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Progress is made. 
Funding approved. 
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How we got here … 
Where we are … 

 

Overview  
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How we got here 

2009 

2010 

2011 
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2015 
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Membership 
of Over 

141,000 

KTRS Distributes Over $155 Million 
Monthly in Retirement Benefits 

1 in 4 Teachers 
are Eligible to 

Retire ... 
Almost 15,000 

Teachers! 

Over 49,500 
Receive a  

Benefit from 
KTRS 

KTRS has over  
$ 17.4 Billion in 

Assets 

KTRS Quick Facts … 
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Kentucky Teachers’ Retirement System 

Established in 1938, KTRS provides 
“Retirement Security” for 

Kentucky’s educators. 
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INVESTMENT PERFORMANCE 

 

KTRS RETURNS 
AS OF DECEMBER 31, 2015 

Over the last 30 years, the  
compounded return has 

been 8.73%  

Quarter 1-Year 3-Year 5-Year 10-Year 
Returns 3.5% 0.5% 9.1% 8.3% 6.3% 
Ranking Top 9% Top 1/3 Top 11% Top 7% Top 18% 

KTRS Ranking Compared to Public Pension Plans in the Nation 
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S&P 500  
Returns for Last 53 Years 

March 13, 2014 

Fixed employer contribution of 
13.105% was sufficient for years. 

However, with the flat 13-year 
market (2000-June 2013) and the 
2008 Great Recession, additional 
funding has been needed since the 

2006-2008 biennium. 

Meeting the ARC 

1969-1983 

2000-2013 
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Additional Funding Needed 

     

FY Requested  
($ in millions) 

Received 

2006-07 $3.17 $3.17 
2007-08 $38.97 $38.97 
2008-09 $60.5  $0 
2009-10 $82.33 $0 
2010-11 $121.46 $0 
2011-12 $208.65 $0 
2012-13 $260.98 $0 
2013-14 $299.42 $0 
2014-15 $386.4 $0 
2015-16 $487.4 $0 
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Cash Flow with Current Funding Status 
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Actual teachers’ pension 
investments sold  

Projected teachers’ pension 
investments projected to be sold  

  

  

 

 

 

 

 

 

 

 

 

 

 

 

      
FY 2006-07 was last 

time contributions and 
investment earnings 

met cost of  
pension benefits 

 

In millions 
of dollars 

2/2016 
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Consequences of Underfunding 

• KTRS has been experiencing a negative cash flow 
since 2008. 

• KTRS was on course to sell about $3.4 billion in assets 
in FY 2016-2019. 

• KTRS investment strategy has become increasingly 
constrained by liquidity needs. Investment constraints 
mean will lower future investment returns. 



Under Age 80 

NUMBER PERCENT 

  Females             29,320  70% 

  Males             12,636  30% 

     Total             41,956  100% 

Age 80 & Above 

NUMBER PERCENT 

  Females             4,736  73% 

  Males             1,771  27% 

     Total             6,507  100% 

85% of retirees age 80 and  
above are single. 
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The Importance of Funding 



Recap of Actuarial Status of the System  
as of June 30, 2015 

Assets 
 

17,219.5 
 
 
 
 

Assets 
 

637.8 
 
 
 

  

Unfunded 
 

13,930.4 
 
 
 
 

Unfunded 
 

2,887.7 
 
 

RETIREMENT 
Benefit Fund 

 
 

 
 
 
 

Liabilities 
 

31,149.9 
 
 
 
 

Liabilities 
 

3,525.5 
 
 

Percent 
 

55.3% 
 
 
 
 

Percent 
 

18.1% 
 
 

Pre-funded  

Pre-funded* 

MEDICAL 
Benefit Fund 

* Transitioning to Pre-funded as of July 1, 2010  

In Millions of Dollars 
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GASB 67 Valuation 24,427.6 42.5% 18,049.1 42,476.7 
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KTRS Funding  
Work Group 

Governor appointed members representing a 
wide spectrum of the education community, 
including: 
 

 Leaders of Constituent Groups 
 State Officials 
 Kentucky Chamber of  

Commerce 
 Professional Consultants 
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New 
consultant 
Chairman David 
Karem introduced 
William B. “Flick” 
Fornia Pension 
Trustee Advisors 
as a consultant 
who has worked 
on both sides of 
state pension 
problems across 
the United States. 

    “Moreover, he didn’t see the plans returns or 
administrative costs as the problem, but the 
obvious— the plan is about $500 million below the 
ARC. 
    At first blush, Fornia said the KTRS financial 
requests & assumptions don’t look overstated & if the 
state shifted to a hybrid pension system for new 
hires that included Social Security it wouldn’t 
provide any solutions toward solvency.” 
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Governor Bevin taking oath of office. 

