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LETTER OF TRANSMITTAL

Commonweal.th of Kentucky
Teachors! Retirement System
Frankfort

Honorable Simeon Willls
Governor of Kentueky
Frankfort, Kentucky

Dear Governor Willis:

The Fifth Ammual Report of the Board of Trusteesg of the Teachers! Retire-
nent System of the ftate of Kentucky, made in compliance with KHS, 161 320, is
regpectfully submltted

Evaluation Balance Sheet and pertinent excerpts from Reports of the Actuary
of the System, made ln accordance with KRS, 161,400, are included in this Report,

Report of the Audltor of the Commonwenlih of Kentueky, made under KRS,
hj.OSO. hag been filed and reference thereto is made,

Record of the proceedings of the Board of Trustees ig maintained in good
order, the funds of the System galfely lnvested, and the Law faithfully carried
oub,

Respectfully yours,

(Signed) Hary J, Maguire

Chairman, Board of Trustees

(Signed) ¥, 0, Kimbler

Secretary, Teachers! Retirement System
December 1, 1945
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INPRODUGION

The Toachers! Retirement System of the State of Kentucky began operabtion July 1
l9u0, and the fifth figcal year ended June 30, 1945, The end of the fifth year of
operabion hag special significance in that, at that time, tho Board of Trustees is
to provide for a complete Acbuarial study of the System and report needed changes,
if any, and to request a sufficient budget In the light of any changes; as provided
in KKS, 161,400 limited by XBS, 161,550,

The members of the Board of Trustees upon whom thig responsibility devolves
are.;

Mary J. Maguire, Chalrman, Lexington

L. ¢, Curry, Vice Chairman, Bowling Green

Morton Walker, member, Loulaville

J. ¥, Williamas, Superintendent of Public Instruction, ¥rankfort
Hdward L, Cawood, Banker, member, Harlan

T. W. Vinson, State Treasuror, Frankfort

Bldon 8, Dummit, Attorney General, Frankfert

The Board of Trusteecs mects quarterly in the office of the Superintendent of
Public Instruction, He has been present at sach meeting, The advice of the State
Treagurer and the Attorney General is always available to the Board and the office
ataff,

The war has csused wnusual conditions of turnover in the teaching staff of the
public gchools and this occasions lncreassed work in the Retirement office, which
ig loocated adjscent to the Department of EBducation, and has a staff of ton workers
ineluding the Secretary of the Retirement System,

The 18,771 accounts of active members and the 11,229 accounts of members
pregently not teaching are on individual ledger cards and are kept in fireprcof
containers, The proceedings of the Board, the Tund Account Books, Bond Reglstor,
and other vital records are kept in a fireproof safe.

- The Retirement office receives cach month a copy of the pay roll fromeach
school digtrict and participating college or institution together with a check for
the total of the contributions of the members represented thereon, and which, after
record igs made, is covored into the Treasury of the Commbawealth through the hands
of the gtate Treasurer and credited to the proper Fund, BEach month the appropris~
tion to the Retirement System ig drawn upon by warrant Vo State Treasurer to match
said members' contrivutlions as provided by Law., This is oredited to the State
Accumulation Fund,

Interegt on gecurities held by the State Treasurer is collected regularly and
Placed to the c¢redit of the Guarantee Fund, All funds and accounts are halanced
nmonthly,

Refunds to members permanently locaving the profession of teaching are made at
the cloge of the month following the month of receipt of application for refund
properly verified and the gurrender of the Retirement Certificate,

Beneficiaries, guardians, and administrators of estates of deceased members
are settled with promptly, wpon the filing of the proper documentg from Probate
Gourts or other officlals with satigfactory proof of death.
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Retiremont checks are mailed without delay and in accordance with KRS. 161,640,

About 400 inquiries from teoachers are answercd cach month, These usually por-
tain to individual status under the Retirement Act,

STATISTICAL

How members are more or less delinquent in filing Service Forms provided by
the Board, This affects our Net Memborship Table I and in course of time would
deprive tho System of necded exporionce data, Practically every experienced teacher
has filed a Service Form A~lL and'been issued a Prior Service Certificate as required
by KRS, 161,500, To date 22,294 prior service certificates have been igsued by the
" Board cf Trusteecs, '

Table I, Not Membership 19hl.lLs

I‘Iet membel_‘ship preViouSIy I‘epOT'Ged. P T T T T T T T T P S S 21!29-{
Now members with Prior SorviCo o+ o 4 v 4 o v v v v o o v s s 0 s o o 2 s 316

New memberg without prior gervice o+ o o o« 4 ¢ v ¢ v 6 5 5 o + & o 4 o o @ 789
Total gross membershlp . 4 v v v v 4 4 0 v v e v i v s e s e s EETHBE

Withdrawals and deaths 1GWM-45 . ., . v, . v o0 . ., . 1,110

lombers rotired July 1, 1945 , , ., . 108 1,022
Net memborship July 1, 1945 + 4, v v v v v v v v s s w0 v v o o 0 o 21,180

-
.
-
-
-
-
-
-
-
-
-
-
L]
-
-

Tablo I shows the number of fteachers who have contributed ag recently as three
vears and who have filed service forms, On July 1, 1945, intercst stopped on 1,732
sccounts, There are approximately 30,000 accounts on which intoerest is still added
monthly, Of this number, 18,771 are paylng contributions and 11,229 are not tecach-
ing this year,

On July 1, 1944, interest stopped on 1;169 accounts not ircluded in the fore-
going.

Actlve members pay their contributions oy deduction on the pay roll, regard-
less of whether they have filed service forms and hold retirement certificates, To
date 4,698 Retiroment Certificates hove been issued upon the basls of Forms A-2
filed by now teachers, making a total of 26,992 Retircment Oertificates issued,

Since there are 18,771 presently paying contributiong, and of which gbout
2,000 have not filed service forms, 1t indicatces in part the great turnover in
teachers during the war,

-The number of gervice forms filed constitute a valid sampling of the member-
ship, but it would be better if every new teacher, upon signing contract to tcach,
filed her retirement service form as required by KRS, 161,480,
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The Service Form is filed only once during continuous memberghip,
During 194U-45 we gained one participating unit and lost by merger two units,

leaving a net nwaber of participating units of 268,

Table II, Number of Memberg, Prlor Service and gSalaries End of Fifth Year

¢ - _.mwl. il

PRIOR SWRVICA 3 PRIOR GERVICE SALARY

Ttems , -;Number ; Totsl ! Averapge! Agegregate 1 Aversge
Brought Forward , , , o , . 21,709 202,544, 06 9433 ~ $16,417,966,20 § 756.2S
Wew with Prior Service ., , 316 2,024,6 R o 324,209,73  1,026,04
New without Prior Service , 789 ~ - - -

Sub Total , , ., . ., 22,814 204,568,660 9.3  $16,742,195,93 $ 760,1¢
Withdrawals and Deaths .+ » 1,114 7,984,6 7.2 694, 041,43 890, 36
Rotired July 1, 1945 , ., , 108 2,927.9 27,1 ' 111,166,56 1,029,732

Totals and Averages 21,592  193%,656,2 9.6 $15,932,987,94 $ T4o,h3

Table II shows that U1l members have filed Service Forms A-l but have not con-
tributed for more than three years, Whon they withdraw their accounts, thesce forms
will he counted in a different category and will not appear in this table,

The average prior service; the aggregate and average prior service salaries
are for teachers having prior sevvice only, The Stabe's annual obligation for
prior gervice ls measured by thig table and for 194546 15 2% of $15,932,987,94
which is $318,659,76 cxastly,

The earliey the State meets its obligation for prior service, the less it will
be, due to 3% compound interest being eredited to the Allowance Resorve Fund,

The average prior service shows a slight increase, but the trond is distinectly
downward, On July 1, 19M5, menbers held approximately 194,000 years of prior ger-
vice credit and approximately TH,000 years of subsequent service credit, The prior
service credit will diminish each year and the subscquent service credit will
increage at the rate of one year for cach teaching pogition coming under the pur-
view of the Retircement Act,

‘Table III shows the overwhelming number of new members not of college gradua-
tion age, The salary indicates few or no college hours for those 20 and under,
Lagt year the avorage salary of new entrants without prior scrvice wag $781,87;
thie year it is $1,008,90. Many of the young-middle-aged menbers indicated on this
table are teaching to help out and will leave the profession as soon as thoy can
be replaced. There lg evidence of a few guch replacements at this time,
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Tgble III, Distribution by Ases of 789 Now Entrants Without Prior Sorvice 1944-U45

——

K : . SALARLAS
Ago : _Humbor P Motal B Average
20 and under 27l $210 059, 29 $ 766,63
2l 87 90,529, 1,040,57
22 69 71,944, 9 1,042,568
23 39 39, 796 2u 1,020,42
2l 28 30,888,973 1,103,18
25 26 25,862, 61 99k, 72
26 22 2M,667,37 1,121,224
27 20 21,466, 70 1,073, 34
28 15 18 9&6 06 ©1,263,07
29 23 28,007,92 L2177
30 15 18,965,40 1,264, 36
71 19 26,015,47 1,570, 32
32 1h 15,544,90 1,110,735
33 14 16,495,00 1,178,21
3u 18 19,264, 52 1,070,25
35 6 6,005,15 1,000,83
36 9 10,065,141 1,118,38
37 15 19,722,00 1 31u 0
38 Y 7,02%,00 ©1,755.80
39 10 12,697,62 1,269.76
40 8 71947, 40 993,43
) 9 11,762,20 1,306,91
L2 7 9,109, 50 1,301, 36
43 3 I},06%3,47 1,354,109
Ly 3 4,528,849 1,509, 30
45 2 1,367 75 683, 88
46 1 1,040,540 1,040,4%0
47 6 10,331,022 1,721,87
ug 6 g, 1ou 10 1,517.35
9 1 736400 736,00
50 Y 34553.00 888,25
51 0 0,00 0,00
52 5 10,000, 00 2,000,00
5 0 0,00 0,00
5 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
K8 1 1,215,00 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 ovor e 0,00 __0.00
Totals and Average 789 $796,029,67 $1,008,90



