the young-middle-aged rneubers indicated on this 
table are teaching to help out and vd.11 leave the profession as soon as they can 
be replaced, Thero is evidence of a few such replaceE1onts at this time, 
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Table III, Distribution by Ages of 789 Now Entrants Without Prior Service 1944-45 

SALARI.rJS 
Ago . Numb8r I ''.l'otal . Average • • 

' 
20 and under 274 $210,059,29 $ 766,63 
21 87 90,52~.23 1,040,57 
22 69 71,94 ,96 1,042,68 
23 39 39,796,24 1,020.42 
24 28 30,888,93 1,103,18 

25 26 25,862,61 994, 72 
26 22 2_4, 667 .37 1,121.24 
27 20 21,466, 70 1,073.34 
28 15 18,946,06 1,263,07 
29 23 28,007,92 1,217, 74 

30 15 18, 965, 4o 1,264.36 
31 19 26,015,47 1,530,32 
32 14 15,544,90 1,110.}5 
33 14 16,495,00 1,178,21 
34 18 19,264,52 1,070,25 

35 6 6,005,15 1,000,83 
36 9 l0,065,41 l,ll8.38 
37 15 19,722.00 1,314. 80 
38 4 7,024,oo 1,755,80 
39 10 12,697,62 1,269. 76 

4o 8 7,947,40 993,43 
41 9 u,762,20 l,}06, 91 
42 7 9,109,50 l,301.a6 
43 3 4,063,47 1,354, 9 
44 3 4,528,89 1,509.30 

45 2 l,}67, 75 683,88 
46 1 1,040,40 1,040,40 
47 6 10,}31,22 1,721.87 
48 6 9,104,10 1,517.35 
49 1 736,00 736,00 

50 4 3,553.00 888,25 
51 0 o.oo 0,00 
52 5 10,000,00 2,000,00 

§a 
0 0,00 0,00 
1 2,000,00 2,000,00 

55 0 0,00 0,00 
56 2 2, 106. 96 1,008,48 
57 1 720.00 720,00 
58 l i,215,00 1, 215. 00 
59 0 0,00 0,00 

60 1 990,00 990.00 
61 1 1,575,00 1,575,00 
62 and over __Q 0,00 o.oo 

Totals and Average 789 $796,029,67 $1,008,90 
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Table IV, Distribution by Ages of 316 New Entrants With Prior 'Service 1944-45 

PRIOR. SERVICE : PRIOR SERVICE ~ARY 
Age . Number 

' Total : Average . Totai . Average . • 
24 2 2,0 1,0 $ 1,870.00 $ 935,00 
25 1 1.0 1,0 954,oo 954, 00 
27 2 7,4 3. 7 2,201~00 1,100,50 
28 4 9,0 2.} 3,553,38 8$$,35 
29 8 14,g 1,9 $,693,50 1,0$6,70 

30 9 30,2 3,4 8,604,11 956,01 
31 6 19,9 3,3 6,377;og 1,062,85 
32 9 31,7 3,5 7,g52,46 872.50 
33 1$ 79,2 4,4 17,376,08 965,34 
34 16 79,2 5. 0 18,$47,67 1,177,9g 

35 15 72,2 4,$ 16,040,17 1,069.34 
36 14 93,9 6,7 17,141,12 1,224.}7 
37 16 88,l 5,5 16,610,20 1,038,14 
38 21 106,6 5,1 20,495,53 975,9g 
39 l.6 77, 6 4,9 16,521.14 1,032,57 

40 17 93,6 5,5 l.8,597, 72 l,093,9g 
41 12 77,6 6,5 14 ,4$6, 63 1,207,22 
42 9 54,o 6,o (,,933,76 1,103,75 
43 15 124, 8 8.} 11,$09,96 9$7, 33 
44 10 70,8 7, g 10' 312. 6lf 1,031.26 

45 14 70,8 5, 5 15,719,81 1,122,85 
46 8 47,6 6,0 6,347;41 793,43 
47 g 72,4 9,5 7,912.55 9g9,07 
4g 10 90,4 9,4 l0,671+,35 1,067,44 
49 g 60,1 7,5 6,9$3,04 g72. $8 

50 6 43,2 7,2 5,380, 54 $96, 75 
51 6 59.5 9,9 5,47g,50 913,08 
52 5 51,3 1,2 4,250,45 850,09 
53 4 27,9 7,0 41331, 50 1,0$2,$8 
54 5 42,5 $,5 3,957,50 791.50 

55 3 39,0 13,0 2,6$$,00 896,00 
56 5 101,$ 20.4 5,962,62 1,192.50 
57 6 77, 7 13,0 5,062,67 g4 3, 7g 
60 2 27,5 13,8 1,895.39 94 7. 70 
62 2 37,5 1$,8 2,418,25 1,209,13 

64 1 6,o 6,o 679,00 679,00 
65 1 26,8 26,$ 1,070,00 1,070,00' 
67 1 5,0 5,0 880,00 880,00 
68 1 I+, 0 4,o 1,260,00 1,260,00 

- --Totals and 316 2,024,6 6,4 $324,229, 73 $1,026.04 Averages 
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Table IV docs not indicate any better condition than Table III, The mode is 
riround age 38 which indicates again a temporary return to the profession, There 
is no evidence that members of military ago are being recruited, 

The data of these two tables indicate that the beneficial effects of tho 
Retirement System are being delayed by the present unstable condition of tho teach
ing staff of the state, at least in part, Some way must be found to recruit and 
train young people who will go into teaching as a life work, If necessary, the 
Retirement Lm-1 should be improved guaranteeing more security and coLlpeting moro 
successfully 1·1ith private om·ployment and other professions, 

Since during 194lt.-45 1·1e lost by death 7 
and 3 wor.ien, no table is inserted f0r ther.1, 
the average salary is $925,45, 

members without prior service ~ 4 men 
Tho age range was from 19 to 67 and 

Careful record is kept of the deaths for each year, including the oau~p, of 
death as reported by the physician, In this way wo will later be able to deter
mine from experience te.bles our own factor for loss by death before retirement. 

In our Fourth Annual Report the reader will find our Standard Annu:i. ty 
Mortality Tii.ble 1937, Compound lntc1·ost and Discount Table '.Vhroo Per Oent, and 
other useful tables vrhich cann0t be carried in this report for lack of space, 

li'or convenience 1 we repeat in this report '.Vable J which is used by our Retire
r.1ent Systen, 

Table J, Nunber of Withdrawals, Deaths, and Disabilities l;'er 1,000 .Active Menbera 
by Age Groups 

-.~. 

Age j Withdrawal c Death i Disability 
' • • 

20 7,65 2,2 0,5 

25 9,60 2.5 o,6 
30 8,28 3.0 0,9 

35 4,27 3,5 1,4 

40 ,96 4,4 2,5 

45 ,40 5,6 4,9 
50 ,15 7.3 11.2 

55 ,03 10,6 19.3 

60 ,o 19,3 29,8 

65 .o 35.5 45,2 

70 ,0 62,3 66,o 
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Table V. Distribution by Ages of Members With Prior Service Deceased Before 
Retirement 19411-45 

iWMBER • 1'1\IOR SERVICE . SALJ\RI.illS • . 
Age : N.ale : 'rotal : Tota1 ' Average . Total Average Female : . . • . . 
22 0 1 1 5,0 5,0 $ 4 36, 71 $ 436,71 
23 1 0 1 2.0 2,0 539,35 539.35 
25 1 1 2 5,6 2,8 1,420,50 710.25 
26 0 l 1 10.0 10.0 847,20 3tr7. 20 
27 1 1 2 12.0 6.o 1,168,21 584,11 

29 1 0 1 8, 0 8,0 1,996.00 1,996,00 
30 1 0 1 10.0 10,0 1,44J..64 1,441,64 
31 0 1 1 12,0 12, 0 1'375.00 1.375.00 
32 1 0 1 13,0 13,0 424,48 424,48 
33 1 0 1 5,0 5,0 2,000,00 2,000.00 

34 0 3 3 39,0 13,0 2,467,96 822,65 
35 0 1 l 15,0 15,0 800,39 800.39 
36 0 2 2 23,5 11,8 1,230,75 615,38 
39 0 1 l 8,0 8,0 646, 72 646. 72 
41 1 0 1 i6.o 16.o 1,440,00 l, 44o. 00 

42 1 0 l 12,0 12,0 2,000,00 2,000,00 
43 0 1 1 16.3 16,3 342, 30 342, 30 
45 0 l 1 15.6 15.6 757,14 757 ,14 
46 0 l 1 25.0 25,0 2,000,00 2.000.00 
47 0 l l 25,8 25,8 688, 14 688,14 

48 1 1 2 47-3 23,7 1,242.06 621,03 
49 0 1 1 28,0 28,0 1,175,00 1,175,00 
50 1 1 2 30.9 15,5 3,200,00 1,600,00 
51 0 1 1 30,0 30,0 852,12 852,12 
52 l 0 1 24.6 24,6 2,000.00 2,000.00 

55 0 2 2 58,0 29,0 1,04 7. 80 523,90 
56 1 0 1 30,0 30,0 501, 19 501,19. 
59 0 2 2 60.0 30.0 2,441,44 1,220,72 
61 l 0 1 30.0 30,0 494,90 494,90 
62 0 1 1 30.0 30.0 1,660,00 l, 660.00 

63 2 0 2 60.0 30.0 1,821,45 910,72 
64 l 0 1 12.0 12,0 1,080, 00 ' 1,080,00 

- ~ ----
Totals & 17 25 42 719,6 17.1 $41,538,45 $ 989,01 
Averages 



Since there ~/ere no retirements during the first t~/O years of membership, 
'rable VI sho~/s aome deaths after age 70. 

We find that all deaths are not promptly reported. The importance of this is 
not yet a matter of common knowledge, If any member's account has received no con
tributions for three years, ';/e invesHgate~ In this ~/ay ~/e find the unreported 
deaths occurring before retirement. 

Table VII includes members wi th and wi thout prior service credit v/ho have 
permanen tly left the teaching profession. There are 622 without prior service and 
having average salaries of $957.34. This average salary compares vii th the average 
salary of 789 ne';l entrants as shown in Table III to be $1,0013.90. 

