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Introduction

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 actuarial
information used by the Retirement Board in managing the Public Em-
ployees’ Retirement Association.

In the financial report, the June 30, 1976, audited financial reports are
presented with accompanying auditor’s statement and notes. This sec-
tion also deals with the growth and composition of the asset structure of
the fund. Investments of the portfolio are listed as of June 30, 1976.

The actuarial report deals with the fundamental reality facing
PERA—the growth of PERA, in terms of both people and doliar 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, 1975. Data on retired lives is
listed as of June 30, 1976.

Members contribute 7% 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’ contributions
vary according to Division. These contributions are determined 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 third year for this Annual Statistical
Supplement. We hope that this year’s report will also be of interestto you
and will be helpful in understanding and evaluating the program.

January, 1977 Public Employees’ Retirement

Board of Colorado

1300 Logan
Denver, Colorado 80203

How the Plan Operates

The PERA retirement plan was established in 1931, and began by
covering only state employees. The plan has been greatly extended since
that time and now includes employees of the State of Colorado, of all
school districts in the state except Denver, and the employees of several
municipalities, public health departments, and other local governmental
agencies.

This plan is recognized as among the best in existence. Its purpose is
to provide income to members and their families when they need it most
— at retirement or in case of death or disability.

The Public Employees’ Retirement Association is a joint-contribu-
tory retirement plan, operating on an actuarial reserve basis.

Here are a few facts regarding the retirement system:

THE RETIREMENT ACT: The law governing the Public Employees’
Retirement Association of Colorado is Article 51 of Title 24, Colorado Re-



vised Statutes, 1973, as amended. The last amendatory legislation was
enacted in 1976.

Complete copies of the law are available at the Retirement Office.

ADMINISTRATION OF SYSTEM: The administration and responsi-
bility for the proper operation of the Association are vested in the Public
Employees’ Retirement Board of Colorado which is made up of fourteen
members, as follows:

Five representatives elected by members from the School Division.
Four representatives elected by members from the State Division.

Two representatives elected by members from the Municipai Divi-
sion.

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 Gen-
eral. 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 bene-
fit liabilities accrued under the retirement program. The PERA Board
submits an annual actuarial valuation report to the Legislative Audit
Committee and the Joint Budget Committee of the Colorado 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 Legislative
Committee.

Administrative expenses of the Association are paid from the $5
membership 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 responsibility of investing the

funds in a prudent and discretionary manner and limits investments in
common and preferred stocks to 30 percent of the portfolio.

CONTRIBUTIONS BY MEMBERS: Effective July 1, 1973, members
of the State, School, Municipal Divisions make deposits of 7-%% of salary
paid including pay for overtime and additional duties but excluding
reimbursement of expenses. Deposits are posted to individual accounts
for each employee. The accumulated amount in each account will be
used for the employee’s benefit if he remains in service. If he leaves
service, he may withdraw the amount of his contributions without
interest, or he may, if he has five or more years of service, elect adeferred
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, Munici-
pality, other political subdivision — will be making contributions on
behalif of their employees. Rates for PERA Divisions differ. The Divisions
include State Division, School Division, and Municipal Division.

The employer’s contributions are determined on the basis of actua-
rial valuation and will provide the amount of money needed, in addition to
the employee’s own contributions, to provide the allowances 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.

Most State Division employers pay 10.64 percent of payroll. (Both
employee and employer rates are greater than regular state rates for cer-
tain wildlife officers and for members of the Colorado State Patrol.)
School Division employers pay 12.10 percent of payroll. Municipal Divi-
sion emplovers pay 9.86 percent.

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 member who wishes
information which is not given in this booklet may write for further infor-
mation to:

PUBLIC EMPLOYEES’' RETIREMENT ASSOCIATION
1300 Logan
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 Municipal
Divisions. The reader is reminded that this is only a brief explanation;
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 addi-
tion 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 amonthly 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 unmarried
and in school. If you leave no eligible children or after benefits have been
paid because of the children, your widow or widower will receive a month-
ly benefit beginning at his or her age of 60, earlier if you have more ser-
vice. 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 requirement. If 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

Most members 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 employment.

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 credited service would receive a
monthly annuity of 50 percent of Final Average Salary.

The formula used to compute your retirement benefits is:

2% 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 in full to service after July 1, 1969, under current law.)
Maximum-70%

This formula is reduced in certain cases.

|
|



NUMBERS OF ACTIVE MEMBERS BY DIVISION 12-31-75
(Further Distribution According to Sex)

State Division School Division Municipal Division
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PeEAT, MARWICK, MITCHELL & 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, 1976 and the related
combining statements of revenue and administrative expense and changes in reserve
accounts for the year then ended. Our 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.