Table IV, Distribution by Ages of 316 Hew Entrants With Prior ‘Service 19U4-ls

—

PRIOR SHRVICH t___ DRIOK SARVICH GaLARY

: {
Ago : Number R

Averages

" Total ':"Aﬁeragé i Total 1 Average
ol 2 2,0 1.0 $ 1,470.00 $ 935,00
25 1 1,0 1,0 954, 00 95U, 00
27 2 T4 3.7 2,201,00 1,100,50
28 I 9,0 2.% 3,553, 38 888, 35
29 g 14,8 1.9 8,693,50 1,086, 70
30 9 30,2 3,1 &,604,11 956,01
31 6 19,9 3.3 6,377.08 1,062, 85
32 9 31,7 3.5 7,852,146 872,50
33 18 79,2 b 17,376.08 965, 34
s 16 79.2 5.0 18,847,67 1,177,98
35 15 72,2 4,8 16,040,17 1,069, 34
36 14 9%,9 6.7 17,141,12 1,224, 37
37 16 88,1 525 16,610,20 1,038,14
38 21 106,6 5.1 20,1495, 53 97598
39 16 17.6 4,9 16,521, 1k 1,032,587
L0 17 93,6 5,5 18,597, 72 1,093.,98
1%} 12 77.6 6.5 1L, 486,63 1,207,22
42 9 54,0 6,0 ?,933.76 1,103.75
143 15 124, 8.3 1, 809,96 987,33
Ly 10 70,8 7.8 10,312, 64 1,031,26
U5 14 70,8 5.5 15,719,81 1,122,85
46 g 47,6 6,0 6, 3U7, k41 793,43
47 8 72,4 9.5 71912,55 989,07
48 10 90,4 9.4 10,674,735 1,067,414
g 8 60,1 7.5 6,983, 0l 8712, 88
50 6 43,2 7.2 5,380, 5l 896, 75
51 6 Hh9,5 9.9 5,1478,50 913,08
52 5 51,3 1,2 4, 250,45 850, 09
53 L 27.9 7,0 4,331, 50 1,082, 88
Bl 5 42,5 8.5 3,957.50 791,50
55 3 .39,0 13,0 2,688,00 896,00
56 h 101,8 20,4 5,962, 62 1,192,50
57 6 7147 13,0 5,062,67 843,78
60 2 27.5 13,8 1,895, 39 947,70
62 2 775 18,8 2,418,265 1,209,1%
64 1 6,0 6.0 679,00 679,00
65 1 26,8 26,8 1,070,00 1.,070,00
67 1 He0 5.0 840,00 880,00
68 1 4,0 h,0 1,260,00 1,260,00
Totals and 16 2,004,6 6, $324,229,73 $1,026, 04
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Table IV doces not Indicate any better condition than Table III, The mode ig
around age 38 which indicates again a temporary refurn to the profession, There
ig no evidence that members of military age are being reeruited, '

The data of these two tables indicate that the beneficial .effocts of the
Retlrement System are being delayed by the pregent unstable eondition of the 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 Law ghould be improved guaranteelng more security and esnpebing more
successfully with private employment and other profegsions,

Since during 19H4-U5 ve lost by death 7 members without prior service — U4 men
and 3 women, no tablo 1s ingerted for them, The age range was from 19 to 67 and
the average salary is $925,45,

Careful rocord is kept of the doaths for oach year, ineluding the Cauee of
death as reported by the physielan, In this way we will later be able to dotor—
mine fronm experience tsbles our own factor for loss by death before retirement,

In our Fourth Annual Report the reader will find our Standard Annuity
Mortality Teble 1937, Compound Interest and Discount Table Three Per Cent, and
other ugseful tables which cannot be carried in this report for lack of space,

For convenience, we repeat in this report Table J which is used by our Retire-

ment Systen,

Table J, Number of Withdrawals, Deaths, and Disabilities Per 1,000 Actlve Members
by Age Groups '

Ay

see 1 Visthdrawal ! Doath | Disablllity
20 7,65 2 0,5
2b 9,60 2.5 0.6
30 8,28 3,0 09
35 .27 3.5 1,4
40 .96 RIS 2,5
45 JHO Beb 4,9
50 .15 703 | 1.2
55 103 10,6 1943
60 .0 | 19.73 29,8
65 : 0 35.5 45,2

70 .0 62,% 66,0
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Table V, Distribution by Ages of Members With Prior Service Deceased Before
Retirement 1944-Y45

: WUMBAR :  PRIOR SERVICE SALARIAS
_Age ! Male : TFemale : Total ¢ Total i Average ! Total ! Average
22 0 1 1 5.0 B 0 $ 436,71 $ U36,71
2% 1 0 1 2,0 2,0 539435 H39.35
25 1 1 2 5.6 2.8 1,420, 50 710,25
26 0 1 1 10,0 10,0 847,20 847,20
27 1 1 2 12,0 6.0 1,168,21 K&, 11
29 1 0 1 8,0 8,0 1,996,00 1,996,00
30 1 0 1 10,0 10,0 1,l41, 64 1,441, 61
31 0 1 1 12,0 12,0 1,375, 00 1,375.00
32 1 0 1 13,0 13,0 Lol ug bl g
33 1 0 1 5,0 50 2,000,00 2,000, 00
34 0 3 3 39,0 13,0 2,467,96 822, 65
75 0 1 1 15,0 15,0 800, 39 800, 39
36 0 2 2 23.5 11,8 1,2%0,75 615, 38
39 0 1 o1 8.0 %,0 646, 72 646, 72
Ty 1 0 1 16,0 16,0 1,440, 00 1,440,00
Lo 1 0 1 12,0 12,0 2,000,00 2,000,00
43 0 1 1 16.3 16,3 342, 30 U2, 30
45 0 1 1 15.6 15, 157,14 757,14
46 0 1 1 25,0 25,0 2,000,00 2,000.00
47 0 1 1 25,8 25,8 688,11 688, 1k
L 1 1 2 Y. 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 i 1 30,0 30,0 852,12 852,12
52 1 0 1 2,6 2,6 2,000,00 2,000,00
55 0 2 2 58,0 29,0 1,047,80 523,90
56 1 0 1 30,0 %040 501,19 501,19 -
59 0 2 2 60,0 30,0 2,1, 4L 1,220,72
61 1 0 1 30,0 30,0 Lol g0 gk, 90
62 0 1 1 30,0 30,0 1,660, 00 1,660,00
63 0 2 60,0 30,0 1,821,45 910,72
ol 1 0 1 12,0 12,0 1,080,00 1,080,00
Totals & 17 25 bo  '719,6 17.1 - $41,538,45  § 989,01

Averagesg
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Since there were no retirements during the first two yeérs of membership,
Table VI shows gome 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, we investigate, In this way we find the unreported
deaths oceurring before retirement,

Table VII includes members with and without prior service credit who have
permanently left the teaching profession, There are 622 without prior service and
having average salarles of $957.3H. This average salary comparss with the average
salary of 789 new entrants as shown in Table III to be $1,008,90,

The average salary of the experienced teachers permanently leaving the profes-
sion is $901,55 and while the prior service credit ranges by ages from 1,4 years to
20 years, the average is 6,9 years, The aggregate prior gervice is 20,026,1 and
their aggregate prior service salaries $2,599,172,35., This reduces the state's
obligation for prior gervice $71,983,45; & sufficient amount to offget any obli-
gabtion for out-of-state prior service in case the General Assembly ghould make a
limited amount of such service valid by amendment,

The total number of members who have withdrawn thelir aceounts and surrendered
their retirement certificates ig 3,505; there remaining something over 5,C00
members who should, and who are eligible to withdraw, As a whole, members ave

slow in applying for the refund due then,
i

The most frequent reason given for withdrawal ig "Marriage' or "Home Making!
and the next most frequent is "Inadequate salary" or "Gone into other work,!

Of tho total nwnber withdrawing, 3,505, only 915 withdrew during 19HL.L5,
The attained modal age was 3& and the average salary at this age $981,93, It is
not difficult to infer that low salory after several years of gervice ls the real
cauge for withdrawal,

After the war conditions are over, we believe members should be encouraged to
withdraw their accounts in all cases where 1t appears that withdrawal is likely %o
be permanent by immediately filing request for refund and gurrendering retirement
cerbificate, Under present conditions when a teacher resgigns, often the Juperin-
tendent does not know whether the tecacher is leaving the profession or whether ghe
is merely transferring to a school system where the salary ig better,

Without doubt, we are handling thousands of accounts for persons who will
never teach again, This ig expensive and the loss to the Sysbem is conslderadle,
due to the fact that interest is crodited sach year for three years after the
teacher quits teaching, Three per cent compound interest for threec years amountsg
to 9,3% of the account, This is a gain for the former teacher, but a loss bo the

Syeten,

The total of Table VII is 3,505 and the total of Schedule Y, page 21, is 3,575,
This indicates that 70 teachers have withdrawn permanently from the profegsion and
the account hasg been refunded to them and later re-entered the profegsion and with-
drawn a gecend time, The member certifies that the withdrawal ig permanent before
the refund is made,



