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LETTER OF TRANSMITTAL

Commonwealth of Kentucky
Teachers' Retirement System
Frankfort

Honorable Simeon Willis
Governor of Kentucky
Frankfort, Kentucky

Dear Governor Willis:

The Sixth Annual Report of the Board of Trustees of the Teachers! Roetire-
ment System of the State of Kentucky, made in compliance with KRS, 161,320, is
regpectfully submitted.

The last actuarial valuation of the assets and liabilities, the last
balance sheet, accumulated cash and securities of the system, muabership, ser-
vico, withdrawal, deaths, and other pertinent information are all included in

this report in proper form,

Report of the Auditor of the Commonwealth of Kentucky, made under KRS,
43,050, hag 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,

Respeetfully yours,

(signed) Mary J. Maguire

Chairman, Board of Trustces

(8igned) N. 0. Kimbler

Secretary, Teachors' Retirement System
November 15, 1946



INTRODUCTION

The most important event in the life of the Teachers! Retirement System during the
fiscal year ended June 30, 1946, was the amendments to the Act., In addition to the
general improvement of the Law, it increases the benefits of retired teachers which
wag badly needed, especially at this time, There is a general feeling of appreci~
ation and gratitude on the part of the profession, .

The amendments grew out of suggestions and recommendations of the teachers of the
state, subject to some practical modification by the Actuvary of the System. Since
they had a voice and a part in initiating the changes, the amendments have been
well received by the teachers and interest in their Retirement System is at a high
level,

The Board of Trustees of the Teachers' Retirement System took o leading part, both
in formulating the amendments and in securing their passage by tho General Assembly,

The members of the Board serving during 1945-46 are:

Miss Mery J. Maguirce, Chairman, Teacher Henry Clay High School, Lexington

Mr, L. C, Curry, Vice Chairman, Superintendent Bowling Green Publie
Schools, Bowling Groen

Mr., Morton Welker, Teacher duPont Manual, Louigville

Mr. Edward L., Cawood, Lay member, Bankcr, Harlan

Hon, J, F. Williams, Supefintendeht of Publiec Instruction, Ex officio
member, Frankfort

Hon. T. W, Vinson, State Treasurer, Ex officio merber, Frankfort

Hon, Eldon 8, Dummit, Attorney General, Fx officio member, Frankfort

The amonded Retirement Law, in convenlent form, has been malled to all school
administrators, and we have sufficient copies to mail upon request to all
principals and teachers,

In the Retirement Office

This has been a busy year, The average number on the office gtaff is 12, We sent
out during the year 16,323 pieces of first-class mail, and 21,676 nieces of other
elagsifications, We have received sbout as much.

The service records of 1,607 teachers have been checked and verified and their .
Retirement Certificates issued, We received service forms from 1,130 new teachers
teaching their first year under the Retirement Law.

Many teachers moved during the year, and 1400 accounts have been transferred from
one digtrict control to another, Over 11,000 ledger cards have been headed up to-
receive deposits; and 525,000 lines have been machine posted, checked, and balanced,

We have processed and refunded 1 ,690 accounts; issued 1,906 quarterly annuity checks,
and a total of 3,76/ checks in all
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The' teachers' records are so indexed and filed that we can look up a record during
a brief long-distance telephone conversation, A4ll mail is aunswered the day follow-
ing its receipt or earlier,

4 twenty-page Handbook for teachers was issued after the amendments were passed and
24,000 moiled to members.

The work in the office ig current,
STATISTICAL

Table I, Not Membership 1945-46
Net membership previously reported ., . . + 21,180
New members with priér service , « 4+ & 4 . 367

New members without prior service . . . ¢ 1,130

Pt gt

~ Total gross membership « . « . . . . 22,677
Withdrawals 1945-46 o« o v o v o 0 o o v o 1,606
Deaths 1945—46 P T T . » . [ N I A 61

Members I‘etil"ed July 1, 1946 T T T ST} 136

st e

Net membership July 1, 1946 + « . . + 20,874

Table I does not include members who have not filed service forms as regquired by
Section 161,480, Four hundred and ninety-two members entering previously filed
service forms this year and were issued retirement certificaves, bringing the
totel number of certificates issued to date to 28,599, More then 10,000 teachers
who have received retirement certificates are no longer actively in the profession,
Of this number 3,178 have been absent from teaching three years as of July 1, 1946,
~and their accounts became inactive at that time. On July 1, 1946, there were
27,905 active accounts, that is, currently receiving contributions or having
received contributions within three years, Since there are approximately 18,000
membership positions in Kentucky, this leaves sbout 9,905 teachers who have taught
as recently as three years, but who are not teaching now.

The posting of interest on all active accounts ls made cach month and the Teachers!
Savings Fund balenced monthly. All this work is up to date and current and all
funds are in balance.

During 1945-46 we gained one participating unit and lost six units, leaving a net
number of 263 participating units,

Table II is the measure of the statels obligation for orior service as expressed in
Sectlon 161.550. The temporary amnual appropriation should ho 2% of the aggregate
salaries given in Table II, The matchilng requirerents have been so high that the
state hag been in the past a little cold toward this obligation, Sc far, we have
experienced no immediate danger, but it is not good businesgs to neglect this obli-
gation so expressly stated in the Act,
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Table II, Number of Members, Prior Service and Prior Service Salaries
' End of Sixth Year

:_____ PRIOR SBRVICE
i __Total sAverape

— -
- ol

PRIOR_SERVICH SALARY
Aggregate i Aversge

Ttems

e

. Number

Brought POrward +e..e.eee.s 21,180 193,656,2 9,14  $15,932,987.94 $752.26
New with Prior Bervice s... 367 2,44802 6:7 365’46O|76 995.81

New without Prior Service 1,130 - - - (-

Sub Total wevvereeees 22,677 196,104.4 9.1 $16,298,448,70 $756,41

ﬁithdr&w&is SRR Y 1,003 7’06609 7'0 830’470020 827.99
603 - - - -

DOAES sevesnesenneennens 61 739,9 12,1 53,053,54. 869,73

Retired July 1, 1946 ve.o. 136 3,658.4 26,9 126,327,68  928.88

Totals and Averages 20,874 184,639,  9.35  $15,288,597,28 $774.34

However, the amount appropriated to 1946 has been sufficient to meet present needs;
that is, to cover cost of pensicns based upon prior service, - The $1,565,762,89

is the estimated balance needed to pay for the prior service of all members retired
tO d&te 4 ' )

Table IIA shows the amount the state should have contributed and the amount it
did contribute for prior service each year,

During 1946-47 an actuarial study will be made to determine the offect of the
amendments on this obligation and the results of the study will be included in our
Seventh Anmual Report.

It ig reasonable to suppose thaot not all members holding prior service credit will
retire, and the 2% of prior service salaries is an arbitrary measure, nevertheless
it is best for the state and for the Retirement System that this obligation be met
currently,

If the average prior service salary is $750.00 per yoar, the average prior service
credit 10 years, and the average life expectancy at time of retirement 11 years, it
would require, roughly, $8,000,000,00 to meet thisg obligation if 50% of the
teachers holding prior service credit retire with an annuity, If this amount is
amortized over a period of 20 years at 3%, the annual amount is fairly close to 2%
of the aggregate of prior service salaries ag provided in the Law,
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Table ITA, Temporary Approprlations for' Prior Service - State Accumulation Fund

Ae #2 1940-46

3 Aggregate 3 Legal : H
Year : Prior Service : Appropriation Amount ¢ Remaining

: Salaries 2 of 2% : Appropriated :Unappropriated
1940-41  $17,118,618,38  § 342,372.37 % - $ 342,372.37

© 1942-43 16,997,806,67  339,956.13 é8,007,63 271,948,50
1943-44  16,417,966,20 328,359.32 79,205,38 249,153.9
1944-45  15,932,987.9 318,659,76 126,531,9 192,127,82
104546 15,288,597,28 305, 771,95 133,605.33 172,166,62
oy Totals &1 973,113.1 | #07,350.28  §1,565,762.89

f/fiﬁ)f - ?f .T; 7‘{ »‘ 7‘ AR ES = RS ot L ]

The 1,130 memberS\dlstrlbuted in Table III include 27/ members wnoien,er dftﬁe'%
Retlrement System ﬂrom 1941 to 1945, but who did not file Service Form A~2 until
the scholastic year“1945-46, The remaining mumber, 856, filed their Service Forms
at the time they entered the Retirement System in 1945-46 and, therefore, the age
indicated is the attalned age., Age of entrance is used for the 274 members refer-
red to above. ' % ' '

The aversge entrance salarx of those entering prior to the year 1945-46 is $902.,07,
while the average entrance é%lary for the 856 members who began teaching in the
fall of 1945 is $1,064,27; the general average of entrance salaries of this group
of 1,130 members 18 $1,024.94." 5

Many of these entering members argﬁgomparatively young, there being age of twenty
or under a total of 454 or approxim&tgly 40%. :

Table IV distributes 367 members with pr;or service, the btulk of whom are ago 31
to age 44 showing a tendency to return to-$ne professmon after service in war
industry.