In our opinion, the aforementioned combining financial statements present fairly
the individual financial positions of Public Employees' Retirement Association of
Colorado (consisting of State Employees', School Employees', Municipal Employees'
and Judges' Divisions) at June 30, 1976 and their 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 25, 1976 on the financial state-
ments of each of the divisions for the years ended June 30, 1976 and 1975. The
columns on the accompanying financial statements captioned ''Combined total -
Memorandum Only" are not necessary for a fair presentation of the financial state-
ments, but are presented as additional analytical data.

?ug M s WAL < .

August 25, 1976




Combining Balance Sheet

with comparative combined totals for 1975

June 30, 1976

Assets
Municipal School State Combined total
Employees’ Employees’ Judges’ Employees’ {(Memorandum only)
Division Division Division Division 1976 1975
GBS i i s osmeisinemamems @eam s o s o dmaEsEesms®i @ s $ 40,559 ... .. 1,315,529....... 69,636...... 844,182....... 2,269,906....... 2,036,267
Receivables:
Member and employer contributions ................ 779,493 ... .. 5,330,576....... 80,781..... 6,635,972..... .12,826822...... 11,618,702
Dividends and accrued interest on investments ...... 795,242 ....8,970773: . ;.. 142,290. .. .. 7,147915...... 17,056,220...... 13,432,374
L = S S R . 89915 2055 998,650........ 5,336 : oo 878,894....... 1,822,795 . oo 0555 322,474
1,614,650... 15,299,999...... 228,407... 14,662,781...... 31,805,837...... 25,373,550
Investments (note 2):
Temporary investments, at cost .................... 1,252,042 ... 18,528,055...... 174,624... 15285,994.... .. 35,240,715... ... 41,128,266
Corporate obligations, at amortized cost ......... 31,730,966 .. 365,081,619..... 5,052,352.. 292,281,996. .. .. 694,146,933. .. .. 590,585,140
Stocks, @t COSt .ot 6,518,929... 93,543,269..... 1,241,161... 72,725,453. . ... 174,028,812..... 152,957,485
United States Government obligations, at
amortized COSt . ...t 2,965,299 ... 45,744,2083...... 534,955... 33,215,759...... 82,460,216...... 49,159,089
First mortgages, at amortized cost ................. 4,329,311... 86,843,052...... 670,969... 60,200,281..... 152,043,613..... 115,806,495
Total investments before unamortized
yield adjustment. ... 46,796,547 .. 609,740,198. .. .. 7,674,061.. 473,709,483...1,137,920,289.. ... 949,636,475
Unamortized yield adjustment . ..................... 1,212,877 v 550 s « 7,479,060. ..... 227,244 . ... 5,595,335 . . .. 14,514,610...... 15,443,631
48,009,518.. 617,219,258. .... 7,901,305.. 479,304,818...1,152,434,899.. ... 965,080,106
Land; at COST iw s comn vomun smumsswpmsmseains omewsanm s — — — e 180,000........ 180.000. . ...« 180,000
Construction in progress (note 4) .............coovvnn — — — s 2,504,359....... 2,504,359........ 385,073
Equipment and fixtures, at cost, less accumulated
depreciation of $95,552 in 1976; $91,849 in 1975.... — . — . — .. 61696...:..:::. 61,696.......... 59,978
Total real assets .. cix. s inenissassssncnsirses 49,664,727.. 633,834,786. . ... 8,199,348.. 497,557,836...1,189,256,697..... 993,114,974
Estimated obligation of employers for prior
Service (CoNtra). . .....c..evveiniieeniniineeannns 24,710,951.. 324,880,882. .... 1,146,705.. 320,818,114..... 671,556,652. . ... 582,509,667
$74,375,678 .. 958,715,668. .. .. 9,346,053. . 818,375,950. .. 1,860,813,349. .. 1,575,624,641




Liabilities and Reserves

Refunds and other liabilities payable

Reserve accounts:
Contributions:
Members' deposits
Employers’:
Accumulation

Actuarial requirements (contra)

Annuity:

Annuitants’ retirement
Survivors' benefit ...............
Deferred annuitants’
Deferred survivors’ benefit

Insurance dividend reserve (note 3)
Total reserve accounts

Commitments (note 4)

............... 1,434,576
............................ 239,403
...................... 146,633