The average salary of the experienced teachers permanently leaving the pl·ofes
sion is $901.55 and I'lhile the prior service credit ranges by ages from 1.4 years to 
20 years, tho average is 6.9 years. The aggregate pl'ior service is 20,026.1 and 
their aggregate prior service salaries $2,599.172.35. ~lhis reduces the state's 
obligation for pdor senice $71,983,45: a sufficient amount to offset anyobli
gation for out-of-state prior service in case tho General Assembly should make a 
limited amount of suoh service yalid by amendment, 

The total number of members who have I'li thdrm/ll their accounts and surl'endered 
their retirement certificates is 3,505: there remaining something over 5,000 
members I'lho should, and who are eligible to ~lithdraw. As a ~/hole, members are 
slow in applying for the refund due them, 

The mOst frequent rcason given for 1tlithdrawal is "14arriage" or "Home ~jaking" 
and the next most frequent is "Inadequate salary" or "Gone into other I,ol'k." 

Of tho total number ~li thdral'ling, 3,505, only 915 I'li thdrel; during 1944~45. 
The attained modal age I'ms 34 and the average salary at this age $981.93. It is 
not difficult to infer that 10~1 sallU'y after several years of servioe is the real 
cause for vii thdra,ml. 

After the Ivar conditions are over, we believe mombers should be encouraged to 
v/ithdrml their accounts in all cases "here it appeal's that vlithdrmml is likely to 
be permanent by immediately filing request for refund and surrendering retirement 
oertificate. Under present conditions I'lhen a teacher resigns, often the Superin
tendent does not know whether the teacher is leaving the profession or whether she 
is merely transferring to a sehool system 1'1110re the salary is better. 

Without doubt, we aro handling thousands of accounts for persons who will 
never teach again. This is expensive and tho loss to the System is considerable, 
due to the fact that interest is crodited each year for three years after the 
teacher quits teaching, Three per cent compound interost for three years amounts 
to 9.3% of the account. This is a gain for the former teacher, but a loss to the 
System. 

The total of Tablo VU is 3,505 and tho total of Schedule 4, page 21, is 3,575. 
This indicates that 70 teachers have I'/ithdravm permanontly from tho profession and 
the account has been refunded to them and later ra-entered the profession and 1,1i til
drmlll a second time. The memper certifies that the vii thdrmml is permanent before 
the refund is made. 
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Table VI, Members by Ages and Sex Decoased Before Retirement 1940-45 

NUNBER . . PRIQH SERVICjjJ • Sii:L.ilhfiilS . • 
Ago . £-ton : ''11omcn : ~1otal '· Total I Avci'aff/o . •J!otal . Averaf~e • • • 

20 2 0 2 1,0 ,5 $ 979,16 $ 489, 58 
21 1 2 3 7.0 2,3 1,358,63 452,88 
22 0 3 3 9,0 3,0 2,1a2.52 710,84 

~a 4 1 5 7, 5 1,5 5,2 7.35 l,Olf9,47 
0 1 1 7,0 7,0 a,151.05 3, 151,05 

25 3 3 6 19,6 3.3 ,263,85 710,64 
26 2 2 4 26,5 6, 6 2, 592. 90 648,23 
27 4 1 5 20,2 4,o 4,209.71 841,94 
28 2 2 4 27.0 6,8 2, 161,35 590. a4 
29 2 0 2 15. 7 7,9 2,442,91 1,221, 6 
30 3 2 5 41, 7 8,3 4,234,81 846.~6 
31 2 2 4 48,0 12,0 3 ,277,62 819, l 
32 2 1 3 39,9 13.:5 2,751,86 917,29 

~a 
2 0 2 17,7 8,9 2,670,88 1,335,44 
J. 7 8 39,9 11,2 6,299,97 737, 50 

35 0 2 2 32,0 16,o 2,450, 39 1,225,20 
36 3 5 g 93.1 11, 6 5, 707.31 713,41 
37 l 1 2 19,0 9.5 5,091,40 2,545,70 
38 l 2 3 44,8 14,9 4,684,60 1,561,53 
39 0 3 3 39,6 13,2 1,990,29 663,43 
4o 0 5 5 84, 7 16,9 3, 589,40 717,88 
41 2 2 4 62,5 15.6 4,665,26 l, 166,32 
42 3 0 3 41,0 13,7 1,438,79 479,53 
43 l 4 5 105,9 21.2 4,435,48 887,10 
44 2 2 l1 31.1 7,8 3.312, 76 328,19 
45 3 3 6 112,l 18, 7 5,993,00 993,83 
46 l 3 4 81,l 20.} 4,251,22 1,062,31 
47 2 l J 49,9 16,6 2.357.83 785,94 
48 3 ]. 106,4 26.6 2,409,72 602,43 
49 0 4 4 103,8 25,9 4,599,56 1,149,89 
50 0 3 3 60,9 20.3 4 t 840,00 1,613.33 
51 l 5 6 158,0 26,3 6 ,118,44 1,019,74 
52 l 2 3 84,6 2$,2 l+ ,410~ 20 1,470,07 

§a 
0 2 2 44,o 22,0 2,581,20 1,290,60 
0 3 3 77,0 25,7 2,439,48 813,16 

55 0 2 2 58,0 29,0 1,056,80 528, 4o 
56 2 3 5 126,o 25.2 5, 770,57 1,154,11 
57 0 3 a 90,0 30,0 3, 166,26 1, 055. 42 
58 2 2 113,0 29,5 5,494,59 l,}73,65 
59 1 7 8 211,7 26,5 9,964,27 1,245,83 
60 2 a 5 118,3 23. 7 6 ,075.38 1,215,08 
61 2 6 175,0 29,1 7.322,21 1,220.37 
62 1 2 3 89,1 29,7 3,721,52 1, 240. 51 
63 3 0 3 68,0 22.7 3,540,06 1,180,02 
64 1 2 3 68,0 22,7 i,942,00 647,33 
65 a 2 5 138,0 27,6 6 '562, 54 1,312,51 
66 3 7 185,4 26. 5 8, 545,98 1,220,85 
67 0 3 3 60,0 20.0 3,250.05 1,083.35 
68 1 3 4 120,0 30.0 5,093,55 1,273.39 
74 0 3 3 90,0 30.0 4,527,20 1, 509,07 
]]_ 0 1 1 }O,O :&Q 685,62 - 685,62 

Totals & 76 123 199 3,554, 70 17,9 $202,059,50 $1,015.37 Averages 
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Table VII, Members Who Have Withdrawn Befox·o Retirement 1940-45 

Nur.1ber . Nwnbor . I • • PRIO:ti SEHV ICE PRIOR s&tWIC:G S1\LARrns 
Entrance : Without : With 

Age • P, S, . p. s. ' ·Total : Avorago : Total ' Average • ' . • 

20 g5 l.18 165.1 1,4 $ 74,806,61 $ 633,95 
21 77 136 253,7 1,9 99,262,78 729,87 
22 47 170 381,1 2,2 135,753,61 798,55 
23 4o 176 550,9 3.1 145,207.09 825.04 
24 36 202 798,6 4.o 166,248,20 823. 01 
25 36 200 906.2 4,6 178,099,16 890,50 
26 23 202 1,068,5 5-3 171, 34 7,49 850. 73 
27 20 165 1,021,0 6,2 146,003, 73 884,87 
28 22 149 1,017,9 6,8 134,825,22 904,87 
29 19 150 1,188,2 7,9 134,683,11 897, 89 
30 34 164 1,362,7 8,3 159,187,62 970. 66 
31 16 140 i,213,0 8,7 136,798,24 977,13 
32 15 120 1,109.3 9,2 116,530,46 971.09 

§a 
14 112 1,063.2 9,5 114,831.94 1,025.27 
9 102 1,038,4 10,2 106,494,51 1,044,06 

35 5 91 994,5 10,9 84.395.00 927,41 
36 11 64 672.5 10,5 73,405,53 1,146,96 
37 c) 73 903.0 11,6 80'975,13 1,038,14 
38 13 53 584,o 11,0 59' 768, 76 1,127, 71 

a5 
10 35 461,8 13,2 32,255,00 921,49 
11 43 490,8 11,6 38,405,94 893,16 

41 9 32 367,5 11,5 33,366.02 1,042,69 
42 7 32 432. 7 13,5 34,199,63 1,068, 74 
43 8 14 210,8 15, 1 11,801. 34 842.95 
44 6 12 150,0 12,5 13,398,92 l. '116, 58 
45 2 12 1a3.7 11,l 11, 758,lO 979. 81+ 
46 8 14 1 9,1 l0,7 13,4111, 94 958.21 
47 1 6 99,1 16,5 5,582,00 930,33 
48 0 8 83,7 l0,5 l0,498,50 1,312.31 
49 2 14 ' 212, 7 15,2 14,216,09 1,015,44 
50 4 la 227,3 17.5 9,960,45 766,19 
51 

a 30,7 7,7 3,689,41 922,35 
52 12 1$5,0 15,4 12,729,86 1,060,82 
53 0 5 44.3 (), 8 4,470.00 894.oo 
54 3 9 ' 

13l.8 14,6 6,995,96 777.33 
55 2 5 89,7 17,9 4,233,20 846,64 
56 3 2 15,0 7,5 1,241,00 620,50 
57 2 5 57.0 11,4 4, 700,80 940,16 
56 2 3 29,8 9,9 1,785,00 595,00 
59 1 3 33,5 11,2 3,031.00 1,010.33 
60 J. 3 45,0 15.0 3,000.00 1,000,00 
61 1 1 20,0 20,0 650.00 650.00 
62 0 2 12,3 6,1 2,880,00 1,440,00 
63 0 1 11,0 11,0 1,260,00 1,260.00 
64 1 1 10,0 10,0 525,00 525,00 - -- --Totals & 

Averages 622 2,883 20,026,1 6,9 $2,599,172,35 $ 901. 55 
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Table VIn does not represent all of the prior service for l'lhich credit may 
be given because there are a significant number of members ~Iho have not filed 
Service Form A-I, but it represents the distribution by age at entrance and salary. 
Refer to Table II for the state's full obligation for prior service for 1945-46. 

In making Table VIII each ]'orm A-l ~Ias tabulated if the member filing it was 
living and if her acco\Ult had not been withdravm. 

Table VIIIA provides current age and salary data for 191+1+-45. We had 1,453 
active teachers who entered the profession at age 20 or \Ulder, Their salaries 
indicate little or no college training. The distribution from age 25 to age 40 is 
very encouraging and constitutes the backbone of the tea,ching staff of the state 
and represents about one-half of all of our active teachers. 