Of the 367 members distributed in Table IV, 256, returned to the vrofession in ‘the
year 1945-46 and had not taught since July 1, 1549. “The reireining 111 entered the
profession earlier, but filed Service Form A-l inﬁgho current scholastic year,
It is noticeable that while these members have had an wpverage of 6,7 years of
experience, the average of their salaries is $995.81 oagpareé with an average
salary of $1,024.94 for the group of younger teachers en%gring without experience.
This difference is not great, but it indileates lack of hlgg school training on the

part of the older members who are returning to the profesqlﬁp,

"%
The average salary for 316 new entrants with prior service forathe year 1944-45
wag $1,026,04., It is significant that the modsl year of each 1§%the seme for the
experlenced teachers returning to the profession for last year and\tne current
year, We believe that the security offered by the Retirement ovstém is an

influence causing such experienced teachers to return to the profcssion,
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Table III, Distribution by Ages of 1,130 New Entrants withov* Prior Service vho
have Filed A-R2's After Tables were Made July 1, 1945
: : SALARTES
Age : _ Number s Total 3 Average

18 - 20 454, $ 381,937.05 $ 841,27
21 9 103,619.19 1,102,33
22 n 77,305,59 1,088.81
23 51 56,838,15 1,114.47
24 52 52,450,11 1,008.66
25 29 33,990,72 1,172.09
26 32 39,594,19 1,237.,32
7 31 34,423,66 1,110.44
28 21 22,170,95 1,055,76
29 27 36,178,97 1,339,96
30 30 32,971,56 1,099.05
31 31 36,763,00 1,185.90
32 16 17,751,39 1,109,46
33 23 27,784,09 1,208,00
34, 14 14,4790,60 1,056.47
35 RhL 30,506.39 1,271,10
36 15 12,378,60 1,225.24
37 12 14,059,04 1,171,59
38 15 19,361.45 1, 290,76
39 11 14,601,777 11,327.43
40 11 11,862,61 1,078,42
41 3 10,458,440 1,162,04
42 10 9,993,76 999.38
43 5 5,481, 60 1,096,32
A 10 12,506,05 1,25C,61
45 1 1,438.40 1,438.40
46 6 7340443 1,234,.07
L7 1 1,620,00 1,620,00
48 1 1, 350,00 1,350.00
49 5 6,977,30 1,395.46
50 2 2,422 ,50 1,211,25
51. 1 269,30 969,30
52 3 . 43 452,50 1,484,127
53 3 4,4950,00 1,650,00
54 1 1,137,60 1,137,60
55 1 2,000,00 2,000,00
56 1 855,75 . 855,75
57 1 1,155,60 1,155.,60
58 1 559,30 559,30
59 1 1,530,00 1,530.00
€ 1 1,683,00 1, 683,00
61 - 65 0 0,00 0,00
é6 1 1,080,00 1,980,00
67 1 820,05 820,05

Totals and 1,130 51,158,184.62 81,024,9,

Average

e e et e

e ekt
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Table IV. Distribution by Ages of 367 New Entrants with Prior Service 1941-46 who
Filed A~1l's after Tables were Made July 1, 1945

, : PRIOR_SERVICE : SALARIES
Age , _ Number Total 3 Average i ___ Total 1 __hverage
18 -~ 23 0 0.0 0.0 $ 0.00 $ 0,00
24 1 1,0 1.0 549,43 549443
25 - 26 O OnO 0.0 OoOO 0.00
27 4 15.4 3.9 . 59444410 1,361,03
28 4 17.7 Ll 3,752.27 938,07
29 5 13,0 2.6 6,600.25 1,320,05
30 5 15.9 - 3.2 6,494,.78 1,29¢,96
31 9 3443 3.8 7,361,95 817.99
32 19 78,2 fo?2 16,835.49 886,08
33 19 7743 ol 15,935.35 838,70
34 15 90.7 6.0 16,245 .25 1,083,02
35 16 102,0 6.4 16,392,50 1,024.53
36 20 101.3. 5.1 22,348.31 1,117.42
37 19 102.3 544, 16,873.72 888,09
38 18 1007 5.6 18,840,34 ' 1,046.69
39 26 135,7 5.2 R5,299,83 973.07
40 20 - 99,9 5.0 21,250,22 1,062,51
L1 23 143.5 6.2 23,661,35 1,028,75
42 17 78,9 AN 17,992,20 *1,058,36
43 12 67.3 5.6 10,814.80 901,23
44, 10 77,0 7.7 11,187,31 1,118,73
45 9 63.9 7.1 9,625.,04 1,069.45
46 5 27.6 5.5 6,175 .41 1,221.08
47 8 66,0 8,3 7,031,68 878,96
48 9 7446 8.3 9,597 .54, 1,066,39
49 9 88,4, 9.8 10,148,28 1,127,59
50 9 93.4 10.4 7,215,15 801,68
51 5 70,7 1.1 5,554,460 1,110,92
52 7 68,0 9.7 6,701,18 957,31
53 6 32,5 5edy 4588475 814,13
5, 7 81,1 11,6 6,922,00 988,86
55 2 13.0 6.5 . 1,393,00 696,50
56 4o 40,0 10,0 3,627,11 906,78
57 7 103,5 1.8 6,784,,90 969.27
58 A 61.8 15.5 £5978,76 1,244,,69
59 1 27,8 27.8 858,75 858,75
60 2 5147 25,9 1,480,50 740,25
61 0 0.0 0,0 0,00 0.00
62 4 44,40 11,0 2,665,81 665,45
63 4, 65,1 16,3 45093,75 1,023.44
6/, 1 11,0 11.0 600,60 600,60
65 0 0.0 0,0 0,00 2,00
66 2 12,0 6.0 1,312,50 656425
67 - 70 0 0.0 0.0 0,00 0,00
Totals and 367 2,448,2 6.7 $365,460,76 $ 995.81

Averages
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Our previous termination table was set up in five-year intervals., Table J is
prepared on one-year intervals for attained age., It is derived from the exvericnce
of other large teacher retirement gystems and appears to be accurate enough if we
take into consideration war and postwar conditions., The table should be read as
follows: Out of the group of 1,000 members age 30, 82,8 will withdraw, 3 will
terminate membership by death, and ,9 by disability during the year,

We have prepared a Test Table for the year 1945-46 by applying the above rates to
a membership of active teachers totaling 18,759,

Assumed withdrawals arc followed by actual withdrewals so that comparison may be
made conveniently,

In order to determine the approximate attained apge, four years were added to the
entrance age. This is not, of course, exactly accurate, but is & practical
approximation, ,

A withdrawal in this case is & teacher who has not only left the profession, but
who has withdrawm her account and surrendercd her Retirement Certificate. . We
have an additional 3,178 members who have not taught for three years, but whosge
eccounts are still in the Teachers! Savings Fund. - They are not taken into con-
sideration in the Test Table, but will be considered as withdrawn when they have
applied for and rcceived the refund of their respective accountz, With this def-
inition of withdrawal in mind, we compare the assumed withdriuals of 708.35 mem-
bers with actual withdrawals of 1,606,

Assumed deaths according to our teble for the year is 116,93 (ii7), whereas actual
deaths reported to us are 61, It is entirely possible that a considerable number
of deaths of active teachers who have, perhaps, not taught for one, two, or three
years are not reported to us. Superintendents, principals, and members should
report by lettor to the Retirement O0ffice the death of any teacher as soon as it
comes to attention,.