Governor 
Bevin 
changed 
tone 
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Legislative 
Update 
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Additional Funding Summary  
KTRS Requests 

$1.03 B 
Approved 

$973 M 

FY 16-17 
___________ 

 
$520 M 

FY 17-18 
___________ 

 
$512 M 

FY 16-17 
___________ 

 
$498 M 

FY 17-18 
___________ 

 
$475 M 

94% 
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Permanent Fund could mean more 

$125 M 
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Cash Flow with Current Funding Status 
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Actual teachers’ pension 
investments sold  

Projected teachers’ pension 
investments projected to be sold  

  

  

 

 

 

 

 

 

 

 

 

 

 

 

      
FY 2006-07 was last 

time contributions and 
investment earnings 

met cost of  
pension benefits 

 

In millions 
of dollars 

2/2016 
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Actual teachers’ pension 
investments sold  

Projected teachers’ pension 
investments projected to be sold  

  

  

 

 

 

 

 

 

 

 

 

 

 

 

      FY 2006-07 was 
last time 

contributions and 
investment 

earnings met cost 
of pension benefits 

 

In millions 
of dollars 

4.2016 

Cash Flow with Current Funding Status 
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Where did the 
money come from? 

 
 

Under 65 state employees’  
insurance trust …  

not the KTRS MEHP 

Is it one-time? 
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Other Legislation 
• Loss of insurance subsidy 
• New reporting 
• More review 
• SB2  
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What’s Ahead … 

Loss of  
Insurance 

Subsidy 
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What’s Ahead 

House Bill 271 

 AN ACT relating to the Public Pension  
Oversight Board 
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House Bill 271 
 AN ACT relating to the Public  

Pension Oversight Board 

Requires reporting of individual 
recipients’ account information to the 
Public Pension Oversight Board with 
identities of the recipients concealed. 
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House Bill 238 

What’s Ahead ... More review 

AN ACT relating to public pension 
plan reporting 
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House Bill 238 
AN ACT relating to public pension plan 

reporting 

What’s Ahead ... More review 

Requires PPOB to perform audit 
of the work of the System’s 

actuary every five years.  
_____________________ 

 

Puts the permanent pension 
fund into statute. 



 

What’s Ahead … 

 

Communication 

Analysis 

Performance 

Observation 

Performance 
Analysis 

Communication Communication 

Details to come 
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What’s Ahead … 

Senate Bill 2 

AN ACT relating to retirement. 



35 

Senate Bill 2 
AN ACT relating to retirement. 

• No placement agents. KTRS has never 
used placement agents. 
 

• Restrict the use of hedge funds. KTRS 
does not use hedge funds. 
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KTRS Reporting 
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Transparent Low Fees & Investment Costs 
Fees & investment costs documented annually 

 in the KTRS annual report 
 
  
 

 
 

 
  
 

 

 
Total $44,892,486 

25/100 of 1% 
of Assets 

 



 KENTUCKY TEACHERS’ RETIREMENT SYSTEM  

 ADMINISTRATIVE EXPENSES ANALYSIS  

KTRS Expenses Compared to Similar Size Systems  
 

As of 6/30/2014  Assets End of Year  Actual  Expenses  Percent of 
Assets 

 Kentucky Teachers        18,720,359,574      9,078,009  0.0485% 

 Kansas Public Employees         16,575,660,909    10,085,572  0.0608% 

 New Mexico Public Employees         15,104,097,545    10,416,788  0.0690% 

 Georgia Employees         17,266,692,000    14,476,000  0.0838% 

 Louisiana Teachers         17,900,035,458    15,026,969  0.0839% 

 Ohio Teachers Retirement System         75,420,054,000    63,485,000  0.0842% 

 Indiana Public Employees         24,695,285,000    28,959,000  0.1173% 
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 Exceeds current industry 
standards. 

 Is leading “best practices” for 
Investment Committee structure. 

 Has been recommended for  
use in other states. 

 KTRS investment costs are among 
the lowest in the nation. 

