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COMMONWEALTH OF KENTUGKY

DEPARTMENT OF EDUCATION

FRANKFQRT

BCSWELL B. HODGKIN
SUFERINTENDENT PUBLIC [NSTRUCTION

FOREWORD

The Teachers’ Retirement System of the State of Kentucky is an
integral part of the public education program of the Commonwesalth and
as such is worthy of the support of the taxpayers.

The teachers themselves also have a responsibility; that of under-
standing the purposes, relationships, and henefits provided by the Retire-
ment System. ‘

Its main purpose is to provide an orderly way for the retirement of ill
and aged teachers and to supplement their financial resources by the pay-
ment for life of guaranteed retirement allowances,

s

The payments “for life” require current provision for the future.
During the active professional life of the teacher, she and the siate set
aside contributions sufficient, with accumulated interest, to pay a
deferred salary based upon age, service, and contributions during mem-
bership, -

Appropriations for retirement should be considered as of equal
importance and benefit as appropriations for per capita. For the ensuing
year, 1948-49, the appropriations for retirement of teachers is $3,915,481.64,
and per capita $21,500,000.00, fotal $25,415,581.64 for teachers’ salaries,
current and deferred.

The Eighth Annual Report has been prepared at considerable
expense, and I express the hope that it will be read and aiso discussed
during at least one faculty meeting,

BOSWELL B, HCDGKIN
Superintendent of Public Instruction




LETTER OF TRANSMITTAL

COMMONWEALTH OF KENTUCKY

TEACHERS' RETIREMENT SYSTEM

FRAMKFORT

Honorable Earle C. Clements
Governor of Kentucky
Frankfort_, Kentuck_y

Dear Governor Clements:

‘We have the honor to respectfully submit to you this the Eighth
Annual Report of the Board of Trustees of the Teachers’ Retirement
System of the State of Kentucky prepared in accordance with KRS
161,320,

The last actuarial valuation of the assets and liabilities (July 1, 1948),
the last balance sheef, accumulated cash and securities of the System,
membership,. service, withdrawals, deaths, and other pertinent informa-
tion are all included in this Report in proper form.

The Retirement System is actuarially sound and in excellent financial
condition due to your budget recommendations and favorable action by
the General Assembly of 1948,

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

Respectiully yours,

MARY J. MAGUIRE
Chairman, Board of Trustees

N. 0. KIMBLER
Secretary, Teachers’ Retirement Sysfem




INTRODUCTION

The Eighth Annual Report is for the year 1947-48, but it is prepared
and compiled after June 30, 1948, the close of the year. For this reason
we feel justified in referring to some conditions which may obtain in the
enguing fiscal or scholastic year.

Your Retirement System is actuarially sound. Appropriations made
during the last session of the General Assembly are already effeciive as
this report is being written. For the deficiency on prior service,
$2,439,606.64 has been placed in the Allowance Reserve Fund as recom-
mended by the Governor, and substantial current appropriations pro-
vided. This greatly relieves the tension on those responsible for the
smooth and effective operation of the Retirement System and guarantees
the retirement allowances previously approved.

Your Retirement System should be far more than an office in the
State Capitol, or a law to be complied with, or assels of a certain amount.
It should be a cemeni to hold ifs members together; an inducement to
voung people to come into the profession to stay; an agency of security to
teachers, human and personal in many instances; and of immeasurable
benetit to the pupil children of the state.

Previous reports should be kept for reference since history, sug-
gestions, and expert opinions cannot all be contained in any one report.

It is essential that the membership understand their Retirement
System. Since the General Assembly, Retirement Board, and Secretary
are amenable to the desires and demands of the members and other
citizens, it is dangerous to the Relirement System for the members to be
innocent of an adequate understanding of the rudimentary principles of
an annuity system; and of what is already provided for in the present
Law.

For these and other reasons the Law requires that an annual report
be made, If it carries no information or educative material, or if it be
ever so excellent but is not read, its issuance is a waste of time and money.

That the membership needs to study the literature is very obvious.
Too frequently suggestions as fo amendments or administration are re-
ceived with reference to provisions already in the Law, or in practice,
indicating that the person making the suggestion is not at all familiar
with the present Law or its adminisiration. )

The Retirement Law was practically rewritfen in January, 1946, and
the amendments adopied by the General Assembly went into effect
July 1, 1946, There seems to be general approval on the part of the
membership. During the 1948 session of the General Assembly em-
phasis was placed upon appropriations calculated to make the Retirement
System actuarially sound, and these were received.

Due to the inflationary trends of this period and further opportunity
to study the Law, suggestions for further changes of a practical nature
are in order. Resolutions and suggestions should be sent to the Secretary,
to the nearest Board member, or to the Chairman of the Board.
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Suggestions for improving the Law should be measured by two
standards: (1) The cost to ‘members and State, (2) The benefit such im-
provement will be o the pupil children of the public schools. Later in
this report there is a discussion of suggestions and proposed amendments
received up to thig time.

Administration

In 11 states the members pay part or all of the cost of administration, .
In 19 states cost of administration is paid by state or local employees.
In the remaining states there are various means of financing cost of
administration.

In Kentucky the cost of administration comes out of the appropria-
tion. The Board of Trustees approves an annual budget prepared by the
-Secretary, and this becomes the Expense Fund of the System. It may not
exceed an amount equal to 4% of the receipts of the State Accumulation
Fund. In other words the taxpayers provide for the cost of administration
of the Retirement System, and the Board of Trustees are responsible for
the disbursement of the Expense Fund..

Fach member of the Board of Trustees takes the constitutional cath
and in addition thereto an oath to “diligently and honestly administer the
affairs of the Board and that he will mot knowingly violate or willingly
permit to be violated any provisions of the law applicable {0 the retire-
ment system.”

Kentucky has what is considered to be the most favorable and most
democratic plan of administration and members should zealously co-
operate in carrying out the provisions of the Law. Members of the
Board of Trustees serve without pay, but their actual and necessary
expenses incident to attendance upon meetings are paid by reimburse-
ment.

In every respect the Statutes governing state agencies, institutions,
and departments are complied with and the state routine of business
applying to the Retirement System is faithfully carried out.

Members of the Board

Miss Mary J. Maguire, Chairman, Teacher Henry Clay High School,
Lexington.

Mr, L. C. Curry, Vice-Chairman, Supermtendent Bowling Green
Public Schools, Bowling Green,

Mr. Willlam 8. Milburn, Principal Louisville Male High School,
Louisville,

Mrs. Anna H. Settle, Lay member, Attorney, Louisville,

*Hon, Boswell B. Hodgkin, Superintendent of Public Tnstruction, Ex
officio member, Frankiort. ,
*Hon, Edward F. Seiller, State Treasurer, Ex officio member, Frank-

fort.
*Hon, A. E. Funk, Attorney General, Ex officio member, Frankfort,

* mx officio members began to serve January 1, 1M8.
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Office Personnel )
N. O. Kimbler, B.S., M.A., Executive Slecretary.'

Vera Beckham, A.B., Asgistant.
+William Ray Helt, B.S, in Commerce, Accountant.
+Weldon Jones, Supervisor. '

Lora Mae Blanford. Alean McDonald. Jean Lillis
Helen Meade. ' Dorothy Lathrem. Anna Mae Bates
Wilma Landrum. Loigs Kerby Sophia Johnson

Edward K. Martin, M.D., Medical Director.

Personnel is employed by the Board upon recommendation of the
Executive Secretary. There has been no partisan or political interference
whatsoever, and the staff is governed by merit and ability to do the
work. That such-'a small staff can handle such a volume of business
attests to its efficiency and diligence.

The Executive Secretary and every member of the staff are under
bond. The mail handled is, indeed, not all of the work, but it is indicative.
In all, 45,641 pieces of mail went out during 1947-48, Of this, 19,802 were
first-class and mostly dictated leiters, During the year approximately
400,000 lines of entries were made on ledgers; 1,442 transfers were made;
2,385 accounts were closed; 3,833 new accounts opened; 5,300 checks were
issued; and the records of 33,569 teachers maintained.

" Retirement Office )

The Retirement Office is on the first floor of the Capitol Building
and adjacent to the offices of the Department of Education, It consists
of a single office 30" x 50" in dimensions., Due to the nature of the worlk,
there is a considerable amount of noise which interferes with dictation of
letters and concentration on close work. There are in operation most of
the time four Burroughs posting-calculating machines, five adding
machines and calculators, and seven typewriters. The office is crowded
with ten degks, fourteen fireproof filing cabinets and tubs, and twenty-
seven regular {iling cabinets, three index card files, and a large fireproof
combination lock safe.

For efficient work, the loud machines should be in an office by them-
selves. Double the present space is needed, but at this time there is no
space into which to expand. There is a very useful storeroom 8 x 16" at-
tached, An inventory of all equipment and furniture is kept current and
.& copy filed with the Commissioner of ¥inance as required by Law.

All of the gpace, heat, and light are provided by the State free of

“rent. '
STATISTICAL

During 1947-48 there were considered to be 19,484 members paying
contributions. In some cases two members pay from the same covered
position, one being on leave of absence,

Table I Membership 1940-48, gives an analysis of contributing mem-
bers, or previously contributing members, even though some have not

1 ¥Mr, William Ray ITolt resigned {0 accept a better position in private busineas
in Lexington, and Mr. Weldon Jones resigned and was employed by transfer in

the Divigion of Accounts and Control of the State Government. Mr, I, I.
Phillips, B.C.8., A.B., M.A,, Accountant, has been added to the office personnel,
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filed service forms. Very few teachers in active service at this time have
failed to do so; the bulk of those not filing being individuals who taught
for a short time only and who slipped by feeling it was unnecessary,
There were 1,524 such cases, far too many, in 1947-48.

Thousands of accounts must be maintained for teachers not now
teaching. During 1947-48 postage paid return reply cards were mailed fo
4,857 teachers who had not taught for three years or more. We get a
response from about 50% who advise us of plans to teach again, or a desira
to withdraw permanently.

Table I. Membership 1940-48-

‘SERVICE RECORDS -
i Members .
. Without Totals
1 'with Prior lei,ﬂ.‘&?t Tﬁfﬂg “élth Service | - All
1 ecoras embers
Service . Service Filed Records
Members — | 23,154 7,749 80,903 9,459F 40,392
Added during 1947-48 370 1,929 2,309 \ 1,624 3,832
*

Total — 23,524 ¢,688 33,212 1%,013 44,226
Withdrawn _____.| 5,481 2,259 7,70 1,718 9,469
Deceaged | 303 17 a2 41 361 o
Retired o 836 6,620 ‘0 2,276 836 8,846 0 1,760 836 10,656

Total -

June 30, 1948 _ 16,904 7,412 24,316 9,253 33,669

During the eight years accounts have been set up and maintained for
44,295 {eachers in all. Of this number 83,212 filed enrollmént forms A-1
or A-2, providing the office with the full name, address, and the name of
a beneficiary to whom to pay the account in case of death before retire-
ment, and other useful data. The remaining 11,013 have not done so.
While during the year the number of such withdrawing is greater than
the number coming in, there still remains 9,253 on ‘whom the data is not
available,

Table I indicates the great change over the period, and for the year,
in the personnel of the teaching forces of the State. New accounts were
set up for 3,833 teachers, and accounts were closed for 2,385. The number
of contributing members for 1947-48 is 19,484; the number of active ac-
counts to which inferest was added each month 29,218, and the number of
inactive accounts 4,351; that is, accounts receiving no contributions for
more than three years, The total number of accounts being handled on
the last day of the year were 33,569. ‘Table I does not include 113 teachers
who retired July 1, 1048.

On the whole, Table I does not indicate that teaching is a profession
in Kentucky, but rather that thousands on the fringe drop in and out in
a most disconcerting manner,

Table II, Members with Prior Service End of Eighth Year, presents
the prior service credif in force among active members, It does not in-
clude the prior service of members who have retired, excepting the 113
who retired July 1, 1948; who have died; or who have withdrawn., The
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prior service of deceased and withdrawn teachers is liguidated relieving
the State of that obligation. Reference to the Actuary’s Balance Sheet,
page 36, will show the value of the prior service credit held by active and
retired teachers.

A comparison of this Table II with Table II in previous reports wilt
indicate the gradual reduction of aggregate years of prior service, There
is still a comparatively large amount outstanding, 178,742.3 years.

It is the State’s obligation to provide in its annual appropriation an
amount equal to 2% of the aggregate prior gervice galaries of members
holding prior service credit, Thig ig being done, Pleagse refer to Table
11A, Temporary Appropriations for Prior Service, Two per cent of
$14,823,845.36 is $296,477.00, the measure of the annual “temporary” ap-
propriation over and above the amount neéeded to “match” members’
contributions,

~ After the amendments of 1946, the average prior service salary of
$876.94 is no longer a true measure or true factor. By reason of the
mintmum of $300.00 for 30 years of service, or, in other words, $10.00 per
service credif year up fo 30 years, this low prior service average salary is
automatically increased, when needed, from the true average to $1,174.00
in order to provide the minimum (basis age 65). In the tables used by the
Actuary, any prior sevvice salary (individual average) less than $1,174.00
is increased to $1,174.00.

When this is done, the average prior service salary for 16,904 mem-
bers becomes $1,366.35 in estimating the obligation for prior service. In
round numbers, the passage of thé Relirement Law in 1840 'made it
possible to validate a quarier of a million years of prior service. The
state was, indeed, very generous, although it limited the maximum to 30
years for the individual member. Other states were more restrictive, but
have had to liberalize the granting of prior service from time to time.

The prior service obligation is reduced by deaths and withdrawals.
It is not reduced by retirements. At retirement the obligation is tran-
slated into money and placed to the credit of the Allowance Reserve Fund.
During the eight years the state has been entirely relieved of the obliga-
tion corresponding to 44,626.57 years, reducing the number for which it is
obligated to 202,000,93 years of which 26,044.33 have matured by retire-
ments and have been paid for by the State—the proper funds being on
deposit now in the Allowance Reserve Fund.