These data are taken directly from the contributing member's ledger card, The 
nUmber lS,771 exceeds the numbar of teaching positions because of the number pay
ing contributions \Ulder leave of absence. \Ulder KRS, 161.610, or durihg mili tary 
servioo. 

Under KRS. 161,610 a member with 30 or more years of service. if \Uldor 60 
years of age, may refuse to withdraw her acco\Ult, if she (luits teaching for any 
reason, and may pay her contribution personally directly to the Retirement SystGfrt 
and begin to drU1'1 her annuity at age 60. 

Many members in military servioe, especially officers, pay their oontributions: 
under a regulation of the Retirement Board, 1,lost mombers on loave pay their con
tri butions I'lhilo on loave. 

Salarios indicato little or no increment for sorvice and remain practically 
the same for all ages. The average of $1,267,62 reflects recent increases in state 
support and may be oompared \·Ii th average prior sel'viee salaries to show extent of 
average increase. It should bo kept in mind that the age indicated is the ago 
"at entranoe." 

Tablo VIllE, not inclu(led in this report, ShOl'IS attained age and prior S01'

vice for 16.379 members. There is a fairly \Uliform increase in prior service 
cred! t according to age. At age t~5 the average is 14.9 years; at age 50 it is 
17.6; at age 55 it is 20.4 years; at age 60 it is 23.5 years; and at age 65 it 
is 25.2 years, The maximum 'amount of subsequent service a member may havo on 
Ju).y 1, 1945, i s t~ ;rear s. 

For lack of space, the table of Members EligiDle to Retire is omitted, 
Thore are 931 members no~r eligible to retire; 1,lith average prior sel'vice credit 
of 24 years: avorage prior service salaries of $1,122.31' and average subsequent 
servioe salaries of $1,400.19 •. It is estimated that approximately 100 of these 
members vTi11 retire July 1, 1946. 

14any tables have been omitted from this report, but are on file in the 
Retirement offioe and are available for tho use of tho staff or the information 
of tho public. It is necessary that this report be limited as to length. 
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Table VIII, Distribution by Ages of a Valid Sar.tpling of !fombers With Prior Service 
JuJ.y 1 I 19l15 

PR!OE S.EifvfCE. 
•: ·-~· . : PRIOR Sl:RVIC:ill SA:tuillIES . 

Age . Number . ~otal · ·: · Av~~e . Total : Av0rngo . . • 

20 425 567 1..3 $ 440,081,98 $1,035.46 
21 400 713,4 1,8 272,fl44.95 682.11 
22 430 1,077,5 2.5 302,294,43 703.01 

~~ 461 1,394,8 3 342,05 ,78 741.98 
535 1,942.6 3.s 388,921.92 700,78 

25 553 2, 544. 5 4,6 418,357.12 756,52 
26 611 3,011.1 4.9 488, 789,28 799, 98 
27 713 4,319.8 6 570, 833.06 800,61 

. 28 765 1,796.2 2.3 560,663,95 732,89 
29 686 5,149 7,4 561,002,63 817. 70 
30 717 5,032 7 609,281,97 831.63 
31 663 6,848,9 9,8 582,194,84 878.12 

. 32 710 6,979.5 9,8 651,144,20 917.10 
33 640 6,826. 5 10,6 630,029,55 984,42 
34 658 7,631,6 11,5 623,222.77 945,62 
35 590 6,950 11,8 590,067,04 1,000.11 
36 527 6,644,3 12,6 529,681,l~ 1,005.09 
37 498 6,549,5 14.1 513,081,6 1,030.29 
38 448 6,372.2 1 .2 478,448.1~ 1,067,98 
39 397 5,744,5 14.4 414,719,1 1,044,62 
4o 321 4, 754, 7 14,8 333,535.23 l,039r05 
41 307 5,038,8 16,4 ~3l+. 295. 23 1,088,87 
42 288 4,793,8 16,7 11,687. 96 1,428,81 
43 269 4,401,4 16,3 281,091,62 1,044.94 
44 237 4,947.2 20,5 272,813,87 1,151,11 
1~5 245 4,539,3 18.5 258,939,76 1,056,89 
46 236 4, 352.4 18.4 268,013.45 1,135.69 
47 220 4,233.2 19,2 240, 882, 89 . 1,094.92 
48 208 4,449,1 20.9 234,229.30 1,126,00 
l~9 171 3, 32. 2 20 186,086,41 1,088.23 
50 175 3,672,4 20.9 195,863,58 1,119,22 
51 144 3,107,4 21,5 163,583,52 1,134.75 
52 122 2,721.8 22,3 125, 932. 45 1,032,23 
53 139 3,194,6 22,9 153,438,69 1,103.87 
54 119 2,843,8 23,8 142,896,70 1,200,81 
55 119 2,663.2 22.3 123,093,13 1,074,so 
56 107 2,679.1 25 110,079,81 1,027,85 
57 103 2,458,9 23.s 121,602,7s 1,180,60 
58 112 2,566,5 22,9 124,480.)9 1,111,25 
59 65 1,581,5 24.3 75,852,55 1,166,93 
60 77 2,080,6 27 . 80,634,97 1,047,19 
61 59 1,490.4 25.2 62,884,25 1,067.53 
62 58 1,405.3 24.2 70,417,12 1,214,09 
63 a~ l '350,2 25.4 62,467.55 1,178,63 
64 1,065,8 22,2 5'1, 793,23 1,141.52 
65 11 240.::s 21,9 6,582.21 598,38 
67 l 5 5 3J8r33 378.33 
68 1 4 4 8 o.oo 840,00 

Totals & 15,442 167' 77g,3 10,8 $14,4 70,110, 55 $ 937,50 
AYernges 
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Table VIIIA. Members Contributing 1944-45, Age At Entrance, and Salary 1944-45 

-"'.r.::: ~ ~ ~· :!!H!~!;:l ~ ~ ~ ~ ' w••- • • =c!!i.!$'frj~ 

Entrance : ' Number : Total . Average Se,le.ry . 
Age ; ' Pn)ting . Salary . 1944-45 • • 

20 and under 1,453 $ 1,318,975,28 $ 907. 76 
21 627 704,}71. 80 1,123.40 
22 567 650, 581, 4 7 1,147,41 
23 462 553,439.04 1,197,92 
24 474 563,552. 82 1,188,93 
25 455 549,940.30 1,208,66 
26 542 661,738,64 1,220,92 
27 616 771, 349.04 1,252.19 
28 641 792,750,34 1,236,74 
29 690 878,142.~o 1,272.67 
30 717 889,9s3, 2 1, 241. 26 
31 698 896,692,6S l,2s4,66 
32 72s 950,484,08 1,305,61 
33 735 951,582,45 1,294,67 
34 750 996,997. 50 1,J29.33 
35 6S2 916,62s.46 1,344.03 
36 660 902,866,80 l,367,9S 
37 641 850,446,75 1,326,75 
38 625 830,068,75 1,328,ll 
39 531 706,261,66 l.}30,06 
4o 423 571+, 539. 75 1,358,25 
41 394 545,051,72 1'383.38 
42 391 529,265,42 1,353,62 
43 328 441,097. 68 1,344.81 
41~ 317 446,342,34 1,408,02 
45 309 413,426.55 1,337,95 
46 330 455,s22.4o l,3s1,28 
47 296 409,847,52 l.}84,62 
4g 2s9 400,929.70 1,387,30 
49 212 291,536,04 1.375.17 
50 2l>2 335, 709. 66 lr}S7.23 
51 196 264,015,92 1,347,02 
52 156 214,292. 52 1r373.67 

~ 
185 244,949,25 1, 324,05 
162 ' 222,204.06 1,371.63 

55 169 224,647,13 1,293,77 
56 145 188,022.95 1,296, 71 
57 137 191,747,94 1,399.62 
58 147 19s,026,64 1,347.12 
59 Sl 110,39s.95 1,362,95 
60 128 l 71,2s9. 60 1,338,20 
61 ' 84 111,004,32 1 ,}21,48 
62 91 12S, 70s. 5g 1,414.38 
63 80 lOS,240,00 lr353.00 
64 74 102,64S, 36 l,3s7.14 
65 89 113,258, 73 1,272,57 
66 10 9,265,30 926.53 
67 7 6,466.32 923,76 
68 3 2,887,50 962,50 
69 2 2,034,oo 1,017,00 

---~ 

Totals and 18' 771 $23. 794 '530~ 63 $1,267,62 
Average 
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Table VIIID, Distribution of Annual Salaries of All Teachers Entitled to 
Membership 1944-45 

- - -~ ...... I- CL!- -Salary :Teaching : Att, : • • : Uid-• • 
Range :Positions: Offs,: .SuJ?ts,; Insts,: Total I Range ' Product ' 

$2 1000 and over 1,755 32 211 290 2,288 $2,000,00 $ 4,576,000.00 

1,900 - 1,999,99 256 7 6 15 284 1,950,00 553,800,00 

1,800 - 1,899,99 431 21 26 19 497 1,850,00 919,450,00 

1,700 - 1,799,99 373 7 l 6 387 1,750.00 677,250.00 

1,600 - 1,699,99 569 14 3 35 621 1,650.00 1,024,650.00 

1,500 - 1,599,99 677 26 4 16 723 1,550,00 1,120,650,00 

1,400 - 1,499,99 920 8 1 8 937 1,450,00 1,358,650,00 

1,300 - 1,399,99 974 19 12 1,005 1,350,00 1,356,750,00 

1,200 - 1,299,99 1,295 33 3 21 1,352 1,250,00 1,690,000.00 

1,100 - 1,199.99 1,1197 2 12 1,511 1,150,00 1, 737,650.00 

1,000 - 1,099,99 1,938 11 3 1,952 1,050,00 2,049,600.00 

900 - 999,99 2,086 7 4 2,097 950,00 1,992,150,00 

800 - 899,99 1,998 3 1 2,002 850,00 1,701,700,00 

700 - 799,99 1,688 6 3 1,697 750,00 1,272,750,00 

600 - 699,99 972 4 2 978 650.00 635.760,00 

500 - 599,99 252 2 3 257 550,00 141,)50,00 

400 - 499,99 29 6 1 36 450.00 16,200.00 

300 - 399,99 7 7 350,00 2,450,00 

200 - 299,99 2 2 250,00 500.00 
-- -- ~ -- --

Total 17.7101 2172 2552 4513 18,633 $22, 827, 250, 00 

$22,827,250,00 ~ 18,633 = $1,2a5,10 Ma, 

1Educational Bulletin No, 3, Vol, XIII, 
20ontracts on file in the Department of Education, 