Withdrawals for disability prior to age fifty are included in the column "lctual
Withdrawals" sinco these people are not eligible to retire for disability, With-
drawals for disability age 50 to 59, inclusive, are retired if such members have

met the minimum reguirements of 20 years of service, the last 5 of which are consec-
utive and immediately before retirement. Ten such membere were retired for disabil-s
ity in 1945-46., 1t should be noted that assumed disabilities are rmuch greater.
Total assumed terminations by withdrawal, death and disabilitvy for the year are
942,92, while actual terminations amount to 1,677. It is faverable to the Retire-
ment System as long as actual terminations are greater than assumed terminations,

We do not anticipate sny decrease in actual terminations for the ensuing five or six
years,

The Test Table does not include any retired teachers, excepting the 10 retired
for disability and referred to above,

As indicated in the Test Table, 61 members terminated membership by death in
1945-46 prior to retirement. Their total prior service credit was 739.9, an
average of 12,1, and the average prior service salary $869.,73. Some of these
deaths occurred before July 1, 1945, but were reportcd to us during the ourrent
vear. Entrance age plus 4 is used., A few of these members .4 no prior service,
and in those cages the first subsequent service salary was substituted for a prior
gservice salary. If no Service Form had been filed, no prior service was counted.
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Table J. Assumed Withdrawal, Death, and Disability Rates Per 1,000 Members

= e e T R R

Age . Withdraval X Death : Disability
20 76.5 2.2 0.5
21 85‘7 242 0.5
22 90,6 2,2 0.5
23 93'4 203 0.6
24 . 95,3 2.4 . 0,6
25 ' 96,0 2.5 0.6
26 96,0 2.6 0.7
=7 %48 2.7 0.7
28 91.8 2,8 0.7
29 - 87.8 2.9 0,8
30 82,8 3.0 0.9
31 76,6 3,1 1.0
32 69.8 3,2 1.1
33 62,0 3.3 1.2
34 53.0 3.4 1.3
35 42,7 3.5 1.4
36 - 29,2 3,6 1.6
37 20.5 3.8 1.8
38 15.4 4.0 2.0
39 12,0 L2 2.2
40 9'6 4-4 2-5
41 2.1 4.6 2.8
42 . 6.7 4.8 3,2
43 5.7 5,0 3.6
44, 48 5.3 La?
45 440 5.6 449
46 3.3 5,9 5,8
47 2,7 6.2 6,8
48 2.3 6.5 8,1
49 1.8 6.9 9.6
50 1.5 7.3 11.2
51, 1.2 7.8 12.8
52 0.9 8.3 4.4
53 0.7 8.9 16,0
54, 0.5 9,7 17.6
55 0.3 10.6 19.3
56 0,2 11.6 21,2
57 13.0 23.1

58 14,8 25,1
59 16,9 27.3
60 19.3 29,8
61 21.9 32,5
62 24.8 35.4
63 28,0 38,5
64 31.5 41.8
65 35.5 45 .2

446 .

'gg 50,0 56,6

- A9 56,0 61,2
7 63.3

EXAMPLE Age 30: Out of a group of 1,000 active members, 82,8 t¢ominate service’
during the year by withdrawals 3 by death; .9 by disability,



TEST TABLE - TERMINATION 1G45-L6

JULY 1, 1946
Table V, : {tge of Entrancc Flus 4) :
TAttTa: Tabie VIIILA. ¢ Withdrawal: : 't Deatn - : BB :Disability: :  Actual
Age & Contributing : Rate Per : Assumed : Actual  :Rate Per :Assumed: Actual : Rate Per : Agsumed  :Disabilities
- Approx:Members 195415 1000 s Withdrawal g:Withdrawals: 1000 1Deaths ! Deathe ¢ 1000 :Disabllities: Retired
2 and . : ) .
under 1,453 93,4 135,71 125 2.3 3,74 2 .06 W87
25 627 96,0 60.19 109 2.5 1.57 1 .06 . 238
25 567 96,0 54 L3 96 2.6 1.7 1 .07 R Included
27 Le2 _ 94,8 43,80 8% 2.7 1.25 2 .07 .32
28 L 01.8 b3 51 100 2.8 1.32 1 .07 33 in
25 455 87.8 33495 - 77 2.9 1,32 3 08 36
30 e 82.8 Ll 88 85 3.0 1.63 2 .09 JRI%: ~ colurm .
31 616 76.6 17,19 g 3.1 1.91 2 1.0 .62
32 B4 1 69.8 L, Th 68 3.2 2.05 2 1.1 s TActual
33 690 62,0 42,78 77 3.3 2.28 4 1.2 .83
3 717 53.0 38,00 85 3.4 2 il ) 1.3 .93 Withdrawals®
35 698 h2,7 29.80 73 3.5 2.0k 2 1.4 .98
o 36 728 29,2 21.26 77 3.6 2:62 2 1.6 1.16 to
' 37 735 20.5 15,07 L 3.6 279 1 1.8 1.32 |
38 - 750 15:4 11.55 40 L0 3,00 0 2.0 1.50 age
39 682 12.0 8,18 A 4,2 2.86 2 2.2 1.50
Lo 660 g.6 6. 34 %7 o 2.90 0 2.5 1.65 50
L1 6L1 8.1 5.19 26 4.6 2.95 v 2.8 1.79
Y2 625 6.7 k.19 30 4.8 3.00 1 3.2 2.00
43 531 5.7 3.03 19 540 2,66 0 2.6 1.91
Ll L2 4.8 2.03 20 5.3 2.24 1 L2 1.78
L5 zal Lo 1,58 23 5.6 2.21 0 4.9 1.83
L6 351 3.3 1.29 16 5.9 2.31 1 Pe 8 - 2.27
Ly 328 2.7 .89 12 6.2 2,03 0 6.8 2,23
48 317 2.3 i 10 6.5 2.06 1 8.1 2.57
kg 309 1.8 .56 14 6.9 2.13 1 9.6 2.97 -
50 330 1.5 .50 15 7.3 2,41 1 11.2 3. 70 1.
51 266 1.2 .36 11 7.8 2.31 ) 12,8 "3.79
52 229 0.9 .26 11 8.3 2,40 1 14 4,16 2
5% 212 C.7 .15 12 8.9 1,89 2 15.0 3.39 2
Bl 242 0.5 .12 3 9.7 2.35 0 17.6 4, 26
55 196 0.3 .06 11 10.6 2,08 3 19.3 3.78 1
56 156 0.2 .03 6 11.6 1.81 0 21,2 3,31 2



Tabrle V. contld.. : —2

Att'd: Table VIII.A. ¢ Withdrawal: : : Death : Disabllity: :  Actual
Age ¢ Contribufing < Rate Per : Assumed @ Actual  :Rate Per :Assumed: Actual : Rate Per : Assumed  :Disabilities
Approxz:Members 1GW4-U5: 1000  :Withdrawals:Withdrawals: 1000 :Deaths & Deaths r . 1000  :Disabilities: Retired
57 185 2 13.0 2,41 2 23.1 Y 27
55 162 7 4.8 2,40 0 25.1 L, o7 1
BS 169 3 15,9 2.36 2 27.3 L, 61 1
60 145 3 19.3 2.8 5 29.8 k.32
61 137 3 21.9 3.00 2 32,5 4,45
€2 147 6 ok, g 3.65 1 5.4 5.20 -
63 g1 3 28,0 527 1 8.5 3,12
i 128 1 71,5 4,03 1 1.8 5. 35
65 gl 3 35.5 2.98 1 Yg. 2 3.80
66 91 3 39.8 3.62 o lg,7 W43
67 g0 2 L 6 3.57 1 R 4,19
68 T 2 50,0 3. 70 1 56.6 L.19
69 89 3 56.0 4,58 1 61.2 5.45
70 10 0 63.3 .53 0 S
: Totals 18,759 708.35 1,606 1156.93 SEE 117.6% 10
(o]
7 Total assumed terminations 194A-LG gh2,92
Total actual términations I1945-U6 1,677.

*Does rot include retired deceased
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Since -there were no retirements during the first two years of membership, Table VI
shows some deaths after age 70 and prior to retirement. Sucl members would have
automatically retired July 1, 1942, if such had lived,

A total of 260 deaths have been reported to the Retirement Syste . during the first
gix years of operation, It is obvious that all deaths have not been reported, The
average prior service credit of dececased members is 16.5 years, and the average
prior service salary is $981.20, It is significant that the prior service credit
for deceaged members is more than twice as great as the average prior service credit
of 7 years for withdrawn memberg. The average prior service salary is also greater
for deceased members, This indicates that the teachers lost by death while in ser-
vice asre amohg the best of our teaching staff.