Table II. Members With Prior Service End of Eighth Year

: Prior SBervice Years| Prior Service Salary
From July 1, 1840 Number

Thru June 30, 1948 Total | Average Total Average

Members with Prior Serviee } }
Records Filed ] 23,524| 246,627.50 10.5(320,976,067.23 § 89LTL

Deductions . .
WHRArawn . 5,481  39,267.67 7.2 4,509,358.08 12,13
Deceased e 303 5,258.90 1T 345,248.39 1,139.4
Retired. | 836]  23,258.63 27.8)  808,216.40 966.76

]
Totals and Averages ’

June 30, 1848 ... | 16,9041 178,742.80 ‘10.6|914,823,845.86|  § 876.04
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As members with prior service credit advance in age, the present
worth of the unmatured obligation for prior service increases. However,
recent appropriations previously referred to have decreased the obligation
for prior service markedly, leaving an unliquidated balance of appoxi-
mately $6,000,000.00,

Table IIA, Temporary Appropriations for Prior Service Available July 1,
1942, Through June 30, 1948

Aggresate Lezal Amount Remaining

Year Prisoa,rlgfi?;ce Ai)f_“(‘"?’g%““’n Appropriated | Unappropriated
184041 "$17,118, 638,38 § 342,872.37 | —— § 342,872.37
104142 . 16,899, 681,77 337,503, 64 I 337,992.64
194243 16,997, 806. 67 489,956.13 | - 08,007.63 271,948,650
194344 _ 16,417, 366 20 398, 250.32 79,205.38 249,153.94
194445 16,982, 987. 04 218, 658,16 126,531.94 162,127.82
194546 . 16,288,697.28 205,971.95 133,605.33 172,166.62
104647 15,362,882.12 307, 267,65 52,737,651 254,520,14
104748 __] 13,412,912.55 268, 258, 26 b2, 360,59 214,898. 67
Totals .| . §2,518,620.08 4512,447, 38 $2,025,181.70

. By constructing Table ITA to show the special deficiency appropria-
tion of $2,439,606.64, which wasg available on July 1, 1948, it is evident
that the State hag, at the time this Report is being written, fulfilled the
obligation set out in Section 161.550, KRS. The value of this appropria-
tion to the Sysiem’s usefulness cannot be overstated. All of the funds
represented in this Table ITA has been, or will be paid to the members
already retired for their prior service credit.

It should be kept in mind that the amendment providing for increased
retirement allowances, effective July 1, 1946, did not increase the 2%
contribution required from the State. Therefore, any seeming surplus
shown by this table is not a real surplus, On July 1, 1948, the balance in
the Allowance Reserve Fund was $2,409,493.562. This is the first time the
Fund has shown an adequate balance, If is invested at 2%, but the
principal will be reduced quarterly as retirement allowances are paid.
The present 800 Hving retired teachers will during their life expectaney
receive a little in excess of $3,600.00 each on the average; this indicates
there is no surplus in this fund account.

Table IIT distributes the 1,839 new 'members whose enrollment
Forms A-2 were received during 1947-48, These members have no prior
service in Kentucky; a very few have service in other states which may
be transferred to Xentucky, but very little of such service is prior to
July 1, 1941,

The highest average salary, $1,824.21, is for members 26 years old,
excepting eight members in the age 52 bracket who receive $1,855.80. The
average for the clags of new entrants is $1,404.37.

This is quite a contrast with the data presented in Table IV which
shows the ages and prior service salary of 370 new entrants with prior
service,
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Table I1I. Distribution by Ages of 1,939 New Entrants without Prior
Service who have Filed A-2’s after Tables were made July 1, 1947

BALARIES
Age Number

Total . Average
18 206 § 311,096.27 $1,016.65
19 206 227,877.25 1,106.20
20 1% 210,083. 33 1,200.48
21 170 238, 407,14 1,402,39
22 130 200, 373,79 1,641.34
23 95 140,499, 85 1,478.95
% % © 118,038.80 1,673.85
25 54 135, 226. 86 1,609, 84
2% 62 133,100,99 1,824.21
Ed 62 95,569.43 1,641.28
28 5 86,772.61 1,701, 42
29 5O 85,977.48 1,789.55
30 45 73,368.19 1,630.40
31 a7 58,836, 84 1,690.14
32 32 51,849,117 1,620.2%
33 30 46,508.25 1,550.28
34 39 63,381.27 1,698.52
36 ' 28 44,168.2% 1,577.44
36 27 41, 400.05 1,538.34
37 25 41,861.46 1,674, 46
33 29 43,524.01 . 1,500.83
a3 25 41,078.86 1,643,156
40 18 . 30,349.18 1,686.07
41 Ry 25,297.30 1,488.08
42 17 23,514, 09 1,655,653
43 ] 14 | 23,429.,00 1,673.50
44 H 12,103.50 1,518.69
45 13 21,114,112 1,624.18
46 15 26,837.18 1,78%.15
41 12 21,282,20 1.,%73.58
13 3 5,263.81 1,751.27
49 g 6,515,15 1,303.03
50 4 7,102,580 1,7%5.63
51 4 6,851,65 1,712.91
52 8 14,846,438 1,855.80
B3 2 2,121,60 1,060, 80
b4 1 1,681,20 1,681.20
55 4 5,992,865 1,498.24
56 4 6,568.00 1,642,00
57 2 1,768.00 884,00
58 0 0.00 0.00
59 0 0.00 0,90
G0 1 1,085.00 1,085, 00
6L 2 2,248.60 1,174,830
© 62 0 0,00 0.0
63 1 2,400.00 2,400,00
64 0 0.00 0,00
65 1 864,00 864.00
66-70 0 0.00 0.00
Totals and Averages _.... 1,939 $2,723,070.88 $1,404.37
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The average prior service salary of $665.95 for their last five years
prior to July 1, 1941, shows that for new entrantis salaries have increased
more than 100% in approximately eight years.

The mode for number entering is at age 38, Many teachers take a

new start when their own children are old enough to attend school. The
older people with considerable prior service are atiracted back to a pro-

ﬂilstribution by Ages of 370 New Entrants with Prior Service
o Filed A-1's after Tables were made July 1, 1947

PRICR SERVICE SALARIES
Age Number

Total Averaga Toetal Average

i8-22 0 0.0 0.0 $ .00 3 0.00
23 2 4.9 2.0 1,019, 35 509.68
24 1 3.0 3.0 564,90 " 564.90
25 0 0.0 0.0 0.00 0.00
26 2 4.9 2.5 874.60 487.30
27 4 14.0 3.5 2,413.50 603,38
28 5 18.0 2.6 " 2,408.10 431.62
29 7 18.8 2.7 4,424,990 632,18
0 6 16.4 2.9 3,014.43 502.40
31 14 56.7 4.1 7,598.25 542,73
32 18 79,2 4.4 11,260.40 625.58
33 17 61,9 3.6 131,389.02 669.94
24 19 94.6 5.0 11,974.31 © 680.23
5 ‘ 21 80.1 3.8 11,724.98 568.33
36 19 73.6 41 13,295.00 690,74
37 i3 69.9 5.4 8,689.20 868,40
28 18 96.1 5.3 11,728.10 652,56
30 26 159.8 6.1 16,950.52 652.29
40 13 .7 6.0 7,568.75 58L.44
41 16 83.4 5.2 12,086. 02 755.38
42 il 78.0 7.1 7,863.50 T14.86
43 13 81.3 6.3 9,628.87 740.68
14 7 3.7 5.4 6,121.00 874,42
1% 11 0.2 8.5 8,636.95 776.09
45 " 126.1 5.0 9,883.80 070. 37
47 16 117.0 7.3 10,249, 35 640.58
48 B 20.7 4.1 2,780.00 776.00
19 9 108.1 - 2.1 $,289.90 921,10
50 g 72.6 9.1 4,924.20 615,53
51 6 44.9 7.5 3,040.11 656.69
62 1 2.0 21.0 1,404.00 1,404,00
53 8 64.6 10.8 4,989.20 831.53
54 3 33.0 1.0 1,457.50 485.83
56 2 22,0 7.3 1,622.00 540.66
56 q 9.0 1.4 " 5,480.7% 782.96
57 E 95.5 19.1 4,215, 20 243.04
58 § 7.9 13.6 2,164.50 432,90
59 7 4.9 10.7 38,465.10 498.59
60 1 12.8 12.8 450,00 450.00
8L 5 93.7 18.7 5,243,00 1,048,60
62 2 17.8 9.8 2,450.00 1,225.00
62 4 49,3 12.3 1,770.00 442,50
64-70 0 0.0 0.0 0,00 0.00
Totals and Averages| 370 2,441,8 6.6 | $246,402. 26 $ 665.85

! I I |
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fession they previously left; but as yet the number is not significant—
about one-half of one per cent.

The Retirement System has an Acluary avaﬂable for consultation,
surveys, and investigations at any time. A general survey and a revised
Valuation Balance Sheet is made annually. At the end of each five-year
period a thorough investigation is made and a new valuation is the out-
come. At the end of the first ten-year period (after July 1, 1950) a
thorough investigation will again be made and the Tenth Annual Report
will carry Table J, Assumed Withdrawals, Deaths, and Disability Rates
Per 1,000 Members, and any necegsary revigion of the same. Qur own
experience ag a retirement system will be given full weight.

For Table J and for Table V the reader iz respectfully referred fo
the Sixth Annual Report., Table V is a Test Table comparing our ex-
perience with the assumptions set up in the beginning.

Deaths before retirement are much lower than the assumptions, We

- feel that not all deaths are reported, especially those of young teachers
and teachers temporarily out of the service. Deaths of the retired teach-
ers are all reported and go far conform to the assumptions more clogely,

Termination of membership by withdrawal is much higher than the
Table J assumes, and this is favorable to the System. According to the
table 980 members should have been expected to withdraw during
1947-48; whereas the number actually \mthdrawmg was 1,744—{favorable
by an approximate margin of 80%.

Due to war conditions and low salaries in Kentucky, the withdrawal
rate is abnormally high. It is doubtful if our basic tables should attempt
{o forecast a continuation of this high withdrawal rate. Systems much
older and in which salaries are much better are also experiencing high
withdrawal rates; rates far above their own previous experience,

Since we have extended our 1937 Standard Annuity Mortality Table
to age 85, it is included in this the Eighth Annual Report. This is neces-
sary because of the advanced age of many of our retired teachers, We
have 3 retired teachers who are 88 years old and 34 who are 80 or older;
13 more will reach age 80 within the year.

In two decades the table will have to be extended fo age 100.
Longevity may well influence the contributions members will pay in the
future and otherwise affect the finances of the System,

We show the table beginning at age 50 bhecause that is the earliest
age for retiremeni. Discount Factors stop at age 70 because that is the
comptilsory retirement age.

Column a3% shows the amount of dollars invested at 3% regquired to

X

pay an annuity of $1.00, using both prinecipal and interest, upon retirement
at a given age. For example, a member retiring at age 51 for disability
and receiving a retirement allowance of $600.00 will require an invested
reserve of $10,502.00, and she will receive both principal and 3% com-
pound Inferest in a mormal length of life. A member retiring at age 65
on a retirement allowance of $1,000.00 will require and use in like manner
$12,393.09.

This table has food for thought for any who do not know the financial
value of an annuity and for those who have suggested that the maximum
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1937 Standard Annuity Morfality Table

Digcount.
A ) 39, Factors
Ze 1, d, 4 a, Equa%oto

a 3%
50 |I 914228 ig1s . 006362 17.84864 LBo12l
51 903410 6234 L (06863 17.50283 -, 60263
52 902176 6679 007403 11.15249 L 61684
53 805497 7148 . 007983 16.79884 , 62820
b4 858348 7651 008613 16, 44204 64183
55 880647 8180 . (09288 16, 08243 . 65618
56 872617 8741 . 010018 15,72020 (67130
BT $G3776 9333 010805 15, 35566 . 68724
b3 854443 9967 011653 14.9890% . T0401
59 844486 | 10612 {12566 14, 82050 JTe178
60 833874 11302 . 013554 14. 25107 , 4050
33 822572 12021 014614 13, 88028 .'T6023
62 810651 12774 . OIBT60 13.50872 78119
63 Wiriick 13656 016992 13.13677 80331
id 784221 14368 018321 12. 76477 , 82673
G5 T6O853 15207 019763 . 12.89300 JBH151
66 754646 16072 . 021257 1202211 87179
67 738574 - 16956 022958 11. 656224 , 905365
68 721638 17859 924749 11,23381 03523
69 703759 1873 . 026675 10, 91726 . 96663
0 634986 1863 . 028761 10.65208 1. 00000
7L 665292 20616 . 020980 10.19131
72 644677 %1526 . 033350 9.83571 Compul-
3 623151 22420 L 035978 9. 47754
T4 : 50731 23286 038762 %.12620 HOTY

retire-
(3 577445 24113 J417ER 8. 77904 '
6 503332 24889 . 044980 8.43046
i 528443 25600 RiZhCER) | 809883 ment
ki 502843 26832 02167 7.76647
9 476611 26770 056167 7.43075 ut
(] 449841 27199 UL 7.11866 wEe
81 422642 27606 . 085081 6. B0441
82 395136 27672 L0032 6. 45642 70
83 367464 27688 075349 6.19521
84 339776 21639 081050 - 5,90105
85 i 312237 ! 27215 L 087161 5.61416

allowance be set for age 65 rather than at age 70, Time is of the essence in
any annuity system. Any plan which reduces the number of years for
interest accumulation and coniributions, and inecreases the number of
years during which annuities are paid should be given careful study and
analysis.

If a retired teacher now receiving $800.00 per year had retired at 65
instead of at 70, the reserve would have logt $592,00 in contributions and
$4,000.00 in retivement allowances plus 3% compound interest on the
whole. Lowering the table wiil not provide for these losses; they may be
provided for by increased contributions.
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Table VI. Members Deceased Before Retivement 1940-48 .