3F-40'a on file in the Retirement Office, 

-~'~--~-
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A distribution of membership by salary is given in Table VIIID with emphasis 
upon the position rather than upon the member, 

Positions held by non-members, of which there are a few, are not included, 
Total number of positions checked is 18,633 of which 17,710 are in the public 
elementary and secondary schools, and 451 in the state colleges (excluding the 
University of Kentucky), including special schools such as the School for tho Deaf, 
etc, The mode consisting of 2 1097 positions has a nid-range in salary of $950,00, 
The median falls in the group with a mid-range of $1,150,00, The r;iathematical 
average is $1,225,10. In arriving at all of these figures, salaries in excess of 
$2,000,00 are counted as being $2,000.00; however, this does not distort tho table 
for our uses, 

If Table VIIIA is considered with Table VIIID, it is apparent that there is 
little correlation between ago and salary in Kentucky, Ono is likely to find a 
member 60 years old receiving the same salary as a member 20 years old1 

The number of teaching positions paying $2,000,00 or more has increased in 
two years from 1,524 to 2,288, The mode has also increased from mid-range of 
$550,00 to a mid-range of $950,00, 

Data on this series of tables indicate the improvement of salaries generally 
and may indicate that members should be permitted to contribute on salaries larger 
than $2,000,00 for retirement purposes, Slightly over 12% of the membership now 
hold positions in which the salary is $2,000,00 or over and tho number is increas
ing .. 

Table IX, Number of Teachers Retired and Benefits Paid 
July 1, 1942, to June 30 1 1945 

SUPERANNUATION-- - : -- -DI$A:ilf1-ITY :1'otal : Total :Retired :Retired 
Year : Number : Benefits :Number : Benefits:Number : Benefits :Teachcrs:Teacher 

Retired; Paid :Retired: Paid :Retired: Paid :Deceased:J:,iving_ 

1942-43 232 $ 62,439,36 14 $1,426,56 246 $ 63,865,92 17 229 

1943-44 94 80,803,88 8 2,260,49 102 83,064,37 17 314 

1944-45 71 101,452,30 6 2,862,12 77 104,314,42 14 377 

- - - - -
Total 397 $244,695,54 23 $6,549,17 425 $251,244,71 48 377 
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Under the present Law tho curve of increase in Total !lenofits Paid will 
naturally rise at an accelerated rato, 

On July 1 1 1945, 108 members wore retired, increasing immediately to 
$136 1 865,04, tho roquireLlents for annuities, 

The Llaximum annuity for 1945-46 is $720.00, based upon 34 years of sorvioo 
credit, Tho tlaximum paid each year increases by tho. value of one yoar of subse
qu0nt service until half pay or $1,000,00 is reached in 1954, By that year tho 
Retirement System v1ill be disbursing a half million dollars annually for annuities, 
There must be an accumulation of assets early in tho life of tho Retirement System 
if tho future condition is to be sound, 

Retirorwnt for permanent disability from ago 50 to age 59 inclusive, draws an 
annuity based upon ago 60, lf the disabled retirant recovers before ago 60, she 
returns to teaching and· the annuity is terminated, Sho retires lator for super
annuation without loss of any service credit earned before or after retiromont for 
disability. 

Table X. Distribution of Rotironont Bonofits Paid At End of ~uartor 
Juno 30, 1945 

Group • • 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Total 

Median Annual Benefit 

Number of 
T01whors Retired 

131 

46 

32 

32 

19 

13 

15 

13 

20 

7 

24 

13 
-

365 

Range Of 
Bonefi ts Paid 

$100,00 - 149,99 

150.00 - 199,99 

200,00 - 249.99 

250,00 - 299,99 

300,00 - 349.99 

350,00 - 399,99 

two.oo - 449.99 

450,00 .. 499,99 

. 500. 00 - 549. 99 

550,00 - 599,99 

600,00 - 649,99 

650,00 - 699, 99 

$209,37 
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Of present living retirants, 36% receive less than $150,00 per year, The 
median benefit is $209,37, Any retirement system must of necessity start off in 
a small way, since it is a new and costly service the State is unaccustomed to 
bear, !n 1938 when the Retirement Act was first passed and in 1940 when. it was 
amended and the first appropriation made, Kentucky was scarcely out of the 
depression, Concessions calculated to reduce the burden to the State were necessar0 
in order to get any retirement system at all, The principal concessions were: (1) 
that no teachers be retired until July 1, 1942, (2) that the State make no contri
bution excepting a matching contribution until 1942-43, and (3) that tho year 
1940--41 be counted a prior service year, By this mem1s the state's obligation for 
prior service was reduced approximately one million dollars and the retirement 
system had assets of $1 1 928,323.65 at tho time tho first teachers retired, Even 
so, our balance sheet and the Actuary! s report indicate that the State is delin
q'l.ont in its obligation for prior service, !t is hoped that some of this obli
gation will bo taken caro of in the appropriaHon for the ensuing biennium, 

While it is to bo assumed that teachers prior to 1940 had some private pro
visions for retirement, as nmch as meager salarfos could afford, some 20% could 
make no such provision, ?rovision mado by the 80/6 who tried was in many cases 
most inadequate, consisting mainly of shelter, 

The Board of ~'rustoes, wh:tlo unable to do anything about this condition, is 
keenly aware of it and its recommendation follows in this report, 

Of our retired nwmbors, 46% report health good or excellent; 80)b own their 
home, sometimes jointly with another or a lifo interest;· 63% live in city, town 
or village; 35jb live in the country; 11% are omployod; all who are physically ablo 
are doing some useful work; 90% attend· church; 58/'6 contribute to the support of 
those with whom they reside; and 25% to the support of othors, 

On the whole the condiUon of retired members is tolorablo, if the retirant 
is well and if hor mrnuity is in the higher 55% of those i·ocei ving annuities, 
Generally speaking, thoso receiving annuities in the lower 45~& of the rank accord
ing to amount are not now able to aooure medical attention and tho necessities of 
life, At this time 69 retired teachers aro receiving $100,00 per year; all but 5 
are rural teachers, 

FlllANOIAL 

Following General Balance Sheet aro certain schedules giving financial infor
mation more in detail, Unless tho receipts of the Retirement System are maintained 
at more than a mill.ion dollars annually in excess of disbursomonts, whUe tho burden 
of annuities is small, thore will not be sufficient reserves later, The Board of 
Trustees has tried to keep all idle cash invested so as to accumulate tLn greatest 
possible amount of interest, This is deemed essential, The average interest 
return on investments of $5,5l15,000,00 is 2,497;, This is considered high for thoso 
times, but it is low for a 3% annuity system, All investments arc in long term 
United States TreasUI')' bonds, 

Interest at the rate of 3% has been credited to members' active accounts, the 
State Accumulation Fund and the Allowance Rosorvo Fund and there remains a balance 
of $97,410,99 in the Guarantee Fund, Somo profit has been mado on tho sale and 
reinvestment of securities, and with surplus from Stato Accumulation Fund, incurred 
by the refund of accounts of withdrawing and decoasod members, has been <Jovcred intc 
the Guarantee Fund as provided by Law, 
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GENE)RAL BALANCE SHEE'2 
Teachers' Retirement System 

June 30, 1945 

Current Assets 
Cash - Unencumbered 
Cash - Reserved for Encumbrances 

Total 
Underpayments (Due from Districts) 
Unclaimed Balances of Annuitants Dec 1d, 
Less: Annuitant Refund Claims Allowed 

Balance 
Total Current Assets 

Investments1 

U. S, Defense Bonds, Series G 
U, S. Treasury 2?,-% Bonds 
Unamortized Premiums 
Accrued Interest on Bonds Purchased 

Total Invested 

Fixed Assets 
Office Equipment 

Total Assets 

Current Liabilities 
Encumbrances Outstanding 
Overpayments (Due Districts) 

Total Current Liabilities 
Net Assets 

Fund Balances (Surplus) 
El'}len se li'und 2 Teachers' Savings Fund 
State Accumulation Fund - Permanent 
State Accumulation Fund - Temporary 
Allowance Reserve Fund 
Guarantee Fund 

$65,20 
65,20 

$ 

$ 

5 ,4 36, 56 
STI.....?J 

b',271,79 
21.40 

o.oo 

$ 450,000.00 
5,095,000,00 

6,3S7. 71 
l,42b_SO 

$ S35,23 
1,5..00 

$ 11,835,24 
2,675,018.36 
2,675,ou,96 

101,804,62 
8,824.34 

97,410.99 

$ 6,293,19 

5,552,s39,51 

11,6?3_,04 

8~0.23 
$5,569,905.H51 

$5,569,905,51 $51569,905,51 

1 Schedule l, 
2 

Schedule 2, 

During 1944-45 members contributed $646, 73S.13 which wa~ matehod!,l'.dgularllf by 
the state, Schedule 5 gives the total annual contributions of members and state 
for each year since the beginning of the Retirement System and b'' manths for 
1944-45, Reinstatements are indicated in a separate column, 
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GENERAL STATEMENT OF Ri>JCE~l?TS AND DISBURSEhENTS 
Teachers' Retirement Systera 

July 1, 1944, to Juno 30, 1945 

Cash Balance July 1, 1944 
Oash - Unencumbered 
Cash ~ Reserved for Encumbrances 

Total Oash Balance 

Receipts 1 Teachers' Savings 1 State Contribution - Permanent 
State Contribution - Temporary\ 
State Contribution for Expenses 
Interest Earned on Investments 
U, S, Treasury Bonds Sold 
.Annuity Chocks Returned 
Refund Checks Returned 
Excess Refund Recovered 

Total Receipts 
Total Cash Available 

Dis bur semen ts 
Administ!•ative :Elxpensos2 

Actuarial Expense 
Board of Trustees Expense 
~'ideli ty Bonds 
Investment Expense 
Medical Expenso 
Miscellaneous Expense 
Postage 
Printing & Office Supplies 
Salaries 
Telephone & Tel, Expense 
Travel F.xpense 
Office Eq_uipment 

Total 
Disbursements f 01· 194 3-44 
Transferred to State Contribution 

Total 
Refund Olaims Paid3 4 
Retirement Benefits Paid 
Investments Purchased 

Total Disbursements 

Ton1pa 

Cash Balance June 30, 1945 
Oash Reserved for Encumbrances 
Cash Unencumbered 

lschodule 5, 
2Schedule 3, 

3Schodule 4. 
4 

Schedule 6. 