Table VI, Members by Ages and Sex Docoascd Before Retirement 1L940-45

: WUMBRR PRIOR SERVIOE SALAAIES

Age 3 Hen : Women i Tobtal & Tobal: Average i Total Average
20 2 0 2 1,0 5 $  979.16 $ 439,58
21 2 3 7.0 2,3 1,358,63 L2, 88
22 0 3 3 9,0 3,0 2,132,52 710, 84
23 W 1 5 725 1.5 51247, 35 1,049,H7
2 0 1 1 7.0 7,0 3,151.05 3,151,05
25 3 3 6 19.6 3.3 ,263%,85 710,64
26 2 2 b 26,5 646 2,592, 90 - p43,27
27 Y 1 5 20,2 4,0 4,209.71 g1, gl
28 2 2 L 27.0 6,8 2,361,7%5 590.3&
29 2 0 2 15,7 7.9 2,042,021 1,221,046
30 3 2 5 b1, 7 8,3 4,234,81 8&6,36
31 2 2 4 48,0 12,0 3,271.62 819,41
32 2 1 3 3949 15,3 2,751,86 917.29
sa 2 0 2 17,7 8,9 2,670,88 1,335, 44
3 1 7 8 89,9 11,2 6,299,97 187,50
35 0 2 2 32,0 16,0 2,150,39 1,225,20
6 3 5 g 93,1 11,6 5, 707431 713,11
31 1 1 2 19.0 945 5,091,440 2,545,70
38 1 2 3 Uy, 8 14,9 L, 684,60 1,561,5%
39 0 3 3 39.6 13,2 1,990.29 663,13
40 0 5 5 gh, 7 1649 3,589,40 717. 85
Iy 2 2 1 6esH 15,6 4,665,26 1,166,132
Lo 3 0 3 41,0 13,7 1,438,779 L79,58
43 1 4 5 105.9 21,2 I, u5,48 887,10
Ly 2 2 b 71,1 7,8 3,312, 76 §28,19
L5 3 3 6 112,1 18,7 51993,00 993,83
L6 1 3 I 81,1 204% W, 251,22 1,062,581
by 2 1 3 49,9 1646 2, 357,83 785,94
43 3 1 I 106,14 26,6 2,409,712 602,473
49 0 1t y 103, 8 25,9 4,599,56 1,149,89
50 0 3 3 60.9 20,3 I, 840,00 1,613,3%
Hi 1 5 6 158,0 26473 6,118,454 1,019, 74
o7 1 2 3 gh,6 28,2 4,410, 20 1,%470,07
5£ 0 2 2 44,0 22,0 2,581, 20 1,290,60
5 0 3 3 77.0 25, 7 2,439,148 813,16
55 0 2 2 /8,0 29,0 1,056, 80 528, 40
56 2 3 5 126,0 25,2 5, 770457 1,154,11
57 0 3 a 90,0 30,0 3,166,26 1,055, 42
58 2 2 118,0 29.5 5494 .59 1,373465
59 1 7 g 211.,7 26,5 9,964,27 1,245,383
60 2 3 5 118,3 23,7 6,075, 3% 1,21%5,08
61 2 i 6 175,0 29,1 7,3%22,21 1,220, 37
62 1 2 3 49,1 29,7 3. 721,52 1,240,51
63 3 0 3 68.0 22,7 3,540,006 1,180,02
6l 1 2 3 63,0 22,7 1,942,00 647,33
65 3 2 ) 138,0 27, 6,562, 54 1,312,5L
66 Iy 3 7 1854 2645 8,545,938 1,220,85
67 0 3 3 60,0 20,0 3,250,405 1,083, 35
68 1 3 b 120,0 3040 51093455 1,273.39
7h 0 % 3 90,0 30,0 L, 527,20 1,509,07
77 o 1 1 30,0 30,0 685,62 __ bar,b2
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 Beforc Retirement 1940-U5

Kumber 1 Number 3 PRIOR SERVICH

) PRIOR SB4VICH SALARIES

Bntrance ¢ Without ¢  With :

Age ¢ P85, v P, 8. 4 Total i Avorago i Total 4 _Avecrage
20 85 118 165,1 14§ 74,806,61 $ 633,95
2l 77 136 25347 1.9 99,262, 78 729.87
22 L7 170 381, 1 2,2 135, 753461 798455
23 1o 176 550,9 3.1 145,207,09 25, Ol
2l 36 202 798,6 4,0 166,248, 20 &23%,01
25 36 200 906,2 b6 178,099,116 . 890,50
26 23 202 1,068,5 B3 171,847,49 850,73
27 20 165 1,001,0 6,2 146,003, 73 geu, 87y
28 ) 149 1,017.9 6.8 134,825, 22 904,87
29 19 150 1,188,2 7.9 134,683,11 £97,89
30 34 164 1,362,7 8,3 159,187, 62 970,66
31 16 140 1,213,0 3.7 136,798, 24 977.13
32 15 120 1,109,3 9,2 116,530,46 971,09
33 14 112 1,063,2 9+5 114,831, 94 1,025, 27
3 g 102 1,038, 4 10,2 106,494, 51 1,04Y4,06
35 5 91 99k, 5 10.9 + 84, 395,00 927,141
36 11 64 672.5 10,5 73,405,53 1,1%6,96
37 g 78 90%.0 11,6 80,975,153 1,038, 14
38 13 53 584,0 11,0 59,768, 76 14127,71
39 10 » 35 461,8 13,2 32,255,00 921,149

0 11 L3 490, ¢ 11.6 38,405, 9k 893,16
41 9 32 367.5 11,5 33%,366,02 1,042,609
L2 7 32 h32,7 13.5 34,199,63 1,068, Th
43 g 14 210,8 15,1 11,801, 34 g2, 95

Ly 6 12 150,0 12,5 13,398,92 1,116,58
W5 2 12 133,7 11,1 11, 758,10 979. 84
46 g 1h 149,1 10,7 13,041, 9l . 9h8,21
k7 1 6 99,1 16,5 51582, 00 930,33
4g 0 3 83,7 10,5 10,498, 50 1,32, 3L
4g 2 14 -, 212,7 15,2 14,216,09 1,015,k
50 4 13 227,3 175 9,960,145 766,19
51 3 30.7 TeT 3,689,41 922,35
52 Y 12 185,0 15,4 12,729,86 1,060, 82
5% 0 5 Lh,3 8,8 4,%70,00 89k, 00
Kl 3 9 131.8 14,6 6,995, 96 177433
55 2 5 89,7 17.9 . 4,23%,20 846,64
56 3 2 15,0 745 1,241,00 620,50
57 - 2 5 57.0 11,4 L, 700,80 940,16
hé 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 1 3 45,0 15,0 3,000, 00 1,000,00
b1 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

Tetals &  goo 2,883 20,026,1 6,9  $2,599,172,35 $ 90L.55

Averages
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Table VIII does not represent all of the prior gervice for which credit may
be given because there are a gignificant number of members who have not filed
Serviece Form A-l, but it repregents the digtribution by age at entrance and salary,
Refer to Tabdle II for the Statels full obligation for prior gervice for 1945-Us,

In making Table VIII each Form A-~l was tabulated if the member filing it was
living and if her account had not been withdrawm,

Table VIIIA provides current age and salary data for 19%4-U5, We had 1,453
active teachers who entered the profession at age 20 or under, %Thelr salaries
indicate little or no college training, The distribution from age 25 to age L0 is
very encouraging and constitutes the backbone of the teaching staff of the state
and repregents about one-half of all of owr active teachers,

) These data are teken directly from the contribubing member's ledger card, The
number 18,771 exceeds the number of teaching positions becauge of the nunber pay-
ing contributions under leave of abgence, under KRS, 161,610, or during military

gservice, '

Under KRS, 161,610 a member with 30 or more years of gervice, if under 60
vears of age, nay rofuse to withdraw her account, if she guits teaching for any
regagon, and may pay her contribution personally directly to fthe Retirement System
and begin to draw her annuity at age 60,

Many members in military service, especially officers, pay their contribubions,
under a regulation of the RHetirement Board, Most members on leave pay thelir con-
tributions while on loave, ' ‘

Salaries indicate little or no increment for gservice and remain practiecally
the same for all ages, The average of $1,267,62 roflects vecent increases in State
gupport and may be ocompared with average prior servics salarieg to ghow extont of
average incroase, It ghould be kept in mind that the age indicated is the age
at entrance,!

Tableo VIIIB, not included in this report, shows attained age and prior sor—
vice for 16,379 membors, There is a fairly uniform inereage in prior service
credit according to age, At age U5 the average is 14,9 yoars; at age 50 it is
17.6; at age 55 it ig 20,4 years; at age 60 it 1s 23.%5 years; and at age 6% it
ig 25,2 years, The maximum amount of subseduent sorvice a member may have on
July 1, 1945, is 4 yoars,

For lack of space, the table of Members ¥ligible to Retire is omitted,
There are 931 members now eligible to retire; with average prior service credit
of 24 years; average prior service salaries of $1,122.38 and average subscquent
gervice salaries of $1,400,19, ' It is estimabed that approximately 100 of these
members will retire July 1, 1946, ' '

Hany tablos have been omitted from this report, but are on file in the
Retiremont office and are available for the use of the staff or the information
of the public, It is necessary that this roport be limited as to lengbh,
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Table VIII, Distribution by Ages of a Valid Sarpling of HMembers With Prior Service
July 1, 1945

: PRIOR SARVIOE 1 PRIOR S4RVICE SAsRI®S
Age i Wumbor i Total ! Averade 3~ "Total : __Avorsge
20 Lep K67 1.3 $ 440,081,985  $1,035.46
21 400 T13.4 1.8 272,84k,95 682,11
22 130 1,077.5 2.5 302,293,143 703,01
2 461 1,394.8 3 342,054, 78 741,98
2 ) 535 1,942,6 3,8 388,921,92 700,78
25 553 2,54l,5 4.6 L1g,357.12 756452
26 611 3,011,1 4,9 488, 749, 28 799,98
27 713 k,319,8 6 570,833,06 00, 61
28 765 1,796.2 2.3 5604663495 732489
29 646 5,149 T4 561,002,63 817.70
30 717 5,032 7 609,281,97 831,63
3] 663 6,848,9 9.8 582,19k, g4 g78.12
32 710 64979.5 9,8 651,144,20 . 917,10
33 640 6,826.5 10,6 630,029,55 98l L2
3 658 7,631.6 11.5 623,222, 77 U5, 62
35 590 6,950 11.8 530,067, 04 1,000.11
%6 527 6,644,3 12,6 ‘ 529,681.1& - 1,005,09
37 498  6,549,5 13.1 513,081,6 1,030.29
38 g 6,372,2 14,2 L78,448,1 1,067.98
59 397 B T4, 5 14, Y uik4,719,1 1,044, 62
ko 321 b, 787 14,8 333,535.23  1,039,05
! 507 5,038.8 16,4 E;u,295.23 1,08%,87
ho 288 4,793,8 16,7 11,687,96 1,428,811
L3 269 4 o1k 16,3 281,091, 62 1,04k, gl
Ly 237 4,9u7,2 20,5 272,813,87 1,151,11
by 2lp 4,539.3 18,5 258,939, 76 1,056,89
46 236 4,352, 4% 18,4 268,013,145 1,135,609
W7 : 220 4,2%33,2 19.2 240,882,859 - 1,004%.92
Lg 208 u,iug.l 20,9 23k, 229, 30 1,126,00
g 171 3,432.2 20 136,086,41 1,088,23%
50 175 36724 20.9 11.9%,867%, 58 1,119,22
51 144 3,107 4 21,5 163,587, 52 1,134, 75
52 122 2,721, 8 22,3 125,932,45 1,032,23
53 139 3,194,6 22,9 - 153,1438,69 1,103.87
B 119 2,843,8 23,8 142,896, 70 1,200,841
55 119 2,663%,2 22,3 128,093,13 1,07%,80
56 107 2,679.1 25 110,079.81 1,027,85
57 10% 2,458,9 23,8 121,602,78 1,180,60
58 112 2,566,5 22,9 124,480, 39 1,111,25
59 65 1,581.5 24,3 75,852, 55 1,166,93
60 17 2,080,6 27 . 80,634,97 1,047,19
b1 59 1,490, 4 25,2 62,884,25 1,067,653
62 K4 1,105, 3 el 2 70,417,12 1,214%,09
63 53 1,350,2 2514 62,467,55 1,178,63
64 hg 1,065.8 22,2 54,793,273 1,141,852
25 11 2ho, 8 21,9 6,532,221 R98, 38
7 1 5 5 18 7,33
68 1 t L ébofgg guo.oo
Totals & 15,442 1674778, 3 10,8 $14,470,110,55  $ 937,50