Attﬁined Age Number Prior Service Salaries
al Death Male Female Total Total !Average Total Average
20 and under 1 1 2 0 [t} $ 1,016.35 § 0605.18
21 2 0 2 2.0 1.0 921.21 460, 61
22 1 1 2 4.0 2.0 1,001.35 500.68
23. i] 4 4 9.0 2.3 2,458, 05 614,51
24 2 2 1 9.5 2.4 3,149.34 137,54
25 4 3 7 15.0 2.1 5,847.35 835,34
26 1 3 4 12.6 3.1 3,124.80 81,20
27 5 3 g 24,0 3.0 5,469,.21 683. 66
23 1 2 3 18.0 6.0 1,891,065 630,35
29 11 3 14 45.1 3.2 10,605,08 757,61
30 7 4 11 44,0 4.0 8,{18.18 728, 92
31 | 4 b 9 E0.8 6.8 7,112.95 790,33
32 | 2 4 ] 38.7 6.5 4,178,567 606,43
33 5 2 ki 47.9 6.8 7.942.07 1,134,568
34 ki 6 i3 140.4 10,8 13,464.61 881.8%
s} 3 5 8 64.0 B.0 7,130.6% 891.33
36 3] 4 7 64.8 10,0 6,831.71 976. 86
37 2 4 ] 6.1 10.4 6,424, 87 1,070.73
33 [ ki i3 148.9 11.56 12,219,23 929,94

-] 1 4 B 32.0 6.4 5,350, 13 1,070.03
49 2 10 12 143.1 11.9 10,35%.03 364,09
41 2 4 6 8.8 3.1 4,757.86 792,98
42 2 4 [ 92,5 15.4 6,946.90 1,157,82
43 2 G 8 117.3 4.7 7,851.82 918,98
44 2 T I 9 136.2 151 7,562.92 840,32
45 3 4 7 97.4 3.9 9,359.45 1,842,78
48 3 2 b 03.0 18.6 2,829. 04 565.81
&1 3 2 53 88.5 17.7 5,965, 21 1,193.04
48 0 4 4 - 48.7 12.2 3,H6.02 986,51
49 2 3 B 98.8 19.8 1,494,408 698,82
50 6 2 8 167.5 20.9 8,966.35 1,120.7%
51 1 3 4 08.8 24,7 3,802.80 950.70
52 1 ki 8 167.0 19.6 8,632.70 1,079.10
B3 0 2 3 .0 24.7 3,096, 52 1,032.17
54 1 4 5 106.7 21.8 8,070.00 1,614.00
55 2 4 8 140.0 23.3 7,622.15 1,270,36
56 2 5 7 117.2 18.7 6,585.00 940,71
57 1 2 3 G5.0 a7 4,832.05 1,610, 68
53 1 ki 8 226, 6 28.3 10, 159. 05 1,265,838
59 1 ki 3 23L.0 28.% 7,400.60 926, 06
50 2 8 10 2490.2 24.9 11,023.87 1,103,530
61 5 ki i2 j24.1 21.0 16,930.90 1,410,980
62 2 8 10 263.6 26.4 12,688, 45 1,268.85
63 8 B 13 216.0 21,2 14,800. 85 1,138.53
64 0 0 0 & 0 0.00 0.00
65 b 0 [ 83.7 16.1 b,793.08 1,168.61
ifi} 0 B 33 113.0 23.6 1,065.60 1,411.12
67 7 3 10 241.4 24,1 11,929.45 1,193.95
63 4 9 13 2974 22.9 18,676, 90 1,052.07
69 3 4 7 180.1 27.2 $,081.83 1,297, 42
T0-18 « 1 & 4 b ‘ 90.0 18.0 5,958, 60 1,191.72

Totalg and
Averages 142 210 352 5358.9 15.2 }§252,809.33 $1,002.55
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Table VI, Members Deceased Before Retirement 1940-48, gives the
data for all deceased members reported to the office during the eight
years. It does not include deceaged retired teachers.

During 1947-48, 22 men and 32 women were reported deceased.
Approximately 15% had not appointed beneficiaries by filing enrollment
forms. The accounts of thege who have not filed are paid to someone ap-
pointed and qualified by the Probate Judge. :

The loss of these 54 members by death brings the grand total to 352.
The 11 men deceased at age 29 are accounted for by the war.

Table VIA., Members Deceased Before Retirement 1947-48

Attained Ago Number Prior Service Salaries

at Death

Male [ Famale | Total Total |Average| Total Average
18-24 0 0 0 0 0 $ 0,00 3 000
25 ¢ 1 1 0 ] 644.85 644,85
25 0 1 1 0 0 567,00 567,00
27 0 1 1 0 L] 1,494.00 1,494.00
23 0 1 1| 3.0 3.0 895.85 395,85
29 2 0 3 0 0 2,367.00 1,183.50
30 0 1 1 0 0 982,09 982,09
3 1 2 3 12,3 4.1 2,264,718 . 754,93
82 1 0 i 0 0 896.00 896,00
33-34 0 0 0 0 0 0.00 6.00
b 2 2 4 22.0 5.6 8,176.61 764,16
36 1 1 2 16.0 8.0 1,189.77 | . B699.88
37 0 0 0 0 0 0.00 0.00
i3 1 0 1 12.0 12,0 464.45 464,45
39 0 1 1 9.0 4.0 504,00 504, ()
40 1 2 8 4.0 4.7 2,475.68 824.56
41 1 2 3 89.7 13.2 2,481.15 829.05
42 1 ] 1 13.0 13.0 1,820.00 1,920.00
43 0 0 0 0 0 6.00 0.00
44 0 1 1 16.9 16.9 434,80 499,80
45 1 1 2 18,0 9.6 2,071.82 1,486.91
46 0 1 1 11.0 11.0 545,30 | 546,80
17 0 1 1 22.0 22.0 539,91 539,61
48 0 1 1 5.0 B.0 2,000.00 2,000.00
40-51 0 0 0 0 0 0.00 0.00
52 0 1 1 0 0 700.00 700,00
53-54 i} 0 0 0 0 0.00 0.00
55 .0 3 1 29.0 23,0 1,014.75 1,014.76
56-58 0 0 0 0 0 0,00 0,00
i) 0 1 1 30,9 30,0 566, 20 565,20
60 1 1 2 54,0 27.0 2,900.00 1,460.00
61 0 0 0 4 0 0.00 0.00
62 1 1 2 68.0 28.0 8,290.00 1,695.00
63 4 2 6 9.7 13.3 5,882.60 080,43
6d 0 0 0 1] 0 0.00 0.00
65 3 0 8 48,7 16.2 3,204.08 1,068.03
66 0 3 2 80.0 15.0 3,620,900 1,810.00
67 0 1 1 30.0 30.0 1,640.00 1,640,00
68 0 2 2 55.4 2.7 1,976.50 987,75
69 1 1 1 15.0 15.0 2,000, 00 2,000.00
70 0 0 0 1] 0 0.00 0.00

Totals and ]
Averages 22 82 B4 6427 11.9 | $66,286,19 $1,023.82
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Those with and without prior service are included in the same table
and the average of 15.2 years is for the total. The amount of prior service
is comparatively Iarge, It appears that most of the deaths are for teachers
with much experience. This is not exactly frue; the deaths of younger
teachers are often not reported. The members should see to it that all
deaths are reporied fo the Retirement Office. A postal card notice is
safficient.

The deaths above age 70 oecurred during 1940-42 while there were
no retirements. The increase of morfalily about age sixty indicates that
teachers should exercigse exira care at that age and retire if health so
indicates. .

The Seventh Annual Repori discusses the causes of death among
teachers as shown by our experience.

Table VII includes 768 members with prior service who withdrew
during 1947-48. As previously stated we received 370 new members with
prior service. During 1947-48 we lost by withdrawal 976 members with-
out prior service and received 1,93% new members without prior service.
The losses were 1,744 and the comparative gains 2,309. This results in an
accumulation of accounts for teachers now teaching. The System con-
tinues to enroll each year more members than withdraw, and ag a con-
sequence we have 33,560 accounts, of which 19,484 received contributions
during 1947-48. Of the remaining 14,085 accounts, 6,286 have not received
contfributions for three years or more and are placed in an inactive control
account, The cash in these inactive accounts amounts to $193,017.76, and
it is invested for the benefit of the System. These inactive accounts re-
ceive no intérest, This is favorable to the System. In the active control
there are 27,283 accounts; 19,484 of which were credited each month with
contribution and interest, and 7,799 accounts credited each month with
interest only. Because there are so many accounts and entries, if requires
great care to keep the Fund in balance, It is balanced each month; often
each day.

From July 1, 1940, to July 1, 1948, a toial of 9,016 members have
withdrawn and thereby cancelled 39,267.67 years of prior service credit,
The amount refunded to withdrawing members in 1947-48 is $141,581.51;
the total for eight years $569,604.43, A like amount was concurrently
transferred to the Guarantee Fund.

Superintendents should not sign an application for refund until the
withdrawing member’s last contribution has reached the Retirement
Office, Contributions for the whole month must be posted to the mem-
bers’ accounts and the Fund balanced before refunds can be deducted
ifrom the control for the Fund. 'This requires not less than 30 days and
may require almost 60 from the time the application is received, depend-
ing upon date of receipt. All such business hag a definite routine, and
‘there is no slowing if or expediting it. They are always paid on the
earliest date possible. See Schedule G on page 50.

TFable VIIT shows a distribution of all of the members of the Retire-~
ment System who have filed Form A-1 and who have prior service
credit, There are 14,857 members holding 164,601.6 years of prior service
credit. A significant number of these feachers are for one reason or an-
other not teaching at this time, but since they may retain their prior
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service credil during an absence of not more than six scholastic years, all
of it is still valid.

Their aggregate prior service salary amounts fo $13,763,111.7f, and
the average prior serviee salary is $826.37. These low prior service

Tabie VII. Members whe have Withdrawn before Retivement 1940-48

Number | Number Prior Hervice P.S, Salaries
Entrance | without | with

P.8. P.5. Total | Averago Total Average
20 and Under 612 259 2171 1.1 $ 165,821,314 3 695.7)
a1 356 262 495.8 1.9 184, 354. 60 102,64
22 21 308 766, 4 2.3 234,072.37 764.85
23 182 a4 993.7 3.2 246,816.59 786,04
24 161 70 1492,8 4.0 291, 257,03 187.18
25 124 362 1682.9 4,6 304,448.75 841.02
26 104 390 2132,96 5,47 221,117, 14 . 822.38
27 98 349 2136.6 6.1 208,468, 82 858,03
28 88 237 2302.6 7.0 278,b45.31 851.82
29 9% 288 2207.3 7.7 241,357.28 328,05
30 118 333 2783.6 8.4 259, 249. 60| 898.65
i1 99 280 2413.7 8.6 259,736.86 027,63
22 8 268 2505.1 9.3 248,657.63 927,45
a3 88 214 1990,89 9.30 208, (41, 6O; 972,18
24 61 195 | 2020,2 10.4 183, 172. 25 490,63
35 50 197 1003.3 5.1 190,921,981 963,15
36 5] 155 1616.56 10,4 162,413.47, 1,047,823
a7 54 140 1582.1 11.3 142,687.01 1,019,19
38 b5 134 1200.8 10,6 117,686. 22, 1,032,34
39 43 kit " 902.3 1.7 72,930.38 947.16
40 42 83 868.8 10.6 74,7191, 57 901,10
41 32 ki 870.1 1.4 76,154,88 989.02
42 46 b7 688.6 12.1 58,080,153 1,018.95
43 28 38 475.0 12.5 35,029.52 921.83
44 24 38 401,81 10.67 32,323,178 850,63
46 16 37 4174 11.2 26,535,88 987.48
48 24 42 390.4 4.3 28,377,494 913,78
47 17 19 234,0 12.3 17,734. 86 $33.39
48 14 24 193,1 8.0 20,199.30 841,64
49 2% 33 383.6 12,1 28,735.81 $97.89
] 19 22 316.3 4.4 | 15,282, 00| 634,64
bL 13 19 215.1 11,8 18,063. 16 950. 69
52 17 P 234.0 1.1 . 20,087.91 956,57
i) T 14 116.9 8.4 10,587.60 T56. 26
54 ’ 14 16 175.8 11.0 19,854, 86/ 640,93
55 8 14 145.4 10.4 10, 048, 40| 17,60
L) 8 8 90.8 11.4 4,770,900 696.25
57 10 11 133.3 2.1 8,203,517 745.78
58 6 12 - 113.6 9.5 8,021,18 6GB.43
5] 6 53 52.6 15 4,291.00 858,20
3] ki 8 $6.1 16.9 4,438.00 739. 67
61 b 5 70.1 4.0 2,837.78 567,56
62 b 4 25.3 6.3 4,402.50 1,100, 63
63 2 3 27.0 .0 %,'799.00 933.99
64 3 3 35,0 13.0 1,441,00 480,33
65 3 8 35,01 11,67 2,213.00 737.67
6669 3 0 1] 0 0.00) 0.00
70 -8 0 0 4 0.00 0.00

Totals and
Averages 3201 5816 | 38,967.67 [ $4,999,368,08 $ 850.78
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salarvies are disappointling to {eachers with a comparatively large amount
of prior service credit aj time of retirement. A teacher who has 30 years

Table VITA. Members who have Withdrawn before Retirement 1947-48

Number | Numbor Prior Bervice Salarles
Tnirance | Yyithout | With '

8. P.8. Total Average Total Average
L] . it % 2.0 1.0 5 98106 $ 490.53
19 78 16 20.7 1.3 8,147. 76 543.18
20 6 17 20.9 1.8 190,704.33 629,67
2t 99 28 52.8 1.3 19,800. 76 T707.85
22 79 37 8%.6 2,4 27,273.11 .o
23 52 23 81.9 2.9 21,366.81 763.10
24 43 38 163. 9 4.3 29,718.40 782,00
25 - 29 48 222.8 4.6 38,237.46 796,61
26 a3 ;M 2304 5.5 35, 318.6% 840,92
27 26 54 835.6 6.2 41,977, 98 7M.87
28 a3 45 J12.2 8.9 34,030, 66 66, 44
29 a0 32 228.3 71 25,882,859 808.83
30 31 38 324.0 85 82,160, 82, 846.34
31 ! a1 250,2 8.1 27,111.49 RT4.58
33 20 a6 335.2 9.0 28,868.47 B0L. 62
33 28 21 181.8 8.7 19,848.17 944,91
at . : C20 38 3557 ‘9.9 31,336, &7 870,45
85 21 M 234.56 9.8 22,869.15) 452,88
36 9 27 263.4 0.8 25,128, 40 930.08
37 16 26 256.4 CB9 22,572.56 868.18
38 23 19 192.0 10.1 19,101.69 1,005,35
3% : 13 11 115.4 0.5 11,4585, 35 1,051. 40
40 10 13 105.1 8.1 10,588, 60, 314,60
41 10 16 200.1 25 15,736, 85 988,55
42 14 G 33.5 6.7 3,224,900 644,98
43 i 4 48.8 2% 5,808.18 1,462,056
44 11 11 122.4 .l 8,011.38 728.31
45 7 7 6.1 10.7 6,360, 69 903.67
48 G G 45,4 7.6 5,864.00 977.33
4 3 4 29.8 1.6 2,830, 00, 707,60
18 7 7 .3 6.2 3,322 k2| 474.68
49 10 7 47.% 6.8 5,110, 20, 730.03
50 8 4 38,8 9.7 2,435.00 608.76
5l ] 4 " B6.2 4.1 4,815.00 1,203.75
52 5 3 i1.¢ 3.7 1,451. 8 483.93
53 4 4 33.8 8.5 1,396. 00 349.00
fid 3 1 8.0 2.1 1, 070. 00 356.67
i1 1 3 i2.6 4.2 1,362, 80 454,30
G i k] 13.8 13.8 450.060 #50.00
67 3 2 32.0 10.7 73%.77 24.28
58 H 3 38.0 12.7 1,488, 00, 430,33
59 1 0 [t 0 0.00 0.00
60 2 2 3.1 1.6 658, 00 329.00
61 2 1 1.9 1.9 210.00 210.00
63 2 1 6.0 6.0 810,00 810.00
63 2 1 4.4 4.9 253, 00 252.00
64 0 o ] 0 0. 00 0.00
i1 | 0 0 1] 0.00 0.00
66-62 0 0 0 1] ' 0,00 0.00
0 3 0 0 0 0.00] 0,00

