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Introduction

PERA LEADERSHIP. Pictured above, from left to right, Tom
Lindquist, vice chairman of the Retirement Board; Jack
Kennedy, executive secretary; and Carl Wilkerson, Board
chairman.

This booklet is divided into two major parts: a financial report and
an actuarial report. The purpose of this supplement is to supply
the interested member with detailed investment, financial, and actu-
arial information used by the Retirement Board in managing the Pub-
lic Employees’ Retirement Association.

In the financial report, the June 30, 1975, audited financial reports
are presented with accompanying auditor’s statement and notes. This
section also deals with the growth and composition of the asset struc-
ture of the fund. Investments of the portfolio are listed as of June
30, 1975.

The actuarial report deals with the fundamental reality facing
PERA—the growth of PERA, in terms of both people and dollar
assets, and the growth of claims on the fund, accumulating over the
years through a statutory promise to pay benefits at retirement.

The Public Employees’ Retirement Association has four funds—
the State Division, School Division, Municipal Division, and Judges
Division. Much of the data in this booklet is consolidated for all
four divisions although each fund is separated from the others and
is only used to pay claims against that division. Actuarial facts for
active members of the Association are listed as of December 31, 1974.
Data on retired lives is listed as of June 30, 1975.

Members contribute 73, percent of salary paid. While this money
is invested, the member’s principal amount can only be used for the
benefit of the individual member or his survivor. The employers’ con-
tributions vary according to Division. These contributions are deter-
mined on the basis of actuarial valuations to provide the amount of
money needed, in addition to the employee’s own contributions, to pay
the allowances promised by the Association.

Explanatory materials including several graphs appear throughout to
help explain the program. This is the second year for this Annual
Statistical Supplement. Response to last year's booklet was good. We
hope that this year's report will also be of interest to you and will be
helpful in understanding and evaluating the program.

March 1, 1975 Public Employees’ Retirement
Board of Colorado

1390 Logan - 4th Floor
Denver, Colorado 80203







One representative elected by those retired under PERA.
The State Treasurer and State Auditor.

The members of the Association elect employee group representa-
tives to the Board for four-year terms.

The legal advisor of the Retirement Board is the State Attorney
General. An executive secretary is appointed by the Retirement Board
to be secretary and administrative officer of the Association. He, in turn,
is responsible for the activities of the staff.

The Board also appoints an actuary who makes annual actuarial
valuations to determine the adequacy of the funding of retirement
benefit liabilities accrued under the retirement program. The PERA
Board submits an annual actuarial valuation report to the Legis-
lative Audit Committee and the Joint Budget Committee of the Colo-
rado General Assembly.

A Medical Advisor is appointed by the Board to study and make re-
commendations regarding applications for disability retirements.
The Board also appoints an advisory Investment Committee and Legis-
lative Committee.

Administrative expenses of the Association are paid from the $5 mem-
bership fees charged the employee upon employment and from a
small portion of investment income.

INVESTMENTS: The funds of the retirement system are invested pri-
marily in public utility and corporate bonds, common and preferred
stock of top-rated companies, and in real estate mortgages insured
and guaranteed by agencies of the United States Government.

The law charges the PERA Board with the responsibility of in-
vesting the funds in a prudent and discretionary manner and limits in-
vestments in common and preferred stocks to 30 percent of the port-
folio.

CONTRIBUTIONS BY MEMBERS: Effective July 1, 1973, members of
the State, School, Municipal Divisions make deposits of 7-3,% of sal-
ary paid including pay for overtime and additional duties but ex-
cluding reimbursement of expenses. Deposits are posted to individual

accounts for each employee. The accumulated amount in each ac-
count will be used for the employee’s benefit if he remains in ser-
vice. If he leaves service, he may withdraw the amount of his contri-
butions without interest, or he may, if he has five or more years of ser-
vice, elect a deferred annuity providing a lifetime income at age 65
or in some cases earlier. If he dies before retirement and no other death
benefits are payable, his beneficiary will receive his contributions.

CONTRIBUTIONS BY EMPLOYER: While members are saving for
retirement, the Employer — State of Colorado, School District,
Municipality, other political subdivision — will be making contri-
butions on behalf of their employees. Rates for PERA Divisions differ.
The Divisions include State Division, School Division, and Munici-
pal Division.

The employer's contributions are determined on the basis of actu-
arial valuation and will provide the amount of money needed, in
addition to the employee’s own contributions, to provide the allow-
ances promised by the Association. The average retired member pays
only 15% of the amount he receives as an annuity. The remainder comes
from the employer money and investment income.

Employer rates are as follows:

Division Effective Date % of Payroll
State 7-1-75 10.64%
School 1-1-76 12.10
Municipal 1-1-76 9.86

The employee rate for the Judges’ Division is 7%
of salary paid; the employer rate is 12% of payroll.

WHERE TO WRITE FOR INFORMATION: Any mem-
ber who wishes information which is not given in this
booklet may write for further information to:

PUBLIC EMPLOYEES’ RETIREMENT
ASSOCIATION
1390 Logan — 4th Floor
Denver, Colorado 80203




Summary of PERA Benefits

The following is a brief description of the benefits of the Public
Employees’ Retirement Association in the State, School, and Muni-
cipal Divisions. The reader is reminded that this is only a brief ex-
planation; complete details of the benefits and other aspects of the
program may be found in the Law and in the Rules and Regulations
of the Retirement Board.

Final Average Salary (FAS) is a frequently used term describing
PERA benefits. It means the average of the highest five consecutive years
of earnings within the period of service being considered, usually
the last five years.

If You Resign

You are entitled to a refund of your own deposits to PERA. In addition
to this benefit, if you have five or more years of service, you may leave
your money on deposit and without further payment you will be eligible
for a monthly benefit payable for the rest of your life beginning
when you are 60 to 65. This monthly benefit will be based on the amount
of your PERA-covered service.

If You Die

Your widow or widower will receive a monthly benefit until your
youngest child is 18 years of age or until age 23 if the child is un-
married and in school. If you leave no eligible children or after
benefits have been paid because of the children, your widow or widow-
er will receive a monthly benefit beginning at his or her age of 60,
earlier if you have more service. To be eligible for these survivor
benefits you must have at least one year’s service under PERA unless
the death is service incurred in which case there is no service credit re-
quirement. |f you leave no eligible survivors for monthly benefits,
your beneficiary will receive a refund of the amount of money you
have deposited with PERA.

If You Are Permanently Disabled

You will receive a maximum of 50 percent FAS. This could be
higher if you have more than 20 years covered service. One percent of
FAS would be added for each year over 20. If you were hired after age
45, the percentage of FAS would be less than 50 percent.

This benefit is payable for the rest of your life or until you recover
from the disability. In order to qualify for this benefit, you must have
had five years' of service credit under PERA since last date of employ-
ment.

If You Retire

You can retire as early as age 55 provided you have at least 20
years of PERA service credit at that age. You can retire at age 60 with
as few as five years of PERA service credit. Your benefit depends on
your Final Average Salary, your service, and at what age you decide
to retire. For example, a person retiring at age 60 with 20 years of cre-
dited service would receive a monthly annuity of 50 percent of Final
Average Salary.

The formula used to compute your retirement benefits is:

2Y,% of Final Average Salary per year — 1st 20 years of service.
1% of Final Average Salary — 21-40 years of service.

(1% is only applied to service after July 1, 1969, under current law.)

Maximum-70%

This formula is reduced in certain cases.




NUMBERS OF ACTIVE MEMBERS BY DIVISION 12-31-74
(Further Distribution According to Sex)

State Division School Division Municipal Division

WOMEN

WOMEN MEN

WOMEN MEN




PeaT, MArRWICK, M1TCHELL & CoO. ‘
CERTIFIED PUBLIC ACCOUNTANTS

1600 BROADWAY
DENVER, COLORADO 80202

The Retirement Board
Public Employees' Retirement
Association of Colorado:

We have examined the combining balance sheet of the Public Employees' Retirement
Association of Colorado (consisting of State Employees', School Employees',
Municipal Employees' and Judges' Divisions) as of June 30, 1975 and the related
combining statements of revenue and administrative expense and changes in reserve
accounts for the year then ended. OQOur examination was made in accordance with
generally accepted auditing standards, and accordingly included such tests of

the accounting records and such other auditing procedures as we considered
necessary in the circumstances.

The estimated obligation of employers for prior service based on the separate
actuarial information of each division and aggregating $582,509,667 is based on
reserves required for member benefits accrued at December 31, 1974 and is pre-
sented in accordance with a certification submitted by the Association's consult-
ing actuaries.

In our opinion, based upon our examination and relying upon the certification
mentioned in the preceding paragraph, the aforementioned combining financial
statements present fairly the combined and individual financial position of
Public Employees' Retirement Association of Colorado (consisting of State
Employees', School Employees', Municipal Employees' and Judges' Divisions) at
June 30, 1975 and their combined and individual transactions for the year then
ended, in conformity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year.

We have reported separately under date of August 22, 1975 on the financial state-
ments of each of the divisions for the years ended June 30, 1975 and 1974.

(/i;224§Q1<\Ah\m~u}¢JL,'\“A;&ZJLLQQ i G-
August 22, 1975




Assets
Municipal School State
Employees’ Employees’ Judges’ Employees’
Division Division Division Division
OBEH e vv e e sm e o oo o om e s 5w s 5L S s B o R R $ 153,719...... 1,310,5083...... 47,240....... 524,805. .
Receivables:
Member and employer contributions.................. 679,233 ...... 5241,345...... 68,777...... 5,629,347 ..
Dividends and accrued interest on investments........ 611054 ...... 7,101,147..... 107,084...... 5,613,089..
(0] 1= NI P I SO ISIN P SHERpe g ) | 5.9820 .0, 172,909....... 2,204....... 141,379..
1,296,269 ..... 12,515,401..... 178,065..... 11,383,815..
Investments (note 2):
Temporary investments, atcost .................... 1,944,134 . . ... 21,625,578..... 314,030..... 17,244,524 . .
Corporate obligations, at amortized cost........... 26,759,480 . ...308,420,230....4,389,211....251,016,219..