In the distribution of withdrawn members as shown in Table VII for the {irst six
vears of the operation of the Retirement System the age of entrance is used, OF
the 5,111 withdrawn members shown in Table VII, 1,606 withdrew in 1945-46, Of this
number wlthdrawlng in 1945-46, 1,003 had average prior service credit of 7 years and
average prior service salary'of ?827 99.

Of the 1,606 members withdrawing in 1945-46, 343 had filed Service Form A-2 and
reported no prior service credit, Their average entrance salary is $1,085.52,

An additional 260 members withdrew who had not filed Forms A-l or A-2 and, con-
gequently, had no prior service credit, The aversge entrance salary for this group

is $8910750

0f the number 5,111 who have withdrawn from 1940 to 1946, 1,225 held no prior ser-
vice credit, while 3,886 held an aggregate of 27,093 years of prior service credit
which is an average of 7 years. The aggregate prior service salary for these

having prior service credit is $3,429,642.55, and the average is therefore $882,56,

This reduction in the obligationd the state for prior servie~ is taken into conw
sideration in the preparation of Table IIA,

On July 1, 1946, the Teachers' Savings Fund ledger was comprised of 27,905 accounts,
Since there are approximately 18,500 membership positions in Kentucky, there
remains 9,405 accounts of teaschers presently not. in the service, These will be
placed on inactive status as and when such teachers have been absent from the pro-~
feasion three scholastic years. -

July 1, 1944, 1,368 accounts became inactive; July 1, 1945, 1,732; and as previously
stated July 1, 1946, 3,178, making a total of 6,278, This number is reduced by
those who return teo the service without a greater absence than six years and by
those whosé accounts are refunded to them upon application.

At the end of the three-year pericd the teacher is notified that no further interest
will be credited to her account unless and until she returns actively to the service
and that a further absence of three years will deprive her of her service credit;
but will not deprive her of her adcount. More than one notice may be sent to the
same teacher on successive years, According to the Retirement Act, membership
oxpires if the absence is greater then three scholastic years, and If the toacher is
still absent from the profession at the end of a ten-year period after membsrship

.expires and has not remuested refund of her account, it is forfeited to the

Guarantee Fund, Tho total number of years of abgence is thirteen and, therefore,
none of such accounts can be cleared from our teachers! ledger until after the
system has been in operation for thirteen years,
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Table VI, Members by Ages Deceased Before Retirement 1940-46

Arvrr—rn

PRIOR SERVICE T GALARIES

Age Group , Number ‘™"Fove1 _:  Average. s Total s___Average
18 - 20 4 2.0 .5 $ 1,899,56 $ 474.89
21 4 11.0 2.8 2,168,63 542,16
22 4 11,0 2.8 2,651,92 ¢62,98
23 7 13.5 1.9 6,515,40 930,77
24, 2 13.0 6.5 3,581,900 1,790,95
25 9 32,6 3.6 5,918,02 657,56
26 6 35,9 6.0 3,614.90 €02,48
27 7 25 .4, 3.6 5,328,66 761,24
29 6 37.6 6.3 4, 987.87 831,31
30 9 81.6 2.1 . 7,265,61 807.29
31 ) 72.0 12,0 s 309442 718,24
32 5 59.8 12,0 5,213.86 1,042.77
33 3 21,7 7.2 3,345.88 1,115,29
34, 8 . 89,9 11,2 6,299,97 787.50
35 4 5645 14.1 3,860,04 965.01
36 8 93.1 11.6 5,707.31 713,41
37 2 19.0 9.5 5,00L,40 25545470
38 4 44,8 11,2 5,280,73 1.320,18
39 3 39.6 13,2 1,990,29 663,43
40 6 102.7 17.1 Loy 3% 440 732.40
41 4 2.5 15.6 4 665,26 1,166,32
42 4 58,0 1445 1,853.89 L6347
43 5 105.9 21,2 - ley435.48 887,10
by 5 43.5 8.7 3,853,09 770,62
45 7 126,1 18,0 6,938,00 991,14
46 5 104.1 20,8 6,251,22 1,250,24
47 3 49,9 16.6 2,357.83 - 785,94

48 5 128.4 2547 3,021.24 604,25
49 6 149.6 24,9 7,469,56 1,244,93
50 3 60,9 20.3 4y 840,00 . 1,613.33
51 9 175.6 19.5 . 8,231,72 9464
52 3 84,6 28,2 4y 410,20 '1,470,06
53 4 91,6 22,9 5,501,45 1,375.36
54, 3 77,0 25,7 2,439.48 813,16
55 . A 111,0 27.8 3,691,38 922,85
56 10 253.6 R5.4 12,813,07 1,281.31
57 5 133,0 26,6 6,666,26 1,333.25
58 5 148.,0 29.6 7,194..59 1,438.92
59 9 233,7 - 26,0 10,909,27 1,212,14
60 5 118,3 23,7 6,075,38 1,215,08
61 6 175.0 29,2 7,322,21 1,220,37
62 4 116,1 29.0 45205 ,32 1,051.33
63 3 68,0 22,7 3,540,06 1,180,02
64, 4 68,0 17.0 2,465,12 616,28
65 5 138.,0 27,6 6,562.5/, 1,312,51
66 7 185.4 26,5 8,545.98 1,220,85
67 4 60,0 15.0 3,813.,55 S 953.39
68 5 145,1 29,0 5,813,55 1,162,71
70 & over 5 120.,0 24,0 5,940,852 1,148,16

Totals and 42946 16,5 $255,113,04 $ 981,20

3

Averages
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Table VII, Members Who Have Withdrawn Before Rétirement 1940-46

. " ;

Averages

: Number @ Number H

Erntrance: Without : With PRIOR SERVICE : SALARIES
Age 2 P, 8, 3+ P, S, i _ Total t_Average 3 Total :__Average
18 - 20 164, 164, 228,2 1.  $°101,821.35 $ 620,86
21 138 184 354,6 1.9 131,131.50 712,67
) 96 217 494.2 2.3 169,505 ,06 781,13
23 70 234, 733.3 3.1 186,995,16 799,12
24, 75 263 1,032,.2 3.9 211,9¢7,21 806,04
25 65 248 1,140.4 4e6 215,813,28 870,21
26 L, 266 1,442.6 544 221,149.56 831,39
27 L2, 229 1,403.8 6.1 200,124,85 873,91
28 33 206 1,448,0 7.0 185,532,87 900,65
29 35 211 1,656.4 7.9 180,374 .04 85/..85
30 . 54 229 1,927.,7 8.4 213,426.89 932.00
31 36 193 1,709.1 8,9 1€5,175,80 959.46
32 32 180 1,741,7 9.7 171,824.37 954..58
33 29 144, 1,387.1 9.6 146,261,73  1,015,71
34, 23 128 1,317,6 10.3 134,875,24  1,053,71
35 20 120 264.9 10,5 116,461.53 970,51
36 29 93 981.8 10,6 100,314.65  1,078,65
37 20 93 1,100,9 . 11,8 96,840.49  1,041,29
38 23 73 785 .4, 10.8 79,540.46  1,089,60
39. 18 46 5945 12,9 42,204,..84 917,50
40 21 53 571.3 10,8 48,605,94 917.09
41 16 48 568,8 11.9 48,302,12  1,006,29
42 14 41 510,0 - 12.4 43,150,882  1,052,46
43 15 19 271.9 14,3 16,322.04 859,05
L 10 18 209.4 11.6 16,579,32 921,07
45 5 23 262,2 11.4 21,831,25 949,18
46 14 23 225,8 9.8 21,222,9/ 922,74
47 8 10 141.1 14,1 8,959.55 895,96
48 6 13 121.8 - 944 13,433.90  1,033,38
49 8 20 267.7 13.4 - 19,185,10 959,26
50 5 15 R4 15 16,1 10,695,45 713,03
51 8 10 99,8 10,0 8,491.26 849.13
52 7 15 208,0 13.9 15,179.,86  1,011,99
53 1 6 48,1 8,0 5,252,10 875.35
55 3 7 107.7 15.4 6,033.20 861,89
56 4 4 42,0 10.5 2,456,00 614,00
57 3 7 77.3 11.0 5,870,80 838,69
58 5 6 43.6 7.3 4,182,00 697,00
59 4 w3 33.5 11.2 3,031,00  1,010,33
€0 2 3 4540 15.0 2,000,00 1,000,000
61 2 3 49,0 16,3 2,134.00 711.33
62 2 2 12.3 6.1 2,880,00 1,440.00
63 0 2 23,0 11.5 2,527,00 1,273,550
64, 2 2 16,0 8,0 825,00 412,50
65 1 1 5,0 5.0 175,00 175,00
68 1 0 0.0 0,0 0.00 0,00
69 2 0 0.0 0,0 0,00 0,00
Totels and 4 ooy 3,886 27,093.0 7.0 $3,429,642.55 § 882,56
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Table VIII, Distribution of Members Age 50 or Over by'OnrnYear Intervals of
Attained Age as of July 1, 1946