Averages
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Pable VIIIA, Mowbors Contributing 19HU-45, Age At Entrance, and Salary 19W-i5

e A S e ot T SN Bt e R P Y S ) et ey s i B ¥ B Tk T 1O SN m‘w B z
Entrance . t Number : Total :  Average Salary
Age - i Poying 3 . gsalary -« - .- 3. 1g44-U45 _
20 and under 1,453 $ 1,318,975,28 $ 907.76
21 627 704,371,380 1,123.40
22 567 650,581,147 1,147,111
23 Lo2 553,439, 04 1,197.92
24 Y7k 563,552, 82 1,18%,93
25 155 54G,940, 30 1,208,66
26 hy2 661,738, 64 1,220,92
27 616 771,349, 04 1,252,19
28 61 792,750, 34 1,236, TH
29 690 878,1M2.30 1,272.67
30 117 839,987, 42 1,241,26
31 698 896,692, 68 1,284,606
32 728 950,484, 08 1,305,61
33 735 951,582, 45 1,294,67
3 750 996,997. 50 1,329, 33
35 682 916,628.46 1,34l4,03
36 560 902,866, 80 1,367.98
37 6Ll 850,446,75 1,326, 75
33 625 830,068, 75 1,328,11
%9 511 706,261, 86 1,330,06
ko 423 571,539, 75 1,358,25
b1 394 Bl5,051, 72 1,383,738
b2 391 529,265, 42 1,353.62
43 328 441,097, 68 1,344, 81
ik 317 W6, 32, 1,408, 02
) 309 413,526,55 1,337.95
L6 330 455,822,140 1,381,28
47 296 409,347, 52 1,334,62
Lg 289 400,929, 70 1,337,730
49 212 291,536, 0l 1,375,17
50 2h2 3354709, 66 1,387,23
51 196 264,015,92 1,347,02
he 156 214,292, 52 1,373,67
5 135 2ilt, glig, 25 1,324,05
53 162 222,204, 06 1,371,63%
55 169 22k, 647,13 1,293,77
56 145 188,022,95 1,296, 71
57 137 191, 747, 94 1,399.62
h8 1Ly 198,026, 64 1,347,12
59 81, 110,398, 95 1,362.95
€0 128 171,289, 60 1,333,20
61 . a4 111,004, 32 1,321,48
62 g1 128,708, 58 1,414,338
63 g0 108,240, 00 1,353.00
64 T 102,648, 36 1,387,14
65 89 11%,268, 73 1,272,57
66 10 9,265, 30 - 926.5%
67 7 6,b66,32 923,76
68 3 2,841,50 962, 50
69 2 2,034,00 1,017,00
fotals and 18,771 $23,794,530.63 $1,267,62

Average
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Digtribution of Annual Selariss .of All Teachers Entitled to
Membership 1944-45 L _

it

e

o e — .

Salary

Range

T

‘Teaching ¢ Att, !
Totalt Range 1 Product

.
’
4
h

$2,000 and over

tPogitiongt Offs.: Suphs,i Ingys,
1:755 2 211 290 2,288 $2,000,00 $ U4,576,000,00

1,900 ~ 1,999,99 25 7 6 15 284  1,950,00 553800, CO
1,400 ~ 1,899,99 431 21, 26 19 - 497 1,850,00 919,450, 00
1,700 - 1,799.99 373 7 1 6 387 1,750.00 677,250.00
1,600 - 1,699,99 R69 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.,120,6%0,00
1,400 - 1,499,99 920 g 1 g 937 1,450,00 1,358,650, 00
1,300 - 1,399,99 g4 19 12 1,005 1,350.00 1,356, 750,00
1,200 ~ 1,299.99 1,295 53 3 21 1,352 1,250,00  1,690,000,00
1,100 - 1,199,99 1,497 2 12 1,511 1,150,00 1,737,650,00
1,000 - 1,099,99 1,938 11 3 1,952 1,060,00  2,049,600,00
900 - 999.99 2,086 7 b 2,097 950,00 1,992,150,00
800 -~ 899,99 1,998 3 1 2,002  8%0,00  1,701,700,00
700 - 799.99 1,688 6 3 1,697 750,00  1,272,750,00
600 ~ 699,99 g72 L 2 978 650, 00 635,700,00
500 - 599.99 252 2 3 257 550,00 141, 350,00
Loo ~ u99,99 29 6 1 36 b50,00 16,200,00
300 = 399.99 7 350,00 2,450,00
200 ~ 299,99 2 250,00 500,00
Total 17,7000 2172 es5% us1d 18,633 $22,827,250, 00

$22,827,250,00 - 18,633 = $1,225,10 Ma,

'Baucational Bulletin No, 3, Vel, XIII,
2Gontracts onn flle in the Department of Hducation,

39.40%s on filo in the Rebvirement Office,
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A digtribution of membership by salary is given in Table VIIID wilth emphas1s
upon the pogition rather than upon the member,

Positions held by non-members, of which there aras a few, are not included,
Total number of positions checked is 18 633 of which 17,710 are in the public
elementary and secendary schools, and M51 in the state colleges (excluding the
University of Kenbueky), including special gehools such as the School for the Deaf,
etc, The mode consisting of 2,097 positions has a nid-range in galary of $950,00,
The median falls in the group with a mid-range of $1,150,00. The mathematical
average is $1,225,10, In arriving at all of these figures, salaries in excess of
$2,000,00 sre counted as being $2,000,00; however, this does not distort the table
for our uses,

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

The number of teaching posltions vaying $2,000,00 or more has inereased 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 galarles generally
and may indicate that mombers should be permitted to contribute on salaries larger
than $2,000,00 for retirement purposes, Slightly over 12% of tho mombership now
hold positions in which the salary is $2,000,00 or over and the number is increas-
ing,

Tavle IX, Number of Teachers Retired and Benefits Paild
July 1, 1942, to June 30, 1945

SUPRRANNUATION i DISABILITY  :lotal ¢  Total ‘Retired !Rotired
Number i Benefits iNumber : BenefitsiNumber ! Benofits iTeachersiToacher
Revired: Paid ‘Retired: Pald ‘Rebired: Paid  iDeceagedtLiving’

Year

P

194243 232§ 62,439,314 $1,426,56 246§ 63,865,92 17 229
1gH 3= alt 80,803, 88 g 2,260,409 102 83,06%4,37 17 31k
19hh-45 7L 101,452,306 2,862,12 77 1oW,Zhu2 14 377

o - —_— ———

Total 397 $2UM,695,54 28 $6,549.17 425  $o51,2MM, 71 U8 377
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Under the present Law the curve of increase in Total Benefits Paid will
naturally rise at an aocelerated rato,

On dJuly 1, 19“5, 108 members were retired, incrcasing immediately to
$136,865,04, the requirenents for annuities,

The naximum annulty for 1945-U6 is $720,00, bascd upon 34 yoars of service
eredit, The maximun paid each year increascs by the value of one yoar of gubse~
quont service until half pay or $1,000,00 is reached in 1954, By that year the
Retirement System will be disbursing a half million dollars annually for annuities,
There must be an accumulation of agsets carly in the life of the Retirement Sygtom
if tho fubure condition ig to be sound,

Retirenent for pormanent disability from age B0 to age 59 inclugive, draws an
annuity based upon age 60, If tho disabled retirant recovers before age 60, she
returns to teaching and the annuity ls terminated, BShe retires lator for super—
annuation without losg of any sorvice credit earned before or after retiroment for
disability..

Table X, Distribution of Rotirement Benefits Paid At End of Quarter
Juns 30, 1945

: " Number of : Range of
Group : Toachers Rebired ¢ Benefits Paid
1 131 $100,00 - 149,99
2 H6 150,00 - 199,99
3 32 200,00 -~ 2u9f99
Iy 32 250,00 ~ 299,99
5 19 300,00 - 349,99
6 13 350,00 = 399,99
7 15 400,00 ~ 449,99
8 ' 13 © 450,00 - k9,99
9 . 20 500,00 -~ 549,99
10 7 550,00 - 599,99
11 2l 600,00 ~ 649,99
12 13 650,00 ~ 699,99
Total 765

Median Annual Benefit $209,37



L7

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 gmall way, since it is & new and enstly service the State 1s unaccugtomed to
bear, In 1938 when the Retirement Act wag first passed and in 1940 when it was
amended and the first appropriation made, Kentucky was geoarcely out of the
depression, Ooncegsions calculated to roduce the burden to the State were necegsar;
in order to get any retirement system at all, The principal concessions were: (1}
that no toachers be retired until July 1, 1942, (2) that the State make no contri~
bution oxcopting a matching contribution until 1942-43, and (3) that tho year
1940-41 be counted a prior gervice year, By this means the State's obligation for
prier service was reduced approximately one million dollars and the retirement
system had assets of $1,928,32%.65 at the time tho first teachers retired, Hven
50, ouwr balance sheet and tho Actuary'!s report indicate that the Statc 1s delin-
quent in its obligatlon for prior service, It is hoped that gome of this obli-
gation will be taken carc of in the appropriadion for the enguing dbiennium,

While it is to bo assumed that toachers prior to 1940 had some private pro~
viglons for retirement, as much as meager salaries could afford, some 20% could
make no such provision, Provision made by the 0% who tried was in many cascs
mogt inadequate, consigbing mainly of gholter,

The Board of Trusteos, while unable to do anything about this condition, is
keenly aware of it and its recommendation follows in this report,