Stocks, at cost

Combining Balance Sheet

June 30, 1975
with comparative combined totals for 1974

.................................... 5,489,769 .....82,083,561....1,124,617.....64,259,538. .

United States Government obligations,

at amortized cost

.........................

................................ 1,792,744 .....28,164,108..... 349,447.....18,852,790. ..
First mortgages, at amortized cost.................. 1182757301, . ...... 69,515,020..... 391,299
Colorado bonds, at cost .

Total investments before unamortized

yield adjustment

Unamortized yield adjustment ...................... 1,309,796 ...... 7,927,427..... 244356...... 5,962,052. .
39,123,653 ....517,735,924....6,812,960. ...401,407,569. .
LANd, @t COSTa: sic s+ 5 55 50o 510 06 500 0 6 mite oy 450 5081 00 She i 8505 62 i wis o —_ — e — . 180,000. ..
Building in process (note 4) ...t —_ S — s = T aesans 385,073..
Equipment and fixtures, at cost, less accumulated
depreciation of $31,849 in 1975; $77,807 in 1974. .. — — T R T ey 59,978..

Total Real Assets

............................ 37,813,857 ....509,808,497....6,568,604. ...395,445517..

..... 44,072,446. . .. 1

................................ 40,573,641 ....531,561,828....7,038,265. ...413,941,240..

Estimated obligation of employers for prior

service (contra)

................................... 19,292,635 ....296,107,074..... 839,450....266,270,508. .

$59,866,276 ....827,668,902....7,877,715....680,211,748. .

Combined total

1974

A . ... 1337,121

...... 9,982,165
... 10,177,334
....... 53,787

.... 26,625,228
...479,432,244

. 127,867,439

... 53,653,871
"|... 107,724,434
. ... 150,000

... 795,453,216
.... 14,502,485

... 809,955,701
....... 180,000

.. 52,588

. 831,738,696

... 547,081,764
i1....1,378,820,460




Refunds and other liabilities payable

Reserve accounts:
Contributions:

Members’ deposits.............

Employers’:

Accumulation .............

Annuity:
Annuitants’ retirement

Survivors' benefit ..............

Insurance dividend reserve (note 3)
Total reserve accounts ................

Commitments (note 4)

Liabilities and Reserves

........... 12,821,905 .

............ 1,275,672
.............. 225,852
................... 138,406

...........

See accompanying notes to combining financial statements.

Municipal School State

Employees’ Employees’ Judges’ Employees’ Comibined total
Division Division Division Division 1975 1974
$ 121,094 ....... 767,365, ::..:. 1416....... ‘ 018....... 2,213,515
........... 12,586,604 ....154,478,074....1,699,275....128,046,452. ... 29 ..... 255,090,397
...188,520,816....2,572,051.....74,775,668. . ;. ... 229,433,401
....... 19,292,635 ....296,107,074..... 839,450....266,270,508. . ... 547,081,764
44,701,144 ....639,105,964....5,110,776. ...469,092,628. . 12....1,031,605,562
........... 13,404,108 ....176,571,886....2,117,513....192,336,115.. 622..... 318,853,504
....5572447..... 598,447......9,616,969. . 358N . . . 13,446,955
....5,221,865...... 49,563......3,770,584....... 9,267,864....... 8,452,196
..... 429,375.... — ..... 746,415, .. ...« 1,067,260
15,044,038 ....187,795,573....2,765,523. ...206,470,083. . ... .... 341,809,915
— — wian = ....3,740,894. . B 894....... 3,191,468
........... 59,745,182 ....826,901,537....7,876,299. ...679,303,605. . |. ( ..1,376,606,945
$59,866,276 . ...827,668,902....7,877,715....680,211,748. . 541. .. .1,378,820,460
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Combining Statement of Revenue and Administrative Expense

Year ended June 30, 1975
with comparative combined totals for 1974

Municipal School State
Employees’ Employees’ Judges’ Employees’ Combined total
Division Division Division Division 1975 1974
Revenue:
Interest income:
Corporate obligations.............ccoiii i, $1,801,098 . ...20,766,462...307,529 ....16,873,263.. ...30,910,975
United States Government obligations ... .................. 132,116..... 1,773,341....31,605 ..... 1,202,244 . ...3,242,463
Firstmortgages. .......ooiiiiiiiiiiii i e 77,447 ..... 3,054,582....16,041 ..... 2,055,384. .. ...5,127,506
Temporary investments .......... ...ttt 109,229..... 1,311,913....17,684 ..... 1,089,204. . .. 1,595,437
Coloradobonds ...t — s — T — .. — S 5,500
Dividend iINCOME ... ..uiitit ittt e eans 154,365 ..... 2,438,848..... 34274..... 1,931,482.....4,558,969. . ...3,780,286
Gain on sale of investments, net............ccviiiiiiiin... 44762 . ..... 531,360..... 8,348 ...... 408,361. .. ,831...... 990,489
Amortization of premiums and discounts on
investments,net .......... ... ..., i KT 119,557 ..... 1,242,703....25,623 ...... 936,080.....2,3 ...1,897,644
Membership fees .......ovviiiiiri e 6,765 ....... 44.680.......- 90 ...uius 34,740....... 86,275....... 87,033
Other, et . ... . 3,809.....:. 98,904...... (160). < ... 69,343. . 96...... 170,640
2,449,148 ....31,262,793...441,034 ....24,600,101.. ..47,807,973
Less amortization of yield adjustment......................... 88,057 ...... 437,211....15646 ...... 367,122. .| .... 737,508
2,361,091 ....30,825,582...425,388 ....24,232,979. .. 47,070,465
Administrative expenses (note 5) ..., 65,886 ...... 636,002..... 3,113 ...... 477,874.. .. 957,616
Brcessof TrShmyOar cpanes dietnouied ., $2,205,205  ...30,189,580...422,275 ....23,755,105. . 46,112,849

See accompanying notes to combining financial statements.




Combining Statement of Changes in Reserve Accounts

Year ended June 30, 1975
with comparative combined totals for 1974

Municipal School State
Employees’ Employees’ Judges’ Employees’ Combined total
Division Division Division Division 1975 1974

Contributions:

Members.......oovviiiiiii e $ 3,506,986 ...31,833,436 .... 327,925 ....27,848,994 ......63,517,341 .. ...55,743,047
EmMpPlOYer .ot e e 4,067,040 ...43,989,971 .... 554,466 .... 37,506,166 ... 117,643 .....68,549,196
7,574,026 ...75,823,407 .... 882,391 ....65,355,160 .. 334,984 ... 124,292,243
Excess Of revenue over eXpense . ..........c.ovveeunn... 2,295,205 ...30,189,580 .... 422,275 .... 23,755,105 ......56,662,165 .....46,112,849
Cost of living adjustments appropriated by the
Colorado State Legislature .................coovnn... 19,598 ...... 228,417 ... — ... 373,447 . 621,462 .,..... 655,199
Transfers for split annuities:
From School Employees’ Division to State
Employees’ Division ...............coouh... — M. (658,300). .. = . 658,300 .. —
From Municipal Employees' Division to State
Employees’ Division ............... ... .00l (42,154) ... — v s —  isseees 42,154 .. —
From School Employees’ Division to Municipal
Employees’ Division .............ccoiiiiiiii... 35428 ...... (35,428). .. - — —
Refunds due to withdrawal of participating
MEMDEIS .« .. .ottt e e et e e e e (594,307) ... (5,278,578)...... (4,853).... (5,144,387). ....(11,022,125).., . . (11,438,440)
Benefits paid to annuitants........................... (1,230,697) .. (15,759,631)....(230,229)... (17,231,667). ....(34,452,224) . | . . (28,635,898)
Increase (decrease) in estimated obliga-
tion of employers for prior service
adjusted to actuaries’ certificates ................... (169,535) ... 17,841,495 ....(508,511).... 18,264,454 ......35,427,903 .,. 146,306,361
Insurance dividends received net of paid-up
insurance and administrative expenses (note 3)... — — . — ... 347,513 ..L..... 347513 ....... 263,965
Net increase for theyear...................... 7,887,564 ..102,350,962 .... 561,073 .... 86,420,079 .. {. 277,556,279
Balance, beginningofyear.......................... 51,857,618 ..724,550,575 ...7,315,226 ... 592,883,526 .. 45 ., 1,099,050,666
Balance,endofyear........................cunn. $59,745,182 ..826,901,537 ...7,876,299 ...679,303,605 . .4 1,376,606,945

See accompanying notes to combining financial statements.




12

Notes to Combining Financial Statement

June 30, 1975

(1) Summary of Significant Accounting Policies
Valuation of Reserve Accounts
Basis of Combining Financial Statements

The accompanying combining financial statements include the
accounts of the State, School and Municipal Employees’ and Judges’
Division. Each division’s accounts are separately maintained and all
actuarial determinations are made on the basis of each division’s sep-
arate actuarial information.

Employer Contributions

The effective statutory employer contribution rates ranged from
9.86 to 12.10 percent of active member payroll. The Association’s
actuary uses the “entry age normal” (“attained age normal” for Judges’
Division) actuarial method to determine annuity liabilities and nor-
mal costs. As of December 31, 1974, after considering current cost con-
tributions, the actuarially computed number of years necessary to
accumulate assets to fund the actuarial liability for prior service
ranged from 18 to 41 years. Such computations exclude the undis-
tributed net income earned by the divisions for the period July 1 to
December 31 of each year and the December contributions not received
until the following January.

The aggregate unfunded actuarial liability of $582,509,667
computed as of December 31, 1974 is presented in the balance sheet
as estimated obligation of employers for prior service and as an em-
ployer reserve titled “actuarial requirement.”

Members’ Deposits

Members' contribution rates are established by state statute and
are deducted from the members’ salary and remitted by the various
participating agencies.