: : : s 20 but :
: Number :_PRIOR SERVICE YRS.:_ PRIOR SERVICE SALARY  :less than : 30
Attained: of : : R ' H 330 Years : Years
Age _:Teachers: _ Total _:Average: Total :_Averaoe : P, 8. i1 P, S,
50 261 4,394,70 16,8 $ 291,426,08 - $1,116,57 105 0
51 261 4,761.40 18,24 268,638,090  1,029,26 129 0
52 257 4,729,700 18,4 282,811,15  1,100.43 134 2
53 230 4,522,20 19,66 260,543.35 1,132.80 120 11
54 230 4,553,10 19,79 258,523,16  1,124,01 124 13 -
55 172 3,421,50 19,89 195,504.32  1,136.65 74 21
56 188 3,894,00 20,7 203,416,96  1,082,00 86 33
57 152 3,334,80 21,9 167,616,52  1,102,74 70 30
58 146 3,144.20 21,5 147,938,09  1,013.27 45 42 -
59 153 3,401,80 22,2 168,088.44  1,098,61 53 49
60 109 2,568,80 23,6 125,824.65  1,154.35 34 45
61 112 2,646,80  23.6 120,540,381, 076,25 41 40
62 112 . 2,743.30  24.5 111,601.6/4 996.44 41 48
63 96 2,343.70 244 118,272,586  1,232,01 28 45
6/, 112 2,691,90 24,0 120,025,87  1,071.65 25 55
65 60 1,570,70 26,2 - 67,728,11 1,128,80 9 39
66 79 . 2,032.93 25,7 82,809.04 1 048 22 20 46
67 61 1,521.00 R4 .9 64,563,42 1, 05 W42 18 29
68 61 1,533.40 25,1 70,457.,60  1,155,04 13 36
69 50  1,268,10  25.4 58 905.63  1,178,11 12 28
iﬁiﬁigei 2,902  61,078,03 21,05 $3,185,235,06 $1,097.60 1,181 612

In previous reports we have ineluded in Table VIII a distribution by entrance age

of all members, We have not been able thls year to tabulate this information and
bring it up to date. Table VIII in our previous report for the year 1944-45 may be
used, Table VIII for the current year shows a distribution of all members who have
attained age 50 as of July 1, 1946, In membership at this time there are 2,902

50 years old or older, Of tnls number, 1,181 have 20 or more years but less than 30
years of prior service credit and 612 members have 30 years of prior service credlt

Approximstely 2,000 in Table VIII are now eligible to retire for dlsablllty.

The average prlor service for this group is 21. 05 years and the average prior ser-
vice salary is $1 097 éO

This group of faithful teachers comprises about 16% of the teaching staff of the
state at this time, Upon retirement they will be entitled to subseguent service-
credit from July 1, 1941, and of which practically all of them have the present
maximum of 5 years, This table will be found useful in determining the obligation
of the state for the prior service involved and in determining the obligation of the
Retirement System for annuities payable from date of retirement during life
expectancy.

Table VIIIA appesaring in our report for 194445 is omitted for lack of space, |
Table VIIIA gave the number of contributing members as 18,771, aggregate salaries
$23,794,530,63, and average salary for 1944-45, $1,207.62,



~15-

Table IX, Number of Teachers Retired and Benef’ts Paid
July 1, 1942, to June 30, 1946

t  SUPERANNUATION : DISABILITY : Total : Total :Retired :Retired
Year :Mumber ¢ Benefits :Number : Benefitgs:Number : Benefits :Teachers:Teachers
tRetired:  Paid tRetired:  Pald _:Retired: Paid _ iDeceased: Living

1942~43 232  $ 62,439.36 14 $ 1,426.56 246 4§ 63,865,92 . 58 188
1943-44. 9% 80,803.88 8 2,260,49 102 83,064,37 13 89
1944-45 71 101,452,30 6 2,862.12 77 104,32 & 73
1945-46 111 328,697,16 11 9,280,93 122  337,978,09 6 116

—— ———

Total 508  $573,392,70 39  $15,830,10 547 $589,222.80 81 466

)

Including 136 who retired July 1, 1946, there are 602 11v1ng retired teachers.
Number deceased appear in Table IX.

Table X, Living Retired Teachers, shows age at retirement. Those retiring from age
50 to 59, inclusive, retired for disability., To this time the great bulk of our
teachers, more than 50%, have retired at age 70. Including the annuities of teachers
retired July 1, 1946, after the increases provided by the amended Retirement Law,

the average is $354 95, and the total obligatlon for their life expectancy is.
$2,485,721,71, A considerable part of this obligation has alrezdy been liquidated
in the form of annuities paid, the balance in the allowance reserve and in the
balance of the reserve of those deceased after retirement,

In the fourth column of this table are the life expectancy ennuity factors for each
age for a 3% retirement system,

-The maximum annuity‘for the year 1945-46 vas $720,00, and for the year 1946-47 it
is $750,00, The minimum remains $100.00, but the minimum for a member with 30
years or more of service credit is $300,00 under the amended Retirsmsnt Law,

For the 136 members retired July 1, 1946, the average age at retirement is 65.6,
the average prior service credit 26.9 years, the average subsequent service credit
4.5 years, and the average prior service salary $928.88, The average annuity is
$363.18 and the total amount of reserve necessary to pay these annuities during
life expectancy is $561,350,00,
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Average

Table X, ILiving Retired Teachers by One-Year Intervals as of Age at Retirement
July 1, 1942, to July 1, 1946, Inclusive
hge : e : Amount Required ¢ Cost
at : Number Average ¢ to Pay Annuity for
Retirement 1 Living :___Annuity s _of $1,00 : _Life Expectancy
50 5 $246.,00 1784964, &  22,012.41
51 6 277.67 17.50283 29,160,06
52 6 281,00 17,15249 28,919,10
53 4 290.00 16.?9884 19,486.65
54 3 298,96 16,44202 T 14,746,504
55 8 270,25 16,08243 34,,770,21
56 4 281,64 15,72020 17,709,75
57 3 285,33 15,35566 13,144.29
58 3. 271,33 14,,98909 12,200,97
59 6 279,00 14, 62080 2,475 .22
€0 26 304.72 14,25107 112,907.14
61 12 300,00 13,82028 49,969,01
62 13 280!23 13.50872 49,212,13
63 13 328.40 13.13677 56,083,50
64 17 321,27 12,76477 69,715.94
65 38 334434 1239309 157,453.22
66 24 334.45 12,02211 96,499.07
67 26 356,70 11.65224 108,065 ,20
68 21 340,81 11.28381 80,758,34
69 19 328,46 10,91726 68,131,78
70 or over 345 390.11 10.55296 1,420,301,18
Totals and 602 $354,,95 $2,485,721.71
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LEGISLATI?E

Our legislative program embodied in H. B, No, 405 was passed late in the session,

There appeared to be unanimous consent in favor of it, including the specisl
appropriation of $106,000,00 per year to take care of the increase in cost ineident

to the amendments.

Two-thirds of the living retired teachers received increases in their benefits
under the $10,00 per service credit year up to 30 years, Section 161,620,
paragraph (3). Most of the retirants receiving 9100 00 per year now receive
$300,00 per year (July 1, 1946},

Members retiring for disability are also greatly helped,

Those recelving no increase seem to be satisfled, only two or three have complained,

The annual inerease for teachers already retired is %36,728,32 which is an average
increase for those receiving increases of $124.04,

Section 161,620, paragraph (1), seems to operate as expected, It is a great help
in relieving the pressure to stay active to age 70, The anrial incressge for the
136 members rebiring July 1, 1946, is $12,903.,08, The average increase for those
receiving an increase in benefits is $120.59. Those retiring under 70 in most
cases received increases; and many age 70 were brought up to thr. $300,00,

Since the passage of the Act, effort has been made to promulgate an understanding
of the section dealing with the increases in contribution, &.ction 161,540,

A revision of the Retirement Law has been distributed to officialss the Handbook
of Information wag revised and digtributed to members and many explanatory letters
have been sent to offiecinls and members, :

The Keuntucky Common School Laws 1946 has been distributed by the Depsrtment of
Education, It is a complete revision of all statutes pertaining to Education,

There is no audible complaint from members by reason of the incresged contribution
under Section 161,540,

Some are filing certificates of service performed in other stotes, rrineipally
teachers recently coming back to Kentucky, or coming to Kentucky for the first
time, and teachers planning to retire soon,

The amount required to match out-of-state contributions is so far very small,

On the whole, there is a great increase in interest since the amendments became
effective.