0f our retired members, u6% report health good or excellent; 80% own their
home, scometimes Jointly with another or a life interest;‘Gjﬁ live in city, town
or village; 35% live in the country; 11% are omploycd; all who are physically adlo
are doing gome useful work; 90% attend church; 58% contribute to the support of
those with whom they reside; and 25% to the support of othors,

On the whole the condition of retired members is tolorable, if the retirant
is well and if hor annuity is in the higher 55% of thoge receiving annuities,
Generally speaking, thoso receiving annuities in the lower U5 of the rank accord-
ing to amount are not now able bto gecure medical attention and the necesgsitises of
life, At this time 69 rotired teachers are roceiving $100,00 per yoar; all but 5
are rural teachers, ‘

FINANCIAL

Followlng General Balance Shoet are certain schedules giving financial infor-
mation more in detail, Unloss the receipts of the Retirement System are maintained
at more than a million dollars annually in excess of disbursoments, while the burden
of annulties is small, thore will not be sufficient reserveg later, The Board of
Trustees hag tried to keoep all idle cash invested so as te accumulate thio groatest
rogsible amount of interest, This is deemed cssential, The average interest
return on investmonts of $5,545,000,00 is 2,49%, Thig is considered high for theso
times, but it is low for a 3% annuity system, All investmonts are in long term

United States Treasury hondsg,

Interest at the rate of 3% has been credited to members' active accounts, the
State Accumulation Fund and the Allowance Resgerve Fund and there remains a balance
of $97.N10.99 in the Guarantee Fund, Some profit has been made on tho sale and
reinvestment of securities, and with surplus from Jtate Accumulation Fund, incurred
by the refund of accounts of withdrawing and deceascd members, has been covered inte
the Guarantee Fund as provided by Law,
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GENERAL BALANCE SHEET
Teachers! Retirement System
June 30, 1945

furrent Assets

Cagh — Unencumbered $ 5,136, 56
Cash ~ Regerved for Encumbrances 835,23
Total $TTBER. 79
Underpayments (Due from Digtricts) 21,40
Unclaimed Balances of Annuitants Dec'd, $65,20
Less: Annuitant Refund Claims Allowed 65,20
Balance 0,00
Total Current Assets $ 64293,19
Investments1 _
U, S, Defense Bonds, Series G $ U450,000,00
U, 8. Treasury 24% Bonds 5,095,000, 00
Unamortized Premiums 6,387, 71
Acerued Interest on Bonds Purchaged 1,451,80
Total Invested HyH52,839,51
Fixed Assets
Office Equipment 11,623,04
Total Assebs $5,570, 755, T4
furrent Liabllitles
Eneumbrances Outetanding $ 835,23
Overpayments {Due Districts) 15,00
Total Current Liabilities 8504273
Net Assets $5,569,905, 51
Fund Balances (Surplus)
xpense Fund 5 $ 11,835,204
Teachers' Savings Fund 2,675,018, 36
State Acoumulation Fund ~ Permanent 2,675,011 ,96
State Accumulation Fund — Temporary 101,804,62
Allovance Resgerve Fund 8,824, 34
Guarenteo Fund 97,410,99
$54569,905.5L  $5,569,505,51

1Schedule 1.
2Schedule B

During 1944-L5 members contributed $6U6,738,13 which was matchedwregularly by
the gtate, 8cheduls B gives the total annual contributions of memberg and state
for each year since the beginning of the Retirement System and by months for

1944145, Reinstabements are indicated in a separate co

lumn,



19~

GENERAL STATEMENT OF RECEIPTS AND DISBURSEMBENTS
Toachers! Retiremont Systom
July 1, 1944, to June 30, 1945

Gash Balance July 1, 1o4k

Cash ~ Unecnocumbered
fash —~ Regerved for Encumbrances
Total Cash Balance

Rooelpts

. 1
Toachers! Savings 1
State Contribubtion - Permanent
State Conbridution - Temporaryl
gtats Contribution for Expenses
Interest Harned on Investments
U, 8. Treasury Bonds Sold
Annuity Checks Returnaed
Refund Checks Returned
Ixcess Refund Rocovered
Total Receipts
Total Cash Available

Digbursements

Administrative Expensasa
Actuarial Expenso
Board of Trustecs Expense
Fidelity Bonds
Invegtment Expense
Medical Expense
Migcellancous Expense
Pogtagoe
Printing & 0ffice Supplies
Salaries
Telephonce & Tel, Hxpensge
Travel Hxpense
Office Equipment
Total
Disburgements for 1gh3-4k
Transforred to State CQontribution
Tomp,
Total '3
Refund Claims Paild
Rotirement Benefits Paild
Investments Purchased
Total Disbursements
Cagh Balance June 30, 1945
Cagh Regerved for Encumbrances
Cash Unencunberad

Lgchedule 5.

2

Schednle 3,

3schedule 4,

n
dcheduls b.

$ 500,00
589,70
50,00
21,10
31,00
279,38
457,54
g1, 92
21,459, 79
125,35
713:.53%
H0. 26

$ 168,46

66.80

$ 106,991.99
222, %2

$ 6us 259, 97

;559 3
12 1307, k2

26,200,00
121,289,05
418,150, 82

788,84
86,60
1,94

$  25,1952,57

235,26
55,720, 33
105,10%,26

1,902,3%75.12

$

107,214,351

1,987,6U4,02

$2,001, 858, 33

2,088,586, 54

$

6,271,79
835,23

$

5,436, 56
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Schedule 1
INVESTMBRTS HELD
Teachers! RHetirement System
June 30, 1945

L}

Name and Description : Par Valuo j: et Yield
U. S. Doefense Bonds, Series G $ U450,000,00 2,50%
U. 8. Treasury 235, 1962-67 225,000,00 2.50%
U, 8. Treasury 24%, 196368 1.,000,000,00 2,49%
U, 8. Troasury 2495, 196%-69 ' 1,150,000,00 2.50%
U, 8. Troasury 2%, 1965-70 700,000, 00 2,509
U. S. Treasury 2i%, 1.966-71 450,000,00 2,50%
U. S. Treasury 24%, 1967-72 uzofoooeoo 2, 40%
U, 8, Troasury 23%, 1967-72 - Tth, 1,150,000,00 2, 50%
Total Par Valuo $54545,000,00
Unamortized Premium 6,387, 71
Accrued Intercst on Bonds Purchased 1,451,80
Total Invosted: $5,5%82,839,51
Average Het Yield ' 2, 19d
Schedule 2
TEACHERS' SAVINGS CONTROL LEDGHR
Teachers'! Retiremont System
June 30, 1945
Ledger Sectiong i Conbributiong i Interost H Balance
(1) : (2) ; (3) : (M)
Counties $1,216,217.21 $30,312,68 $1,246,529,89
Independent Districts 1,247,000, 04 %1,9%2,50 1,278,932, 51
Institutions | 114,872,69 3,019, TH 117,892,43
State Department of Eduecation  15,U65,67 413,65 15,879, 32
Inactive : 15, 784,18 15,784,18
Total - $2,609,339.79 $65,678,57 $2,675,018, 36
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Schedule 3
COgl' OF ADMINISTRATION

Teachers! Retirement Systom
July 1, 1940, to June 30, 1945

= TRosoipts of State | Almnisirative: Por Gent of

Yoar { Acounulation Fund ¢ Bxpengo ¢ Roceipts
19%0-41 $476,089.49 $23,669.88 4.97%
194142 481,713,03 18,232,93 3, 78%
19%2-143 627,680,01 22,319, 39 3.56%
19U 314 625,000, 00 2l 46k, T4 30915
194445 772, 800,00 26,200, 00 3,43%

The cost of operation of the Retirement Systom for 1944-U5 ig well within the

anount allowed by KRS, 161,420,
operation is less than 1,25% of receipts,

followed,

Measured by receipts and disbursements, cogt of
An annusl budget is made and carefully
Better service could bo given with a larger staff, but at this time

experienced offico workers eannot be hired for beginning salaries pald by the State,

gehedule 4
REFUNDs TO TEACHERS

Teachers! Retirement Sygtom
July 1, 1940, to June 30, 1945

:_ WITHDRAWAL : DEATH : SPECIAL TOT AL
Date t No, ¢ Anount { Mo, ¢ Amount ! Mo, ! Amwount ¢ No, ! Amount
194041 151 $ 2,03,9 12 § 235.5# 163 $ 2,272,50
19h1-U2 738 20,231,70. 38 1,878,565 2 $ 29,32 778 22,139,57
ig4e-43 900  37,%63,07 58  L,70h.18 4 35, 77 962  42,303,02
194 34y g72  46,706,43  UO 4,604,558 g 127,39 920 5;,u3é,uo
19Wils  gI4  Ug,T60.5 52 6,567,586 & 165,27 9T 55,496, 30
Total 3,575 $155,298,61 200 §17,990,43 22  $360,75 3,797 $173,649,79



Schedule 5
THAGHERS! SAVINGS aWD STATE CONTRIBUPIONS
Teachora! Rotirement Systom
July 1, 1940, to June 30, 1945

Sfate H Stato ‘ tState Con-~ ¢

Teachors! ¢ Roin- ! Contri- i QOontri~ tributions i
Date ! Savings ¢ gbtabe- ! butions - ¢ Tbutionsg - for H Total
! Regular i__monts ¢ Pormonent | Tomperary ; Fxponge :
1940-41 § L76,136,72 $ $ L476,089.49 § $ 23,665,88 § 975,896,09
1941~z 481,635,48 77.55  481,713,03 1€,232,93  981,658,99

1942-43 559,626, 66 105.00 559,672.98  63,007.,63 22,317,03 1,209,729, 30
194 3l K46, 311,99 hg2, 73 546,161,42  79,205,38  24,63%,20 1,196,804,72
19Ul 646,738,13 1,532,382 646,559,38 126,240,62  26,200,00 1,447,270.U45

Total  $2,710,848,98 $2,207,60 $2,710,196,30 $273,453,63 $115,053,04 $5,811,359.55

Schedule 6
RETIREMEWT BEWEFITS PAID
Peachors! Retirement Systoem
July 1, 1942, to June 30, 1945

: CAUSH OF RET THMLANT ;
Year !  Suporannuation : Digebility § Total

1942-43 $ 62,439,36 $1,426, 56 $ 63,865,92
194 2Ll 80,803,548 2,260,449 83,06l 37
194445 101,452, 30 2,862,12 104, 314, 42l
Total | $obl, 695, Bl $6,549,17 $251,244, 71