Annuity and Deferred Annuity

Annuity and deferred annuity accounts are recorded at amounts
sufficient to reflect the actuarially computed discounted accrued
liability of each reserve.

Investments

Temporary investments, consisting of corporate notes, are shown
at purchased cost. Maturities are generally less than 30 days. In-
come is recognized when the notes are sold.

Stock investments, principally common stock, are recorded at
purchased cost. Dividend income is recognized when dividends are pay-
able. Gains or losses on stocks sold are recognized on the basis
of the average cost of the aggregate stock being sold.

First mortgages are presented at amortized cost. Discounts re-
corded at the time of purchase are amortized on a straight-line basis
for guaranteed purchase agreements covering a group of individual
mortgages and by the use of the “scientific method” for other mortgages.
Income is recognized on a monthly basis over the various lives of
the respective mortgages.

Other investments, principally corporate obligations, are re-
flected at amortized cost. Premiums and discounts recorded at the time
of bond purchases are amortized to the call date and maturity date,
respectively. Income is recorded as earned over the life of the invest-
ment.

Unamortized yield adjustment on bond exchanges reflects the
deferral of gains and losses when bonds are exchanged for similar
bonds to achieve a higher yield. These gains and losses are amortized
to the respective earliest maturity date of the new bond acquired or
the old bond exchanged. Losses of $1,849,182 and $763,787 on bond
exchanges were deferred during the years ended June 30, 1975 and 1974,
respectively.

Equipment and Fixtures

Equipment and fixtures are stated at cost and carried on the State
Employees' division books. Depreciation is provided using the straight-
line method in order to apportion the cost of the depreciable assets
over the various useful lives of from 2 to 10 years.

Administrative Expenses

The expenses incurred by the Association are allocated to the
various divisions on the basis of the relationship of the number of mem-
bers in the division to the total membership in the Association.




(2) Investments

A summary of investments as of June 30, 1975 with comparative combined totals is as follows:

1975
Municipal School State Combined 1974 Combined
Employees’ Employees’ Judges’ Employees’ Market Market
Division Division Division Division Total value Total value
Temporary investments,
at cost:
Face value ....... $ 1,950,000... 21,700,000 ....315,000... 17,300,000 ....41,265,000 ................. 26,775,000 ..............
Less discount .......... 5866.:..... T4,422 . icissun 970....... 55,476 ....... 136,734 ... i 149772 ..............
$ 1.944.134... 21,625,578 ....314,030... 17,244,524 .... 41,128,266 ....41,128,266... 26,625,228 . ... 26.625.228
Corporate obligations, at
amortized cost:
Par value....... $28,947,077 .. 323,213,314 .. 4,752,548.. 262,846,115 ...619,758,054 ................ 498,089,067 ..............
Less discount
net............. 2,187,597 ... 14,793,084 ....363,337... 11,829,896 ....29,173914 ................. 18,656,823 ..............
$26,759,480 . . 308,420,230 .. 4,389,211.. 251,016,219 ...590,585,140 ...516,367,698. . 479,432,244 ... 403,740,299
Stocks, at cost ..... $ 5489.769... 82,083,561 .. 1,124,617... 64,259,538 ... 152,957,485 ... 162,715,085.. 127,867,439 ... 113,946,685
United States Government
obligations, at amortized
cost:
Par value....... $ 1,791,207 ... 28,381,999 ....349,447... 18,901,665 ....49,424318 .............. ... 54006907 ..............
Add premium,
(less dis-
counts), net ........ 1,537 ..... (217,891).. — .... (48,875)...... (265,229) . ..o o iiiiie (353,038) .+« v vionp 0000
$ 1,792,744 ... 28,164,108 ....349,447... 18,852,790 .... 49,159,089 ....40,943,205... 53,653,871 .... 43,644,960
First mortgages,
at amortized cost:
Face value ..... $ 1,988,813 ... 73,194,606 ....444,842... 46,981,807 ...122,610068 ................ 113433586 ..........c0..
Less discount,
net............... 161,083 .... 3,679,586 ..... 53,543.... 2,909,361 ..... 6,803,573 .........oiiii . 5,709,152 ..............
$ 1,827,730 ... 69,515,020 ....391,299... 44,072,446 ...115,806,495 ....94,951,680.. 107,724,434 .... 83,789,192
Colorado bonds,
atcost ........... .. $ — o s — — — e 150,000 ....... 150,000

13




(3) Insurance Dividend Reserve

An insurance dividend reserve is included in the records of the
State Employees’ Division. This reserve is being held for the benefit
of all of the Association’s participating members. The reserve re-
presents dividends paid by the insurance company for excess life in-
surance premiums paid by the participating members. Such amount is
used to purchase paid-up life insurance for eligible members when
they retire and additional paid-up life insurance for active insured
members. The changes in this reserve for the year ended June 30, 1975
and 1974 were as follows:

1975 1974
Balance at beginningofyear............... $3,191,468 ... 2,763,215
Excess of revenue over expense allocable
toinsurance reserve .............iiiiinnnnn 201,913 ..... 164,288
Dividends received from insurance
COMPANY - 5o %5 e 5,551 0 75355 638 318 55 515 10 50 015 1 8 i 572,315 ..... 408,452
Paid-up life insurance purchased ............. (194,553). ... (119,487)
Reimbursement to divisions for ad-
ministrative expenses relating to
insurance program ............cciennnn... (30,249)..... (25,000)
Balance atendofyear..................... $3,740,894 ... 3,191,468

(4) Commitments
At June 30, 1975, the various divisions were committed to purchase
investments at an aggregate cost of $35,774,000.

The Association has an agreement to lease office space at a base
cost of $5,155 per month. The agreement expires on March 1, 1976.

During the year ended June 30, 1975, the Association entered into
an agreement to construct an office building at a cost of approxi-
mately $3,306,000 on which $385,073 was expended prior to June 30,
1975. Construction is scheduled for completion during 1976.

(5) Administrative Expenses
The following is a schedule of administrative expenses for the
years ended June 30, 1975 and 1974:

....................................

Employee benefits ..., 73,796
Professional services:

Investment counsel
Accounting
Equipment

Depreciation
Stationery, printing and office expenses

Telephone
Medical examination fees
Board member expenses

Less reimbursement by Group
Insurance Department

1975 1974

$ 637,363 512,562
....52,289

....97,500

....18,950

....23,000

....64,5697

....54,502

....15,749

......... 56,985.......43,568
....24,445

....10,482

....26,714

....10,791

....27,467

1,213,124 982,616
25,000

$1,182,875 957,616




PERA Investment Policy

The Board of Directors of the Public Employees’ Retirement Assoc-
iation of Colorado hereby adopts the following policy with respect
to the investment of retirement funds:

1. The gradual accumulation of common stocks up to the 30%
legal limitation (at cost), at such pace as the Board may determine
from time to time. The following tests for such securities shall
be considered at the time of purchase:

a. Paid a cash dividend for not less than five years prior to pur-
chase

b. Additional common stocks may be added or deleted from
the Approved Common Stock List upon recommendation of
investment counsel and concurrence of staff, subject to the
Board of Directors approval.

c. Stocks may be bought and sold as may be deemed in the
best interest of the retirement fund upon recommendation of
investment counsel.

d. The principles of the modified theory of dollar average
on common stock investments may be considered in pur-
chase of equities.

e. Investment in the common stock of an individual corpora-
tion shall be limited to 10 million dollars
($10,000,000) total of all funds consolidated.

2. Inasmuch as the law limits purchases of equities, and the
Board is charged with the responsibility for selection of common or
preferred stock, no investment shall be made in mutual funds.

3. Investments may also be made in obligations guaranteed by
the United States, or its agencies, and also corporate bonds — public
utility or industrial. Any investment in corporate bonds shall be
made only in bonds of investment quality (three highest ratings) as
rated by any two national investment services as may be selected
by the Board, provided convertible corporate bonds may be purchased
with lower ratings as may be deemed advisable.

4. United States direct obligations and/or high grade Colorado
Municipal bonds may be purchased from time to time as the Board

deems advisable taking into consideration yield, price and apprecia-
tion over a long term.

5. Mortgages

a. No individual home loans shall be made but this shall
not preclude guaranteed participation agreements covering
a group of individual home loans.

b. Loans may be made for commercial or industrial purposes
through qualified mortgage bankers as may be deemed ad-
visable.

c. The Board may retain a professional advisor on mortgages
when necessary.

6. Investment in foreign issues — stocks or bonds — shall not
be made until further notice.

7. The Board shall endeavor to maintain a balanced portfolio,
i.e., diversification in equities, corporate bonds, government guaranteed
investments, mortgages, commercial paper, and miscellaneous in-
vestment sources, always emphasizing that the soundness and safety
of principal should be the primary consideration, with yield, income
and appreciation secondary, and as to equities, the long range pros-
pects should be of primary consideration. Speculative or “trading”
operations should be avoided.

8. All other investments permitted by law shall be made on
a “per offering” basis, with each situation being examined on its own
merits as to risk and yield.

9. To implement statistical data needed, the Board should sub-
scribe to at least two investment service publications of national
recognition which will furnish current information on investment
quality and market cycles of corporate stocks and bonds. The Board
shall retain investment counsel to provide information and invest-
ment opinion, advisability of acquisition of and advantageous timing
relative to corporate bonds, common and preferred stock, together
with recommendations for diversification of portfolio, etc.

10. All final decisions on purchases and sales of investments
shall be made by the Retirement Board, but the investment sub-
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committee and/or executive officer shall be authorized to make such
purchases or sales on behalf of the Board as are permitted under
Board policy. The responsibility of management of the portfolio is
vested by law in the Board and such cannot be delegated.

11. Investments in the present portfolio heretofore acquired
should not be disturbed, except when definite gains in capital ap-
preciation or current yield can be unmistakably achieved by trading
or refund operations, which may from time to time be available. All
losses and/or gains in the equity portfolio shall be taken in toto
in the fiscal year in which the transaction takes place. Gains and/or
losses in the government or corporate bond portfolio shall be
amortized on an annual basis to the earliest maturity date of the bond
sold or purchased.