The Structure of the  
KTRS Investment Committee … 



Bevis Longstreth  

• Former Investment Advisor to 
Rockefeller Family Fund 

• Former Commissioner, Securities 
and Exchange Commission, 1981: 
re-appointed, 1982; resigned 
January 13, 1984 

• Member of the Board of Governors 
of American Stock Exchange from 
1992 to 1998 

40 

George M. Philip 

• Former President University of 
New York at Albany 

• From 1971 to 2007 –  New York 
State Teachers Retirement 
System 

• New York Stock Exchange, 
Advisory Committee 

 



Aon Hewitt  |  Retirement and Investment 
Proprietary & Confidential  |  July 17, 2015 41 

KTRS Performance 



Aon Hewitt  |  Retirement and Investment 
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KTRS Performance Report Card – Making the Grade 

Periods Ending March 31, 2015 One-Year Three-Year Five-Year Ten-Year 

KTRS Pension Return 8.6% 11.3% 10.5% 7.2% 

KTRS Policy Benchmark 7.4% 10.4% 10.0% -- 

Public Fund Index 6.8% 9.8% 9.6% 7.0% 

Public Fund Universe 
Percentile Ranking* (1st is the 
best) 

10th 8th 13th 36th 

Actuarial Assumed Rate of 
Return 

7.5% 7.5% 7.5% 7.5% 

 
 
 
 
 
 
 
 
 
 
 
 
 

 Outperformed the Policy Benchmark for each period shown by meaningful margins – A+ 

 Exceeded the return of the Public Fund Index for each period shown – A+ 

 Ranks near the top of the Public Fund Universe for each period shown except for the 10-year period 
where the return ranks near the top third of results – A 

 Exceeded the actuarial assumed rate of return of 7.5% for each period shown with the exception of 
the 10-year period which includes the 2008 financial crisis – A 

 
 
 
 
 
 
 
 

* Universe includes Public Plans > $1 billion. Universe compiled by Investment Metrics with supplemental data from BNY Mellon. 
Population of universe for 1-,3-,5- and 10-year periods are 79, 76, 73 and 69, respectively. 
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• 2017 Session and Beyond 
• Continued attacks on Pension Plans 
• 401K Push? 
• Senate Bill 2 
• New Tier? 
• Funding 

What’s Ahead … 
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THE ATTACK ON 
PUBLIC PENSIONS  
IS REAL … 
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The Pew-Arnold 
campaign plans 
to undermine 
America’s 
retirement 
security 
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What’s Ahead … 

FACT 
Pension plans are a better 

benefit at a lower cost. 
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How much do Kentucky teachers' pension benefits cost? 

•   Social Security benefits for workers in Kentucky average $1,173 per month.  
•   Retirement benefits for Kentucky's teachers average $3,042 per month.  

     

* Teachers also have withheld from their paychecks an additional 
3.75% of their salary to pay for retiree medical benefits. 

Normal Cost 

Breakdown of Normal Cost 

Teachers' 
Contribution* 

State's 
Contributions 

Normal cost of Kentucky K-12 
teachers' pension benefits 15.68% 9.11% 6.57% 

Comparative cost of Social 
Security 12.40% 6.20% 6.20% 

Marginal incremental cost for 
Kentucky teachers' pension 
benefits 

3.28% 2.91% 0.37% 
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Pension Reform since July 2002 

Prior to 2002 

Years of Service 

New Tier? 
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Pension Reform since July 2002 

20% decrease 
 

Prior to 2002 

July 1, 2002 

Years of Service 

New Tier? 
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Pension Reform since July 2002 

12% decrease 

20% decrease 
 

8% decrease 
 20% decrease 

 

Prior to 2002 

July 1, 2002 
July 1, 2008 

Years of Service 

New Tier? 
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KTRS changes in 2008 reduced 
the cost of new teacher benefits 
from 16.93% to 15.68% of salary. 

Previous Pension Reform Savings 

For the state, that meant the cost of benefits 
for new teachers by 1.25 percentage points, 

a 7.3 percent cut in the cost  
of the benefit. 



What’s Ahead … 2017 Session 

Another Senate Bill 2? 

Changes based on 
Performance Review? 
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What’s Ahead … Future Sessions 

THE 
ENIGMA 
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The problem took years to create; it 
will take years to fix … 

Keep  talking with legislators. 
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Additional Funding Summary  
KTRS Requests 

$1.03 B 
Approved 

$973 M 

FY 16-17 
___________ 

 
$520 M 

FY 17-18 
___________ 

 
$512 M 

FY 16-17 
___________ 

 
$498 M 

FY 17-18 
___________ 

 
$475 M 

94% 
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KENTUCKY TEACHERS’ RETIREMENT SYSTEM 

2016 2016 



KTRS Social Media 

 
 
  

Website ktrs.ky.gov 

Facebook https://www.facebook.com/KyTeachersRS 
Twitter @KyTeachersRS 

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



Our Members 
Come First! 

 
As always, you may contact 

KTRS if you have any 
questions or concerns.  

Monday through Friday,  
8 a.m. – 5 p.m. ET 

800-618-1687 
502-848-8500 

ktrs.ky.gov 

Protecting & Preserving Teachers’ Retirement Benefits 
58 
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