We are grateful to a sympathetic General Assembly, its leaders, and to the Chief
Executive, Governor Willis, for signing the Act into Law.
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FINANCIAL

VALUATION BALANCE SHEET
THE TEACHERS' RETIREMENT SYSTEM OF KENTUCKY
AS OF JULY 1, 1946

ASSETS

S i e e e

CURRENT ASSHETS:
Cash
Accounts Receivable
Bond Investmentsg
Unamortized Premiums
Acerued Interest on Bonds Purchascd
Furniture and Fixtures

Legs, Items Outstanding
Encumbrances
Due Districts (Overpayments)

Net Current Assets

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

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

Presont Value State'!'s contributions
mandetory by reason of Subsequent
Service, July 1, 1945 (Att)

Indicated deficiency from members'
future contributions (No covering
provigion in Act)

Deferred hAssets - mandatory by reason of Subseguent Service

$ 291,990.29
2-47

6,625 ,000.00
12,679.80
150,27
12,364,31

4 2,526.47
100,15

Actuarial Reserve Deficiency: Deferred obligations

of the Commonwealth of Kentucky.
Prasent Value accrucd obligation
mandatory by reason of Prior Service:
Acetive menmbers
Members eligible to retire

Currest Asset Deficiency: Present Valuse
of accrued Prior Service obligation
due retired teachers '

Less, State's Prior Service Contribution

Net Allowance Regerve Fund Deficit

83,216,181,48
725,257 4

$1,204,203,97
104, 759.77

Deferred_Assets - mandatory by reason of Prior Service

TOTAL ASSETS

& 6,942,187.14

. [R,620562
% 6,939,560,52

$ 8,639,454.25
8,639,454.25

1,104,182.24

418,383,090.74

e s

$ 3,941,438,9.
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VALUATION BALANCE SHEET
THE TEACHERS' RETIREMENT SYSTEM OF KENTUCKY
AS OF JULY 1, 1946

A s Gmm P e v R e dew e

CURRENT LIABILITIES:

Expense Fund & 12,891 ,64

Teachers! Sevings Fund - Accumulated Contributions 3,279,555,80
State Accurmlation Fund - Accumulated Contributions 3,279,653.48
Allowance Reserve Fund :

Teachers! contributions 3 2,441,07

State contribution - permanent 18,001,29

State contribution ~Temp, $1,136,092,84
Less State contribution-Def,  990,293,91  145,798,93

166,241,29
Guarantee Fund 201,218,311
Net Current Liabilities $ 6,939,560.52

DEFERRED LIABILITIES: (Present Velue on 3% interest assumption, ete,)

Present Value benefitg mandatory

by reason of Subseguent Service

active members, July 1, 1945 (B!) . $18,283,630,21
Present Value of benefits mandatory

by reason of Subseauent Service,

members eligible to retire, July 1,

1945 (Btt1) 99,460,53

Deferred Liabilities - mandatory by reascn of Subsequcnt
Service (B! 4 pitt) $12,383,090.74

Present Value benefits mandatory by
reagon of Prior Service, July 1, 1945:
Active members (B) $ 3,216,181,48
Members eligible to retire (B!'!) : 725,257 46

Present Value benefits mandatory by
reason of Prior Service - Retired

teachers (B't11) ' $1,204,203,97
Legs, State Prior Service contributions 104,759.77

1:099; 444 .20

Deferred Liabilities - mandatory by reason of Prior Service % 5,040,883.141

TOTAL LIABILITIES , : _ $30,363,534.40

| In this Annuel Report we are using the sctuarial valuations lest mede under the old
Law, It appeared to be & waste of time to re-evaluate the System under the old Law
since this evaluation would be worthless after July 1, 1946,

Before our next annual report is published, a valuation balance statement will be
prepared under the amended Law.
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Table ZI, Relaticn of Net Earnings to Average Interest~Bearing Assets Teachers! Retirement System
' June 30, 1946

: Averzge : :Per Cent:Net Earnings:Fer Cent: :Per Cent: :  Surplus

: Interest : Barnings : of ¢ Because : of : of :Remaining in
Year : Receiving : on : Average: of : Average: Total t Average: Interest @ Guarantee

3 Assets :Investments: Assets @ Refunds @ Assets : Farnings : fissets : Paid :  Fund

1940-41 & 479,071.64 &  5,091.96 1,04 & 2,229,71 0.46 % 7,321.67 1.52 § 10,463,59 ~ 3,141.92%
1941-42  1,437,845.25  23,999.54 1.66  21,736.62  1.52  45,736.16 3,18  39,874.47  5,961,69

1942-43  2,474,025.25 62,976.3L 2.5 41,739.55  1.60  104,715.86  4.23  73,394.9 131,320.92

1943-4e 3,574, T24.3L  79,202.93  2.22 50,183.13  1.40  129,386.04 3.62 101,071.17  28,314.87

194445, 4,78L,910.26  115,572.02  2.42 53,149.57 1,11 168,721.59 3.53 133,666.16  35,055.43
1945-46  5,823,642.49  163,671.56 2,81 109,377.27  1.87  .273,048.83 4.68 169,241.51 103,807.32

Total | | | $201,218.31

#Deficit

The -purpcsc of Table XI is to clarify the discussion pertaining tc the fact that the Kentucky Retirement System is
a2 2% system, This question is raised by reason of the pressnt interest rate on investments of 2.495%. The Teachers!
Savings Fund, the State Accumulation Fund, end the Allowance Reserve Fund are each credited with three per cent
compound interest zceording to the law. The Expense Fund and the Guarantee Fund are not credited with interest.
The Retirement Low is very specific in rogerd to this point, Therefore, it i1s practical to invest the balance in
the Guarantee Fund and use the earnings of the investment to augment interest out of which three per cent may be
credited to the funds requiring interest. '

Inactive accounts remzining in the Teazchers! Savings Fund reéeive no interest after the third year. The prdceeds
- of such accounts in the amount of approximetely $137,063.00 at this time are invested. This is a further help in

guaranteeing 3% interest for the system because no interest is credited to such accounts while they earn
approximately 23%. ‘
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Average interest-~bearing assets are found by taking fund balznces on Decermber 31 of each fiscal yeﬂr. The column
"Eernings on Investments" includes interest earned on investments, profits from the sale and reinvestment of

securities; it 1s the Totol receipts from,tbese sources for the full fiscal year. For the year 1945-46, it is
under 3% by .19,

L surplus creatod in the Stoate Accumulation Fund by reascn of refunds from the Teachers' Sovings Fund is transferred
to the Guarazntee Fund as provided by the law., Refunds at this time are quite heavy, and for the year 1945-46
amounted . to 1.87% cf averr~2 interest-receiving assets;y therefore, the relation of receipts of the Guarantee Fund to
total interest-receiving assets is 4.68%. TFor this reason the Retirement Systen did in the vear 1945-46 credit
interest-receiving funds with 3% ard had a balance in the Guarantee Purd for tho year of $103,807.32

The accurulated balance in the Guarantee Fund is $201,218.31, which is as the name implies a guarantes that the
system may continue to operste as long as these conditions obtain as a 3% systen.