$ 500,00 
589. 70 

50.00 
21,10 
31,00 

279.}8 
457, 54 
814, 92 

21.459, 79 
125.35 
373. 53 
420.26 

$ 168.46 

66.80 

$ 106,991.99 
222.:g 

$ 648,259,97 
646,559,~8 
126,307. 2 
26,200,00 

121,289,05 
418 ,150. 82 

788,84 
86,60 
l.~ 

$ 25,152,57 

235,26 
55, 720.33 

105,103.26 
_1.t.9.Q2. 375, 12 

$ 107 ,214.}l 

-~644,02 
$2,09 '858, }5 

2,088,586,54 
$ 6,271. 79 

835,1_3. 
$ 5,436,56 
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Schedule l 
INVE&'rMErrrs HELD 

Teachers' Retirement System 
June 30, 1945 

r·-· 
Name and Description • Par Value • 

U, S. Defense Bonds, Series G $ 450,000,00 

U, S. Treasury 2-Mb, 1962-67 225,000,00 

U, $. Treasury 2}%, 1963-68 1,000,000,00 

U. S. Treasury 2}%, 1964-69 1,150,000.00 

U. S, Treasury 2Q%1 1965-70 700,000.00 

U, S. Treasurj' 2}%, 1966-71 450,000.00 

U. S. Treasury 21%, 1967-72 420,000.00 

U, s. Treasury 2~%. 1967-72 - 7th, i,150,000,00 -
Total Par Value $5.545,000.00 

Unamortized Premium 61387. 71 

Accrued Interest on Bonds Purchased l &1. 80 

Total Invested $5.582,839,51 

Average Not Yield 

Schedule 2 
TEACHERS' SAVINGS CONTROL LEDGliJR 

Teachers' Retirement System 
June 30, 1945 

Ledger Section . Contributions : Interest • 
1) . (2) . ( 3) • • 

Counties $1,216,217.21 $30,312.68 

Independent Districts i,247,000.04 31,932,50 

Institutions n4,872,69 3,019,74 

State Department of Education 15,465.67 413.65 

Inactive 15,784,18 
--

'JJota.l $2,609.339. 79 $65,678, 57 

--.----· • 
: l'iet Yield 

2.50% 

2, 50;~ 

2,49% 

2.50% 

2,50% 

2.50% 

2.40% 

2,50% 

2,49% 

Balance 
ill 

$1,246,529,89 

1,278,932,54 

n7,892,43 

15' 879-32 

15,784,18 

$2,675,018,36 



1940-41 

1941-42 

1942-43 

1943-44 

1944-45 

Yoar 
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Schedulo 3 
COST OF ADlHNI sTRATI ON 

Teachers I Retirement System 
July 1 1 1940, to June 30 1 1945 

: Receipts of State : Administrative: Per Cent of 
Acownulation Fund . Exp en so • Receipts • ' 

$476,089,49 $23,669,88 4.97% 

481,713,03 18,232.93 3. 78% 

627,680,01 22.}19.39 3.56% 

625,000.00 24,464, 74 3,91% 

772,800,00 26,200.00 3.43% 

The cost of operation of the Retirement System for 1944-45 is well within tho 
amount allowed by KRS. 161,420, Measured by receipts and disbursements, cost of 
operation is less than 1,25% of receipts, An annual budget is made and carefully 
followed, Better service could bo givei+ with a larger staff, but at this time 
experienced office workers cannot be hired for beginning salaries paid oy the State, 

Schedule 4 
REFUNDS TO TEACHEftS 

Teachers 1 Retirement System 
July 1, 1940, to June 30, 1945 

WITHDRAWAL ~-:- --- D~JATH ---:-- SPEOI"AL : TCfJ!AL 
Date : No, : Amow1t : No, : Amount : No, : Amount : !Jo, : Amount 

1940.,.41 151 $ 2,036,96 12 $ 235,54 163 $ 2,272,50 

1941-42 738 20,231:70 38 1,878,55 2 $ 29,32 778 22,139,57 

1942-43 900 37,563,07 58 4,704.18 4 35, 77 962 42,303,02 

1943-44 872 46,706,43 4o 4,604.58 8 127,39 920 51,438,40 

1944-45 914 48, 760,45 52 6,567,58 8 168,27 974 55,496,30 
• -

Total 3,575 $155,298,61 200 $17,990,43 22 $360,75 3,797 $173,649,79 



Teachers' . . 
Date : Savings . • 

Regular • . 
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Schedule 5 
Tjj)A0llilRS 1 SAVINGS Ai'ID STATE OONTRIBUTIONS 

Teacl\Grsl Rotirement Systom 
July 1, 1940, to June 30, 1945 

State . State :stato Oon- ; . 
Rein- • Contri- . Contri- : tri butions • • 
state- : butions - : butions -: for . . 
monts : Pormnnent : Toqpornry : Exronse 

Total 

1940-41 $ 476,136,72 $ $ 476,089,49 $ $ 23,669,88 $ 975,896,09 

1941-42 4in,635,4s 77,55 481, 713, 03 18,232,93 981,658,99 

1942-43 559,626.66 105.00 559,672.98 68,007,63 22'317,03 1,209, 729-30 

1943-44 546 t311, 99 492, 73 546,161,l12 79,205.)8 24, 633,20 1,196,804.72 

1944-45 646, 738,13 1,532,32 646,559,38 126,240,62 26,200.00 1,4471270,45 

Total $2,710,448,98 $2,207,60 $2,710,196,30 $273,453,63 $115,053,04 $5,811,359,55 

1 

Year • • 

1942-43 

1943-44 

1944-45 

Total 

Schedule 6 
RETilliJ/.!l!lHT B.BMEJi'ITS PAID 

Teachers I Retiremont System 
July 1, 1942, to June 30, 1945 

Oil.US]l) OJ!' mnr II@ J.ii11'T 
§!,>£orannuation . DisabiUtv • 

$ 62,439,36 $1,426, 56 

80,803,88 2,260,49 

101,452.}0 2,862,12 

$244' 695, 54 $6,549,17 

Adjusted for annuity checks returned, 

; Total 

$ 63,865,92 

83,064,37 

104 ,314. 421 

$251,2411, 71 
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Spaoe does not permit the inolusion of the Aotuary' s complete. report, The 
Report together "Ii th mortality tables and other data are on file in the Retire
ment office, His Ooncl\1sions ano. Valuation ,Balance Sneet follow: 

"OONOLUSIONS 

"It is my opinion that the Teachers' Retirement System of the State 

of Kentucky may be considered to be in an actuarially 'sound position 

~Iith the exception of the indicated trends, If other trends should 

develop in future valuations they ~lill be subject to such recommenda-

tions for oonsideration as oircumstanoes seem to warrant, Reasonable 

margins of smet:, have been taken into oonsi<lero,tion throughout the cal-

culations going to make up this report, 

liThe rates of ~lithdrawal, mortality, disability, and rotirement, 

which ,'/ere adopted by your actuary in the preparation of the first 

Actuarial Report continue to appear to furnish a reasonable and oonserv-

ative basis on whioh to estimatu and appraiso tho future of the Teachers' 

Retirement System of tho Stato of Kentucky. It is, therefore, rocom-

mended that the tables employed be oontinued for uso until such time as 

conditions indicate 0. lmrranted change in tho fundamental assumptions. 

It is further recommended that the actuarial studies instituted for the 

purpose of this report be continued eaoh year eo as to maintain a con-

tinuity of comparisons bl' whioh to measure the fino.ncial soundness of 

the SYstem. 

liThe books and records in tl)e offioes of the System are maintained 

in acoordance ~lith established principles of accolll1ting and the adminis-

tration of tho SYstorJ is commendably in lino with rocognized managoment 

prooedures. 

URospoc tfully submi ttod, 

II Signed) L. C. Co rt righ t 
A 0 t u a r yll 
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VALUATION BAµA.NCE SHEE'.f: 
THE TEACllilRSI &"l!HlEMEH'r S't'STEM OF KEHTUCKY 

AS OF JULY l, 1945 

CURRENT ASSETS: 
Cash 
Accowits Receivable 
Bond Investments 
Unamortized Promiwns 

!§.§..ll!!§. 

Accrued ~ntorest on Bonds Purchased 
Furniture and Fixtures 

Less, Items Outstanding 
Encumbrances 
Due Di strict s 

Not Current Assets 

$ 6 ,271. 79 
21,40 

5,545,000.00 
6,387,71 
1,451,80 

11,623, 04 

$ 835,23 
___ 15,00 

DEFERRED f\SSETS: (Present Value on 3% interest assumption, otc,) 
Present Value toachol·s• contributions 

mandatory by reason of subsequent 
Service, July l, 1945 (A 1) 

Present Value State's contributions 
mandatory by reason of Subsequent 
Service, July 1, 1945 (A 11 ) 

Indicated deficiency from mombors' 
·future contributions (No covering 
provision in fict) 

Deferred Assets - mandatory by reason of Subsequent Service 

Actuarial Reserve Deficiency: Deforrod 
of the Commonwealth of Kentucky, 

Present Value accrued obligation 
mandatory by reason of Prior Service: 

obligations 

Active members 
Members eligible to retire 

Ourl·ont Asset Deficiency: Present Value 
of accrued Prior Sorvice obligation 
due retired teachers 

Less, Statels Prior Service Contribution 
Not Allowance Re servo Fwid DGfici t 

r 

$ 3,216,181,48 
725,257,46 

$ 1,204,203,97 
104 ,"(59. 77 

Deferred Assets - mandatory by reason of Prior Service 

TOTAL ASS:©'f S 

$ 5,570,755, 74 

850,23. 
$ 5, 569,905, 51 

$ s,639,454,25 

s,639,454,25 

1,104,182,24 

$lSt383,090, 711 

$ 3,941,43s,94 

1,099,444,20 

$ 5 ,o4o, 883, 14 

$28,993,879,39 
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VALUATIOH BALANCE SHElllT 
~'H.E TEACHERS 1 IlET IREl,ililN'.e SYSTEl~ OF ){]j]NTUCKY 