1
Adjusted for annuity checks returned,
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Space does not permit the inclusion of the Actuary's complete report, The
Report together with mortality tables and othor data are on file in the Retire-
ment office, His Conclusiong and, Valuation Balance Sheet follow:

NCONCLUSIONS

"1t is my opinion that fhe Peachers'! Retirement Systom of the State
of Kentucky may be considered to be in an actuarially 'sound pogition
with the exception of the indicated trends., If other trends should
develop in fubture valuabiong they will be subject to guch recommenda~
tions for consideration as eircumstances secem to warrant, Reagonable
marging of gafety have been taken into congideration throughout the eal-
culations going to make up this report,

"Phe rafes of withdrawal, mortality, disability, and retirement,
which were adopted by your acﬁuary in the preparation of the first
Actuarial Roport continue to appear to furnish a reasonable and conserv-
ative basis on which to estimate and appraise the future of the Teachers!
Retirement System of thoe Stabe of Kentucky, It is, therefors, recom-
monded that the tablos emplo;;d be continued for use until such time as
conditiong indicate a warraﬁted change in the fundamental agstumptions,
It is further recommended that the actuarial studies institubed for the
purpose of this report be continued each year so as to maintsin a con-
tinuity of coﬁparisons by which to measure the financial goundnegs of
the Systen,

"The books and records in the offices of tho Systoem are maintained
in accordance with established principles of accounting and the adminig-
tration of the Systen is commendably in linc with recognized managoment
procedurca,

"Ragpoctfully submitted,

Ngiened) L, G, CGortright
Actuary'
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VALUATION BALAWCE SHEET
THE TEACHZRS' RATIREMENT SYSTEM OF KEWTUCKY
AS OF JULY 1, 1945

ASSELS
CUBRENT ASSETS:

Cash $ 6,271, 79
Accounts Receivable 21,40
Bond Investments 5,545,000, 00
Unamortiged Promiumg 6,387, 71
Acorued Intorest on Bonds Purchased 1,451,80
Furniture and Pixbures 11,623, 04
Legg, Items Outstanding

Encumbrances $ 835,23
Due Digtricts ' 15,00

Net Current Agsets

DEFERRED ASSETS: (Present Value on 3% interest assumption, ete,)

Present Value teachers' coatributions
mandatory by reason of Subsequent
Service, July 1, 1945 (A')

Present Value Statels contributions
mandatory by roagon of Subgequent
service, July 1, 195 (A'1)

Indicated deficiency from members'
future contributions (Vo covering
provision in Act)

Deferred Assets -~ mandatory by reason of Subscequent Serviece

Actuarial Resorve Deficiency! Deferred obligations
of the Commonwealth of Kentucky,
Pregent Value accrued obligation
mandatory by roason of Prior Service!
Active members
Membors eligible to retire

$ 3,216,181,u48
725,257, 46

Current Asset Deficlencyt Present Valus
of acerued Prior Service obligation
due retired teachors
Legs, State's Prior Service Contribution
Net Allowance Regerve Fund Deficit

$ 1,204,203,97
104,759,717

Deforred Assets —~ mandatory by reason of Prior Service

TOTAL ASSEIS

$ 5,570,755, T4

_ gh0,23
$ 5,569,905,51

$ 8,639,454, 25
8,639,454, 25

1,104,182, 24
$1€,383,090, T4

$ 3,041,438,94

1,099,444, 20

$ 5,040,88%,14

$28,993,879, 39
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. VALUATION BALANCE SHEKT
THE TZACHERS! REPIREMENT SYSTEM OF KEWLUCKY
AS OF JULY 1, 1945

LIABILITIES
CURRENT LIABILITIES:

Expense Fund $ 11,835,24
Teachors! Savings Fund: Accumulated

contributions by reason of Subsequent

Service, July 1, 1941 to July 1, 1945 2,651, 722,83
State Aceumulation Fund: Accumulated

contributions {State) by reagon of
 Subsequent Service, July 1, 1941 to

July 1, 1945 2,651, 716,473
Allowance Reserve Fund; Retired teachers!

5.8, contributions with accumulated

interegt, July 1, 1941 to July 1, 1945 $ 23,9513,25

State 5.8, contribution, retired teachers’,

with occumulated interest, July 1, 1941

to July 1, 1945 28,507.00
State P,8, contributiong, retired teachers!,
July 1, L1941 to July 1, 1945 104 .
: ' 157,220,02
Guarantes Fund 97,410, 99
Curront Liabilitios : $ 5,569,905.51

DEFERRED LIABILITIES: (Present Value on 3% interest agswiption, ctec,)
Pregent Value benefits mandatory
by reason of Subsequent Service
active members, July 1, 1945 (B!) $18,28%,630,21
Present Value of benefits mandatory
by roagon of Subgaguent Service,
members eligidble to rebtire, July 1,

1945 (B!!1) 99,460, 53
Deferred Liabilities — mandatory by reason of Subsequsnt
Service (B! 4 B!!'1) $18,3287,090, 74

Presont Value bonefits mandatory by
roagon of Prior Sorvice, July 1, 1945:
Active merbers (B) $ 3,216,181,48
Members eligible to vetire (B'!) 725,257, 46

Pregent Value benefits mandatory by

reason of Prior Service - Retired !

teachers (B1''1) $ 1,204,203,97
Legss, State Prior Service contributions 104,759.77

1,099,444,20
Deferred Liabilitiecg -~ mandatory by reason of Prior Service $ 5,040,883, 14

TOPAL LIABILITIES $28,993,879.39
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Briefly the ‘Actuary mentions three conditions with warning:

1, The rate of pregent contributions by memberg and the State are not suf-
ficient to pay the benefits for subsequent scrviece coredit earned in the future,
¥Thig means an indicatced deficiency from members! and Statel!s contributions,
amounting to $1,104,182,24, for which there is no covering provision in the Law,!

2, The State should pay itg prior servico obligation as indicated by KRS,
161,550, that is, at the rate of 2% of prior mervice salaries ennually, "The
accrued prior gervice obligation dwe retired teachers ig actually a current
asgot deficiency since funde in the amount of $1,099,4L4,20 should be in hand
from State's Contridutions -~ Temporary,!

3, The offect of presoent low interest ratos nay later become a prodlem,
", . . it should bo constantly borne in mind that any disparity betwoen the
astual earned intercat rate and the three per cent rate progoribed by law
wlll have a substantial offoet on the gowndness of the System, However, the
margins of safoty in favor of the System resulting from a favorable withdrawal
rate are anple, &t this time, to subsidize this disparity in interest, but the
Board of Trustees and the management ghould continue to be congtantly alert not
only to the trend of interest rates, but algo to the trend In marging of safety
resulting from the withdrawal rates annually experienced by the Systom,"

The Board of Trustees is aware of the forogoing conditiong and will have
prepared corrective legislation to present to tho General Agsombly in 1946,

LEGISLATIVE

In the Fourth Annual Report of the Board of Trustees of the Teachers!
Retirement Systom, fourtoen propositions dealing with the Retirement System of the
Stata of Kentucky were suggestied for study,

During 19U4-U45 the Retirement office staff has studied nany of theso sugges—
tiong and has reached conclusiong, Some have not been studied, preference being
given to thoge which seemed most pressing,

The information gathered and caleculationsg made will be useful in formulating
certain needed Improvements in the Retirement Act, The Kentucky Education
Aggociation, a quasi-governmental organization in itg relation to the Retirement
System, has given full co-operation along certain lineg of offort,

On January 26, 19%5, the Planning Board of the K,E,4A, nede the following
recommcndationst ' '

1, Request full appropriation allowed Retirement Act, Section 161,550,
KRS., exact amount to be determined by the actuarial study to bo
nade as of June 30, 1945,

Iy
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2, Amend to permit credit for out-of-gtate service, provided not to
exoeed 15 yoars of out-cf-gtate prior service is recognized and
that the tcacher is required to make full contributions for all
sorvice subsequent to July 1, 1940,

3, Amend to provide on option to teachers so that teachers nay have
an alternate plan of annuity based on thelr reserve rather than
having same baged on average salary for last five years,

4, Anend to glve uniform increase in annuity for each year at age of
retiremont from age sixty (60) to seventy (70), providod the
Actuary does not find that this will upset the actuarial basis of
the Law unless therc is an increasge in contribuiions, Fection
161,620, K38,

. Amend Soction 161,430, KES,, to allow Board to diversify invest-
mentg,

6. Incroase ninimum benefites from $100 to $300 and the maxinunm
benefits from $1000 to $1200 per year,

NOTE: The Planning Board recommends that no action be taken
on the above progran until after the actuarial study of
the State Teachers' Retirement System has been nade for
the five yoar period ending June 30, 1945, and that thc
Actuary be asked to study the effect of each of these
proposals on the financial soundnoss of the system,

Approved by Board of Directors January 27, 1945,

On July 27, 1945, the Board of Trugtess directed its Cheirman to appoint a
connittee of three from among the nembership of the Board to "make a study of the
gltuation and to indicate such anendunents as may seen desirable and not too
cogtly,; to be pregented to the Board for itg consideration 1n view of the next
sopaion of the General Assenbly,n

Thig Conmittoe made the study and reported to the Board of Trustees at its
regular neeting November 13, 1945, The roport was received and approved by the
Board and ordered referred to the Actuery for further study and recormendation,

The suggested smendients and tho recommendation of the Actuary follow:

Increased Minimum Benefitg
Fron $100,00 To $300,00

"It has beon proposed that the Teachers'! Retirement Systenm law be
amended to incroage the mininum benefits fron $100,00 to $300,00 by the
application of a graduated scale starting with a ninimwn Annulty of $100,00
for a member with 20 yoars of service graduated uwpwards by $10,00 per each
gorvice year in oxcess of 20 years until $300,00 is reachod; “tho new
increased mininum benefits to apply to teachers already retired as well
as thoge retiring in the futwre,



-2

H0omment ¢

"logts which have been made at the offices of the Teacherg! Retiro-
ment System of the State of Xentucky would indicate that of the U485
retired toachors approxinately 4% per cent would be affccted by tho
proposod inerease in minimum benofits, The resulting increase for those
affectod would armount to approximately 50 per cent of their present
Annulties, The imnediate increase in the cost fto the Systen would amount
to approxinately $15,000,00, Ag now retirants arec added to the rolls,
gore will be affected by these proposed new ninimun bencfits but after
the lapge of a few years the annual ingcresase in cost would beoone a
dininishing iten gince the longer the Systen is in operation the less
will be the nunber of nenbers to bhe affected by the nininun benefits, It
ghould be pointed out that, if the proposal changing the porcentage
value of each year of Prior and Subsequent Service is enacted into law,
the natter of the cost of the increased nininum benefits would bo of even
legs concern and ultinmately would be of little or no import,

"Recormmendation:

"It is the recommendation of your actuary that the increased mininum
benefitg be onacted into law if for no other reason than the fact that the
nininon benefits prescribved in the present law are such as to result in
Annuities less in amount thap the benefits provided to clainantg by the
State Welfare Dopartment, Participanis in the Teachers' Retirenent
Syston of the State of Konbtucky should, as a nattor of logic, roceive
larger ninimun benefits than those provided by the State Departnent of
Wolfare to non—~participants,!