Totals and .
Averages 976 768 5,810.8 4.9 $617,970. 75 $ 864,65

21




of prior service credit which is evaluated at 1% per year, if her prior
service salary is $926.37, would be due to receive only $277.81 as the part
of her retirement allowance which is bagsed upon prior service credit,

Table VIII. Distribution of Members of the Kentucky Feachers’ Retire-
ment System who Have Prior Service Credif with Attained Age
as of July 1, 1948—One-Year Intervals

Attained Nu:]nber Prior Service Years Prior Service Salary
Age Members Total Average Fotal Average
18-22 i 16 1.6 $  1,005.54 $1,006.54
2 21 2.7 1.02 20,866,065 993,65
24 8l 112.4 1.3% 79,523.55 98177
% 138 - 227.3 1.64 116,54¢.20 338.48
2 287 493.5 2.08 118, 263.38 459.00
2 a07 560.6 1.86 233,765.78 761,42
2 . 399 830.6 2.26 286.760.41 718,70
29 T 416 1,173.2 2.82 288,161.99 692,70
30 468 1,747.3 3.78 340,012, 20 726.52

5 509 1,718.2 3.8 317,871.02 742,38
a2 598 2,676.0 - 4.47 456,'760.62 763.81
a2 600 3,896.7 4,83 406,449,02 717.42
3 641 3,826.5 5.97 507,882,594 792.33
36 658 4,400.1 6.69 532,008.66 808,52
36 662 4,984.1 7.58 657,514.10 842,17
3 646 56,8257 .02 571,533.99 884,80
3 620 6,147.4 9.82 560,774,128 904.47
3% 621 6,621.2 10.68 572,607.77 |- 921.91
40 584 6,494.2 11,12 562, 264,96 962.77
4 B47 6,622.0 11.92 546, 255,57 598.64
12 G519 6,507.4 12.64 514,817.63 591.94
43 458 6,020.% 13.15 468,495.00 1,022.92
4 402 5,648.0 14.05 419,292.73 1,043.02
i3 381 5,520.3 14,61 414,476.03 1,087.48
48 349 5,196.3 14.87 378,171,654 1,083.59
4 . 308 4,938 § 1602 841,036.76 1,107.28
48 281 4,706.1 16.75 312,403,563 1,111.99
49 254 4,632.5 12.24 295,978.38 1,165.27
50 } 244 4,505.3 18.48 217,604.87 1,138.09
51 234 4,437.6 18.96 257,706, 71 1,101.3t
52 254 4,302.3 16.%4 234,683.69 1,120, 80
52 260 4,720.3 18.16 208,250.34 1,032.15
5 251 4,656.9 18.65 274,554, 84 1,083.84
65 230 4,526,5 19.68 255,517.26 1,110.94
66 232 4,606.7 19.86 259,793.26 1,119.80
57 171 8,508.1 19.81 199,168.30 1,125.19
58 189 3,921.2 20,76 201,531.50 1,0686.30
59 161 3,145.1 20.83 16%,036.81 1,108.20
60 } 130 2,7116.1 20.8% 135,887.07 1,041, 44
11 188 8,048.1 22.09 127,282.46 922,34
62 167 2,469.6 23.08 121,444.26 1,134.99
63 98 2,205.9 23,43 110,415.45 1,126.69
64 102 %,428.0 23.80 105,966, 65 1,038.73
65 ’ 83 2,052.1 .72 99,478.98 1,198.64
66 103 2,484.7 24.12 108,023.62 ~1,048.77
67 2 1,869.8 26.15 6b,837.11 1,078.79
68 87 1,779.2 £6.60 68,309.54 1,020.89
69 49 1,112.8 22.71 44,146.20 800.94

Totals and Averages | 14,857 164,601.8 11,08 |$13,763,111.71 $ 926.87
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The amendment in 1946 attempted to alleviaie this situation by providing
a minimum of $10.00 per service credit year for not more than 30 years
of total service credit. ‘This makes it necessary in calculating the obliga-
tions of the Retirement System to use a higher prior service salary—that
of $1,174.00 instead of $826.37. This is assuming that the average age of
retirement will be 65 and that the age factor .85151 will apply.

The total obligation for prior service is given in the report of the
Actuary which is included in the Eighth Annual Report. The State is
reducing its obligation properly, and if it continues to do so, the obligation
will be liguidated at the proper time. Any amendment to the Teachers’
Retirement Aet increaging the minimum retirement allowance will in-
crease the State’s obligation for prior service,

The younger members reported on Table VIII have a comparatively
small amount of prior service credit in their respective age brackets be-
cauge the attained age is used in this table, and most of their service
credit is for subsequent service, The maximum amount of service credif
for any member as of July 1, 1948, ig 37 years. A comparison of this
average prior service salary of $926.37, that iz the average salary of the
member for the five years of gservice prior to July 1, 1941, wiih present
salaries indicates the progress which has been made in increasing salaries
in Kentucky., While the per cent of increase has been large, salaries in
Kentucky are still comparatively low.

Table IX presents the number of feachers who have retired to June
30, 1948, by years and by reason for retirement. On July 1, 1948, an ad-
ditienal 113 members retired, bringing the grand total to 847. This num-
ber is in accordance with our estimates from time to fime. To June 30,
1948, $851,009.30 has been paid fo retired teachers. This is an average of
approximately $1,020.00 each, and of this number, 689 are still living as of
June 30, 1948, and will by receiving their retirement allowances continue
to increase this average. We may expect the retirement of a sufficient
number of teachers each year to increase the net number by slightly more
than 100 for many years to come. Tnless the Retirement System can
rapidly accumulate reserves in the early part of ity existence, it will run
into difficuliy when the number of retired teachers begins to level off,

Table IX, Number of Teachers Retired and Benefits Paid
July 1, 1942, to June 30, 1948

Superanngation Disability

L] w

By n - 2} by a ) =
Year .gﬁ o] 32 :_.: ._..82 i gé’g g}jm
g4 2 g4 gy | §HH | Biw | 598 | &94
£ o® S @ m oSe o D'd T53 b5
A [« A g HAm Hon, ' T [r] )
194243 233 1% 62,439.36 13 | §1,426.56 246 |§ 63,865, 92 17 226
1943-44 93 80,688,938 9 2,260.49 102 82,845, 41 17 314
194446 T | 101,452.30 [ 2,862, 12% Tt § 104,814.42 14 4717
184546 109 | 129,761.78 3 3,703.69 1318 | 133,465,47 B4 461
184647 142 | 200,903,068 23 13,430,52 165 | 214,334.20 31 595
154748 116 | 234,185.94 11 17,803.88, 126 | 26%,079.82 82 689
Total 763 $809,.432.04 71 | $41,577.25 834 ]$861,000.80 146 689
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The significant increase in life expectancy will defer the levelling oif

date. It should be noted that approximately one teacher out of ten re-
tiring retires for disability.

There is no discrepancy between Table IX and Table Xa, which -
presents the number of living retired teachers as of August 31, 1948,

According to our tables, it will require $3,043,007.88 {o pay the retire-
ment allowances of members already retired as of July 1, 1848, All
deceased teachers have heen el;minated from Tahle Xa 1n arriving at
these f1gu1 es.

Many teachers expressed surprise that the appropriation of
$2,439,606.64 was necessary to pay for the prior service credit of members
already retired, but this table indicates that the amount was not over-
estimated. The unexpended balance of the $2,439,606.64 will be con-
tinuously invested in order to meet this need.

Reference is made to column 4 (Table Xa) “Needed to Pay Annuity
of $1.00”., For a teacher retiring at age 50, it will require $17.84964 and
all of the interest which it will earn at the rate of 3% compounded an-
nually to pay each dollar of the annuity which she receives, Tor example,
if the annuity of a teacher retiring at age 50 is $500.00, it will require
$8,024.82 invested at 3% compound intervest, and during her lifelime she
will receive hoth the investment and the interest. It is not reascnable to
suppose that the member and the Stafe will have joint-aceumulated ac-
counts in the amount of $8,924.82 by the time the member reaches the
age of 50. )

All members retiring between the age of 50 and 59, inclusive, have
their retirement allowances calculated as though they were age 60. The
purpose of this is to give a slight advantage to the teacher who must re-
tire for disability, because she will on the average have a smaller number
of years of service credit.

Table Xa indicates the cost which may be expected. Any annuity
system is expensive, and its cost must be taken into consideration in mak-
ing contemplated increases in refirement allowances, In Table Xa the
model age ig 70, but it will be obgerved that we have three teachers who
have lived 18 years beyond the age of 70,

These tables are presented go that the membership of the Retirement
System may have some factual bases for suggestions for improvement of
the Retirement System, Many of the suggestions we receive indicate a
lack of understanding of the needs of the teachers and of the fundamental
principles of an annuity system. Some of these proposals will be dis-
cussed in the next section of this report.

24




Table Xa. Living Retired Teachers by One-Year Intervals
Attained Age at July 1, 1943

Needed to
Attained Number Aggregate Pay Cost for
Age Living Annuity Annuity of Life
$1.00 LExpectancy
50 2 $  53L80 " 1784964 $ 10,884.02
51 2 515,84 17,60283 14,778. 84
[i¥/] ki 2,164,659 17.16249 37,127.59
‘53 7 2,045.48 16.79884 34,361.69
B4 T 1,804.00 16. 44204 29,661.44
56 2 588.00 16,08243 9,455.47
56 7 2,095.88 15, 72020 32,947.65
67 4 1,100, 00 15, 35568 16,891,283
58 9 2,574,336 14, 98902 38,687.31
59 9 2,615.00 14.62080 38,238.39
60 16 5,025.24 14, 26307 71,615,058
61 13 " 6,349.56 13, 88028 88,133.67
62 18 5,846,382 13.60872 78,976, 30
63 : 24 6,967. 00 13. 13677 91,592.51
B4 22 7, 016. 76 12. 76477 89,654,568 .
65 21 7,046,368 12.39309 87,326.17
66 27 8,404,532 1202211 162,037.66
67 33 11,207.62 11,65224 120,598, 71
68 3% 10,817,650 11.28381 122,063, 74
69 28 19, G16. 04 10, 91726 109,847.71
0 ] 38,140, 36 10. 55206 849,728.8%
it ki 31,662,24 10,39131 321, 660.57
2 61 24,809, 36 9.83271 243,943.24
i 76 28,719,72 9, 47754 272,192.30
74 44 17,795,386 0.12620 162,404,01
® 43 15,818.32 8.77904 138,869, 66
% 30 11,487.48 8. 43646 96,913, 67
T 18 6,476.28 8.00883 52,442.19
8 21 8,010,185 7.76647 62,210.67
™ i3 5,000,00 7.43075 37,265, 71
80 ¢ 3,360.96 7.11886 23,926,564
81 4 1,435.72 6. 80441 9,769,223
82 7 2,430.00 8, 49642 15,786.30
83 4 1,424.76 8.15621 8,826.69
84 2 752,36 5.90105 4,430.71
85 3 973,96 5.0:416 B,467.97
86 1 300.90 5,33473 1,600.42
a1 1 630.00 5.06202 3,183.64
g8 3 812,64 4. T9888 3,899.76
7081 $289,818.32 $3,043,007.88

17ahle Xa shows number of living retiréd teachers as of Ausust 31, 1948,
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LEGISLATIVE

In the following paragraphs we discuss some of the suggestions we
have recently received. The discussion is objective, with opinions so
designated,

A Minimum of $500.00 for 30 Years of Sexvice

It hag been proposed that the minimum retirement allowance for
service be no less than $16.67 per service credift year up to 30 years and
$500.00. In view of the present inflation this is a reasonable proposal and
one which should be studied.

If this proposal had been the law during 1947-48, it would have cost
$101,7556.72 for the year. A total reserve of $3,826,307.01 would have been
required as of July 1, 1947, in order to meet the increased obligation, for
the 719 retired teachers concerned. 'This is an increase of $1,084,384.51, or
an average increage of approximately $1,500.00 per feacher.

Also the State’s coniribution of $300,000,00 per year for prior service
would have to be increased about 3334 %.

The greatest burden would be accumulated in the next few years;
with additional subsequent service credit many feachers would receive
more than $500.00 and, therefore, would not come in this category. At
this time 542 retired feachers are receiving from $300.00 to $500.00 per
year.

" The advantages recommend this proposal if the State iz willing to
finance if. )

Some might object that retired teachers and teachers retiring later
will get no increage if their retirement allowances equal or exceed $500.00,
The teacher receiving $300.00 under the present law would receive an
increase of 6625%, while the teacher receiving $500.00 or mpre would re-
ceive no increage.

By reason of the number of members who have done only inter-
mittent service or who have come into the profession late in life, any
minimum should be expressed in relation to 30 years of service,

With Referenee to Investmenis

Brokers and School Revenue Bond Buyers have for years been in-
terested in amending the Retivrement Law so that funds may be invested
in school revehue bonds; municipal revenue bonds and revenue bonds
issued by the state colleges and agencies. Under the present Constitution
school districts must resort to revenue bonds. In general, atforneys ap-
proving the issuance and legality of school revenue bonds opposed the
revision of the Constifution, notwithstanding the fact that under the
present Constitution there is no constitutional bases for such bonds.

The brokers prepared and had introduced legislation ealculated to
permit the Retirement System to invest in school revenue bonds. In
order to provide some control over the issuance and liquidation of these
obligationg, concurrent legislation was introduced giving such control to
the State Board of Education. Those who should have been interested
in the conirol legislation shied away from it, and, consequently, both bills
failed of passage,

Up to this time the Retirement System has invested in Government .
Bonds exclusively. There is need for diversification, Looking forward

26




twenty to twenty-five years we find that millions of our securities will be
called or fall due in 1967-72. Such a large sum of money to be invested
at one time would pose a dangerous situation. If Government Bonds go
below par, it will nof be advisable io sell; but to hold until due, and for
this reason present holdings cannot profitably be diversified during the
life of these investments. "

_ TFive state retirement gystems of the United States are Iimited to the
same extent as Kentucky., Eight states may invest in securities eligible
for life insurance companies; eight in securities eligible for savings banks;
fen states, not including the sixfeen mentioned above, may invest in
county bonds; and fifteen additional states may invest in school bonds.
Four states may invest in securities eligible for sinking funds of their
respective states.