AS OF JULY 1, 1945 

.!! .! ~ ] .! .!! .! ! .! !l .§ 

CURRENT LIABILITIES: 
Expense FW1©. 
Teachers' savings FW1d: Accumulated 
contributions by reason of Subsequent 
Service, July 1, 1941 to July 1, 1945 

State Accumulation Fund: Accumulated 
contributions (State) by reason of 
Subsequent Service, July 1, 1941 to 
July 1, 1945 

Allowance Reserve Ji'und: Retired teachors 1 

S.S. contributions with accumulated 
interest, July 1, 1941 to July 1, 1945 $ 23,953,25 

State S, S, contribution, retired teachers 1 , 

with accumul.ated interest, July 11 1941 
to July 1, 1945 28,507,00 

State P,S, contributions, retired teache;•s 1 , 

July 11 1941 to July 1, 1945 104,759.71 

Guarantee Fund 

Current Liabilities 

$ 11,835,24 

2, 651, 722. 83 

2,651,716,43 

157,220,02 
97,410. 99 

$ 5' 569' 905. 51 

DEFERRED LIABILITIES:. (Present Value on 3% interest assumption, etc,) 
Present Value benefits mandatory 

by reason of subsoquont Service 
active members, July 1, 1945 (B 1) $18,283,630,21 

Present Value of bonefit s mandatory 
by reason of Subsoquent Service, 
members eligible to retire, July 1, 
1945 (B 1 11 ) 99 ,460, 53 

Deferred Liabilities - mandatory by reason of Subsequent 
Service (BI "" BI I I) $18 ,383 ,090, 74 

Proeont Value benef:\.ts mandatory by 
reason of Prior Sorvioo, July 1, 19451 

Active members (B) 
Members eligible to retire (B 11 ) 

Present Value benefits mandatory by 
reason of Prior Service - Retired 
teachers (B' 1 '') 

Less, State Prior Service oontributiona 
$ 1;204,203,97 

104 I 759,7 z 

Deferred Liabilities - mandatory by reason of Prior Service 

TOTAL LIAJlILI'rIES 

$ 3,216,181,48 
725,257,46 

1,099,444,20 
$ 5,040,883,14 

$28,993,879.39 



Brief1o' the ·Actuary mentions throe conditions with warning: 

1. !llhe rate of present contributions by mel~bers and the State aro not suf
ficient to pay the benefits for subsequent service credit earned in the futuro. 
11 This moans an indicated deficiency from [~embers I and state I s contributions, 
amounting to $1,104,182,24, for ~lhich thero is no covoring provision in the L8\<[.1I 

2. The Stato should pay its prior servico obligation as indicated by KRs. 
161.550, that is, .at the rate of 2% of prior service salaries annually. liThe 
accrued prior service obligation due retired teachors is actually a current 
asset deficienc.' since funds in the amount of $1,099,444.20 should be in hand 
frol.) State's Contributions - Temporary." 

3. The offect of pros(mt low interest ratos IJay later beoome a problem. 
II ••• it should bo constantly borne in mind that any disparity betwoen the 
actual earned interest rato and tho three per o(mt rate proscribod by Im[ 
will have a substantial offect on tho sOlmdness of tho System, HO\·revel', the 
margins of safety in favor of the System resulting from a favorable ~[ithdr8\<[al 

rate are ample, at this time, to subsidize this dispflrity in interest, but the 
Board of Trustees and the l<lanagemont should continuo to be constantly alert not 
only to the trend of interest rates, but also to the trend in rJargins of safoty 
resul ting from the withdrawal rates annually oxperionced by the Systom," 

The Board of Trustees. is aware of the forogo~l)g conditions and will havo 
prepared corrective legislation to pro sent to the General i\.sSOElbly in 1946. 

LEGISLATIVE 

In tho ll'oul'th Annual Report of tho Board of Trustoes of the Teachers' 
RetireHont Systom, fourteen propositions doaling "ith the Hetirer.lOnt System of the 
State of Kentucky WBl'e suggested for study. 

During 1944--45 the Retirement office staff has studied nany of these sugges
tions and has roached conclusions. Some havo not been studied, preference being 
given to thoso \'[hieh seemed most pressing, 

The information gathered and calculations r.lade \'[ill be useful in forrmlating 
certain noeded improvements in the Retirement Act. The Kentucl0J Education 
Association, a quasi-governmental organization in its relation to the Retirement 
System. has given full co-operation along certain lines of effort, 

On January 26, 1945. the Planning Board of the K.E.A. nod!) tho follol'ring 
recoml.londationsl 

1. Request full appropriation allowed Retirer.l0nt Act, Section 161,550. 
KHS •• exact amount to be detel'l.lined by tho actuarial study to bo 
made as of June 30, 1945. 
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2. Amend to p~rmit credit for out-of-state service, providod not to 
exceed 15 years of out-of-state prior service is recognized and 
that the teacher is required to mako full contributions for all 
service subsequent to July 1, 1940. 

3. Amend to provide nn option to teachers SO that teachers uay have 
an alternate plan of annuity based on their reSGrve rathGr thnn 
haVing same based on average salary for last five years, 

4. Anend to give uniform increase in annuity for each year at age of 
retirement frou age sixty (60) to seventy (70), providod the 
Actuar.' does not find that this will upset the actuarial basis of 
the Lml unless there is an increase in contributions. Section 
161.620, K.'tS. 

5 • .Araend section 161,430, K:RS., to allow Board to diversify invest
ments. 

6, Incroase miniMum benefits frOLI $100 to $300 and the I.laXiUUID 
benefi ts frou $1000 to $1200 per year. 

NOTE: The Planning Board recommends that no action be taken 
on the above prograf.1 until after the actuarial study of 
tlw state Teachers I Retirer,lent SysteLI has been r;l/lde for 
the five yoar period ending June 30, 1945, and that the 
Actuary be asked to study the effect of each of these 
proposals on the financial soundness of the system. 

Approved by Board of Directors January 27. 1945. 

On July 27, 1945, the Board of Trustees directed its Ohalman to appoint a 
comuittee of three from among the nembership of the Board to IIr'lake a study of the 
situation and to indicate such ru.1(lnd,r.lents as may ssen desirablo and not too 
costly, to be presentod to tho Board for its consideration in viel< of the next 
session of the General i\ssoubly.n 

This OonmittoG rJade the study and reported to the Board of Trustees at its 
regular r:1eoting Novonber 13, 1945. Tho report was received nnd approvod by the 
Board and ordered referred to the Actuary for further study and reool.1f.lendation. 

The sug(;osted ar:1ondnents and tho recoLlf.lendation of the Actuary follo~n 

Increased Minimum Benefits 
Fro"l $100.00 To $300.00 

lilt has been proposed that tho Teachers' Retirement Syster,l Im'T be 
ll1'lended to increase tho mininw:l benefits frOLl $100.00 to $300.00 by tho 
application of a graduated scale starting ~ri th a r.linir,lw;l Annuity of $100,00 
for a mor,lber with 20 yOE\rs of service graduated up\1D.rds by $10,00 per each 
service year in oxoess of 20 years until $300.00 is roaohed;'the now 
inoreased. minlmwa benefits to apply to teachers already retired as well 
as those retiring in tho future. 

I 



IIOor:unont: 

"Tests ~Ihich have been [Jade at the offices of the Teachers I Retire
ment SystOH of the state of Kentucky l10uld indicate that of tho 485 
rot ired teachers approxiuately 45 per cent would be affeoted by tho 
proposed increase in r.linimum bonofi ta. The resulting increase for those 
affected would a~ount to approxi8ataly 50 per cent of their present 
Annuitios. The imnediate increase in the cOst to the Systel1 would arlount 
to approxir.1ately $15,000.00, As nel1 retirant s llro added to the rolls, 
SOIJO l1ill be affeoted by these proposed ne~1 r,linimun benofits but after 
the lapse of a fe~1 years the annual inorease in oost ~Iould booo/J8 a 
dir.linishing iten since the longer the SystoIJ is in operation the less 
~Iill be the nunber of merlbers to be affected by the r,lininuLl benefits. It 
should be pointed out that, if the proposal changing the porcentage 
valuo of oach year of Prior and Subsequent Servioe is enaotod into 10.11, 

the natter of tho oost of the inoreased llinirluJ:l benefi ts would bo of even 
less concorn and ultinately would be of little 01' no irwort. 

IIReool.ll1endation I 

II It is the recoJ:l8enda,tion of your aotuary that the inoreased ninirmm 
benefits be enaoted into lml if for no other roason than the fact that tho 
J:linirmlJ bonefits presoribed in the present 10.\'1 are such as to result in 
Annuities 10 ss in araount than the benefits provided to elail.lant s b;r the 
State l~elfare Department, Participants in the Teaohersl RGtireflont 
Systetl of the State of Kontucky should, as a mtter of logic, roceive 
larger flinil1ur~ benef! ts than those provided by the State Departr.lOnt of 
Welfare to non-partioipants,1I 

Peroentage Value Of Each Year 
Of Prior And Subsequent Servioe 

II It has been propo sed that the Teaohers I Retirement System lml 
be amended SO as to make uniform the percentage value of each year of 
Prior and Subsequent Service regardless of the age at retirement and 
equal to the percentage specified in the present la~1 at age 70. 

"Oomments: 

liThe foregoing propo sal means that a member retiring at age 60 
would be granted an annui ty where eaoh year of Prior Service ~Iould have 
the value of one per cent of his average Prior Service salary for the 
last five years of Prior Servioe, and one and one-half per oent of his 
Avernge Subsequent Servine salary for the last five years of Subsequent 
8el'vice. Like\'li so, a member retiring at age 70 ~Iould bo granted an 
annuity where eaoh year of Prior Servioe would have the value of one 
per cent of his averege Prior Servioe salary for the last five years of 
Prior Servioe, and one and one-half per cent of his average Subsoquent 
Service salary for tho last five years of Subsequent Service, The 
measure for the annuity granted a member retiring at age 60 is the same 
as the measure of the annuity of a member retiring at age 70, The pro
posal does not take into consideration the probable variatipn in the 
length of lVe as between tho member who retires at ago 60 and the 
member ~Iho rotires at ago 70, It would be unjust, in the opinion of your 
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actuary, to thus favor members who elect to retire at ages ear:Lier than 
age 70, 

II Recommend.at ion I 

II In lieu of the proposal as submitted, a modified p1•oposal to 
establish an increase in the percentage value of each year of service 
that would be actuarially proportionate to the present law at age 70 
is recommended, It is further recommended that retirements on account 
of disability between the ages of 50 and 59 carry the same percentage 
value for each year of service as that suggested by the modified 
proposal at age 60, 11 

TABLE IV, (Ext,) FACTOHS FOR THE ACTUARY 1 S RECOllilliEliDATION 

-~----T· '• 0 - -~ 

Discount : Discount 
Age . 