A modified accrual method of accounting shall be used with
amortization of premiums and discounts on bonds purchased as fol-
lows:

A. Premiums shall be amortized to the 1st call date.
B. Discounts shall be amortized to maturity date.

12. At least semi-annually, the investment subcommittee
shall report to the Retirement Board the operating results and
trends, with any recommendations for changes in the investment pol-
icy as may be deemed advisable.

13. The purchase of general market securities shall be made
from such investment firms as may make the most advantageous offer-
ings and service, with due regard for distribution of the placements,
and further that common stock orders shall be filled through in-
vestment firms who are members of recognized national exchanges,
as may be determined by the Retirement Board, and are desirous of
handling such business at not to exceed standard commissions and/or
service charges and who demonstrate their ability to handle such
business to the satisfaction of the executive officers, investment sub-
committee and Retirement Board. The use of third market investment
firms is also permissible when beneficial to the retirement fund.

Investment Report

The fiscal year commenced with considerable concern for the
national as well as the international economic environment.
At that juncture of time the degree of the economic adjustment,

which was just beginning to be recognized in statistical economic data,
was not anticipated. In our last report we commented on the uncer-
tainties in the areas of politics, inflation, energy, high interest rates,
declining stock prices, and decreasing disposable personal income.

These adverse economic conditions deepened as the year pro-
gressed. We witnessed double digit inflation, the highest in years,
which eroded real personal income significantly; excessive inven-
tories were liquidated totaling billions of dollars; unemploy-
ment continued to increase; interest rates continued upward to a point
where short-term rates exceeded 12 percent, and AA rated utility bonds
were yielding 10, percent; and common stocks declined to extreme-
ly depressed levels. What we all participated in was the worst
recession since the 1930's.

As we begin a new fiscal year, it would appear that the worst
of the recession is behind us, but remaining problems such as infla-
tion, unemployment, lack of confidence in the future, the New York
City financial problem, to name a few, have yet to be resolved.

On the positive side many excesses in our economy have been
“washed-out” providing a base for solid real economic growth in fut-
ure years. The actual Gross National Product is far below the poten-
tial Gross National Product. Industrial capacity in use remains
below 70 percent, and inventories as a ratio to sales have improved
considerably relative to historic norms. Inflation has subsided from
lofty heights even though still considerably above the comfort
zone, interest rates have declined substantially, and stocks have
returned to reasonable valuations.

It is believed that the underlying resiliency of the U.S. economy
is more than adequate to cope with and resolve current and future
problems which must be dealt with in order to achieve sustainable
real economic growth in order to provide reasonable investment
opportunities and rates of return. These problems cannot be solved
without substantial effort and a willingness by all concerned—
the public, the corporate community, and government—to make some
sacrifice in desires over the short-term in order to attain longer-term
benefits.

Our continuing objective is to consistently achieve maximum
long-term rates of return, without exposing the portfolio to undue
risks and prudently preserving principal.

The results for our fiscal year ended 6/30/75, as measured by
Becker Securities Corporation evaluation service, are presented on
page 22 of this report.



Investment Portfolio Distribution

(At Cost)
As of June 30, 1975

Corporate Bonds ........ccoviviiiiininnnenn. 62.9%

Corporate StockS . .....cvvviiii it 15.5
MOBGAQCS 5 ¢ 164 o 1w e 505555 i s 505 00550 1 b 3 i1 5 12.4
U.S. Government,
U.S. Agency
US.Guaranteed.............cooviiiiennn... 5.0
Other Holdings ..........coviiiiiii i, 4.2
Total............cciiii 100.0%
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Fixed Income Securities

Par Value Cost Market Value
June 30, 1975
Short term investments - Less
than 30idays T e S S RN P e $ 41,265,000.... $ 41,128,266.... $ 41,128,266
Corporate Obligations
Bonds
Public Utilities - Telephone .................cccoiiiiieiunn.. 111,597,000..... 101,684,532...... 78,041,022
Public Utilities - Electric & Gas .........ccivveerinenneennnns 154,707,5983. . ... 145,761,738..... 117,826,369
Public Utilities - Gas & Pipeline .............. ..ot 9,350,000........ 9,112,203........ 8,153,625
INdUSTHEl S 5 o i s e D T T Tt 207,746,453. . ... 196,145,457 . ... 187,673,079
TIFANSPO AtION| i v e ot 1o re o T T e S P R 72,698,899...... 71697,988...... 64,648,153
Einanciall s i e o o e e S - e N e Py 113,962,361. . ... 111,919,357 . ... 101,392,034
Total Corporate Obligations...........ccoieiiiiiiieieeannnn. $670,062,306. ... $636,321,275.... $557,734,282
Other Debt Obligations
Mortgages, Contracts & Notes. ...... ... ..o, 120,731,133..... 111,414,903...... 93,678,294
Total Fixed Income Securities ................................. $832,058,439. ... $788,864,444 . ... $692,540,842
Convertible Securities
Convertible BoNAS . ...t el e als s $ 1,000,000....% 1,000,000....% 850,000
Preferred Stock
RS T e e e R P R A e S R S A R B rhn 6 6 08 o0 4 TG 5,000 (shs).... $ 500,000.... $ 208,750




Common Stocks

Science & Technology

Business Equipment

Shares Held

Cost

Market Value
June 30, 1975

FEAEIAYE I8 o oosooaasonassonneocndoatBO0RRaBERanea0sn - R IEe 16,7000 $ 1,538,189..... $ 668,000

International Business Machines Corporation ........................ 19,800........ 4447 .266........ 4,138,200

2ETRer3 (Ol 1ol o 6 s oo o0 0000 0000 0 0 0GOAGBE0GE6EEABAE 0000 o o SIDOBOHGHE 19,700........ 1,939429........ 1,381,463

Total Science and Technology ..................cciiiiiimeniiinienniiieanens. $ 7,924884..... $ 6,187,663

Consumer Products & Services

Automotive

FOrd MotOr COMPANY . ... venunteteneetaeeennnneeanneeeosneeeennne, 66,400..... $ 4,343,946. . ... $ 2,730,700

General Motors Corporation ...............coiiiieiietiieieiiiaaan, 56,300........ 4,437858........ 2,744 625
$ 8,781,804..... $ 5,475,325

Broadcasting

CIES e 6000 0000 0000000066050 0000 ONHOHBEAGEARGOONT o - ERUEEEOE 155,000/ $ 6,321,926..... $ 8,021,250

Building and

Building Products

Armstrong Cork COMPANY ... .cuueetieeeeeneenareeranaeeeaieeeens 56,800..... $ 2,120,319..... $ 1,562,000

Drugs, Cosmetics and

Hospital Supplies

American Home Products Corporation............ccoeeiiieiieen... 94,400..... $ 2,066,211..... $ 3,941,200

Avon Products Incorporated ............. ...ttt 37,700 7. 3,238634........ 1,790,750

Bristol Myers COmpany ..........uuiuuunurmiunnnnaneanetsaeaaoneann, 15,500........ 1,073,344........ 1,067,563

Johnson & JOhNSon ... ... .. . i ittt 12,200........ 1,416,712........ 1,187,975

Pfizer Incorporated . . i et 84,400........ 2891,774........ 2,827,400

Schering-Plough Corporation ...............cc.coiiiiieieeiniinan. 81,000........ 4,943,255. ....... 4,718,250

Warner-Lambert Company . ...........coiiiieiiineneeeeieeeeeenaan, 92,600........ 3185 2NIIGIETEY: - - - - 3,518,800
$19,482,101 $19,051,938

Food, Beverages

and Tobacco

Borden Incorporated. .. ........coiiiii i it 85,600..... $ 2,419,762..... $ 2,033,000

General Mills Incorporated . ...........c.ciirniiiiniineeeeeeenenaaaae, 71,000........ 3,912543........ 3,558,875

Heublein Incorporated ........... ... iiiiiiiiiiieeetiienian.., 109,800........ 4718,092........ 5,023,350

Philip Morris Incorporated ...ttt 119,400........ 4,437,160........ 6,372,975

Ralston Purina Company. .............oiuiiininreenenieennnceanaeen. 89,100........ 3,469,560........ 4,009,500

——mp—
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Reynolds (R.J.) Industries, Inc. .................... -
Royal Crown ColaCompany .......................

Photography

Eastman Kodak Company..................oouuenn.

Federated Department Stores, Inc...................
Penney (J.C.) Company.........ccouvuereuenennnanns
Sears, Roebuck & Company...........c..cc.uuvun..

Other

Zenith Radio Corporation ..........................
Total Consumer Products & Services .............

Financial Services
Banking & Credit

American Express Company ................cccuu...

insurance

Aetna Life & Casualty Company....................
Travelers Corporation............coovuiiiiieennnnn.

Total Financial Services............................

Basic Industries

Chemicals

American Cyanamid Company ...............c......
Dow Chemical Company...........cccveveieeneneenn
Hercules Incorporated .............................
Nalco Chemical Company .........................

Electrical Equipment

General Electric Company .........................

Machinery

Caterpillar Tractor Company .............covvveenn.
Ingersoll-Rand Company............ccocvvveenunnnnns

Oll & Gas

Exxon Corporation ..............iiiiiiiiiiiiie.,
Kerr-McGee Corporation...............cooviiiuunn.