On the whole, Kentucky is too limited and some provision for a
reasonable diversification should be made.

Noncertified Employees of Boards of Education

Unless the Federal Social Security program is expanded to include
employees of Boards of Education, other than certified professional per-
sonnel now in the Teachers’ Retirement System, we may expect increased
pressure for the Teachers’ Retirement System to include noncertified em-
ployees of school districts,

Legislation introduced at the last session of the General Assembly
wag intended to include buginess managers, bookkeepers, stenographers,
clerks, building engineers, janifors, firemen, cleaners, carpeniers,
mainienance men, bus drivers, mechanics, and lunchroom and cafeferia
workers, employed by boards of education and boards of regents or
trustees. .

There were in 1947-48 approximately 7,600 such worlers in public
education in Kentucky; about one for every three teachers.

Generally speaking, such an increase in memberghip would increage
the cost to the State by about 30% of the present cost of the Teachers’
Retirement System.

Aside from the cost, geveral problemg present themselves:

1.- Should all the 7,600 be required to hold membership, or should
certain classifications; as for example, bus drivers, cafeteria
workers, ete. be denied membership?

2. Should a period of fenure be reguired before fhe individual be-
comes eligible to membership?

3. Should contributions and interest from July 1, 1940, be required
before membership and prior service credit is established?

4, If these employees are later made eligible for Social Security,
what should then be done?

These problems should be thoroughly examined before bills are
prepared, The actuarial cost should be calculated and a proportionate
share of the cost for prior service and all of the current cost for the
biennium should be appropriated in the bill providing for the member-
ship of noncertified employees, We have estimated the annual cost at
$401,040.43 per year on the bases of an average of 10 years of prior
service; 23.3% refusing membership; and 4% of the remainder reaching
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retirement age; average salary $1,833.33; and average membership service
of 25 years, '

Whether it is better from the standpoint of service to the children of
Kentucky to improve and strengthen the Teachers’ Retirement System,
keeping it exclusively for teachers, or to expand it to include noncertified
employees is a matter which should receive careful study by teachers and
citizens of the State. It is not a matter on which the Secretary and Re-
tirement Board should be required o pass judgment.

It is evident that every desirable improvement in the Retirement
Law will cost the State in larger appropriations and, therefore, those
interested must choose the most urgent or most desirable changes since
all cannot be had.

On the foregoing the following alternatives are presented

1. Confine membership of noncertified employees to office workers

only.

. 2. Sponsor enabling legislation which would permit any govern-
mental unit including school districts to set up reserves for the
payment of annuities to their own local employees. This would
relieve the State of the financial burden of theiy retirement, -

3. Wait for the expansion of Social Security to cover all noncertified

employees,

4, Keep the Teachers’ Retirement System exclusively for teachers,

and increase its benefits to retired teachers,

Public Junior Colleges

During the last session of the General Assembly the Retirement Law
was amended to include the faculties of the public junior colleges organ-
ized under 165.160 to 165260, KRS. Membership and service credit was
provided for on the same bases as for teachers coming into membership
in 1940 and thereafter.

Thoge who optioned to do so paid contributions and mterest for each
year of service after July 1, 1940, to July 1, 1948, and received prior
service credit free of cost for service performed prior to-July I, 1940;
others came in as new teachers,

This amendment concerned about 21 feachers presently employed in
the Junior College at Paducah and in the Junior College at Ashland.

Compulsory Retivement at Age 75

The feachers’ tenure law makes it necessary to have a compulsory
retivement age. 'The present compulsory retirement age is 70; and the
average age for the 113 teachers who retired July 1, 1948, was on that date
66.1 years, This in itself indicates that age 75 is too high., If tenure pro-
tection were removed at age 65, there would probably be no need for a
compulsgory retirement age. Itis our opinion that the compulsory retire-
ment age should not be reduced below age 70.

Making the Salary as Defined the Best Five Successive
Years Instead of the Last Five Years

This would not change the retirement allowance of a significant
number of members. It would allay some fear that receding salaries will
reduce some retirement allowances.
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Such a change would require much more clerical work in making
tables, Under the present Law the last five years are readily available
for tabulation. If the five best consecutive annual salaries had to be
averaged, it would require much more looking, adding, and deciding. In
view of the facts that salaries have been on the increase since 1838; that
almost every member is on a salary schedule or receives a higher salary
- than the schedule provides; that in course of time emphasis will be upon
an annuity based upon the accumulated contributions of the individual
and State, there appears to be no great need for this change. However,
the extra cost will be found in administration rather than in increased
retirement allowances.

A sounder plan would be fo base the retivement allowance on the
average of all the annual salaries, rather than on the last five years; but
for convenience, and also to increase the retirement allowance, it is on
the last five years in prior service and in subsequent service,

Deferred Retirement After 20 Years of Servicé

Under the present Law deferrved retirement is afier 30 years, the
member paying contributions and accumulating service credit to 'age 60
at which time she is eligible to retire. If disabled, the member may retire
after age 50.

The proposed legislation for deferred retirement after 20 years of
service does not contemplate the repeal of the section providing for de-
ferred retirement after 30 years of service.

Under the proposed legislation the member would not have the
privilege of continuing to pay her retirement contribution, but would
merely leave her account in the Retirement System, in the Teachers’
Savings Fund., The account would be paid to her beneficiary in case of
her death before relirement.

There is a requirement that the member must have at least 10 years
of subsequent service credit.

Such legislation is being discussed throughout the United States. It
is considered good legislation by a majority of members and retirement
system officials.

In our opinion such a proposal if enacted into Law would mean that
all members with 20 or more years of service credii, at least 10 years of
which are for subsequent service, would eventually become annuitants.
The cost to the State must, of course, be considered. The whole estimated
cost would be very difficult to determine, but it is easy to calculate the
cogt Tor the most favorable case, that of a person coming into member-
ship July 1, 1940,

Such a feacher would have an accumulated account in 1960 of
$1,600.84; and on July 1, 1978, at time of retirement at age 60, $2,724.63.
The State’s mafching fund would increase this to $5,449.26. Her retire-
ment allowanece would be, at age 60, $533.16 and would require a reserve
of $7,598.00. The cost to the State or to the Retirement System is found
by subtracting $56,449.26 from $7,5698.00, which iz $2,148.74.

If the most favorable case cost the State $2,148.74 per individual tak-
ing deferred retirement under this proposal, some plan should be devised
to take carve of the extira cost. This may be done by increasing the con-
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tributions and/or deferring date on which annuity starts to an age later
than 60 years. It appears that age 65 would be satisfactory, excepting in
case of disability. .

Make the Maximum Retirement Allowance Available at Age 65
Instead of Age 70

We are nof sure what is meant by this proposal It has never been
proposed by the General Assembly; but by several members of the Re-
tirement System. It appears to us that it would be better to increase the
retirement allowance at every age and to leave it ag is, based upon a valid
table of life expectancy.

1t ig not just and usually it is 1nexped1ent to penalize or rob one class
of persons’ accounts for the benefit of others, and we cannot believe this
is desired by any member,

In discussing this proposal, we submit that from age 65 to age 70
the contributions of a member may, at $96.00 per year, aggregate $480.00;
and from age 65 to age 70 she would receive approximately $4,000.00 if
retired, making a total increase in her reserve of $4,480.00 by reason of

“her continued service fo age 70.

A teacher retiring at '10 instead of at 656 would, therefore, have a com-
paratively much greater reserve than if ghe retired at 65. This extrs
reserve is spread over her life expectancy. The honest thing to do i3 to
let her retain this advantage,

It is one thing to be depleating your reserve; it is quite another to be
building it up by regular contributions. For example, the teacher who
will receive $1,032.00 in five years from now, at age 70, would receive
$703.00 retiring now at age 65. The reason for the difference should he
cbvious.

Earlier Retirement For Disability

Members permanently disabled retive at ages 50 to 59, inclusive, and
with 20 or 'more years of service credit. The age requirement is eon-
sidered too high and probably should be reduced {o 40 years, No extra
contribution is made for the retirement allowances of members retiring
for disability, and the proportion at this time is approximately 10%.
However, it is eminently desirable to lower the age by reason of the prin-
ciples underlying the purposes of a teachers’ retirement system, and to
provide for the increased cost if experience proves it necessary.

One of the great problems of administration is found in the unfair
desire on the part of some who have family duties or other circum-
stances which would make it more pleasant or more ‘profitable to retire
early and continue comiparatively actlve and normal living ocutside the
profession.

The foregoing brief discussions deal with the major suggestions for
amendments at this time. We hope that those offering suggestions, first
read the Law and think through the proposal before submitting if.

The test of all proposed legislation is found in the answer to this
question: Does this proposed change in the Retirement Law ultimately
benefit the pupil children of Kentucky? If the answer is “No”, the
change should not be made; if the answer is “Veg”, further consideration,
including probable cost, may be given fo it.
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ACTUARIAL
Introduction

We all lock forward with a great deal of interest to the report of the
Actuary whose calculations and advice have guided the Retirement
System for eight years. His training, experience, and personal traits of
character make him a valuable adviser. At the present time he is
Executive Secrefary of two important retirement systems and Actuarial
Consultant to a number of teacher retirement systems in the Unifed
States.

The Actuary’s calculations of the Liabilities of the Retirement
System include that created by the retirement of 113 members as of
July 1, 1948, in the amount of $509,784.00, The gross liabilities acerued
and deferred for retired {eachers and present members who are expected
to retire amount to $46,682,907.09, of which $12,882,145.28 is already in the
Funds of the System and available for use. The balance in the Allowance
Regerve Fund was on July 1, 1948, $2,367,816.16, and the balance on
September 30, 1948, was $2,420,972.33.

Deferred assets representing the present worth of all present mem-
bers’ contributions in the amount of $11,402,563.88 is a minimum ameunt

" made up of 2%, 3%, and 4% contribufions. Ag the members in the age
20 bracket and age 30 bracket atiain greater ages, their percenfage con-
tributions will Increase to 4% under the present law., For this reagon the
$4,556,478.04 indicated deficiency in contributions is not considered a real
threat to the soundness of the System.

The report of the Actuary does not admit of a cursory reading. To
understand it, one should read the whole report ecarefully. For this
reason the entire report is included,

L. C. CORTRIGHT
Actuary
509 South Sixth Street
© Bpringfield, I1l

October 21, 1948
Members of the Board of Trustees, and
Mr. N. O. Kimbler, Secretary,
Teachers’ Retirement System
of the State of Kentucky,
Frankfort, Kentucky

Gentlemen:

Pursuant to engagement, I have the honor of presenting herewith a
Valuation Balance Sheet showing the financial condition of the Teachers’
Retirement System of the State of Kentucky, from a technical standpoint
as of July 1, 1948, together with a degeriptive narrative followed by com-
ments pertaining thereto.

The courteous and congiderate cooperation of Mr, N. O. Kimbler,
Secretary, and his able staff in supplying with prompiness the statistical
data required for the preparation of this Valuation Balance Sheet is here-
by acknowledged with appreciation.

Respectfully submitted,

1. ¢. CORTRIGHT
Actuary
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VALUAFION BALANCE SHEET
of the
TEACHERS' RETIREMENT SYSTEM OF THE STATE OF KENTUCKY
as of July 1, 1948

Basis of Valuation

The Valuation Balance Sheet, herewith displayed, was prepared as
of July 1, 1948, and shows the resulfs of the valuation of the assets and
liabilities of the Teachers’ Retirement System of the State of Kentucky
and indicates the financial condition, from a technical standpoint, as of
that date on the basis of assumed retirement at age 65. The valuation
was hased upon the benefit and coniribution provisions of the plan of
operation underlying the System in .accordance with the Kenfucky
Teachers' Retirement law as amended July 1, 1946, With the use of the
statistical data and the age, service and salary characteristics of the
membership of the System, made available by N. O. Kimbler, Secretary,
in the form required to reflect the changes in the law as amended July 1,
1946, supplemented by proper actuarial formulae involving hoth -
Monetary Tables and Service Tables, heretofore adopted for use by the
Board of Trustees, calculations were made in accordance with actuarial
requirements to establish the assets and liabilities of the System as of
July 1, 1948, and the Valuation Balance Sheet was prepared reflecting the
results of these calculations, A fechnigue is used in this process which is
similar, in many respects, to that followed by accountants in the prepara-
tion of a financial balance sheet, The Valuation Balance Sheet prepared
by the actuary, however, differs from a financial balance sheet in that
it is exhibited on a prospective basis. It reflects, in addition to the
financial operation of the System occurring previous fo the statement, the
effect of future operations on the financial condition of the System
in accordance with the actuary’s forecast and assumptions as {o the opera-
tion of several interactive elements, such asg, rates of death, rates of dis-
ability, rates of withdrawal from active service and rates of super-
annuation retirement.

Valuation Balance Sheet

The assets of the System were divided into two general categories,
Current Assets and Deferred Assets. The Current Assets, ie., assets in
hand, consisted of the balances in several fund accounts of the System
and are represented by cash, securities, receivables and other ifems. They
reflect the current asset position of the System as of July 1, 1948. The
Deferred Assets, i.e., prospective assets, reflect the effect of future opera-
tions on the f1nanc1al condition of the System. The Deferred Assets are
represented by several items, as follows;

(1} Present Value of Teachers’ contfributions mandatory by reason
of Subsequent Service, July 1, 1948, (A’), ie., the wvalue at
Balance Sheet date of future contributions to be made by the
teachers who will eventually gualify for retirement benefifs.

(2) Present Value of State confributions mandatory by reason of
Subsequent Service, July 1, 1948, (A"), ie, the value at the
Balance Sheel date of future matching coniributions to be made
by the State.
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(3)

(4)

(5)

Indicated deficiency from future Subsequent Service confribu-
tions (no covering provisions in Act), e, the amount at the
Balance Sheet date by which the present value of Teachers’
future contributions, matched by the State, falls short of the
present value of benefits mandatory by reason of Subsequent
Service as provided in the Act.

Actuarial Reserve Deficiency, consisting of the present value of
the accrued obligaiion mandatory by reason of Prior Service,
July 1, 1948, on account of both active members and members
eligible {o retire who eventually will qualify for retirement hene-
fits, i.e, the value at the Balance Sheet date of fufure contribu-
tions to be made hy the State on account of Prior Service of the
existing membership.

