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Big News: Full Funding

$1.09 billion



2018-20 Additional Funding Summary 

TRS Requested
$1.09 B

Approved
$1.09 B100%

State paid nearly all contributions recommended by the actuary for fiscal years 2017 & 2018.



Give Yourselves a Round of

Full Funding



Thanks to elected officials

Full Funding



• Statistics
• Board of Trustees
• Investing
• Possible Plan Changes
• Assumptions
• Outreach



Statistics



TRS Established by General Assembly 
in 1938, Funded in 1940

Defined benefit pension plan 
provides retirement benefits for 
employees of school districts 
and other public educational 
agencies.

173 school 
districts

17 Department of 
Education agencies

KCTCS Five regional 
universities



TRS Benefits Protect At-Risk Population

Member Recipients

Females 72%

Males 28%



Longevity for TRS Retirees
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• TRS pays:
• $174 million in retirement annuity benefits (July 2018)
• $18 million in medical benefits (monthly average)

• 91% of TRS pension benefits stay in Kentucky
• Retired teachers would make TRS at least the 

second-largest employer in many counties
• $1.9 billion a year paid into Kentucky’s 

economy because of pension benefits

Retired teachers 
have significant 
economic impact

in every
Kentucky county



Retired Teachers Impact Across Kentucky

$296 million 
8,500 Recipients
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$353 million 
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Pension benefits for FY 2018 by congressional district (estimated) 

89% of TRS retirees live in Kentucky



Retired Teachers Impact Across Kentucky

First
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by KRTA district

FY 2018



Benefit Range

TEACHERS’ RETIREMENT SYSTEM
KENTUCKY

Annualized Gross Benefits of Service Retirees
As of June 30, 2018

Numbers of 
Retirees   

Average 
Service Credit



• 54% of retirees received $40,000 or less in Fiscal Year ’18
• 89% of retired teachers receive $60,000 or less
• Less than 1% of retirees (0.9%) receive more than $100,000
• Careers of retirees receiving $20,000 to $40,000 averaged 26 years
• People receiving higher pensions also worked longer

Remember: TRS replaces Social Security

Note: Excludes disability retirement payments

What the chart shows



 Only 8% retire before age 50
 More than 4 times as many people retire at 65 & over than under age 50
 Average career teacher retiring in FY 2018 worked more than 29 years
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Retirements and Visitors
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Record Assets

Assets of
about $21 

billion
In pension, health 
insurance & life 
insurance trusts
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Dollars in millions (FY 2018 – preliminary/unaudited)



Assets  

$ 18,514.6 
$ 18,707.7

Assets

$      985.7
$      958.4

Actuarial Status

Unfunded

$ 14,305.3
$ 28,259.1

Unfunded

$   2,706.0
$   3,565.7

PENSION

Liabilities

$ 32,819.9
$ 46,966.8

Liabilities

$   3,691.7
$   4,524.1

Percent

56.4%
39.8%

Percent

26.7%
21.2%

MEDICAL

Dollars in millions

GASB 67

As of June 30, 2017

GASB 74



Board of Trustees



BOARD OF TRUSTEES
Fiduciaries of TRS

RON 
SANDERS

Chair, Hodgenville

JOSH 
UNDERWOOD

Tollesboro

LAURA 
SCHNEIDER

Walton

ALLISON 
BALL

State Treasurer

WAYNE 
LEWIS, Ph.D.

Education 
Commissioner

BRENDA 
MCGOWN

Bowling Green

JOHN 
BOARDMAN

Lexington

FRANK
COLLECCHIA

Louisville

HOLLIS 
GRITTON

Union

ALISON 
WRIGHT

Vice Chair, Georgetown

LYNN
PATTERSON, Ed.D.

Murray



All contributing full-time, part-time and substitute members 
or those retired from TRS have the privilege to vote. 