Percentage Value Of Fach Year
Of Prior And Subgoquent Service

It has been proposed that the Teachers' Retiroment System lew
be amended sc aa to make uniform the percentage value of each year of
Prior and Subsequent Sorvice regardless of the age at retirement and
equal to the percentage specified in the present law at age 70,

"Commentsa?

"Phe foregoing proposal means that a member retiring at age 60
would be granted an annulty where each year of Prior Service would have
the value of one per cent of his average Prior Service salary for the
lagt five years of Prior Service, and one and one~half per cent of hig
Avernge Subsequent Service salary for the lasbt five years of Hubsedquent
Servlice, Likewise, a member retiring at age 7O would be granted an
annuity where eaoch year of Prior Service would have the value of one
per cent of his average Prior Service salary for the last five yoars of
Prior Service, and one and one-half per cent of his average Subsequent
Service galary for the last five years of Subsequent Service, The
meagure for the annuity granted a member retiring at age 60 is the game
ag the meagure of the annuity of a member retiring at age 70, The pro-
pogal doos not take into congideration the probable variation in the
length of life as between the member who retires at age 60 and the
membor who retires at ago 70, It would be unjust, in the opinion of your
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actuary, to thug favor members who elect to retire at ages earlier than
age 70,

lRecommendation:

#In lieu of the proposal as submitted, a modified proposal to
egtablish an increase in the percentage value of each year of gervice
that would be actuarislly proportionate to the pregent law at age 70
ls recommended, It is further recommended that retirements on account
of disability betwoon the ages of 50 and H9 carry the game percentage
valus for sach year of gervice as that suggested by the modified
proposal at age 60,

TABLE IV, {Ext,) PACTORS FOR THE ACTUARY'S RECOMMEUDATION

o3 e o it -

: : Digcount ¢ Discount
Ago : 1% : Factors Factors
Female ! B : Bqual to ¢} Bqual to
Table : : a}% : aB%
' H 0 ; TO

50 17.84964 .59121

51 17,5028% , 60293 Retirants

e 17,152U49 . b1524

5 16, 79884 . 62820 for

5 16, L20l 64183

Disability

55 16,08243 65618 use

56 - 15,72020 .67130

57 15, 35566 L6872k Factor -

58 14,98909 . 7040l

59 14, 62080 .72178 Age 60

60 14, 25107 . . THORO , THORO

61 13,88028 . 76028 , 76028

62 1%, 50872 . 78119 » 78119

63 13,13677 . L8033l ,80331

ol : 12, 76477 . 82672 , 82672

65 12, 39309 485151 85151 &

66 12,02211 87779 . 87779

67 1165224 90565 90565

68 11,2838) » 93523 » 93523

69 10,91726 . 96663 .96663

70 10, 55296 1., 00000 1, 00000
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Such an amendment would incresse annuities 20% on the average, For the
average teacher the increase at age 60 is U8D; at age 61, 52%; at age 6U4, 65%;
at age 65 somewhat more than the present Lawj with uniform inereases to age 69
where it ig 22% higher than the present Law. At age 70 the annuity would be

the same as ab present,

The general and common effect is, (1) %o increase by an average of 20% the
annulties of teachers retiring under age 70, and (2) to eliminate completely the
marked increases of annuitieg from age 64 to age 65 and from age 69 to age 70
wilthout decreasing any annuities.

On a graph the curve of the proposed annulties, superimposed upon the eurve
of present annuitises, is higher at every age, ig s uniform curve, and the curves
Join at age 70,

Thig propoged change is-for members who will retire in the future; the change
in minimum annuities being for the relief of members already retired, .

Increaged Maximum Benefitg
From $1000,00 To $1200,00

The present Law provides for a maximum benefit of half-pay or $1000,00,
whichever is the smaller, The proposed change would provide for a maximum
benefit of half-pay or $1200,00, vhichever is the smaller,

"Inagmuch as this proposal is not intended to increase the maximum
galary measure for Prior Service beyond its present $2000,00 limit there
would be no increase in the State's obligstion for Prior Service.!

If the maximum salary measure is likewise modified from $2000,00 to $2400, 00
ags a part of this proposal, memberg of the Systom whoge salaries fall between
$2000,00 and $2400,00, both inclusive, would contribute on such a salary base
and the State would be required under the Law to match these incroased contribu~
tions,

"Excopt for the period July 1, 1940, 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 congtitute an
increased cost for which provision shouwld be made,

"Reoommendation:

"Since the increase in ocost in connsotion with this proposal is
shared equally betwoon the members and the State as far as future con-
tributions are concerned, and since the members evidently are willing
to agsume their share of the burden, the State should willingly under-
take ity increased annual matching contribution., It ig the recommenda-
tlon of your actuary that the proposal be enaected into law, Thig recom-
mendation is on the agsumption that the State would be willing to assume
the added financial burden caused by the small shortage in members! and
State's matching contributions for the period from July 1, 19HO. to the
effective date of the change,
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Out-of-8tate Sorvice

It has baeen proposed that the Law de amended to allow members to elaim
credit for out-of--gtate serviee within certain limitations,

For each year of gervice subsequent to July 1, 1940, for which contribution
and 3% compound interest are paid, one additional year of out-of-state prior ser-
vice credit may be offered, tho total pald for and free nct to exceed eight yearg
of each kind. This ls a geonsral statement; there are certain other regtrictiocns,

Hommentg?

"This proposal will affect 1,958 present members of the System
having an sggregatc of 8,950 years of out-of-gtate service.

It ig safe to start oubt on the premise that the validation of
out-of-gtate credite involving only 8,950 years 1g not such as %o
work any material hardship on the Kentucly System or such as to ilmpose
a material financial burden on the Jtate of Kentucky, The years of
out-of-gtate service are, for all practicsl purposges, evenly divided
between Prior Service and Subsequent Service but even if the total
nuamber of yearg of out-of-gtabe gervice were all Prior Service and the
State assumed the ontire financisl burden i% would not be an unwar-
ranted undertaking within the limits and conditions prescrived,

"The laws governing most state financed teachers' retirement
-gystemns contain provisions as to credits for out-cf-gtate gervice
which gerve as a moans of reciprocity, The State that does not have
gome arrangoment for c¢redit for out-of-gtabte service is the exception
rather than the rule, The theory underlying credits for out-of-gtate
gervice isy apparently, that the movement of teachers from one sgtate
to ancother, on the average, wlill be on about a H0~H0 basis and that no
undue hardship will be worked upon a particular teechersg'! retirement
gystem becauss theore will be about ag many itransfers flowing to another
state system ag wlll flow from that system, The theory is relatively
gound as long asg the terms under which out-of-gtate service 1s erodited
is not glaringly more liberal in one stabte than those of its immediate
neighbors, '

"Recommendation:

"Inagnuch as the cost %o the State probably will not exceecd
$100,000,00 and the lawg of teachers' retirement systoms in neighbor-
ing states already contain liberal provisions for out-nf-state gervice
creditsy; the proposal is recommended by your actuary,M

Revigion of Bagis for Hembers' Contributiong

Bach of the propoged changes enumeratod above will require additional fundg,
Bach increasges the liabilities of the Retirement System, It follows that addi-
tional assets must be acquired in order to increase the minimum annuity; inerease
snnuitles for members retiring under age 70; increase the maximum annuity; and
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provide for gome credit for ocut-of-state service,

To take care of these liabilities and to liquidabte the deficiency acoumu~
lating gradually on subsequent service, members of the Retirement System and
Committoes authorized to speak for them have recommended that thoe contribution of
members and the matching contribution of the State be inerecased, The Board of
Trustees after due conslderation has approved this roecommendation,

Moro specifically, it has been proposed that the Law be amended to change the
basis upon which members! oontrivutions arec made from contribubtions measured by
age "at entrance" to contributions measured by "attained age,! the percentago
rates changing at age 30 and at age 40, The proposal would noan that both present
nenbers and new members who are less than 30 years of age would contribute at the
rate of 2%; those 30 yoars of age and less than 40 at the rate of 3%; those LO
or older would contribute 4%‘ As the merber progressed through the age range
from year to year, tho member's contribution would increase from 2% to 3% and to
44, depending upon the age attained on July 1, the first day of the scholastic
year, -

"Under the pregent law any member having entered or entering
the System under age 30 continues to make contridbutions at the rate of
2 per cent for the balance of hig term of menbership, Any mecbor hav-
ing entered or enbering the System between ages 30 and 39 continues to
nake contributions at the rate of 3 per cont for the balancoe of his
term of membership., Any menmber having entered or entering the Systom
at ago L0 or over continucs to make contributions at the ratc of Y per
cent for the balance of hig term of membership, Since it is logical to
expect new entrants to come into the Systen at an age undor 30 years,
the ultimate overall contribution under the present law will gradually
approach 2 por cent of annual compensatlion as the years pass, The
pregent law, thorefore, can be looked upon as offering dininishing re-
turns for the yoears in the foreseeable fubture down to spproximatoly 2
per cent of annual compensation,

"The proposed change would stabilize the overall retwn from
member contributiong at a figure slightly in excess of 3 per cent of
annual compensation, Since membors' contributions are natched by the
State, the agegregate overall contributions on account of Subseguent
Service would be stabilized at something over 6 per cent of the total
annual compengation of the memberghip, under the proposed agsuption,
however, that no individual galary shall be considered to be in excess
of $2400,00 por year for the purposes of the Systen,

By reason of the change from age at entrence to attained age
of tho present mombers since July 1, 1940, the immediate effect of the
propesal would be to increase the total of both mombers! contributiong
and State's matching contributions, During the firgt year of opera-
tion under this proposal the increase in contritutions by the members
would be approximately $47,000,00, and a like increase by the State,
making a total inoreage at the end of the firsgt year of operation of
spproximately $9H,OO0,00? The contributions, both from members and the
State, would then level off, '
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"However, by conparison with the present law, whiech brings in
a diminishing roturn from contributions for a nuwibor of years, the now
proposal would mean an ennual-increase in the contributions from both
the menbers and tho State, This annual increase, by comparison with
the present law, would, after the first year, amount to approximately
$17,000,00 per year until the old law itself would level off at a 2 per
cent menbers? contridution rate,

HA word of caubion should be voieced as to tho advantages ex—
pected as a result of thlg proposal, It ghould not be locked wpon as
a peanacea for all of the 1lls %o which a retirement gystem 1s heir, It
¢annot be expected to provide funds to finance the increased cogts of
the various obher propogals dlscugsed in this report and, at the same
time, counteract the adverse trends pointed out in the Actusrial Report
as of July 1, 1945, Vhile it will counteract the present decrecasing
trend in nenbers! and State's contributions for Subsegquent Service and
provide margins that may, to a degree, offset the inereased cogts
incident to the varlous proposals discussod herein, it will not, in the
opinion of our actuary, obviate the ultimate necegsity for anendatory
legislation pointed out in the Actuarial Report,

"Rocommendation!