Current Assets Deficiency, the present wvalue of the accrued
Prior Service obligation due retired teachers, July 1, 1948, ie,
the value at the Balance Sheet date of the future contributions
yet to be made by the Stafe to liguidate the already existing
obligation to teachers currently receiving retirement benefifs,

The liabilities of the System are likewise divided into two general
categories, Current Liabilities and Deferred Idabilities. The liabilities
in these two categories, in the aggregate, represent all of the obligations
of the System. The Current Liabilities reflect the current liability posi-
tion of the System as of July 1, 1948. They consist of the balances in the
several fund accounts of the System together with minor outstanding
items, as follows:

{1

(2)

3

(4)

(8)

Expense Fund—its name indicates its character.

Teachers’ Savings Fund, i.e,, the accumulated contributions of
member teachers since coming into membership in the System,
subject either to refund in the event of withdrawal from service
or to use by the System to provide, in part, for the retirement
benefits for those teachers who will eventually qualify for them.
State Accumulation Fund, i.e., the accumulated matching contri-
butions of the State which are not subject to refund and will be
used by the System eventually fo provide for the balance of the
retirement benefits provided in the Act on account of Subseguent
Service that is not provided hy the feachers’ own accumulated
contributions, '

Allowance Reserve Fund, ie., the accumulated contributions of
retired teachers transferred from the Teachers’ Savings Fund at
time of retirement; the accumulated matching contributions of
the State for vetired feachers transferred from the State’s Ac-
cumulation Fund at time of retirement; the State’s prior service
confribution for retired teachers,

Guarantee Fund, ie., the fund into which are deposited all income
from investments and any other income or moneys the disposi-
tion of ‘which is not otherwise provided. This fund ig in the
nature of a contingent fund.

The Deferred Idabilities, i.e, prospeciive liabilities, are represented
by various items, ag follows:

(1

The Present Value of benefits mandatory by reason of the
Subsequent Service of active members, July 1, 1948, (B'), ie., the
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value at the Balance Sheet date of the Subsequent Service (mem-
hership service) of those of the active membership who will
eventually qualify for retirement benefit, in accordance with the
measure provided in the Act.

(2) Present Value of benefits mandatory by reason of Subsequent
Service, members eligible to retire, July 1, 1948, (B”), i.e,, the
value at the Balance Sheet date of the Subsequent Service {(ment-
bership service) of those of the existing membership who are
eligible fo retire but have not, as yet, retired.

(3) Present value of benefits mandatory by reason of Prior Service,
July 1, 1948, ie, the value at the Balance Sheet date of the
benefits provided by the act for those of the existing member-
ship- who will eventually qualify for retirement bhenefiis,
measured in terms of Prior Service,

(4) Present Value of henefits mandatory by reason of prior service-
retired teachers, July 1, 1948, (B"”), i.e., the value a{ Balance
Sheet date of the Prior Service ohligation for teachers who have
already retired, which has not been compietely liguidated by the
State's prior service contributions.

For the purposes of this Valuation Balance Sheet it was assumed
that the amount in hand in the Teachers’ Savings Fund and the State's
Accumulation Fund, together with the balance in the Guarantee Fund,
would be sufficient at this Balance Sheet date to offset the accrued
obligations on account of Past Membership service of the members.

From the standpoint of actuarial requirements, a sound financial
condition exists when the System has current assets equal to the dif-
ference between the toial liabilities for all pension ohligations and the
present value of future contributions, both by member teachers and the
State, on account of service fo be rendered by the members subsequent
to the date of the Valuation Balance Sheet and by the State alone on ac-
count of the obligations it has assumed for Prior Service. This difference
represents the computed actuarial reserve required to meet the liahilities
of the System for the various pension obligations assumed under the
governing law. In this respect the Valuation Balance Sheéei speaks for
itself, but will be treated further under “Comments on the Valuation
Balance Sheet”.

Commenis on the Valuation Balance Sheet

The foregoing Valuation Balance Sheet shows total liabilities of the
System as of July 1, 1948, for all purposes, amounting to $46,682,907.09.
To meet these liabilities the System has on hand, in its several fund ac-
counts, assets in the amount of $12,882,145,28. The difference arnounts to
$33,800,761.81, which represents the Deferred Asgets, i.e., the prospective
assets of the System, and consists of the value at the Balance Sheet dale
of prospective contributions to be made by both member teachers and the
State covering future service amounting to $27,361,551.80, and the value
at Balance Sheet date of prospective contributions to be made by the
State covering its deferred obligations for Prior Service amounting to
$6,439,210.01, Technically speaking, the Present Value of prospective con-
tributions due from the State to cover Prior Service constitutes the
Actuarial Reserve Deficiency of the System as of the Balance Sheet date,
July 1, 1948, which, however, is to be amortized by regular annual ap-
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propriation over a specified number of years in the future according to
the plan currently being underiaken,

There are only two items appearing among the Deferred Assets that
require special ‘mention in this discussion. They are the Indicated De-
ficiency from future Subsequent Service contributions (no covering pro-
vision in Act) amounting to $4,556,478.04, and the net Allowance Reserve
Funéd deficit July 1, 1948, amounting {o $549,111,81. The former, the in-
dicated deficiency from members' and State’s contributions, is significant,
at this time, only insofar as it points out a continuation of the same trend
that has made itself manifest in all previous valuations, Since the law,
as amended July 1, 1946, modifies io some extent both members’ and
State’s coniributions, this frend may be lessened in future valuations
although the lessening has not ag yet become marked, If, on the other
hand, the trend continues to manifest itself in future valuations, some
covering provision in this respect will have to be introduced into the law
by amendment, The present law, as amended, contains no such covering
provision. 'The latter, the net Allowance Reserve Fund deficit, July 1,
1948, is of minor consequence since the appropriation for the current fiscal
vear 1948-49, which in the aggregate, amounts to $1,475,975.00, contains
approximately $300,000.00 to be applied during the year on the obligations
of the State for Prior Service. Similarly, the appropriation for the fiscal
yvear 1949-50, which has already been made by the General Assembly, in
the Apggregate amount of $1,477,875.00, contains a like amount to be al-
located for the same purpose. Further improvement in the financial
soundness of the Retirement Sysfem is indicated when we take into con-
gsideration the appropriation already made that will be forthcoming to
the System during the ensuing biennium.

Conclusions

The Valuation Balance Sheet, herein digscussed, prepared as of July 1,
1948, reflects a very satisfactory financial cutlook, and shows a very sub-
stantial improvement in the financial gsoundness of the Retirement Sysiem
as compared with the last preceding Balance Sheet made as of December
31, 1946. The figures going into the makeup of this Valuation Balance
Sheet have, of course, increased substantially due to the changes that
have oceurred in the membership characteristics, statistical data and the
element of elapsed time since December 31, 1246, However, the financial
showing, from a technical standpeint, is very much more satisfactory,
which fact should be gratifying indeed fo those responsible for the ad-
ministration of the System, as well as to the members and beneficiaries
whose future interests are so dependent upon the financial stability of
the plan of operation underlying the Retirement System. The manifest
interest shown and the very real help extended to the Retirement System
by the Governor of the Commonwealth of Kentucky and the General As-
sembly with respect to the special appropriation {o supplement the Sfate's
accriaed Prior Service obligation due retired teachers was very outstand-
ing. It is a source of gratification to your actuary {o see that many of the
recommendations made in previous reports have been favorably acted
upon,

Respectfully submitied,
1. C. CORTRIGHT
Actuary
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L. C, CORTRIGHT, ACTUARY

. Kenlucky Teachers’ Relirement Law as Amended July 1, 1546

VALUATION BALANCE SHEET—JULY 1, 1948

{On basis of assumed retirement at age 65)

ASSETS
Current Assets, (technical position as of 7-1-48)

CasSh e $ 2,737, 606 21
Accounts Receivable ... 8.00
Bond Invesiments 10,075,000.00
Unamortized Premiums ... 69,517.41

13.66

Accrued Interest on Bonds Purchased ...
Furniture and Fixtures oo,

Less-—Items Outstandin
Encumbrances
Due Districts

$12,882,145.28

Net Current Assets,
" (technical position as of 7-1-48)

Deferred Assets: (Present Value on 3%
interest assumption, ete.)

Present Value Teachers’ Contributiong
mandatory by reason of Subsequent
Service, 7-1-48, (A")

Present Value State’s contributions
mandatory by reason of Subsequent
Service, 7-1-48 (A")

Indicafed deficiency from future Sub-
sequent Service contributions (no
covering provision in Act)

Deferred Assets mandatory by reason
of Subsequent Service ...

Actuarial Reserve Deficiency:
Deferred obligations of the Common-
wealth of Kentucky. Present Value
Accrued obligation mandatory by
reason of Prior Service, 7-1-48:
Active Members ..o, $ 4,608,727.66

Members eligible to retire .......... 1,281,370.54

Current Assel Deficiency:
Pregent Value of Acerued Prior Service
obligation due retired teachers, 7-1-48 § 2,916,927.9%7
Less: State’s Prior Service Contributions
(net available 7-1-48)

2,367,816.16

Net Allewance Reserve Fund Deficit,
7-1-48 - -

Deferred Assets mandatory by reason
of Prior Servite oo

TOTAL ASSETS ..

$12,882,145.28

$11,402,536.88

11,4902,536.88

4,556,4'78.04

$27,361,5651.80

$ 5,890,098.20

549,111.81

$ 6,439,210.01
$46,682,907.09




~ LIABILITIES
current Liabilities, {technical position as of 7-1-48)
Outstanding Ttems .o,
Expense Fund .o,
Teachers’ Savings Fund—
Accumulated confributions by reason
of Subseqguent Service, 7-1-48 ...
State Accumulation Fund—
Accumulated contributions (State) by
reason of Subsequent Service, 7-1-48
Allowance Reserve Fund:
Retired teachers’ S.3. contributions
with acecumulated interest, 7-1-48..._§ 45,814.00
State 8.5. contribution, Retired
Teachers' with accumulated interest,

T-1-48 ... e 80,308.62
State P.S. contr 1butlons, Retu ed
Teachers, 7-1-48 . ..-$2,439 606.64

Less: Allowance Reserve .-
Fund deficiency, 6-30-48 71,790,488 2,367,816.16

Guarantee Fund, 7-1-48 ..

Current Liabilities, (technical
position as of 7-1-48) .

Deferred Liahilities: (Present Value on 3%

interesl assumption, etc.)

- Present Value Benefits mandatory by
reason of Subsequent Service
active members, 7-1-48, (B") e

Present Value Benefits mandatory by

reason of 5.5., members eligible to
retire 7-1-48, (B™) e

Deferved Liabilities rhandatory by
reason of 8.8, (B plus B™) ..

Present Value Benefits mandatory by
reason of Prior Service, 7-1-48:
Active Members (B) .t
Members Eligible to retire (B")

Present Value Benefits mandatory by
reason of Pricr Service—Retired

TFeachers (B7) e eeeeeeanen $2,916,927.97
- Less: State's Prior Service Contributions
(net available 7-1-48) ...............  2,367,816.16

Deferred Liabilitieg manddtmy by
reason of Prior Service ..

TOTAL LIABILITIES .o
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$ 120.46
443,59

4,985,062,32

4,984,793 .40

2,493,938.78
417,826.73

$12,882,145.28

$97,202,648.37

158,903.43

$27,361,551.80

% 4,608,727.66
1,281,370.54

549,111.81

$ 6,439,210.01
$46,682,907.09




FINANCIAL

An annuity system has at least two important major characteristics,
(1) the creation of reserves prior to the period of greatest need, (2) the
aceumulation of interest on safe investments. Invested regularly at 2144 %
compound interest, the principal is doubled in 28 years. For example, in
1940-41 teachers deposited in their Savings Pund $476,136.77; some of this
has been withdrawn, but the remaining amount will have been increased
100% by 1968. This increase in reserved, due to interest, reduces the cost
of annuities both to the member and fo the State. 1f the reserves are
maintained at the proper level, approximately 50% of the total cost will
be borne by accumulated interest.

For this reason a full reserve retivement system kept actuarially
sound is much less expensive to the State. 1t is also a real security since
‘the funds for the payment of retirement allowance are actually ac-
cumulated during the active career of the member and are infact and
ready for use at time of retirement.

The fiscal management of the funds of your Retirement System is a
highly important responsibility and one that should be safeguarded from
political or selfish influence. Even though investments are made in U, 8.
Treasury securities, the best results follow careful study and attention.
Our investment policy includes, (1) the exclusive investment in U, 8.
Government Bonds, (2) a review of the market and its trends daily, (3)
the making of investments to hold, rather than to sell later, (4) to sell
when a profit can he made and also a reinvestment at a lower price and
greater yield, (5) investment at time accumulafed cash is available, (6)
holding a sufficient cash balance for immediate digsbursements, only.
Following these policies the Retirement System has earned in interost
and profits $852,066.60 since July 1, 1940, This consiitutes 8.5% of sl
invested assets at this time.

As conditions warrant, policies will be changed accordingly. The
present rate of interest earnings is 2.47%.

Schedule 2

INVESTMENTS HELD

Teachers’ Retirement System
June 30, 1948

Nama and Description Vi?&e iggltd
U. 8. Treasury Defense, Series G .ovovocvveeeeee 28 760,000.00 2.509%
U. 8. Treasury 2% %, 6/15/62-87 e 225,000.00 2.50%
U. 8. Treasury 2% %, 12/15/63-68 ...  1L,000,000.00 2.50%
U, 8. Treasury 2% %, 6/15/64-69 oo 850,000.00 2.50%
U. S, Treasury 2% %, 12/15/64-69 . . 300,000,00 250%
U. 8. Treasury 2% %, 3/15/65-70 ....... 700,000.00 2.50%
U. 8. Treasury 2% %, 3/15/66-71 ... 450,000.00 2.50%
U. 8. Treasury 2% %, 6/15/67--72 ... 1,150,000.00 2.50%
U, S. Treasury 2% %, 12/15/67-72 ... e 4,400,000.00 2.42%
U, 8. Treasury 2% %, Serieg A-1985 .. e, 250,000.00 2.50%
, $10,075,000.00
Average Net Vield oo cceenns 2.47%
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The Guarantee Fund receives interest earned by investments until
same in proper amount is fransferred to the frust funds of the System.
Table XI indicates that the System can safely operate as a 3% system.
During 1947-48 Guaraniee Fund receipts would have supported a 4.14%
system; consequently the Guarantee Fund shows a substantial balance.
This is one of the finest features of the Retirement System and, perhaps,
the least understood by the members,

In a good retirement system the employer contributes as much or
moré than the employee member., 'Table A, Distribution of Appropria-
tions, presents the amount of the annual appropriations and their use.
To June 30, 1948, $5,834,000.00 in appropriations had been made to the
Teachers’ Retirement System. This is approximately $300.00 for each
covered posifion in the State. This is not {oo much to ask the State to do
in the added interest of hetter service to the children of the State.