Shares Held Cost

Market Value
June 30, 1975

................. 97,800........5,935,281........5,819,100
................. 94,200........2,701,363........1,660,275

$27,593,761 $28,477,075
................. 51,400..... $ 4,492,253..... $ 5,307,050
................ 100,600..... $ 4,266,371..... $ 5,017,425
................. 47,300........3,174,716. . ......2,743,400
................. 45500. . ......3742548. . . .....3,338,563

$11,183,635 $11,099,388
................. 18,400..... $ 1,006,817..... $ 519,800
............................. $80,982,616..... $79,513,826
................ 120,000..... $ 4,122,097..... $ 5,220,000
................ 141,600..... $ 3,264,220..... $ 3,929,400
................ 130,900. . ......2,654,278. . ......3,583,388

$ 5,918,498 $ 7,512,788
............................. $10,040,595. . ... $12,732,788
................. 70,500..... $ 2,516,022..... $ 1,947,563
................. 81,000........2,799,216. .......7,269,750
................. 88,000........2,184,149. . ......2,816,000
................. 97,200. .......2,321,362. . . .....3,183,300

$ 9,820,749 $15,216,613
................ 108,300..... $ 5,815,896..... $ 5,699,288
................. 55,000..... $ 3,507,378..... $ 3,678,125
................. 68,400........4,479,687. . ......5660,100

$ 7,987,065 $ 9,338,225
................. 45,800..... $ 3,391,759..... $ 4,236,500
................. 33,500........1,899,899. . ......3,061,063




Shares Held Cost Market Value
June 30, 1975
Panhandle Eastern Pipeline Company ...............c..ooooiiieee... 82,500........ 2,891,750........ 2,670,938
Phillips Petroleum Company . ...........couueiiiiennirernneaieennnn. 69,000........ 3,028,501........ 4,105,500
Standard Oil Companyof Indiana ..............coiiiiiiiiiinineaa... 40,000........ 1,657,238........ 1,975,000
Standard Oil Company of Ohio...........cciiiiiiiiiiiiniinaeennn 66,500........ 3,485,862........ 5,087,250
$16,355,009 $21,136,251
OIl Services
REWHSUTNGIN OEIATERY sooo0a 00 0000000060 64080600008000060 006000035050 26,500..... $ 3,164,912..... $ 4,968,750
Total Basic Industries . . ...ttt iiiiiiiniaianannaaaanns $43,143,631..... $56,359,127
Public Utilities
Electric & Gas
Consumers POWEr COMPANY .. ...vunuttnneeeenneeetanneeesneeranns 43700 PR SENO 11103 1P $ 84,600
Florida Power & Light Company..............ciiiiiiiiiiiiiiieinnens 12,800......... 454,035......... 332,800
Gulf States Utilities Company ...........c..cuiiiitoieeteunneeernnnnns 68,000........ 1,508,419......... 960,500
HIINOIS POWer ComMPaNnY ...oovit et iietiteeiaeeeeaeenanenneneneenns 66,500........ 2347,051........ 1,720,688
Middle South Utilities Company ............c.coeiiutiiiiiiiiieeennnn. 12,000......... 294,198......... 186,000
Northern Indiana Public Service Company ...........c.cccovuunnnn... 46,500........ 1,287824......... 825,375
Public Service Company of Colorado ..............cccoiiuiuennnnnnnnn.. 012008 Nt 242:931... ..., 144,900
Tampa Electric Company .........coouuiiinnieneeeanoioneennoenneenns 46,000........ 151331244000 764,750
TiexasiUtilities] oM DAY Bl el e 46,600........ 1131151392 Py 1,100,925
$ 8,794,125 $ 6,120,538
Telephone
American Telephone & Telegraph Company ............c...coovvev... 31,300..... $ 1,571,644..... $ 1,592,388
L TS Y S seaon neoosaasasaooacoasaatoon o008 o aH06 080 80068 0AaA0 A0 0008 $10,365,769. . ... $ 7,712,926
1T T T G G T i s ab 6o 80006000 0000 00 450800 0 Ac 08 EARE HEHB AN OREIR0ITG $152,457,495. . .. $162,506,330
Cost Market Value
June 30, 1975
ShortETierm il nVestme N TS e T e T e T e o e v T $ 41,128,266.... $ 41,128,266
FECE] D SERIHES conannonnaotontdonoonsbobadtaosonsoosss00aoneaao0 aba06o0 747,736,178 .... 651,412,576
(NG BERTIES anoaotn0000 0600080006006 06000000008006000800001080M0000000040 1,000,000......... 850,000
PIEEAGEE S osadaooooaatooanconoscaoabd6a00 00a0a0eoE08apa00nAaEaaaay bR ao0e0000000 500,000......... 208,750
(COIER S Baobanonttoss0sctsa0b88580000003000000000G50006605350300060060000 152,457,495. . ... 162,506,330
Total Investment Portfollo. . .......... ... ... .ottt $942,821,939.... $856,105,922
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Becker Performance Evaluation

A. G. Becker & Company is the ‘largest and a highly respected
portfolio evaluation service in the United States and has evaluated
PERA fund’s performance since 1969.

A summary of the PERA fund's performance results, along with
a brief description of issue to be considered in interpreting the results
follow. Since the purpose of the summary is to provide an overview,
the reader is cautioned against forming conclusions that may be pre-
mature. A number of important details of performance evaluation are
not addressed here.

These five exhibits are reprinted from the PERA report; together,
they provide a profile of the PERA fund'’s performance.

A. Deployment of Assets. In concise form, this exhibit shows
the dollar value of each investment category of the PERA fund
at the end of the last fiscal year, as well as the percent of
the fund invested in that category. The policy decision to deter-
mine the fund’'s commitment to equities also is addressed here.
A greater commitment to equity investments can offer the fund a
potentially higher return. The reader should keep in mind, how-
ever, that such an investment would be subject to characteristic
fluctuations in the equities market.

B. Total Fund Cumulative Annual Rate of Return. This ex-
hibit shows how the PERA fund performed over multi-year periods
compared with other funds of similar asset size. The boxes on the
graph represent the range of performance results earned by all
funds in the group. The PERA fund is highlighted by a diamond

and the line connecting the diamonds iflustrates the trend
of the fund’s performance. The longest time period, 1965-1975, is
displayed at the left. At the right, the reader can see performance
results for last year only. The fund’s return is tabulated under
the graph, along with a segmentation of the group’s results. Per-
cent rank indicates what proportion of the group outperformed the
fund; a low percent indicates a relatively higher return. With
this exhibit, the reader can choose a time period of particular in-

terest and examine the return the PERA fund earned for that period.
In the past, a market cycle has generally covered a four-year
period. For any time period one chooses to examine, the median
serves as an effective standard for determining what a “reason-
able” return for that period would have been. (The median is that
return which outranked 50 percent of the funds in the group and
which was outranked by 50 percent of the funds.)

C. Total Fund Annual Rate of Return. The main purpose of
this exhibit is to show which years have had the greatest impact on
the multi-year performance of the PERA fund. Another purpose
for displaying returns for individual years is to demonstrate how
different securities markets affect fund performance. The variation
of the median can be explained, in part, by rising and falling
securities markets.

D. Equities Cumulative Annual Rate of Return and

E. Fixed income Cumulative Annual Rate of Return. These
exhibits show how the equity and debt portions of the PERA fund
performed over multi-year periods. Since the fund’s total return
is comprised of equity and fixed income rates of return, both have
been included so that one can see the impact of their return on
the entire fund's performance.

This summary should be regarded only as an introduction to
evaluating the PERA fund’'s performance results. Nevertheless, it
is hoped that this brief overview will be of some assistance.

Definitions: Percent Rank refers to the percent of funds with
assets in excess of 50 miilion dollars evaluated by A. G.
Becker which outperformed PERA. The number of funds evaluated
as of June 30, 1975, in this category was over 600.

Population Percentile refers to the percent of total number of
funds evaluated by A. G. Becker which outperformed PERA regard-
less of size. The number of funds evaluated as of June 30, 1975, in
this category was about 3,300.







TOTAL FUND
CUMULATIVE ANNUAL RATE OF RETURN
PERIODS ENDED JUNE 30
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1966-75 1967-75 1968-75 1969-75 1970-75 1871-75 1872-75 1973-75 1874-75 1975

MAXTMUM 6.09% 6.80% BN/ 5.537% 6.05% 12.88% 6.34% S5.477 9.417 22.18%
FIRST QUARTILE 4.17 4.21 3.51 2 .88 3.48 B.12 3.26 -0.80 0.40 13.41
MEDIAN 3.70 3.70 2.97 2.12 2.51 7.18 0.61 -4.48 -4.10 10.36
THIRD QUARTILE 3.28 3.08 2.14 0.94 1.60 6-35 -0.43 -5.79 SOR¥/3 7.42
MINIMUM 1.07 0.83 -0.39 -3.14 -3.48 3.38 -5.98 -12.30 -12.21 -0.82
YOUR FUND 0.0 0.0 0.0 4.46 5.97 8.08 5.79 3.65 2.93 11.18
PERCENT RANK 0 0 0 & 2 26 6 4 11 4]
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0.0 0.0 0.0 -4.14 -4.02 17.76 12.48 5.10 -4.71 11.19

a 0 92 2 98 71 2 4!
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EQUITIES
CUMULATIVE ANNUAL RATE OF RETURN

PERIODS ENDED JUNE 30
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1966-75 1967-75 1968-75 1969-75 1970-75 1971-75 1972-75 1973-75 1874-75 1975

MAXIMUM 6.63% 6.06% 6.17% 4.947 ' 5.82% 12.52% 6.207% 4.047 8.587%7 29.33%
FIRST QUARTILE 4.82 4 .56 3.59 2.73 2.45 8.77 0.98 -4.05 -1.04 16.15
MEDIAN 4.43 4.07 2.70 1.29 1.43 7.11 -0.73 -6.52 -6.48 11.70
THIRD QUARTILE 3.42 2.95 1.66 -0.07 0.03 6.08 -1.83 -7.96 =7/ oleke] .15
MINIMUM 0.89 0.67 -2 .46 -4.30 -3.98 0.65 -7.23 -12.38 -11.14 0.70
YOUR FUND 0.0 0.0 0.0 4.76 S.65 10.53 4.77 1.81 3.70 19.23
PERCENT RANK 0 0 0] 4 2 9 3 3 4 290
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FIXED INCOME
CUMULATIVE ANNUAL RATE OF RETURN

187 PERIODS ENDED JUNE 30
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18966-75 1967-75 1968-75 1969-75 1970-75 1971-75 1972-75 1973-75 1974-75 1975