The National avera ge of withdrawals on the basis of which our refunds are made for 2 normel year is .8 of 1% of
interest-receiving assets. 8ince at present the percentage for Kentucky is 1.87, there is good reason for

. believing thet the Kentucky Retirement System can operate as a 3% system for many yoars to come and, perhaps,

indefinitely.
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GENERAL BALANCE SHEET
Teachers! Retirement System
June 29, 1946

: ASSETS
Current Asgsets
Cagh - Unencumbered $ 289,381,04
Cash - Reserved for Encumbrancest 2,526.47
Cash - On Deposit U, S. Post Office 82,78
Total Cash _ $ 291,990.29
Underpayments (Due from Districts ) 247
Total Current Assets $ 291,992,76

Fixed Assets
Investments?
U. 8. Treasury 25% Bands #6,075,000,00
U. S. Defense Bonds, Series G . 550,000,00
Unamortized Premium 12,679,80
Accrued Interest on Bonds Purchased 150,27
Total Invested ' ¢€,637,830,07

Office Equipment3 ‘ : 12,364.31
Total Fixed fAssets ‘ 6,650,194.38

TOTAL ASSETS ' , &6,942,187.1;

LIABILITIES
Current Liabilities

Encumbrances Outstanding é 2,526.47
Overpayments (Due Districts) ' 100,15
Total Lisbilities & 2,626,62
NET - ASSETS MINUS LIABILITIES $6,939,560,52
FUNDS
Balances '
Expense Fund ’ $ 12,801.64
Teachers! Savings Fund 3,279,555,80
State Accumulation Fund 3,279,653.48
Allowance Reserve Fund
Teachers! Contributions % 23441,07
State Contribution - Perm, 18,001,29
State Contribution-Temp, 1,136,092,84
Less: State Contri, Def. _-990,293.91 _ L, Ty e
Net Balance 145 798,93 166,241,29
Guarantee Fund 201,218,31
TOTALS $6,939,560,52 $6,939,5€0,52

lschedule 1. (Llst omitted)
23chedule 2, :
33chedule 3, (Office Equipment)
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GENERAL STATEMENT OF RECEIPTS AND DISBURSEMEL TS
Teacherg' Retirement System
Piscal'Year

Total

112, 914,86

1945-46
Cash Balance July 1, 1945
Cash - Unencumbered $ 5,436,56
Cash - Reserved for Encumbrances ..835,23
Total T $  6,271.7
Receipts
Teachers!' Savingsl $657,957.16
Re-instatements 1,710,26
Total ¢659 667 4.2
Plus: Irregular Payments 97.72
Net Received from Teachers $ 659,765,14
State Contribution - Perm, $658,004,24
State Contribution - Temp,l 133,345.76
State Contribution for Expensesl __31,650,00
Total from State 823,000,00
Interest Received on Investments 150,689,79
U, S. Treasury Bonds Sold 445,101,56
Gift T 5,00
Total Receipts . 2,078,561, 4
Total Cash Available $2,084,833.2
Disbursementyg
Office Yquipment Purchaesed $ 252,62
Actuarial Service 575,00
Board of Trustees - Meetings 222,02
Board of Trustees - Election 392.09
Insurance & Fidelity Bond Expense 50,00
Investment Service 21.42
Medical Service 64,00 .
Miscellaneous Expense 240.94
Postage 500,72
Printing & Office Supplies 934,61
Salaries - Regular 22,587,17
Salaries - Extra 1,982,71
Tel. & Tel, BExpense 195,44
Travel Expense e 573.46
Total Current Year Expenses $ 28,596.20
Prior Year Expenses Pald 756,11
Total $ 29,352,31
Refund Claims Paid® :
Refunds - Regular $109,972,18
Refunds - Special 50,64,
Refunds - Inactive 1,104.74
Refunds -~ Excess .99
Refunds of Annuitants Deceased 395.96
Interest Paid on Refunds 1:390,35



Retirement Allowances Paid3 :
Superannuation . § 129,761.7%
Disability __3,703,69
Total : - % 133,465.47

Bonds Purchased
U, 3, Defense Bonds, Series G $ 100,000,00
U, 3, Treasury 2% Bonds 1,417,110,35
Total . - 19 5—]—79 110 -135. i
Total Disbursements 31,792,842.¢
Total Cash on Hand June 29, 1946 53 291,990,
Less: Cash on Deposit U,S, Post Office & 82,78
Cesh- Reserved for Encumbrances 2,526,417

| | o 22609,28
Net Cash Unencurmbered $ 289,381,0/
Ischedule 5, .

2Schedule 6,
3schedule 7.

Schedule 2
INVESTMENTS HELD
Teachers! Retirement Systen
June 29, 1946

v, - - -

b,

-

= e e —

Name and Description Par Value Net Yield
U, 8. Defense Bonds, Series G $ 550,000,00 . 2,50 %
' U. 8. Treasury 23%, 12/15/1962-67 225,000,00 2,50 %
U. 8. Treasury 234, 12/15/1963-68 1,000,000,00 2,50 ¢
U, 8. Treasury 25%, 9/15/1964-69 1,150,000,00 L 249 %
U. S, Treasury 23%, 3/15/1965-70 700,000,00 2,50 %
" U. 8. Treasury 23%, 3/15/1966-71 450,000,00 2.50 %
U. 8. Treasury 28%, 6/15/1967-72 1,150,000,00 S 2.50%
U, S. Treasury 25%, 12/15/1967-72 1,400,000,00 2.47 %
Total Par Value %6, 625,000,00
Unamortized Premium 12,679.80
~Accrued Interest on Bonds
Purchased 150,27
Total Invested $6,637,830,07

Average Net Yield : 2.495%
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Schedule 5

TEACHERS! SAVINGS AND STATE CONTRIBUTIONS
Tezchers! Retirsment System
June 29, 1946

Tenchers! : STATE CONTRIBUTION E
Yeor Savings : Re-ingtate- : H For : : Total

Reguler : ments : Permapment ¢  Temporary : Expenses : Total 3

1940-41 476,136,72 ¢ & 476,089.49 & $ 23,669.88 & 499,759.37 § 975,896.09

1941-42 481,635.48 77.55 481,713.03 '18,232.93 499,945,96  981,658.99

1942-43 559, 626,66 105;00 559,672.98  68,007.63  22,317.03 649,997;64 1,209,729.30

194344 546,311.99 192.73 546,161.42  79,205.38  24,633.20  650,000.00 1,196,804.72

194445 646,738.13 1,535.32 646,559,386 126,531,94  25,908.68  799,000.00 1,4L7,270.45

1945-46 657,957.16 1,710,26 658,004.24 133,345.76  31,650.00 823,000.00 1,482,667.42

Totals $3,368,406,14  $3,917.86 $3,368,200,54 $407,090,71 $146,411.72 $3,921,702.97 $7,294,026.97



Schedule &
REFUND S
Teacherst Retirement Systen
June 29, 1946

w2

: WITHDRAWAL, o DREATH : “SPROTAL _ TOTAL

Sate : Mumber 3 Amount : Number : = Amount : Number 0 fmcunt : Number i Awmount

194041 151§ 2,036.96 12 & 235.54 | 8. 163§ 2,272.50
194142 738 20,231.70 38 1,878.55 2 29.32 778 22,139,57
1942-43 900 37,563.07 58 4,704,128 4 35.77 962 42,303 .02
194344, 872 46,706.43 40 4, 604,58 g 127,39 920 51,438 .40
194445 914 48,760.45 52 6,567.58 8 168.27 97, 55,496.30
194546 1647 103,816.35 62 8,654,01 5 . 50.64 171, 112,521.00

Totals 5222 $259,114.96 262 $26, 6l 4k 27 - $411.39 5511 $286,170.79




=27

Schedule 7
Retirerent Allowances Paild
Teachers' Retirement Systen

June 29, 1946
(4

8 b et g e e

: CAUSE_OF RETIREMENT

e L o ¢ oy . e i A s e P e e P e

Year :_Superannuation : Disability i _Total
1942-43 $ 62,439,36 $ 1,426,56 $ 63,865,92
1943~44, 80,803.88 2,260,49 83,004,37
194445 101,452.30 2,862,112 104,314.42

Totals 55;Z:Zg;:§5 éiajzggjég §5§ZZ;ESTE§

(B)
Funds Fron Which Retirement Allowances
Have Been Paid
: | ‘ PLID FROM. T

Year : Teachers! : State : Total

. ¢ Contribution : Contribution s _ .
1942-43 $15,791,10 & 48,074.82 $ 63,865,92
194344 9,363,05 73,701, 72 83,064,37
1944-45 1/,120,62 90,193.80 104, 314,42
194546 R45R96,95 109,168,52 1332,465.47
Tetals - $63,571,72 $321,138.46 $3%4,710,18