It is very small when compared with the total outlay for educational
services,

The appropriation for 1948-49 is $1,475,975.00, and for 1949-50,
$1,477,875.00. 'The special appropriation available July 1, 1948 was for
$2,439,606.64. When $2,439,606.64 is added to $512,447.38, the total appro-
priations for prior service are found fo be $2,952,054.02. 'The balance of
this obligation is $6,439,210.01, to be reduced by approximately $300,000.00
in 1948-49,

Table A—Distribution of Appropriations
July 1, 1940, to June 30, 1948

State Accumulation Fund
. Appro- Operating Reverted
Year ats To Match to General
priation xpense Meachars I«‘é:';-rlv:'{égr Tund
Savings
194041, .| & B50B,000.00 $ 23,609.88 § % 476,089,490 $ 0.00 $240.63
164142 . 500, 000.00 18,232,92 481,713.03 0.00 54,04
194243 .. £50,000.00 22,817.03 559, 672,98 68,007, 63 2.86
194344 ... §50,000.00 24,633,20 546,161, 42 79,205,38 0.00
194445 799, 000,00 25,908,638 646,559, 38 126,651.94 0.00
1946-46 823,000, 00 31,390,43 758,004, 24 133,605.33 2.00
184647 - . 956,000,00 36,035, 67 867,222, 82 62,737.51 0.00
184748 ... — 95686, 000, 00 36,409, 41 867,231.00 52,359.59 .00
$5,834,000.00 | $218,601.23 | $5,102,654.38 $518,447, 88 $207.08
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Table XX Relation of Receipts

of Guarantee Fund to Imnferest Payments to Trust Funds

Do 3 fhuahs| Guarantee % of Guarantee % of Total Net % of 3% Interest | Sarpius Re-
Receiving §9 | [ und. Earn- Trust Fund Trust Barnings of Trust Paid to TSF, Gaarlang";ﬁg.
Tear Interest from Inxlrggtsn?élnts Fund R:g_“;_%lr%ts Fund Guarantee Fund SAF and | pynd at Clas o
Gu;mtee Hela Balances Withavatrals Balances 1 Fund Ballances ARF of Year
!
194041 3 339,592.81 $ 5,091,968 1.81% § 2,229.71 875 5 T,.32L.67 1.88% % 10,463.59 3 3,1d1.62%
104142 1,5374,890.67 - 23,999.54 1.76% 21,736.62 1.58% 47,736.16 8.33% 39,874.47 2,719,977
194243 2,367,790.56 62,976.31 2.66% 41,739.55 1.76% 104,715.36 4.42% T2,894.94 34,029.65
194344 3,435,897.23 79,202.93 2.31% 50,18%.11 1.46% | 129, 386.04 3.1%% 101,071.17 62,355.56
1944~45 4,548,764.68 118,572.02 2.54% 53,149.57 L1% i 163,721.59 3.71% 133,666.16 97,410.99
184546 5,523,612.49 163,671.56 2.81% 109,877.27 1.88% 273,048.83 4,507 169, 241.51 201,218.31L
10647 7,169,133.27 180,529. 08 2.5%% 137,256.74 1.91% 317,785.82 4. 43¢, 206,191.87 312,812,268
194748 §,7T01,778.61 221,023.21 2.54% 13%,068.57 1.60% { 360,082.17 41497 252,610.79 286,003,385
Totals | $1,406,808,14 $986,614. 50
[

«
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List of Applicants Approyed for Retirement and Annuity
Effective First Quarter 1948-49
July 1, 1948

i s 5 3 Tt. os - = . S, 1441 ' :
District or Institution | Gert ge P. S . 8. gms. sSaE D S | Annuity Reserve
County
Anderson County - 20,245 68 29 5.7 $  447.51 960,90 § 24 $ 300.00 § 3,607.00
Ballard County 3,737 60 28 7 1,198.95 1,708.00 489,42 331,48 5,436.00
Barren County —.— 22,158 60 a0 3 504,00 901,17 113.75 300,00 4,275.00
Breathitt County — 23,340 59 27 5.1 380.80 70971 155.40 300.00 4,33%.00
Breckinridge County —— 1,184 60 28 [ 439,60 617.00 180.83 200.00 4,275.00
Butler County e 1,338 57 2.7 T 510.12 1,010.20 295.87 300.00 4,607.00
Caldwell County eeeee 2,222 70 15 ki 339.56 $20.85 267.43 220.00 2,322,400
Caldwell County - 12,837 8% 30 T 428.95 577,50 186.50 300,00 4,386.00
Clarter County 3,34 T0 30 4.8 560.40 767.22 188.12 300.00 3,166, 00
Casey County — 23,375 63 21.2 5 527,00 $82.70 130,92 262,00 - 3,442, 00
Christian County ———n 1,956 53 24.1 T 543.17 §11.25 257.43 300.00 5,040, 80
Christian County —— 22,991 67 14.4 5.6 422.20 716.55 168.77 200. K 2,330,400
Clay County 22,640 63 27.8 4 417.96 921,88 155.32 300, 00 3,941.00
Clark County 2,014 50 18 T 1,571.32 2,045.00 682,72 341.80 6,101, 00
Crittenden County — ] 2,342 70 30 7 1,800.00 1,800.00 638.65 729,00 7,693.00
Fayette County 2,510 70 23.6 7 938. 40 1,524.05 467.51 87,24 4,087, 00
Fayeite County 2,908 70 7.5 ki 945,86 1,517.85 462,59 325.44 3,434.00
Fayette County aw—me—— — 3,029 0 24 ki 1,307.00 1,488,00 496,54 469.92 4,959.00
Gallatin  County 3,530 70 30 T 964.00 1,639.80 478.46 461.36 4,862, 00
Garrard County¥ ——— 22,342 83 27 2 564, 40 §13.43 104.32 300. 00 3,941.00
Garrard County . 2,652 51 21 7 378.17 {7115 269.05 280.00 2,886.00
Graves County 3,891 50 17 7 679,41 1,064.60 325,16 240.00 4,284, 00
Greenup County 23,162 70 3.7 1 231,08 832,00 35.42 100. 00 1,035.00
Harlan County | 20,134 0 30 4.1 500,05 1,159.82 335,54 300. 00 3,166.00
Henderson County — .- 4,895 84 30 7 520,47 1,131.25 321.97 20000 2,829.00
Hopkins County 5,281 69 30 ki 497,56 351.40 254,45 300.00 3,275.00
Jackson County 23,626 69 26 6.8 442,30 834,71 223.75 300,00 3,275.00
Jackson County 22,934 0 i -3 210.00 440,25 117.32 190.00 1,055.00
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List of Applicants Approved for Retirement and Annuity—Continued

Eifective First Quarter 1948-49

July 1, 1948
istri ; % Tt. . 3. . 8. !
District or Institution 01301.: Age P. 8 8. 8. Ié a.ls. Eé;;’_ C&iﬁgﬁiﬂ o Annuity Reserve
County—Cont.

Jefferson County 5,429 69 30 7 1,252.90 1,999.00 616.45 566,24 6,182.00
Johnson County 5,902 0 30 6.7 521.50 769,78 234,23 300.00 3,166.00
Kenton County 15,511 70 30 [ 870,75 1,163.70 319.08 366.00 3,862.00
Knott County 23,540 65 15 k4 546,00 958,25 261.07 220.00 2,726.00
Knott County — 22,502 0 19 5 400.15 786.00 168.52 240,00 2,533.00
Lawrence County 19,771 £0 30 7 1,284.70 805.25 277,95 355.80 5,17L.00
Lawrence County 23,074 0 2 3 + 183.75 665,22 53.17 100,00 1,055.00
Lee County 6,782 64 25 ki 445.19 Ti2.40 . 233.19 300,00 3,829.00
Leslie County 6,967 60 20 2 350,00 350.00 60.32 300.00 4,275, 00
Leslie County 6,976 51 24.9 5 342.17 679.30 160.33 200,00 5,233.00
Letcher County __......,...__J 7,062 70 30 7 476.60 T73.50 242.61 306000 3,166.00
Lgtcher County 7,087 62 20 7 478,81 773.50 242.95 300.00 4,053, 00
Lewis County _— 21,453 68 15.4 5 455.20 785.30 157.26 204,00 2,453.00
Logan County 23,122 70 12.5 6 812.25 678.80 165.69 185. 00 1,952, 00
Logan County 22,164 70 30 4.8 397.45 732.45 148.69 300.00 3,166.00
Magoffin County 23,520 5 16 6 408,60 671,80 163.45 220.00 2,726.00
Martin County ____._! 8,243 60 13.7 6.8 462.00 751.80 230.02 205. 00 2,921.00
Mason County 8,378 o 30 7 66750 1,121.85 341.18 318.04 3,356.00
Monroe County | 20,688 63 24 & 462.00 784,00 190.66 500.00 3, 41,00
Montgomery County — 23,107 70 20 1 425.00 719.50 38,89 300.00 3,166.00
Morgan County 9,246 60 30 7 380.50 T 602,40 184.37 300.00 4,275.00
Ohio County 19,910 0 30 5.2 429.00 634.86 144,58 300.00 3,166.00
Owen County 9,841 63 25 5 750,96 1,012,20 255.00 300.00 3,941, 00
Perry County 10,039 ] a0 6.7 508,20 949,95 267.82 300.00 3,275.00
Pike County 10,346 61 24.3 5.7 734,18 1,160.99 296.73 300.00 4,164, 00
Powell County 23,606 6 30 5.8 760,00 £13.36 186.29 300,00 3,718.00
Pulaski County 23,457 £3 2 6 436.66 909. 05 213.68 300.00 3,941.00
Rockeastle County — . 11,116 67 26 6.5 l 561.94 981.14 280.28 300.00 3,496.00
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Russell County
Russell County
Russell County
Simpson County
Simpsen County
Spencer County
Todd County
Trigg County
Trigg County
Union County
Warren County
‘Washington County
‘Webster County
Whitley County
Independent

Augusta

Barbourville
Catlettsburg
Catlettshurg

Covington

Covington

Covington

Covington

Harrodsburg
Hopkinsville

Lancaster

Lexington

Lexington

Lexington

Lexington

Lexington

Louisville

Loulsyille

Louisville

Louisville

Louisville

Louisville

11,303
11,281
11,308
23,268
20,499
11,618
18,758
11,823
20,972
20,535
12,005
19,976
12,326
12,475

11,978
18,391
14,512
20,568
13,309
13,223
13,213
13,261
14,644
14,950
15,119
15,303
15,444
15,443
15,42
15,289
15,655
16,228
15,998
15,662
15,622
15,825
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502.17
547.65
481.03
646.59
567.00

1,890.00
355.60
342.00
699.59
696.58
533.40
387.00
292,00

$80.90
2,000.00
1,'780.00

729.00
1,700, 00
1,800, 00
1,808.00
2,000.00

752.40

862.20

798.96
1,452.00
1,397.00
1,640,00
1,495.00
1,254.00
2,000,00
1,980.00
1,500.00
1,790.00
1,925.00
1,840.00

208.15
1,872.50
852,25
1IH.TS
945.50
1,058.70
2,056.00
413,30
616.60
1,057.9%
995.90
90185
584,44
775,50

1,531.15
2,159.20
1,755.60
1,065.00
2,129,830
2,150.60
2,102.60
2,160.00
1,220.40
1,221.60
1,124.80
1,738.20
2,020.85
2,073.85
2,029,85
1,306.20
2,160.00
2,160.00
2,160.00
2,160.00
2,160.00

" 2,160.00

239.61
382.61
259.12

7.4
226.00
314.86
629.10

148.00
243.67
311.48
220,99
127.85
187.85

403,13
663,13
520.66
253.06
659.26
718,29
T12.7
749.19
379.3
286.69
319.27
582.67
66561
684.59
67123
437.59
750.54
747.98
50,47
728.69

T45.69

300.00
208.40
218.00
250.00
270.00
300.00
566.40
300, 60
200.00
274.00
300.00
100.00
260.00
2300.00

300.00
T03.96
T18.36
160.40
733.64
765.80
636.60
46.50
320.24
386.96
357.80
457.60
522.63
463.76
488.92
300.64
560,40
£20.80
587.80
495.32
807.32
T73.80

4,164.00
3,255.00
3,584.00
2,638.00
2,948.00
3,166.00
7,851.00
4,275.00
2,402,00
2,892.00
4,275.00
1,085,

2,919.00
2,829.00

4,184.00
8,724.00
7,581.00
1,693.00
7,742.00
8,145.00
6,718.00
4,715.00
2,496.00
4,084.00
3,776.00
5,251.00
6,872.00
4,854.00
5,878.00
3,726.00
6,520.00
8,662.00
6,208.00
5,227.00
8,520.00
8,219.00




List of Applicants Approved for Refirement and Annmty—-Contmued
Effective First Quarier 194849
July 1, 1948

District or IYnstitution 01\?';1.:' Age P 8. s, 8. gals SS'a. (1‘3 Cg‘;{ﬁ;ﬁgﬁfig n Annuity Reserve
|
coanty—Cont. : - . .
Louisville « .| 16,72 70 30 7 1,980.00 | . 2,160.00 750.51 820.80 8,662.00
Louisville .. | 153819 70 30 7 1,695.00 2,160.00 726,27 735,30 7,759.00
Louisville | 1597 70 30 7 2,000.00 2,160.00 750.48 826.80 £,725.00
Louisville me e 15,931 0 30 7 2,000.00 2,160.00 750,49 826.50 $,795.00
Louisville — .| 16,648 70 21.6 7 1,955,900 2,160.00 50,53 756,40 7.982.00
Lyneh — | 21,519 70 2% 5 936.00 1,831.60 391.54 280,72 4,018.00 _
Mayfield ... .| 17,282 65 20 6 783.17 1,084.85 218.71 200,00 2,718.00
o Newport .| 17,570 65 25 7 1, 754, 00 1,934.00 646.03 546.32 6,771.00
®  Newport ——o—— | 17,558 0 30 7 1,996.00 2,044.00 706,02 | 813.44 8,584.00
Owenton — e .| 17,884 60 30 7 919.52 1,114.00 297,02 200. 00 4,275.00
Paducah — | 18,008 70 306 7 1,062.00 1,547.10 £90.88 481,04 5,076.00
Paris 18,145 0 30 7 900, 00 1,820.00 412,98 408,60 4,312.00
Paris 18,144 67 20 T 855. 00 1,295.00 364.96 300.00 3,496.00
Paris 18,119 61 Eal 7| 1,350.00 1,702.00 561,69 251.40 4,873.00
Princeton —mm—e—| 18,303 70 E: -7 505, 42 1,278.75 406.80 405.92 4,284.00
Providence — | 18,322 70 30 7 707.47 1,050.00 334.15 325.64 3,436.00
Russell —e oo | 18,458 70 29.1 7 1,039.80 1,638.00 59150 474.56 5,008.00
Russell —mme—— | 18,482 0 22 7 945.00 1,323.00 491.46 246,80 2,560.00
Ky. School for Blind .| 18,946 0 28.6 7 1,140,00 1,428.00 474,81 476.00 5,023.00
Murray Stats College —. 19,230 lal 21 5 2,000.0¢ 2,000.00 521.39 £33.36 5,015.00
Dept. of Education 20,634 69 2.5 6 l 1,701.32 2,160.00 l 548.23 574.40 6,271.00
Totals _.m___%._J 113 2785.7 695.1 [i $104, 82040 | $126,281. 65 ! $42,226.73 $43,463.02 $509,784. 00
AVErages e 66.1 24.65 6.1 . 5 927G $ 1,206.03 ’ $  378.68 3 384.62 % 4,511.26




BALANCE SHEET
Teachers’ Retivement System
June 36, 1948

ASSETS
Current Assets: .
L OET:1 o F OO ROS oL $ 155,366.99
Due from Districts (Unde1 payments) 8,00
s 721 R,
Investments:
U, 8. Treasury 2% % Bonds .oeeerens $9,075,000.00
. 8. Treasury 21;&% Bonds,
Series A, 1865 ... - 250,000.00
U. 8. Savings Bonds, Series G oo 750,000.0¢
Total ............
Deferred Charges to Income: )
Unamortized Premium ...ooooee. $ 69,517.41
Accrued Interest on Bonds Purchased ... 13.66
B2 )
TOTAL ASSETS .....