MAXIMUM 5 .957% 5.92% 7.857% 8.48% 9.547% 15.77% 14.247 14.717 15.27% 17.967
FIRST QUARTILE 4.33 4.88 5.26 5.82 6.75 9.19 7.11 6.84 7.16 10.94
MEDIAN 3.92 4.44 4.85 5.30 6.32 8.20 6.19 5.27 5.55 9.23
THIRD QURRTILE 3.63 4.15 4.44 4.71 5.68 .24 5.26 3.42 3.38 8.27
MINIMUM 2.88 2.64 3.03 3.14 2.84 0.72 1.18 -0.99 -0.89 2.48
YOUR FUND 0.0 0.0 0.0 4.49 6.05 7.98 5.93 3.89 2-56 S.14

PERCENT RANK 0 0 0 82 62 58 58 68 84 S5
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Membership Statistics

Consolidated State School Municipal
Totals Division Division Division
TOTAL MEMBERSHIP JUNE 30,1975 ........... 97,065 .......... 39,783 .......... 51,813 ........... 5,469
Active Members ......... .o, 84,781 .......... 33,700 .......... 46120 .. .6 im0 vois 4,961
Annuitants and Survivor Benefit Members. ........ 12284 .......o0e: 6,083 ........... BIBI3: . viisaevans 508
New Members Accepted
July 1, 1974 to June 30,1975................ 17,546 :.civ5meies 1,268 .iviinivwnos 8950 ........... 1,328
Less: Members Deceased..................c.cvvnen (168)....c 555 ousins () I (G ) (12)
Members’ Accounts Withdrawn............ (11,292).......... (4662).......... (5871)............ (759)
Total Withdrawals ........................ (11,460).......... (4,755).......... (8,934} .. civianinnns (771)
NET GAININMEMBERSHIP ..................... 6,086 .....:..... 2513 ........... 3,016............ 557

July 1, 1974 to June 30, 1975
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Annuitant Rolls Increase

The number of persons receiving retirement annuities has grown
steadily in relation to active membership, as shown in the table be-
low. Since PERA has not yet reached maturity as a retirement plan,
this trend is natural. The trend will continue, and the annuitants
on rolls will increase rapidly, untii members enrolled near
the beginning of the plan reach retirement age and attrition begins
among the annuitants, a relatively young group at present.

Number of retired

Number of active

The level-cost financing principle assures that deduction rates
will not have to be raised to meet the benefit load. The current per-
centages of pay will be sufficient to meet the increasing annuity pay-
roll, if the benefit provisions contained in state law are not changed.

The steep growth in the dollar amount of the annuitant payroll
is shown in the right-hand column of the table.

Retired members as %of Total annuities

Year members on 6/30 members on 6/30 active members on 6/30 paid-yr. ending 6/30
1940 ... OB 2 41516 500 018 5« e oo s BINE v i enismsandniis &nm 25%. ... $ 72,5588
1945 ... ... Ul0z0ne sran oot n ooy SR | 31 137,442
1950 ... 280. .00 eiminnansnsas 11,853, .o 28 icuceasmie s e 237,866
P985y ¢ s oswennmrmsams wimen s ni sl use TAT oo o s msims o s s i 60 2.4 [ |- | TR SO LD v i e i 745,679
TBBD s oo inimesamuenssvnsswsssss VTTD . os v vmwss s wmiswos s muss 33,068, < v e oo 50 s 5 mmn i i m e s DA 560005 ma 50w 0% 2,055,139
1965 ;oo o5 e ssmimvwne wims ams s s 3630 15 5% e n i ma s s i 49,700 . csnsimsvmswsemsmann v i3 v vsiv s msaman e s 5,486,225
VT i onomswsmims i i oo m SR B,0308 5 viinewims s i s 65,586 : i w5 wms v o 2 s e .2 11 PP PP 12,366,658
g L N D P! 6940, 5 c0ioinrcnnnnnonons B9472. . ..ixs555r00s08m555 100 .ociiin e me e 14,385,068
1972 .. 7892... ... T2830.....c000mn-nimsnnses 109 ...l 17,208,013
1973 .o 9146.......... .ol 76,708, ...ccviiiiiinnn. 119 21,297,570
1974 ... 10,408. ...t 80,529.......c0iiiiiiinn. 129 o 26,740,570
TAIS o cvevnsniwvesessnsomusans 11,650......ccviviniinn, 84,781. ... e e el e 32,242,456




Retirement Statistics:

Retirement annuities have been approved by the retirement board
payable to retired members during the fiscal year as follows:

State School Municipal

20 or more years service at age 55 (Patrol, Game & Fish) ...................... O T S e T T TR DT
35 0ormore years service at age 55. .. ... i e e e e T,
350ormoreyears service at any a@ge ........c.eiiiiiiiii it i i e e
30 ormore yearsservice at age 55....... .. it i e e sl 0 S e O P ) S
20 or more years serviceatage 60..........o ittt iiiii e e 188 s wuis svemegms 180, . pmsmsnss 13
5 or more years service at age 65 (Fractional) ...............cooiiiiiii - T 212, suvsivsans 19
General disability after 5 years of service ............cooiiiiiiiiiiiiiiiin, 1265550060 .5. 82 ivisinanns 12
Termination of service: Retained membership (Sec. 9) ........................ 16, 16l
Survivor Benefits: AULOMAtIO « - uswmivsmsmmmmssimivnemmenmampnsm e eansmos s g P
DEfErrad. (AGE GB) ssswso s sam s s s sl o v m 50 5510880 6501 %4808 8 10 8% HaE 8PN Pum e P i e e e 12— 5
20 or more years service atage 55 (reduced)......... ...t P4 [T 29 i wiminnins
5 or more years service at age 60 (reduced) ...........cooiiiiiiiiiiiiiiii 105 iwsmsmass 109 csiisasens 7
TOTAL RETIRED DURING FISCAL YEAR ......... ...ttt 790 oivinass 679. . ciwininss 56
Returned to rolls from SUSPENSION ... .. ittt i ittt i et st 2 i nrane
Total number receiving retirement annuities 6/30/1974..................... 5105......... 4902.......... 401
Total number receiving retirement annuities during fiscal year ............. 5895......... 5584.......... 457
Co-Beneficiaries continued upon the death of annuitant ...................... 49............ 24, ... ..., 4
Less: Retired members deceased during fiscalyear .................... ... 1O O P 14T ywmswem s 13
Annuities temporarily suspended thisyear ......................... ... Aovewinsmsamnss Binsimssninimg
TOTAL NUMBER RECEIVING RETIREMENT ANNUITIES 6/30/1975 ....... 5741 ..i i 445 5461.......... 448
Average monthly rate 6/30/1975 . ........ciiiiiiii i $ 229...% 220... % 203
Total paid in annuities 7/1/1974 to 6/30/1975 (12 months) ........... $16,086,816... $15,057,119. .. $1,098,521
Average monthly rate for annuitants retired duringyear ............. $ 301... % 296... % 278
Survivor Benefits added to rolls during fiscalyear ................... ..ol e Y T BB wsnsaninss 10
Total Survivor Benefits 6/30/1975. . ... . ittt ittt i 342........... 232........... 60
Total paid in Survivor Benefits 7/1/1974 to 6/30/1975 (12 months)....$ 766,009...$ 516,603...% 115,777
Retirement annuities Deferred (Futureatage 65) ...t Y 753, c.vsnnsnen 31
Total future liability (@annually) ..., $ 929485...% 1,275246... % 55,947
Survivor Benefits (Future) ...t i it B3 s sansminss 3. ciiimnanins 9
Total future liability (annually) ...t $ 83,034...% 47,884...% 13,581
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Active Members in Valuation
By Attained Age Groups & Years of Credited Service - 12-31-74

Active members included in the STATE DIVISION* valuation totaled 31,162, involving monthly salaries
totaling $29,159,990 ($349,919,880 annually).

Attained

Age Number With Indicated Years of Credited Service Monthly
Groups 0-4 5-9 10-14 15-19 20-24 25-29 30 & Up Totals Salaries
Under 20....... 2B . e 246........ $ 110,981
20-24 ......... 2,661....... B, e e s s s et a8 W 8 4 S s e 2696......... 1,543,794
25-29 ......... 4340...... 560........ B, s 5w e 8 Y 8 3w 908, ..o 3,732,443
30-34 ....iviin 2,664..... 1,189 w004 [0 ] [P B0 6516 05 R L B S e 4110 ........ 3,883,198
35=39 .iuusnens 1,683..... 1,084...... 471, i voun 195 m e as Qi iia i e S SRR et 3,359......... 3,455,927
40-44 ......... 1,384..... 1,045...... 513...... 287....... 55........ R 3,287......... 3,483,085
45-49 ......... 1,289..... 1,0908...... 594...... 336...... 158....... 88........ 1..... 3559......... 3,766,042
50-54 :.ciisss 1,049..... 1,081...... 661.:....: 418...... 232...... ) |51 Tiiias 3,603......... 3,736,414
55-89 i.vuniiass 747 . < 889...... 610 e as 419...... 253. .:v40 170 5 oo 38.:..x 3127 . sivian 3,169,596
B0 . ioeiis ey 78 i 141...... 10562054 78 ciwnes 36550 26 .. 12, ... .. 476........... 494,254
61 ..o 74...... 147...... 102....... 60....... 29....... 23........ 9...... 444, ... ....... 442,238
62 ... 56...... 127....... 86....... 61....... 25....... 19........ 8...... 382........... 363,691
- 62. .5 05 98....... 65....... 53....... 27....... 20....... 14...... 339. . ciwii s 329,439
B4 omswimne s 39 i nie s 81..iss. 56w sn L] 200000 1800000 1550000 282. cnieniinin 288,159
B8 s hs aienieni s 20,0000 59:..:.0s 54....... 42, i iois B.oseavs 17 ccmins B s 203...:.0.i.... 204,797
66 .............. ) 1 R 39 s 14....... 10: . 50050 i [ESOERPE e 3....... 61............ 71,058
67 o 6....... i O 9........ Q... T 36............ 36,302
68 ...t 2....... 12........ 6.t : (PR, R 1....... 25, ..., 29,408
B9 . cwoieiv s s oss 4........ [IPS— T cie an o st 8 5 1 3 50 b oo 5 S e 3 B B:snuivanianes 6,702
70 5onaewinisminin 2. i v e Tooisomis s v uis o0 steim 508 % 58 % 608 5700 s Vi ieiir s a5 e 5 S o B iveninionss 3,370
TV iiniiicesionames 0 e e s e e 16 86 SR SR e 6 T se vsa s itaiewam e s Tisininas B wnicimae o 4,455
7 T o500 1 0w 0 5 505 5 S R o 8305 e R R e S 8 83 Tosicniisn. a5 s B o e e e oo 900
7£< TS 0 s e 58 65 4 B E pe e 525L e 51 e o 510 1857 1 15 $1 e i el e 1o, 1,758
T4 o e P Tt 593
TD oo vio s snissis o 5 s miow on mis o 7 A2 Gt e AT O A S OO ) IS S L e E e L e o 866
T . s oisvaniars aiois 06 6 5 8 e id e 5o e LS eSS e 8l e S s LI st e s A P ey Voo wisme s s 520
Totals........ 16,420..... 7,626..... 3,658..... 1,955...... 851...... 537...... 115... 31,162....... $29,159,990