3% • Factors : Factors • • 
Female . a . 

Eq_ual%to • Eq_ual%to . • • 
Table : x . a) . a3 • • 

'·0 ; ~-.iO 

50 17,84964 • 59121 
51 17,50283 • 60293 Retirants 
52 17, 15249 .61524 

§4 16, 79884 • 62820 for 
16, 44204 • 64183 

Disability 

55 16,06243 ,65618 use 
56 15, 72020 .67130 
57 15,35566 ,68724 Factor -
58 14,98909 ,70404 
59 14,62080 • 72178 Age 60 

60 14,25107 • 74050 • 74050 
61 13,88028 • 76028 • 76028 
62 13, 50872 • 78119 • 78119 
63 13,13677 • 80331 • 80331 
64 12, 76477 • 82672 • 82672 

65 12, 39309 • 85151 • 85151 ,:.-- -
66 12,02211 ,87779 • 87779 
67 11,65224 ,90565 • 90565 
68 11, 28381 • 93523 • 93523 
69 l0,91726 • 96663 .96663 
70 10,55296 1,00000 1,00000 

-
:.!'ti; 
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Such an amendment would increllse annuities 20% on the average, For the 
average teacher the increase at age 60 is 48%: at age 61, 52%: at age 64, 65%: 
at age 65 somewhat more than the present Law: with uniform increases to age 69 
where it is 22% higher than the present Law. At age 70 t!)e annuity would be 
the same as at present, 

The general and common effect is, (l) to increase by an average of 20% the 
annuities of teachers retiring under age 70, and (2) to eliminate completely the 
marked increases of annui Hes from age 6l1 to age 65 and from age 69 to age 70 
without decreasing any annuities, 

On a graph the curve of the proposed annuities, superimposed upon the curve 
of present annuities, is 4igher at every age, is a uniform curve, and the curves 
join at age 70, 

This proposed change is for members who will retire in the future; the change 
in minimum annuities being for the relief of members already retired, 

Increased Maximum Benefits 
From $1000,00 To $1200,00 

The present Law provides for a maximum benefit of half-pay or $1000.00, 
whichever is tho smaller, The proposed change would provide for a maximum 
benefit of half-pay or $1200, 00, whichever is the smaller, 

llinasmuch as this proposal is not intended to increase the maximum 
salary measure for Prior Service beyond its present $2000,00 limit there 
would be no increase in the state 1 s obligation for Prior Service, 11 

tf the maximum salary measure is likewise modified from $2000,00 to $2400,00 
as a part of this proposal, members of the System whose salaries fall between 
$2000,00 and $2400,00 1 both inclusive, would contribute on such a salary base 
and the State would be required under the Law to match these increased contribu,-. 
tions, 

11Except for the period July 1, 19110, until the proposal becomes 
effective during which time maximum contributions were measured by a 
$2000,00 salary, the obligations for Subsequent Service would be current
ly met , , , Of course, the shortage , , , would constitute an 
increased cost for which provision should be made, 

"Recommendation: 

11 Sinco the increase in cost in connection with this proposal is 
shared equally between the members and the State as far as future con
tributions are concerned, and since the members evidently are willing 
to assume their share of the burden, the State should wHlingly under
take its increased annual matching contribution, It is the recorrmonda
tion of your actuary that tho proposal be enacted into law. This recom
mendation is on the assumption that the State would be willing to assumo 
the added financial burden caused by the small shortage in membors 1 and 
State 1 s matching contributions for the period from July 1 1 1940, to the 
effective date of the change, II 



Out-of-state Servioe 

It has been proposed that the Law be amended to allol" membors to olaim 
oredit for out-of·.state servioe ~,ithin oertain limitations. 

For each yoar of servioe subsequent to July 1, 1940, for whioh oontribution 
and 3% oompound interest are paid, ono additional year of out-of-state prior ser
vioe oredit may be offered. tho total paid for and free not to exoeed eight years 
of eaoh k~nd. This is a general statement; there are oertain other restriotions. 

IIComments: 

IIThis proposal >lill affeot 1,958 present members of tho System 
having an aggregate of 8.950 years of out-of-state servioe. 

II It is safe to start out on the premise that the valiclation of 
out-of-state oredits involving only 8.950 years is not suoh as to 
~lOrk any material hardship on the Kentuoky System or suoh as to impose 
a material financial burden on the state of Kentucky. The years of 
out-of-state service are, for all praotical purposes, evenly divided 
bet>leen Prior Service and Subsequent Service but even if the total 
number of years of out-of-state servioe >lero all Prior Service and the 
State assumed the entire finanoial burden it l'fOuld not be an unwar
ranted undertaking within the l:\.mits and oonditions proscribed. 

liThe Imls governing most state finanoed teachers I retirement 
systems contain provisions as to credits for out-of-state servioe 
l1hieh serve as a means of reciprocity. The State that does not have 
some arrangement for oredi t for out-of-state service is the exception 
rather than the rule. The theory underlying credit s for out-of-state 
service is. apparently, that the movement of teachers from one state 
to another, on the average, will be on about a 50-50 basis and that no 
undue hardship 1·,ill be ~,orked upon a partioular tee.chers I retirement 
system beoause thore will be about as many transfers flowing to another 
state system as ~lill flow from that system. The theory is relatively 
sound as long as the terms under which out-of~state servico is creditod 
is not glaringly· more liberal in one state then those of its inlLlodiate 
neighbor s. 

IfRecommonda't ion: 

IIInasmuoh as the cost to tho state probably will not exceed. 
$100,000.00 and the la~ls of te&ohers' retirement systems in neighbor
ing states already oontain liberal provisions for out-nf-state service 
credi ta, the proposal is reoommended by your actuary,lI 

Revision of Basis for l1embers' Contributions 

Each of the proposed changes enumerated above >lill require a~ditional funds. 
Eaoh increases the liabilities of the Retirement System. It follows that addi
tional assets r,lUst be aaquire~ in order to increase the minimum annuity; increase 
annuities for members retiring under age 70: increase the maximum annuity; and 
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provide for some credit for out-of-state service. 

To take care of those liabilities and to liquidate tho deficiency accumu
lating gradually on subsequent service. members of the Retirement System and 
Oommittees e.uthorized to speak for them he.ve reoommended that the oontribution of 
members e.nd the matohing contribution of the State be increased, The Board of 
Trustees after due consideration has approved this recommendation, 

/101'0 specifically, it has been proposed that the 1ml be amonded to change the 
basi s upon which members loon tri butions are made from contributions measured by 
age "at entrance" to contributions r.1easured by "attained age," the percentage 
rates changing at age 30 and at age 40. The proposal would [.lOan that both present 
mer.lbers and ne~1 members ~Iho are less than 30 years of age would contribute at the 
rate of 2%: those 30 years of age and less than 40 at the rate of 3%: those 40 
or older ~Iould contribute 4%, j\.s the mO[lber progressed through the age range 
from year to year, the memberl s contribution I'lould increase from 2% to 3% and to 
4%, depending upon the age attai ned on July 1, the first day of the scholastic 
year. 

"Under the present law any member having en tared or entering 
the System under age 30 oontinuos to [Jake contributions at the rate of 
2 per cent for the balance of his term of mOf.lbership. .AlW menbor hav
ing entered or entering the System betl'loen ages 30 and 39 oontinues to 
f.lake contributions at the rate of 3 POI' cont for the balanco of his 
term of mombership. Any member having entered or entering the Systor; 
at age 40 or Over continues to f,'ake contributions at the rate of 4 per 
cont for the balance of hi s terl.1 of membership. Sinco it is logical to 
expect nevI entrants to come into the SystCLl at an age under 30 ,real's, 
the ul timate overall con tri but ion under the present Iml I'lill gradually 
approaoh 2 per cent of annual oOr:lpensation as the years pass. The 
present lml, therefore, can be looked upon as offering dif.linishing re
turns for the years in the foreseeable future down to approximately 2 
per cent of annual compensation. 

"The proposed change ~Iould stabilize the overall return from 
member contributions at a figure slightly in excess of 3 per cent of 
annual compensation, Since nenbers l contributions are uatched by the 
State, the aggregate overall contributions on account of Subsequent 
Service ~Iould bo stabilized at sOLlething over 6 per cent of the total 
annual compensation of the membership, under tho proposed assunption, 
however, that no individual salary shall bo considered to be in excess 
of $2400,00 per year for the purposes of the Syster.l. 

"By reason of the change fron age at entranco to attained age 
of tho present menbors sinoe July 1, 1940, the iLunediate effect of the 
proposal would be to increase the total of both members l contributions 
and Statels r:latching contributions. During the first ,rear of opera
tion under this proposal the inc.rease in contrirutions by the menbers 
,fould be approximatoly $47,000,00, and a like increase by the state, 
making a total inorease at the end of tho first year of operation of 
approximately $94,000.00. The contributions, both from members and the 
State, would then level off. 
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llHowever, by cor.1parison with tho present law, which brings in 
a diminishing return fror.1 contributions for a nwjbor of yem·s, the new 
proposal would uean an onnual increase in the contributions from both 
the mer:1bers and tho State, This annual increase, by oonpari son with 
the present law, would, after the first year, ar:1ount to approximately 
$17,000,00 per year until the old law itself would level off at a 2 per 
cent nwbers' oontri but ion rate, 

llA word of caution should be voiced as to the advantages ex
pected as a result of this proposal, It should not be looked upon as 
a panacea for all of the ills to which a retirenent systen is heir. It 
cannot bo expected to provide funds to finance the increased coats of 
the various other proposals discussed in this report and, at the same 
tir"e, counteract the adverse trends pointed out in the Actuarial Report 
as of July 11 1945, While it will counteract the present decreasing 
trend in mer:1bers' and State's contributions for SubseCJ,uent Sorvico and 
provide margins that may, to a degree, offset the increased costs 
incident to the various proposals disct.issod heroin, it will not, in the 
opinion of our 1.>ctuary, obviate the ultinate nocessito' for ar.1endatory 
legislation pointed out in the .Actuarial Report, 

llRecom.1endat ion: 