Trustee Elections Each May



TRS Expenses vs. Other Systems 
As of June 30, 2017 Percentage of Liabilities 

TRS Kentucky 0.0324%

Kansas Public Employees 0.0428%

Louisiana Teachers 0.0483%

New Mexico Public Employees 0.0569%

Ohio Teachers Retirement System 0.0688%

Kentucky Retirement Systems 0.0758%

Georgia Employees 0.0866%

Indiana Public Employees 0.1281%



Transparent Low Fees & Investment Costs
Fees & investment costs documented annually in the TRS annual report

FY 2017
Total $58 M

31/100 of 1%
of Assets



Investing



INVESTMENT PERFORMANCE
TRS PENSION RETURNS

AS OF JUNE 30, 2018

Quarter 1-year 3-year 5-year 10-year 20-year
Gross 1.39% 10.81% 8.16% 9.44% 8.02% 6.27%

Benchmarks 1.33% 9.30% 8.15% 8.98% 7.48% N/A
Rankings Top 26% Top 2% Top 8% Top 8% Top 2% N/A

Net 1.25% 10.51% 7.86% 9.22 % 7.80% 6.14%

30-year compounded gross return

8.39%



TRS Approach

 TRS never has used placement agents.

 TRS has not used hedge funds.

 TRS has fiduciary duty in procurement.

 All fees disclosed in annual report and quarterly on website.



Private Equity
 An adviser/manager pools investors’ contributions and uses that 

money to make investments on behalf of the fund.
 Often focuses on long-term investment opportunities in assets that 

take time to sell with an investment time horizon typically of 10 or 
more years. The individual investments, for competitive reasons, 
are confidential.

 Regulated by the Securities and Exchange Commission
 All private equity fees paid by TRS are disclosed in annual report 

and quarterly on website.



Private Equity

Recent TRS private equity returns
2012 9.7%
2013 8.7%
2014 18.6%
2015 11.7%
2016 5.0%
2017 11.7%
2018 20.7%



Possible Plan 
Changes



Possible Plan Changes
• Senate Bill 151 signed into law

• Circuit court declared SB 151 
unconstitutional; appeal filed with Kentucky 
Supreme Court

• Possible outcomes:
• SB 151 could be reinstated,
• a new pension bill could be passed sometime in 

the future or,
• possibly, continue the increased funding either 

with smaller or no changes



Assumptions



Basic Actuarial Assumptions

Assumed investment rate of return ……... 7.5%
Projected wage (teacher salaries) increase. 3.5%



Basic Actuarial Assumptions
 Assumptions are long-term estimates so short-

term fluctuations are expected.
 Most powerful assumption is investment return 

assumption
 Ongoing analysis of assumptions includes:
 Peer system comparison
 Long-term historical information
 Modeling using market assumptions
 Recent experience



2016 Study

 Assumed Rate of Return Stayed at 7.5%
 Changes from Experience Study

 Price Inflation lowered from 3.5% to 3%
Wage Inflation (teacher’s salaries) lowered from 4% to 3.5%
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Historical Market Returns
1926-2017

S&P
500 Index

60% S&P/
40% Corporate Bonds

Average 11.2% 9.1%
Median 10.9% 8.9%
Minimum 8.5% 6.6%
Maximum 13.7% 12.1%
Sources: Dimensional Fund Advisors (using Standard & Poor’s Index Services Group & Morningstar 
Ibbotson SBBI Yearbook)

Current TRS Return Assumption: 7.5%

What this is: The annualized return for every 30-year period beginning with 
1926 to 1955 and continuing through 1988 to 2017 (63 30-year periods).



For All 30-year 
Periods Rate

Average 3.8%
Median 3.6%
Minimum 1.4%
Maximum 5.4%
Source: U.S. Consumer Price Index

Current TRS Price Inflation Assumption: 3%

Historical Price Inflation
1926-2017



Modeling Using Market Assumptions

Current TRS Return Assumption: 7.5%



Recent Experience
TRS Member Average Wage (Salaries) Increase

10-year 1.84%
20-year 3.15%
30-year 4.04%

 Assumption, which is based on a 30-year projection, remains on target
 10-year average includes Great Recession and implementation of 

Shared Responsibility that required districts to contribute to retiree 
health care

 Charter school teachers to be in TRS

Current TRS Wage Increase Assumption: 3.5%



Outreach



Active Members
Retired Members

Download TRS Pathway app

Desktop & Mobile
app access for

Pathway 
self-service portal https://mss.trs.ky.gov/



TRS Keeping In Touch

Online

Special mailings 
and newsletters

Information 
Center

info@trs.ky.gov

800-618-1687



TRS News & Information

https://trs.ky.gov https://mss.trs.ky.gov/
TRS

facebook.com/KyTeachersRS @KyTeachersRS



Our Members 
Come First!

800-618-1687

502-848-8500
https://trs.ky.gov

Teachers’ Retirement System
of the State of Kentucky

Protecting & Preserving Teachers’ Retirement Benefits
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