"the wigdom of thig proposed change in the law governing the
Toacherg! Retirement Systoem of the State of Kentucky is inmediately
apparent and it is the recommendation of your actuary that the proposal
be enacted into law,

Budget

"It ig the understanding of your actuary that the appropriation
for the figeal year 19U6-U7 has been fixed at $340,000.00 for the
State's Pernanent annual contribution to natch the contributions by
nenbers; at $300,000,00 for the State's Temporary contribution to cover
its obligation for Prior Service and at $30,000,00 for expenses of
adninigtration., Thig aggregates $1,170,000,00 for the fiscal year
1946-47 and, in the opinion of your actuary, is the anount needed to
adequately finance the Systenm for the fisecal year, The game anount
will be required for the fiscal year 1947-U8, The budget has been
prepared in the offices of the System in accordance with fection
161,550, Kentucky Reviged Statutes, The budget should be adequate to
discharge the obligations of the State ineluding those created by the
proposals digcussed herein for the biennium 1946-48,!



Toackers! Retirement Systen

CONSCLIDAYED BALANCE SHERT — ALL FUNDS

June 30, 1945

: Teacherg! State : Allowance: : -
:  Expense Sevings ¢ Accunulation ! Reserve ! Guarantee Investaent ¢ Totals
b Fund H Fund : Fund Tl Fund : Fund Fund :
ASSETS: .
Cash $ 1,047.43 3. 193,88 $  3,574.18 § 757.00 &  399.30 3 $  6,270.79
Advanced for Investrent 2,608,839.51  2,707,000.00 7,000.00 230,000,00
Accounts Recelvable 21,40 21.40
Due fron Guarantee Fund 65,578.57 66,2u2.57 1,067.34
Investments — Par Value ' 5s545,000.00 5,545,000,00
Unznortized Preuiums 6,387.71 6538771
Acerued Int. on Invest. Pur. 1,451.80 1,451,.80
0ffice Equipnent 11,623.04 11,5623,0%
Unused Postage Deposit 56,59 56.59
Unclaimed Balances of
1 Annuitants Deceased 65.20 65,20
ﬁ\ Due from State Accum, Fund Ay
Total $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*
LIABILITIRS: - _
~ Accounts Payable $ 835.23 $ 15.00 8 $ $ $ $ 850,23
" "TDue Gusrantee Fund .17 230,000,.00
Due Teachers! Savings Fund 65,678,57 2,608,833,51
Due State Accumaulation Fund 66,242,57 2,707,000,00
Due Allowance Reserve Fund 1,067,354 7+000.00
Arruitant Refund Clains Allowed £5.20 65.20
Fund Balances 11,891.83 2,675,018,.36 2,776,816,58%* §,82U,3U 97,%10.99 5,569,962.10
Totals $12,727.06 $2,675,033.36 $2,776,8L6.75 $8,889.54 $230,399.47 $5,552,839.51 $5.570,877.53%

E
Inter-Fund Accounts cmittead.
XA

Permanent and Terporary Contributions.




CONSCLIDATED STATEMANT OF OPHRATIONS

froerating Charges:

Actuarial Expenses 500,00
Board of Trustees 589.7C
Fidelity Bond 50.00
Investrnent Expenses 21.10
Jedical Expenses 31,00
Migcellzneous Expenses 279. 38
Pogtage 457, 54
Uffice Supplies & Printing g1k, 92
.Salaries 21,459.79
Telephone & Telegraph 125, 35

N YEAR ENDED JUKE 30, 1945
: Teachers? @ state : Allowance: : : )
: Expense Savings i Accurmlation ¢ Reserve : Guarantee : Investment :  Totals
: Fund 4 Fund H Fund x Fund : Pund : Fund :
Fund Palance July 1, 1S4l $ 182.47 $2,029,433.99 $2,083,601.65 $ 5,923.61 $ 62,347.96 § $4,181,489,58
et Adjustments 52,79 {3.80) (172.07) 7.50 (135.48)
Net Balance July 1, 194k $ 235.26 $2,029,430,19 $2,083,429,58 $ 5,923.61 $ 62,355,56 $4,181,374.20
Bevenue:
Allotnent for Expenses 28,000.00 - 28,000.00
Teachers! Savings 646,738.13 645,738.13
Eeinstatenents 1,532.32 1,532.32
State Contribvution — Fer, 6lL6,727.65 646,727.65
State Contridbution — Termp, 126,307.42 126,307.42
Interest on Irnvestments 108,085, 38 12,277.22 120, 362,60
Profit on Sales of Investments 7,486,64 g 7. 486,64
& Gifts and Bequests .80 80
"' Annuity Payment Checks Returned 788,84 788,84
Interest on Fund Balarces 65,694,551 66,258, 51 1,067.34% 133,020, 36
Inter-~Fund Transfers 1,532.32 161,779.60 54,681.09 217,993.01
Advanced fer Investnert 1,490,097.90 1,490,097.90
U. S. Treasury Bounds Sold 400,000,00 400,000.00
Total Reverue % Fund Bals, $2€,235.26 $2,743.395.15 $2,924,255,48 $169,559.39 $232,609.47 $1,902,375.12 $8,000,429.87

500,00
585,70
50.00
21.10
31,60
279.38
L57.54
81il.92
21,459.79
125.35



: : Teacherg? = State ! Mlowance: :

: 3Expense : Savings ! Aceunulation ' Reserve ! Guarantee ! Investnent @ Tobals
: Fmd H Fund : Fund : Fund H Fund 3 Fund :

Operating Charges: (Continusi
Traveling Expenses $ 373.53 8 s § $ $ $ 373.53
Office Bouipnment 450,26 450,26
Frior Year Paynents 168,46 168,45
Inter-Fund Transfers 1,865, 80 68,376.79 147,438.90 2,178.12 219,860,51
Refundsg C 555631 75 55563172
Retirement Allowances Faid 105,103,206 105,103,26
Interest on Fund Balarces 133,020.35 13%,020.3%6
T. S. Defenge Bonds, Serieg G 10C,000,00 100,00C,00
U. S. Treasury Bonds 23% 1,800,000.0C 1,800,000,00
Accrued Interest Purcrased 2,375.12 2,375.12
Totzl Operating Charges $27,187.83 $  68,376.79 § 147,438.90 $160,735.05 $135,198,.48 $1,902,375.12 $2,441,312.17
\3-’\ Fund Balances, June 30, $ 1,047,143 $2,675,018.36 $2,776,816.58 $ 8,824,.34 § 97,410.99 $ 0.00 $5,559,117.70

' 1945




RTCOHCILEMENT OF FUWND Biinw(AS, PER AUDIT EEPORT, WITH RRICHEDS
CF DIVISIOHK (F ACCOUNIS ANT CONFECL, DEPARTVENT OF FINANCE
AS OF JUFE 30, 1945

L
T

: : Teochers? : State : Allowance = :

: Expense ! Savings ¢ Accumulation : Regerve @ Gusrantee @ Totals

: Furd : Fund : Fund ! Fund ! Fund :
Fund Balance, Per Balance Shest $11,891.83 $2,675,018.36 $2,776,816,58 $8,824,3  $ 97,410.99 $5,569,962,10
Amount Invested in Office Equipment (11,623.04) ) .(11,_623.04)
Underpzynents ' (6.40) (5.40)
Interest on Fund Balances nct credited
by Division of Accounts and Control (65,678.57) (66,242.57) (1,067.34) 132,983,148
TUnused Postage Deposit ‘ (56.59)
Outstanding Encunbrances (56.59)
AdJustment for Interest on Specizl
Fund _ D17 (.1n
Fund Balence, Jwe 30, 1S5, Per $ 212,20 $2,609,333.33  $2,710,574.18% $7,757.00%* $230,399.30 $5.558,276.07

Divigicn of Accounts ané Centrol

£
Includes balances of Stote Accumilation, Account # 11,320 and State Temperary Contribution, Account # 11,325.

ek il
Includes Allowance Reserve Fund, Account # 11,330 and Cash for Retirenent Allowance Payments, Account # 11,335,
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Frankfort, Kentucky
November 30, 1945

Honorable Simeon Willis
Governor of Kentucky
Frankfort, Kentucky

Dear Governor Williss

We submit herewith report of our audit of the Teachers! Rebtire-
ment System of the State of Kentucky, for the year ended June 30, 1945,

Thig examination was made by Bert L, Sparks, under my super-~
viglon,

Regpectfully yours,
(signed) C, I, Ross

0. I. Ross
Auditor of Public Accounts

COMMENT s

St Aw et e ey e

Attention is called to the fact that the posting to the Teachers!
Ledger ig several months in arrears, This condition has consistently existed
almogt from the beginning of operations by the Retirement System, We
roeconulend that the work of posting be reorganized in such a way that it will ~
be brought up to date and kept up to date at all times, By doing this it
will inecrease the ledgerls usofulness, save tims, and prevent errors and
confusion,

Euployees in charge of the accounting system seem to be well
qualified, both by training and experiemce, to handle the work efficiently,