*This does not include figures as of December 31, 1974, for State Patrolmen and certain members of the
Division of Wildlife, who have separate plans and rates. If both groups were included, the State Division
would have totaled 31,718, involving salaries totaling $29,734,898 ($356,818,776 annually).

The median attained age for regular State Division members was 40.4 years, and the median service was
4.7 years. This assumes even distribution throughout the median interval.




School Division
Active Members in Valuation
By Attained Age Groups & Years of Credited Service - 12-31-74

Active members included in the SCHOOL DIVISION valuation totaled 43,500, involving monthly salaries
totaling $33,584,887 ($403,018,644 annually).
Attained
Age Number With Indicated Years of Credited Service Monthly
Groups 0-4 5-9 10-14 15-19 20-24 25-29 30 & Up Totals Salaries
Under 20....... TAB.. o e e vevi b gin i s o i S5 s 00 e 70 8 T 8 e e e 148....... $ 59,715
20-24 ......... 3,194........ B v o 09 B RS R W8 6 AR R S 8 I B 66 3,199, ... 1,795,396
25-29 ......... 7,360....:. 876 . ..0u0 Dl i 5155 < 6,510 i 5 6 e s B S S S s 8,338...:00n0s 5,962,486
30-34 ......... 4,029..... 2221545+ 1) 253251515 e 515 5 510 i e S o i 1S mm o 6,606. .:::c:: 45 5,328,161
35-39 ......... 3,061..... 1,500..... 1,072...... 2 5,830......... 4,756,881
40-44 . ........ 2,427..... 1,328...... 928...... 622....... 43, 5348......... 4,404,720
45-49 .. ....... 1,762..... 1,272...... 768...... 5630 308....... 14 c:viinsvomnnns 4687........: 3,866,245
50-54 ......... 1,212...... M7 ... 770. .50 472, ....4 340....... T0% s s o 5. uiss 3,816 sz 3,059,034
85589 .ininines 800...... 688.. ... 599...... 600. ...« 254, .05 83 aqse 20: ... 3044.....:... 2,374,197
B0 iuinisminass 143...... 120 5 5 0 100 ... 95 . 5:a5 6750005 14........ Bl 544... = oo 413,838
<1 [P P 95. ... 101....... 97...... 116....... 46....... 22........ 2...... 479........... 380,916
62 ... 70....... 9....... 97....... 89....... 62....... 19........ 5evenn. 436........... 359,251
63 ... 74....... 64....... 63....... 91....... 50....... p i (PP 2ininn 355 . cuneniinn 287,301
64 ... 41....... 58 s e 64....... 95....... 35....... 1 PR Toiions 307........... 254,725
B8 iiivisevemnins 25,0050 34, . ... X B8 .c00 50 28 ek L5 - 219, iums50mes 187,280
66 iiioicniin nine e Q. ivivis 18.c.mic0s [ S 105 . s B 0 018 S e m wn s S5m0 R R e s e e 43, iiiviiiinen. 28,358
67 iiennmommien 9....... 105 oo is . S Bz B 1....... 35, L 22,667
68 ... Bovivenn. 4........ 4........ 5........ e 20, 13,038
B9 vininrimemsenes 2 2. ... 4. B oo e 51 8 0 o 12000000, 8,892
70 .oivauisnsmsmais B.iiwain: < JRp——— Tsw s osmensisssmass 2 is i s e e ¥ B SR s e Qivivsmssniaio 5,125
T1 cimvinimvmnines 2iiivnsns D.iewian Tiiivwaes 2 s s i i e N R R S 6 i e W B B e s Y AR 4,502
T2 e 2 D 4o ot i = o e ke s a1 i e e e o 5 e 1 e e e 2 4ol 2,283
13 B . A K 2. L O B e ek . 5,935
P e, TP — e 1 i O e o sy L s e B v s s 3,141
TE v s wisimnie wis o w14 8% i e 8 i e § A S 4 e E Vo w5 i i 6 5 5 05 Tt i 5 65 dme oo e 800
Totals....... 24,473..... 9,445. . ... 4,992. . ... 3,028..... 1,253...... 262....... 47... 43,500....... $33,584,887

The median attained age for School Division members was 38.0 years, and the median service was 4.4 years.
This assumes even distribution throughout the median interval.
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Municipal Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service - 12-31-74

Active members included in the MUNICIPAL DIVISION valuation totaled 4,576, involving monthly salaries totaling
$3,593,251 ($43,119,012 annually).

Attained

Age Number With Indicated Years of Credited Service Monthly
Groups 0-4 5-9 10-14 15-19 20-24 25-29 30 & Up Totals Salaries
Under20........ 2 S 66.......... $ 28,618
20-24 .......... 586........ o 5 5 R e e e ) e el ket B el g1 1 0 e e e 512 1 353,708
25-29 .......... 835...0:4s 85........ E b i LG e e R A o) e G P IR AR o 924 . voia i 685,833
3034 .iivvnniie 458.. ... 140 ... < T 628........... 528,312
35-39 .......... 238 ...5.: 1205 .00 5. 46....... DB . ¢ s 6 50 55058505 55 4670 5 18 8w o ot 420........... 365,350
40-44 .......... 270...... 110....... 39....... 36....... 14........ T 470........... 402,204
45-49 .......... 191...... 121....... 46....... 30....... 16....... 10........ 1...... 415, ......... 345,360
50-54 .......... 189...... 105....... 55....... M“....... 25....... 12........ (TP 428........... 360,711
55-59 .......... 119....... 89....... 56....... 36....... 27....... 20........ 2 R 349........... 291,636
60 .............. 10........ 9........ 6........ S 5........ A 1....... 42, . ... 36,020
(< 1 [ [ 19,0 cnwens [ I 12........ 2. Dovwsmsms 1o, 58. .. i 50,973
B2+ iws i ssemie [y PP 17 cnamin | [T PR Beuioimen i Eh ok T e o e et e B3 ciiemninin. 42,147
B3 .. e nis [ IR B....i.. 18. .5 2ivioinin Al s oo s 8 e w4 915 5 36. . nisiiien. 30,049
64 ...l 10....... 16........ 5........ Q.. neiins P 2w 2....... 47 . . 36,416
65 .. ... 4........ 4........ 2. ... B oo i IR | PN TN 17 e 13,498
66 .......nnnn. 6........ o (. 2 | T 18 8,765
L A o 2 T . 4,085
68 ...t { [ ) P P g O s s i e s 5,902
69 ... T 1........ L e e e S s 48 5 8 508 5 655 A e o < P 1,331
70 oo | I 1........ 8 et et e e 5§ R 4 7 R Bviiitiaen o 1,608
Tl oo st o wetssm ot 1o ST i D e e e e e e e e 2 725
Totals......... 3,021...... 856...... 335...... 197...... 103....... 56........ 8..::: 4576......... 3,593,251

The median attained age for Municipal Division members was 35.9 years, and the median service was 3.8
years. This assumes even distribution throughout the median interval.
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Judges Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service - 12-31-74

Active members included in the JUDGES DIVISION valuation totaled 203, involving monthly salaries totaling
$381,774 ($4,581,288 annually).

Attained
Age Number With Indicated Years of Credited Service Monthly
Groups 0-4 5-9 10-14 15-19 20-24 25-29 30 & Up Totals Salaries
2529 ............ ) (SRS SRS S O T e T L PN S SR PSP I Y | P $ 833
30-34 ............ e TP o e e T e T B ol i b hat o bl wtie w1 s i 5o aa ' » 194 & o4 o /ei e e o 501 505 = oo e D e s e hs whe e 6,760
35-39 ........... [0 J 6.5 .0t v IR o s o et o sl s e ot w0 s s £ e e ad Wil el o) i) o et g il a et | |7 2 26,966
40-44 ... ........ 9........ K [ L e B PO A 16 ..o ee.. 28,852
45-49 ... ....... ) [ [P gar oy A0 o500 655 50s 5 605 46w i 5 3 6t S8 S0 6 6 5 o 0 873 o8 0 & 05 3 0o 06 % o3 28. ... 55,337
50-54 ........... 13 is5595 125 .5k 14 <554 Vo0 5 508 5,05 3 o 55 5860 05 700 0 51 o 38 SLE o A B c: [ 79,451
55-59 ............ 9........ 5...... 16........ [P R FEPIP D= PO <7 O 68,524
60 ............. ... 2 4........ 2 AN 1)L /R P 19,394
(S - & Y B8 v % s G P P s R D U D o s e P e 1 11 R 19,842
B2 % o o i o s st st v e s s 2 e D2 & Gy ]| e e Che S D SR S I B ot B 10,042
63 ............. Basnsanensmanmsnsih Wi s 5 0 % 9 5 0 Bkt 05 56 5 18 ek 8 1080 e 3 0 B 0 8 8 e L 8,832
(o A A 2.0 ..., L L NP S, - S SRS SR SUP SO I S PETR S T otonwsmites 12,634
BB & v iy n e eh e s e e 2........ Yt s 01w s 02 s s o oo T a0 i a7 S i ik o o o e eyt s i e e Y TN 6,499
66 ............. Vi omsoeommsmemdens e Moo 2ol . | N S L 9,916
67 ... 2 . ¢ o B it P S s A e T I (3 6 I B e R R LN i o (< J 9,146
B8 ... T B TT T 1 e el A B G T P 5,499
B9 i nini i e s s s i 5 5 0 s s o o o e 6 98 8 s B W o 06 808 0 0 8 < 1 PP I 3,124
0 P L 7 [ 2. . 1000, e T PPy B simanismaisen 7,790
Pl e vmwnmen PR P P s st e . P E I, L S 2,333
Totals........... ... 54....... 82..:%..% 9........ 4.0 < L | 203.......... $381,774