COST OF ADMINISTRATION
Teachers! Retirement System
July 1, 1940, to June 30, 1946
- ¢ Receipts of State  Administrative: Per Cent of
_Year :_ Acoumulation Fund :  Expense : Receipts
1940-41 8476,089.49 $23, 669,88 4ok
1941-42 481,713.03 18,232,93 3.78%
1942-43 627,657 ,43 22,340,21 3.55%
194344, 625,367,99 24,566,01 3.93%
1944=45 773,035,07 25,652,28 3.31%
- 1945-46 791, 641,32 31,099,11 3.92%
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COMPARATIVE BATANCE SEEET

ASSETS

Cash - Unencumbered
Cash - Encumbered
Cash - On Depesit U. S. Pest Office

Total Cash
Undervayments - dus from District
Investments - U. S. Treasury 24% 3Bonds
n U. S. Lefense Bonds, Series G
Unzmortized Preniums
Accrued Interest Purchased
Total Tavested
0ffice Equipment

Tetal Lssets

LIABILITIES

Encunbrances Outstanding
Overpoyments — Due Districts

Total Lisbilities
Net Fund Balance

DISTRIBUTION OF FUND BALANCE

Expense Fund (Including Equipment Inventory)
Teachers'! Savings Fund
State Accumulation Fund
Allowance Reserve Fund
Guarantee Fund - :
Totzl Fund Balance
Less Equipnent Inventory

Net Fund Palance

(%) Including State Temporary Fund $101,804.62

June 30, 1946

$ 289,381.04
2,526.47
82.78

£6,075,000,00
550,000.00
12,679.80
150,27

$ 2,526.47
; 100.15

¢ 12,891.64
3,279,555.80
3,279,653 .48

166,241.29
201,218.31
£6,939,560.52
12,364.31

£6,927,196.21

$ 291,990.29

247

6,637,830.07
12,364.31

86,942,187.14

2,626,62

$6,939,560.52

June 30, 1945

% 5,436.56
835,23

#5,095,000,00
450,000,00
6,387,71
1,451.80

& 836,23
15.00

$ 6,271.79
2140

5,552,839.51
11,623.04

$5,570,755 .74

850,23
$5,569,905,51

11,835.24
2,675,018.36
2,776,816.,58%

8,824.3/,

97,410,99

$5,569,005,51

11,623.04

85,558,282,47
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SOURGCE AND APPLICATION OF FUNDS

Fiscal Year Ended June 30, 1946

SOURCE _QF FUNDS -~ ADDITIONS

Teachers Contributions (Schedule "AM)
Interest Earned on Investment (Schedule "A")
Gifts and Beguests (Cash Receipt) "
Refund of Prior Year Disbursements
Transfers From General Fund:

Expenge Fund n

State Accumulatinn Fund "

State Temporary Fund "

Total Transfers
Prior Year Encumbrances Danceled

. Post Qffice Cash Fund

Total

APPLICATION QF FUNDS -~ DEDUCTIONS

Disbursements -~ Expensge Fund

Disbunsenetits ~ Allowance Reserve Fund

Disbursements - Annual Allowance Payments
Total Dishursements

Decrease in Accounts Rec. (Due from Districts)

Increase in Liabilities (Due to Distriets)

Encumbrance Charges Unpaid (Exp. Fund)

Total Deductions
Net Excess of Additions over Deduction§
FUND_SUMMARY

Fund Balance, Beginning of Year
Excess Additions over Deductions

Fund Balance -~ Close of Year

APPLICATION OF EXCESS ADDITIONS

Increase in Cash Balance

Increase in Investnents

Total

Decrease in Amount due from Digtricts
Increase in Encumbrances Unpaid

Net Fund Increase

$  33,650,00
€58,004,2/
. 133,345,76

$  28,935,38
112,901, 84
223347934

$ 659,765.14
© 163,671,56
5,00

.85

823,000.,00
335.52
82,78

%1, 646, 860,85

& R75,316,56
18,93

85,15 -
22526,47

$__277,947,11

- $1,368,913,74
$5,558,282 .47
1,368,913,74
$6,927,196,21

$  285,718,50

1,084,990,56

1,370,709,06

$ 18,93
1,776,39 1,795.32
$1,368,913,74
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Fund

Teachers Savings Fund
State Accumniaticn Fund
Allowance Resgrve Fund
Cuaranty Fund

Bxpense Fund

Totals

4dd Deposit in Pest Of£fice

Total Closing Balance

SUMMARY STATEMENT OF OPERATIONS BY FUNDS

ADDITICNS DEDUCTTONS

Beginning Transfers Disburse- Transfers Closing

Balance Raceipts In ments - Out Balance
$2,675,018,36 & 659,661,91¢ £ 82,483,50 ¢ - £137,607.97 $3,279,555.80
2,776,816.,58 791,350,00 24,,455.C8 - 372,998,188  3,279,653.48
8,824.34 L 403,798.13  246,381.18 — 166,241,29
97,410.99 163,676.55 111,084.37 ~  170,953.61 201,218;31
547,72 31, 650,00 - 31,46L,.85 291.32 L4455
$5,558,617.99 £1,646,338.47 $681,851.08 8277,8/3.03 $681,851.08 $6,927,113.43
| 82,78
$6,927,196.21

(%) Net after adjustments for accounts with districts and refunds

NOTE: Eliminating some mincr self-balencing adjusiments

Reconeiliation Beginnine Balsnce

Balance per Bocks

Pricr Year Encumbrances Ganceled

Total as Above

$5,558,282,.47

335.

52

85,558,617,

99
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Frenkfort, Kentucky
kogust 21, 1946

Honorable Simeon Willis
Governor of Kentucky
Frankfort, Kentucky
Dear Governor Willis:

We submit herewith report of our audit of the Teachers!
Retirement System of the State of Kentucky, for the year ended June 30, 1946,

This examination was made by W. M., Van Hoose, under wmy
supervigion,

Respectfully yours,

(signed) C. I, Ross

C. I. Ross
Auditor of Tiblie Accounts

SCOPE OF EXAMINATION

We have examined the accounts of the Teachera'! Retirement
System for the fiscal year ended June 30, 1946, have reviewed the system of inter-
nal control and the accounting procedures and, without making a detailed audit
of the tramsactions, have verified and reconciled all accounts with those of the
Finance Department and the State Treasurer. We have personally inspected the
investment bonds in the custody of the State Treasurer, A verification of the
accuracy of Superintendents' reports of contributions was not inecluded in the
gcope of our examination. Our examination of the individual teachers! ledger
accounts was not of sufficient scope to prove conclusively that no irregularities
exist., Subject to thesse qualificatiomand to the explanation in the comment,
it is our opinion that all funds reported to the Agency have been duly accounted
for,
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COMMENDZTS

e e e e e e me

The Teachers! Retirement System, established as of July 1,
1940, constitutes one of the major funds of the State and is accounted for
separately in the records of both the Finance Department ard the Tressury
Department. In both these Departments the records are based on a legal concept
that the entire sssets of the system congtitute one major fund, As a result,
the balance sheet of the Finance Department has only one account for cash, one
for invested cash, and one for surplus or fund balance, Thir fund balance in
the Genersl Ledger, under the provisions of K.R.S. 161,420, is allotted to the
various sub-fundg in a subsidiary ledger as provided in that Scction of Law.
All receipt credite accruing to the system are credited to the ciae major control-
ling fund balence in the General Ledger snd simultaneously allotted to the
proper sub-fund in the subsidiary. ledger.

L N R I A A B B I ] LR R I A A A ]

In some isolated cases, summary reports at the end of the
year, including the total annual contribution of each teacher, are made, If
these were made by all educational units and included annual gross salsries as
well as annual contributions, they would be valuable in verifying the accuracy
of the individusl teachers' ledger cerds as well as furnishing some check on the
accuracy of the monthly reports. In the absence of such checks, and from the
fact that minor disecrepancies of long standing are shown by the records, some
system of local auditing in respect to Superintendent's reports becomes more
necessary and desgerves consideration by the Board,

The schedule of bonds held shows thet all investrents are in
U. 8. Securities with a par value of $6,625,000,00, The yield on these vary from
2.47% to 2,50% with an average of 2,495%.

- An examination of the minutes of the Board mectings shows
that the Executive Secretary has carried out the orders of the Board in an
efficient manner; that he has furnighed complete reports of 21l financial
matters which have been approved by the Board, The completeness of the minutes
and the conslderation of the work of the system given by the Board deserves
commendation,

NOTE: In the Auditor's comment paragraphs dealing with technical points have
been omitted by the Secretery. Complete report is to be found in the
Retirement Office, the Auditor's Office, and the Governort!s Office,

Secratary.,