LIABILITIES AND FUND BALANCES

Current Liabilities:
Encumbrances Quistanding ... — $ 113.25

Due to Distriets (Overpayments} 7.21
Total e
Fund Balances: )
Expense Fund ... . . $ 403.59
Teachers’ Savings Fund ..o 5,027,284,95%
State Accumulation Fund .. 4,884,383.45%
Allowance Reserve Fund:
Teachers’ Contributions ... 3,591.37
State Coniribution—Permanent .......... 38,085.99
State Contribution—Temporary
(DefiCil) oo et r e e —71,790.48*
Guarantee Fund e 417,826.73
Total i

TOTAL LIABILITIES AND
FUND BALANCES ..o

$ 155,374.99

10,075,000.00

69,531.07

$10,299,906.00

$ 120.48

10,299,785.60

$10,299,906.06

* Discrepaney and deficit caused by inadequate appropriation for 1947-48,
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RECEIPTS AND DISBURSEMENTS
Teachers' Retivement System
July 1, 194%, to June 30, 1948

Cash Balance July 1, 1947 .. . $ 156,144.85
Receipts: : '
Teachers’ SAVINES oo rsesnees $1,012,282.86
State Contribution—Permanent . 867,231.00
State Contribution--Temporary . . 52,259.59
State Contribution—Expenses ... 36,400.41
Interest Earned on Investments .......... 221,023.20
Total Receipts . “ 2,189,306.08
Total Cash Available ........cocoeeieeaeee. $2,345,450.91
Pishursements: '
Administrative EXpenses ....u.ceeeeee $ 36,654.76
Refunds to Teachers . 141 581,51
Retirement Allowanee Payments ......... 252,374,54
Investments Purchased ........ocoeeceecrvereens 1,759,473.11
Total Disbursements ..oooooocoeeeeeeeeren 2,190,083.92
Cash Balance June 30, 1948 ... ... . $ 155,366.99

Statement of receipts and disbursements show that more than
$4,250,000.00 worth of business was handled at a cost of only $36,409.41.
The Teachers’ Savings Fund ig by far the largest and most active savings
bank in the state. Interest at the rate of ¥ of 1% is credited to each ac-
count each month. Approximately 200,000 contributions were received
and entered to individual accounts. Refunds aggregating $141,581.51
were paid to 1,771 different payees. The whole office work is a mass of
great detail, and it is not practical to try to review it. The cost on re-
ceipts and disbursements is .83 of 1%.

It is often said that a government office is not as efficient and
economical as a private business office. We challenge that opinion.

COST OF ADMINISTRATION
Teachers’ Retirement System
Juiy 1, 1949, to June 30, 1948

Receipts of State Administrative Per Cent of

Year Accumulation Fund Expense Receipts
1940-41 . $476,089.4% $23,669.88 4.97%%
1941-42 481,713.03 18,232.93 . 3.79%
1842-43 ... .. 627,680.61 22,317.03 3.56%
1943-44 625,300.00 24,633.20 3.94%
1944-45 . . . 712,866.80 25,908.68 3.35%
1945-46 ... e eemeeeeeeeeneene 191,641,32 31,390.43 3.97%
1946-47 .. , 919,490,57 36,113.68 3.93%
194%7-48 . - .. 919,490.59 36,409.41 3.96%

* 4% limitation not applicable to first year of operation of system.
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At the time of the writing of this Report the number of {eachers on
the annuity roifl would be sufficient to man the public schools of the fol-
lowing 15 county districts: Anderson, Bath, Boyd, Bullitt, Carroll, Edmon-
son, Fulton, Gallatin, Harrison, Jessamine, LaRue, Livingston, Mercer,
Owen, and Powell. More than a quarter of a million doliars was paid fo
retired teachers during 1947-48, and by December 31, 1948, the first
million doliars will have been disbursed to retired teachers.

At the close of the year 1947-48, 43 members retired from independent
districts, and 70 from county districts. Respectively their basic data are
as follows: Prior service salaries $1,446.96 and $608.59; Subseqguent service
salaries $1,773.23 and $960.70; total service credit 32,9 years and 29.7
years; age 68.3 years and 64.8 years; and retirement allowances $528.81
and $296.06.

Their aggregate contributions plus interest was $42,226.73, but it will
require $509,784.00 fo pay their retirement allowances for the life ex-
pectancy. This class of 113 retiring teachers have contributed 8.33%
toward their retirement benefits and the State 91.67%.

It will be observed that low retirement allowances follow low
salaries, and comparatively low tenure. If those with 30 years or more of
service credit are considered, the average retirement allowance is $427.66;
the minimum $300.00 and the maximum $826.80. The average reserve
requirement for the class of 113 is $5,844.00; the lowest $1,055.00, and the
highest $8,725.00. 1t is a widely accepted principle that the reserve for
the retiring teacher be completely built up during her active professional
career, so that her retivement allowance will not depend upon appropria-
tions fo be made after her retirement.

Funds

As the name indicates, the Teachers’ Retirement System is a system
of funds, to be handled in a systematic way for the protection of the
equity and vested interest of each individual. If all assets were in one
fund, it would not be possible to determine actuarial unsoundness or pos-
sible to profect the personal interest of each member.

The Teacher’s Savings Fund receives and retains, on a savings
account basis, the monthly contributions of memhers. This savings fund
teature is highly desirable, and in our opinion it should never be changed
or the interest rate diminished as long as the System is a 3% system.

The State Accumulation Fund receives the matching contribution of
the State. It, too, receives 3% compound interest from the System and
constitutes a 3% reserve fund. 'The taxpayer saves significantly by
this arrangement. The principal is increased 100% by interest each 24
years. The power of compound interest, which was familiar to our fore-
fathers, is practically unknown to our people today. These two trust
funds operate for the long-term future.

To illustrate, suppose a young teacher 22 years old makes a contribu-
tion of $40,60 during the year. The State matches it, making $80.00 set
aside for her retirement. In 24 years this is increased by inferest credited
by the System to $160,00, The teacher is now 46; and her $40.00 contri-
bution is $160.00. If she continues in the profession to compulsory retire-
ment age, the $160.00 will be $320.00, Therefore, at age 70 her first con-
tribution of $40.00 is $320.00, and all of the $320.00 is available to provide
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for her. The $320.00, coniribution for her first year of service, will pro-
vide an annuity of $30,32 for life. This ig true, in proportion {o the elapse
of time, for every coniribution she will have made, :

At time of retirement the teachers’ accumulated aecount and the '
matching amount are transferred to the Allowance Reserve Fund, The
Law provides that, if necessary, a larger amount than a “matching”
amount may be transferred from the State Accumulation Fund, but so
far this has not been done. Upon this transfer the teacher’s rights be-
comes what is called “vested”. It is fixed and determined and the couris
have always held that this right cannot be diminished or destroyed. The
balance in the Allowance Reserve Fund receives 3% interest, but interest
to the teacher, her beneficiary or estate ceases upon retirement; however
individual accounts are maintained for retired ifeachers.

There are three items in the individual retired teacher’s account;
her accumulated account, the State’s matching amount, and the additional
amount necessary to pay her aliowance for her life expectancy.

If death occurs before she has received as retirement allowance her
own accumulated account, the remainder is paid to her beneficiary. At
this time the teacher’s accumulated aécount will pay her retirement al-
lowance for somewhat less than one year. With longer membership
service the one year will increase to approximately four years.

Reference is respectfully made o the Balance Sheet of the System.
In this Report it is essential that the reader take careful note as to
whether the statistical, actuarial, or finanecial statement is for June 30,
1948; July 1, 1948, or a later date. In order to make the Report more
useful, conditions as of varying dates are reported rather than a static .
condition on June 30, 1948.

Under present policies and under present management of the Board
of Trustees, the assets of the System have in eight years increased from
zero to approximately $13,000,000.00, The Retirement Law has been
greatly improved, and there is expected further improvement. The least
the membership can safely do is to read the Reports and other literature
and give intelligent support to policies and management which guarantee
safety and continued progress.

Respectfully submitted,

N. 0. KIMBLER, Executive Secretary
Teachers’ Retirement System
of the State of Kentucky.
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Schedule 5 ]
TEACHERS' SAVINGS AND STATE CONTRIBUTIONS

Teachers’ Retirement System
July 1, 1940, o June 30, 1948

Teachers' _ STATE CONTRIBUTION
Year rsz%;ﬁg Reinstatements ™ o peequent Prior Expense Total - Total
Service Service Fund From State

194041 $ 476,136.77 § 0.00 $ 476,089.49 $ 0.00 $ 23,669.88 3 469,759.37 §  975,896.14

194142 481,650.66 41.55 481, 713.03 0.90 18,232.93 499,945, 96 981,678.17

194243 559,783.87 141.00 55¢,672,98 63,007.63 22,817.03 649,597, 64 1,209,922.51

194544 46, T87.56 530,70 546,161, 42 79,138.58 24,633.20 640,033.20 1,167,251.46

194445 646,738.12 1,532,382 £46,550.38 126,307.42 25,908.68 T98,775.48 1,447,045, 93

1945-46. 657, %57.16 - 1,710.26 658,004, 24 133,637.08 31,590.43 823,031.75 1,482,69%.17

194647 867,521,773 2,868.82 867,222.82 52,267.75 25,637,007 955,127, 64 1,825,518.19

IMT 4 i 1,010,250.24 2,027,384 86%,231.00 52,350,859 36,400.41 956, 000. 00 1,968,277.68
35,246, 866,12 $8,851.99 $5,102,654.36 $511,‘718.05 $213,198.863 $5,832,571. 04 $11,088,289,15




Schedule 6
REFUNDS
Teachers’ Refirement System
July 1, 1940, to June 30, 1948

Dat WITHDRAWAL DEATH SPmCIAL TOTAL:
ate
No. | Amount | No. l Amount | No. | Amount No. | Amount -

441 1] % 2,036.961 12| $ 23554 — | — 163 | § 2,272.50
04142 1 788 20,231.70 % 1,878.65 2 29,32 78 0%,139.57
w42 | %00 87,568.07 58 4,704,118 4 w77 962 42,303.02
IM344 ] 872 46,706.43 40 4,604,658 8 127.39 920 b51,438.40
M ] 94 48,760,45 52 ,567.58 8 168,21 974 55,496, 30
104646 | 1,647 | 103,847.17 62 8,654, 01 5 50.64 | 1,714 | 112,651.82
194647 | 2,170 [ 135,377.90 i 6,208.25 17 195.16 | 2,224 | 141,771,31
194748 | 1,764 1 128,B37.47 63 12,657.50 16 586.54 1 1,883 | 141,581,561

Totals .__._.] 9,156 $523,0<ﬁ.15 352’ $45.600.19‘ G0 $993.09 1 9,568 | $569,654,48

Schedule ¥ (A)
RETIREMENT ALLOWANCES PAID
Retired for Retired for Tofal Allow-

Year Superannuation Disability ances Pald
1942-43 el % 63,073.45 $ 1,451,56 $ 63,865.92
1943-44 e 82,327.44 2,260.49 82,949 47
194445 i 101,452.30 2,862.12 104,314.42
1945-46 129,761.78 3,703.69 133,465.47
T046-4T oo 200,903.68 13,430,52 214,334.20
1947-48 oo, 234,185.94 17,893.88 252,079.82
Totals e $£811,704.59 $41,602.26 $851,009.30 -

Schedule 7 (B)

FUNDS FROM WHICH RETIREMENT ALLOWANCES
HAVE BEEN PAID

Fuly 1, 1942, to June 30, 1948

Paid From Pald From a
Year Teachers' State Allowances

Contributions Contributions Paid

1942443 e $ 15,791.10 $ 48,074.82 $ 63,865.92

9,363.05 73,686.42 82,949,47

14,120.62 90,193.80 104,314,42

24,296,95 109,168.52 133,465.47

39,159.38 175,174.82 214,334,20

37,801.27 214,188.55 252,079.82

Totals evseecceesnceerrirsenanas $140,622.37 $710,386.93 $851,009.30
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TEACHERS RETIREMENT SYSTEM
OF THE STATE OF KENTUCKY
Capitol Building
FRANKFORT

October 26, 1948

RE: AUDITOR'S REPORT

We are advised that due fo the small staff in the State Auditor’s
Office and the great volume of auditing throughout the state, it will not
be possible for the State Auditor to audit the Funds of the Teachers’ Re-
tirement System early enough for audit to be contained in this report.

Audit will be made later in the fiscal year and report made to the
Governor of the Commonwealth and filed as a public record,

The Funds of the Retirement System Bave keen audifed each fiseal
year and the audit contained in the Annual Report.

N. 0. KIMBLER, Secretary

61