The median attained age for Judges Division members was 54.3 years, and the median service was 7.8 years.
This assumes even distribution throughout the median interval.
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Principles

Financial Principles and Operational Techniques of PERA

Promises Made, and Eventually Paid. As each year is completed,
PERA in effect hands an “IOU” to each member then acquiring a year
of service credit — the "“IOU” says: “The Public Employees’ Retire-
ment Association of Colorado owes you one year's worth of retirement
benefits, payments in cash commencing when you qualify for retire-
ment.”

The related key financial questions are:

Which generation of taxpayers contributes the money to cover the
10U?

The present taxpayers, who receive the benefit of the member’s pre-
sent year of service?

Or the future taxpayers, who happen to be in Colorado at the time
the IOU becomes a cash demand?

The law governing PERA financing Intends that this year's tax-
payers contribute the money to cover the IOUs being handed out this
year. By following this principle, the employer contribution rate
will remain approximately level from generation to generation
— our children and our grandchildren will contribute the same
percents of active payroll we contribute now.

(There are systems which have a design for deferring contributions
to future taxpayers, lured by a lower contribution rate now and put-
ting aside the consequence that the contribution rate must then relent-
lessly grow much greater over decades of time — consume now, and
let your children face your financial pollution after you retire.)
See chart on next page.

An inevitable by-product of the level-cost design is the ac-
cumulation of reserve assets, for decades, and the income produced
when the assets are invested. Invested assets are a by-product and not
the objective. Investment income becomes in effect the 3rd contributor
for benefits to employees, and is directly related to the contribution
amounts required from employees and employers.

Translated to actuarial terminology, this level-cost objective means
that the contribution rates must total at least the following:

Current cost (the cost of members’ service being rendered this year) .
.. plus.. .

Interest on Unfunded Accrued Liabilities (unfunded accrued lia-
bilities are the difference between: liabilities for members’ service
already rendered; and the accrued assets of PERA).

Computing Contributions to Support Fund Benefits. From a given
schedule of benefits and from the employee data and asset data fur-
nished him, the actuary determines the contribution rates to support the
benefits, by means of an actuarial valuation and a funding method.

An actuarial valuation has a number of ingredients such as: the
rate of investment income which plan assets will earn; the rates of
withdrawal of active members who leave covered employment be-
fore qualifying for any monthly benefit; the rates of mortality; the
rates of disability; the rates of salary increases; and the assumed age
or ages at actual retirement.

In making an actuarial valuation the actuary must assume what
the above rates will be, for the next year and for decades in the future.
Only the subsequent actual experience of the plan can indicate the
degree of accuracy of the assumptions.

Reconciling Differences Between Assumed Experience and Actual
Experience. Once actual experience has occurred and been observed,
it will not coincide exactly with assumed experience, regardless
of the skill of the actuary and the millions of calculations he
made. The future can be predicted with considerable but not 100 per-
cent precision.

PERA copes with these continually changing differences by
having annual actuarial valuations. Each actuarial valuation is a
complete recalculation of assumed future experience, taking into
account all past differences between assumed and actual experi-
ence. The result is continuing adjustments in financial position.
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Cash Benefits Line. This relentlessly increasing line is the fundamental reality of retirement plan
financing. As the ratio of retired to active, working members rises, the benefits paid rise as a percent of payroll.

The line increases over time even if new benefits aren't added. It increases regardless of the financing
method being followed.

Level Contribution Line. Determining the level contribution line requires detailed assumptions con-
cerning experiences in future decades, including:

Rate of withdrawal of active members (turnover);
Rate of mortality;

Rate of disability;

Age at actual retirement;

Rate of pay increase;

Investment income;

Change in active member group size.
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Per Capita Reserves

Fiscal Years 1973-1975

Present Members’ Future

Retired Reserve Deposits Retired Reserve

STATE June 30,1973................ (R} e sooononoootanc $3E108Ripm s A $1,404
DIVISION June 30,1974................. Kl kR) o vooaosnovoastons ST o nonohan OO T 1,924
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The table above shows some important facts about the three main
reserves in the PERA financial structure — reserves for presently re-
tired, members’ deposits, and the reserves for future retirees.

Using the State Division as an example on 6-30-75, if you divide
the reserve established for those already receiving retirement annui-
ties by the total number of those recipients, you end up with $33,502
per retiree. If you divide the total individual deposits by the total
active membership, the result is $3,800 per active member. The reserve
for future retired is used with active members’ own deposits to finance
the retirement of each retiring member. This reserve divided by the num-
ber of active members nets $2,219 per member.

PERA annuities are fully funded. This means that once a member
retires, there is enough money set aside to pay his annuity for the rest
of his life without additional member or employer deductions. The
Present Retired Reserve is the largest of the three on a per capita basis.
Its growth in each Division from year to year indicates the higher retire-
ment amounts being paid.
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The member’s personal deposits are only used for the member’s
own benefit or his survivor’s benefit.

The Future Retired Reserve is a pooled fund containing employer
deductions and interest within each Division. It helps fund benefits
earned by active members over their careers. When an individual is
granted a benefit at retirement, which is determined according to the
provisions of state law, a portion of the Future Retired Reserve is com-
bined with the member's deposits and placed in the Present Retired
Reserve to pay his benefit.

NOTE: The figures presented above are per capita reserve figures
based on the actuarial assumptions in effect on each date. Some of
the figures presented in the table above are not identical to figures
shown for the same items in last year's Statistical Supplement. The
date used for that Supplement does not reflect the effect of the ac-
counting entries which were made during the 1974-75 fiscal year.




Assumptions Used By Actuary

(For State, School, and Municipal Divisions only)

1. The interest rate used in making the valuation was six percent per annum, compounded annually.

2. The mortality table, for post-retirement mortality, used in evaluating annuities to be paid, was the
1960 Group Annuity Mortality Table, set back no years for men and set back five years for women as shown
below.

Single Life Retirement Values
Based on 1960 Group Annuity Mortality & 6% interest

Present Value of
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3. The salary scale, showing present salary assumed to result in a salary of $1,000 at age 60.

Present Salary

Sample Resulting in
Ages Salary of $1,000 at Age 60 o e
20 $ 138 45 557
25 191 50 694
30 255 55 843
35 336 60 1,000
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4. The probabilities of age and service retirement for members eligible to retire. For State and Municipal
Division members, eligibility for superannuation retirement was assumed to be age 55 and 30 years of service,
or age 60 and 10 or more years of service. For School Division members, eligibility for superannuation retire-
ment was assumed to be age 55 and 35 years of service, or age 60 with 10 or more years of service.

Percent of Eligible Active Members

Retirement Retiring Within Next Year — By Division
Ages
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5. The probabillities of separating from service due to death or withdrawal. For State and Municipal
Division members, the probabilities of withdrawal are applicable to active members under age 40 or with
less than 10 years of service. For members over age 40 with 10 or more years of accrued service, the prob-
abilities of withdrawal reduce to 50 percent of the values shown in the State Division, and to 20 percent
in the Municipal Division.

In the School Division the probabilities of withdrawal are applicable to active members with less
than 10 years of service. For members with 10 or more years of accrued service, the probabilities of withdrawal
reduce to 10 percent of the values shown.




Percent of Active Participants Separating Within Next Year

State School Municipal
Sample Ages Men Women Men Women Men Women
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6. The entry age normal cost method of valuation was used in determining superannuation annuity lia-
bilities and normal cost.

7. In financing unfunded accrued liabilities, active member payroll was assumed to increase 3 percent
a year.

Actuarial Assumptions for Judges Division

1. The Interest rate used in making the valuation was six percent per annum, compounded annually.
2. The mortality table, for post-retirement mortality, used in evaluating annuities to be paid, was the
1960 Group Annuity Mortality Table, set back no years for men and set back five years for women.
Single Life Retirement Values
Based on 1960 Group Annuity Mortality & 6% Interest
Present Value of

Sample Present Value $1.00 Mo. the First Year Future Life
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3. The salary scale, showing present salary assumed to result in a salary of $1,000 at age 65.

Present Salary
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4. The probabllities of age and service retirement for members eligible to retire. Eligibility for super-
annuation retirement was assumed to be age 65 with 10 or more years of service.

Retirement Percent of Eligible Active Members
Ages Retiring Within Next Year
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5. The probabilities of separating from service due to death or withdrawal. The probabilities of with-
drawal are applicable to active members with accrued service less than 10 years. For members with 10
or more years of accrued service, the probabilities of withdrawal are zero.

Percent of
Active Members Separating
Sample Within the Next Year
Ages Men Women
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6. The attaired age normal cost method of valuation was used in determining superannuation annuity
liabilities and normal cost.

7. In financing unfunded accrued liabilities, active member payroll was assumed to increase 3 percent
a year.




Computed Employer Contribution Rate

Computed Employer Contribution Rate
Expressed as Percents of Active Member Payroll

State School Municipal Judges
Contributions for
Current Cost:
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