11 The wisdor.1 of this proposed change in the law governing the 
Teachers' Retirement System of the State of Kentucky is ir.u"odiately 
apparent and it is the recommendation of your actuary that the proposal 
be enacted in to law, 

Budget 

11 It is tho understanding of your actuary that the appropriation 
for the fiscal year 1946-47 has been fixed at $840,000,00 for tho 
State's Pernanent annual contribution to r.1atch the contributions be· 
mer.1bers; at $300,000,00 for the State's Teu1porary contribution to cover 
its obligation for Prior Service and at $30 9000,00 for expenses of 
administration. This aggregates $1,170 1000,00 for the fiscal year 
1946-4 7 and, in the opinion of your actuary, is the ar.iount needed to 
adeCJ,uately finance the System for the fiscal year, The same aDount 
will be required for the fiscal year 1947~48, The budget has been 
prepared in the offices of the System in accordance with ~ection 
161,550, Kentt.iok;y Revised Statutes, The budget should be ad.eCJ,uate to 
discharge the ob).igations of the State including those created by the 
proposals disct.issed herein for the bienniurn 1946-48, 11 



TeacLers 1 Retirenent Systen 
CONSOLID.A:r::W E.ALANC:ii: SHiiiET - .ALL FUN.DS 

June 30, 1945 

Teachers-' - : State : Allowa..'l'lce: 
Expense : savings : AccUDulation : Reserve : Guarantee 

ASSETS: 
Cash 
Ad.vanced for Investoent 
Accounts Receivable 
Due fron Guarantee Fund. 
Invcstnents - Par Value 
Unaoortized Preuiu;os 
Accrued Int. on Invest. Pur. 
Office Equipnent 
Unused. Postage Deposit 
Unclained. Balances of 

1 .Annuitants Deceased 
.=t "' Due froo State Accu::i. Fund. 

I 

Total 

LIKBILITIES: 

: Fund : 

$ 1,047.43 

ll,.623.04 
56.59 

$12,727.06 

Fund. : Fund : Fund 

$ 493.88 $ 3,574.18 $ 757,00 
2,608,839.51 

21.4o 
2,707,000.00 7,000.00 

65,_678.57 66,242.57 1,067.34 

65.20 

$2,675,033.36 $2,776,816.75 $8,SS9.54 

Accounts Payable $ 835.23 $ 15.00 $ $ 
- --·1iue -Guarantee Fund. 

Due Teachers' Savi'lgs Fund. 
Due St·ate Accu::iulation Fund 
Due Allowance Reserve Fund. 
1\nr.uitant Refund Clai::-:s Allowed 
Fund Balances ll,891.83 2,675,018.36 

.17 

65.20 
2,776,816.58** 8,824,34 

: Fund 

s 399.30 
230,000.00 

.17 

$230,399.47 

$ 

65,678.57 
66,242.57 
1,067.34 

97,410.99 

: 
: 
: 

: 
Investnen t : Totals 

Fund 

$ $ 6,271.79 

21.40 

5,545,000.00 5,545,000.00 
6,387.71 6,)87-71 
1,451.80 1,451.80 

ll,623.04 
56.59 

65.20 

$5,552,839.51 $5,570,877.53* 

$ $ 
230,000.00 

2,608,839.51 
2,707,000.00 

7,000.00 

850.23 

65.20 
5,569,962.10 

Totals $12,727.06 $2,675,033.36 $2,776,816.75 $8,889.54 $230,399.47 $5.552,839.51 $5,570,877.53* 

* Inter-Fu.'ld Accounts onitted. 
** Pernanent and Tei:rporary Contributions. 



CONSOLI1lATED Sl'.ll.TEkli:iiT OF OP~IONS 
YE.AR ENDED .TUITI<J 30 , l 'j4 5 

: : Teachers 1 : State : Allowance: 

FU.'1.d :Balance July 1, 1944 
Net Adjustments 

Net Balance July 1, 1944 

Revenue: 

$ 

$ 

Expense : Savings : Accunulation : Reserve : Guarantee : Investnent 
Fund : Fund : Fund : Fund : Fund : Fund 

182.47 
52.79 

235.26 

$2,029,433.99 $2,0S3,601.65 $ 5,923.61 $ 62,347.96 $ 
___ (,__,3~.8~0) (172.07) 1.60 

$2,029,430.19 $2,083,429.58 $ 5,923.61 $ 62,355.56 

.Allotnent for Expenses 28,ooo.oo 
Teachers' Savings 
Reinstatenents 
State Contribution - Fer. 
State Contribution - Ter:rp. 
Interest on Investnents 
Profit on Sales of In.-estnent s 

J. Gifts and :Bequests 
!' Annuity Paynent Checks Returned 

Interest on Fund :Balarces 
Inter-Fund Transfers 
Advanced for Investner.t 
U. S. Treasury :Bonds Sold 

646,738.13 
1,532.32 

65,694.51 

646,727.65 
126,307.42 

66,25s.51 
1,532.32 

788.84 
l,o67.34 

161,779.60 

lOS,085.3s 
7,4s6.64 

.so 

54,6s1.09 

12,277.22 

1,490,097.90 
400,000.00 

Totals 

$4,1s1,4s9.68 
(115.48) 

$4,1s1,374.20 

2s,ooo.oo 
646, 738.13 

1,532.32 
646, 727. 65 
126,307.42 
120,362.60 

7 ,4s6.64 
.so 

78S.84 
133,020.36 
217 ,933.01 

1,490,097.90 
400.000.00 

Total Revenue~ Fund J3als. $28,235.26 $2,743,395.15 $2,924,255.48 $169,559.39 $232,609.47 $1,902,375.12 $8,000,429.S7 

IDperatin~ Charges: 
Actuarial Expenses 
:Board of Trustees 
.Fidelity :Bond 
Investnent Expenses 

Jviedical Expenses 
~lizcellaneous E:x;penses 
Postage 
Dffice Supplies & Printing 
. .Salaries 
Telephone & Telegraph 

500.00 
589.70 

50.00 
21.10 
31.00 

279.3s 
457.54 
814.92 

21,459.79 
125.35 

500.00 
589.70 

50.00 
21.10 
31.00 

279.3s 
457.54 
814.92 

21,459.79 
125.35 



Opera.ting Charges: (Continuei) 
Traveling Expenses 
Office E~uipnent 
Prior Year Paynents 
Inter-Fund Transfers 
Refunds 
Retirenent Allowances Paid 
Interest on F'J...~d ~ala.r-<:es 

~. S. Defense :Bonds, Series G 
U. S. Treasury Bonds 2~% 
Accrued Interest Purcr_ased 

Total Opera.ting Charges 

-A Fund Jlalances, June 30, 
I 1945 

: Expense : 
Fund. : 

$ 373.53 $ 
450.26 
168.46 

1,866.80 

Teachers 1 

savings 
Fund 

68,376. 79 

: State : .Allowance: 
: Accunula.tion : Reserve : Guarantee 
: Fund : Fund. : Fund 

$ $ $ 

147,438.90 2,178.12 
55,.631. 79 

105,103.26 
133,020.36 

: Investnent : Totals 
: Fund 

$ $ 373.53 
450.26 
168.46 

219,860.61 
55,631.79 

105,103.26 
133,020.36 

100,000.00 100,000.00 
1,800,000.00 1,800,000.00 

2,375.12 2,375.12 

$27,187.83 $ 68,376.79 $ 147,438.90 $160,735.05 $135,193.48 $1,902,375.12 $2,441,312.17 

$ l,o47.43 $2,675,018.36 $2,776,816.58 $ 8,824.34 $ 97~410.99 $ o.oo $5,559,117.70 



iOCC:;:JcILJlli'.liEl~T oF FTh-IJJ :sA~";.~ ~011s, PER .&i.JDI'.l' P..EPo:n.::2, 1~-ITH ZGcc:r:.:Js 
OF D IVI SI or~ OF ACCODllJT s Alfil COl>Ji'.P~OL, DEP ART~·i:SThTT OJ? :t' Il~K&CE 

AS OF .Jlli'G 30, 1945 

: : Tec.chers t : State : .Allowa.".lce : 
: Expense : Savings : Accunulation : Reserve : Guarantee : Totals 
: Fund : Fu.'l.d : Fund : Fund : Fund 

Fund Eala.'lce, Per Balance Sheet $11,891.83 $2,675,018.36 $2,776,816.58 $8,824. 34 $ 97,410.99 $5,569,962.10 

.Amount Invested in Office Equipnent (11,623.o4) (11,623.04) 

Underpaynents (6.40) (6.4o) 

1 
Interest on Fund Balances not credited 

~ by Division of Accounts and Control (65,678.57) ( 66 ,242. 57) (1,067.34) 132,988.48 
1 

Unused Postage Deposit (56. 59) 

Outstanding :Encu.obrances (56.59) 

Adjustment for Interest on Special 
Fund .17 (.17) 

/ 

Fund :Balance, June 30, 1)45, Per $ 212.20 $2,609,333.39 $2,710,574.18* $7.757.00** $230,399.30 $5.558,276.07 
Division of Accounts ant Control 

* Includ.es balancss of Sk,te AccUJ:lulation, Account # 11,320 a.'l.d State TeCJ:pcrary Contribution, Account # 11,325. 

** 
Includ.es Allowance Reserve Fund., Account # 11,330 and Cash for Retirenent illm1ancs Peynents, Accou.'lt # ll,335. 



Honorable Simeon l'1illi s 
Governor of j(en t ucky 
Frankfort, Kent ucl<y 

Dear Governor Willis: 

Frankfort, Kentucky 
November 30, 1945 

l~e submi t herewith report of our audit of the Teachers' Retire
ment System of the state of Kentucky, for the year ended June 30, 1945. 

This examination was made by Bert L. Sparks, under my super-
vi sion. 

Respectfully yours, 

(Signed) C. I. Ross 

O. I. Ross 
Auditor of Public Accounts 

Attention is called to the fact that the posting to the Teachers' 
Ledger is several months in arrears. This condi tion has consistently existed 
almost from the beginning of .operations by the Retirement System, ~Ie 

recommend that the ~!Ork of posting be reorganized in such a waJ' that it \"ill 
be brought up to date and kept up to date at all times. By doing this it 
,,111 incl'ease the ledgerl.s usefulness, save time, and prevent errors and 
confusion. 

Employees in charge of the acco unting system seem to be \'lell 
qualified, both by training and eXI?erience, to handle the work efficiently. 