Municipal School State Combined total
Employees’ Employees’ Judges’ Employees’ (Memorandum only)
Division Division Division Division 1976 1975
$ 215490...... 918,405........ 1,487..... 1,583,494....... 2,718,876....:::« 1,798,018
14,765,730 .. 178,727,643..... 1,929,158.. 149,690,326.....345,112,857..... 296,810,405
16,228,975 .. 233,499,809..... 2,983,736.. 102,069,607.....354,782,127..... 278,690,440
24,710,951 .. 324,880,882. .. .. 1,146,705.. 320,818,114.....671,556,652. . ... 582,509,667
55,705,656 .. 737,108,334. .. .. 6,059,599.. 572,578,047...1,371,451,636... 1,158,010,512
16,633,920 .. 208,288,956. .. .. 2,578,647.. 224,059,644.....451,561,167..... 384,429,622
..... 6,416,011...... 653,861... 10,892,053......19,396,501......17,063,535
..... 5,531,677....... 52,459.....4,094,808.......9,918,347.......9,267,864
...... 452,285. . — ......857531.......1,456,449.......1,314,196
18,454,532 .. 220,688,929..... 3,284,967.. 239,904,036.....482,332,464. . ... 412,075,217
= .. — .. — ... 4,310,373 ... . 4,310,373, .: .. .. 3,740,894
74,160,188 .. 957,797,263. .. .. 9,344,566. . 816,792,456. .. 1,858,094,473...1,573,826,623
$74,375,678 .. 958,715,668. . . .. 9,346,053.. 818,375,950... 1,860,813,349. .. 1,575,624,641

See accompanying notes to combining financial statements.



Combining Statement of Revenue and Administrative Expenses
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Year ended June 30, 1976
with comparative combined totals for 1975

Municipal School State Combined total
Employees’ Employees’ Judges’ Employees’ (Memorandum only)
Division Division Division Division 1976 1975
Revenue:
Interest income:
Corporate obligations. ...........ccoiiiiiieaann $2,286,451 ... 26,525,435...... 366,088... 21,421,651... 50,599,625... 39,748,352
United States Government obligations ............... 157,707 .... 2,135,017....... 35,023.... 1,489,085.... 3,816,832.... 3,139,306
First mortgages. ... cciuiwrenvreinsnsasovossosssie 225217 .... 4,344186....... 40,679.... 2,981,938.... 7,591,920.... 5,203,454
Temporary investments .......... ..o 81572 :cieis 92710055645 12,491...... 871,170.... 1,892,333.... 2,528,030
Dividend iNCOME . ...ttt 206,997 .... 2,997,269....... 41,441.... 2,340,591.... 5,586,298.... 4,558,969
Gain (loss) on sale of investments, net.................... (40,319) ...... 503,564....... 10,810...... 305,006. ..... 779,061...... 992,831
Amortization of premiums and discounts on
investments, Net . ...t it 147,726 .... 1,287,326....... 30,722.... 1,043,564.... 2,509,338.... 2,323,963
Membership feeS .. ...t 4350 ..... .. 41620.......... 110....... 32,205, ;54,25 78.285.....x. 86,275
(@] (1= G = S 53382 iviv.s 132,570........ 2,227 . .. 111,620.......... 251,649...... 171,896
3,075,033 ... 38,894,087...... 539,491... 30,596,730... 73,105,341. .. 58,753,076
Less amortization of yield adjustment...................... 96,824 .- x 461,680....... 12,112, ¢ e 380,039...... 955665...... 908,036
2,978,209 ... 38,432,397 ...... 522,379. .. 30,216,691... 72,149,676... 57,845,040
Administrative expenses (N0t 5) .........o.ovevreinreirenusen.. 71,397 v ovvs- 739,566, ..y .u. 3,706. ..., 555,349.... 1,370,008.... 1,182,875
Excess of revenue over expense
distributed to reserve accounts ............. $2,906,812 ... 37,692,841, . .. 518,673. .. 29,661,342. .. 70,779,668... 56,662,165

See accompanying notes to combining financial statements.



Combining Statement of Changes in Reserve Accounts
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Year ended June 30, 1976
) with comparative combined totals for 1975
Municipal School State Combined total
Employees’ Employees’ Judges’ Employees’ (Memorandum only)
Contributions: Division Division Division Division 1976 1975
Members........coiiiiiiiii $ 3,841,989 ....35,767,557 ...... 352,028 ....33,003,125 ....72,964,699 ....63,517,341
Employer ... e 4,792,365 ....53,619,957 ...... 594,184 ....45,007,723 ... 104,014,229 .... 86,117,643
8,634,354 ....89,387,514 ...... 946,212 ....78,010,848 ... 176,978,928 ... 149,634,984
Excess of revenue over expense...................... 2,906,812 ....37,692,841 ...... 518,673 ....29,661,342 ....70,779,668 .... 56,662,165
Cost of living adjustments appropriated by the
Colorado State Legislature .......................... 50,734 ...... 654,143 ..... — .. 1,032,733 ..... 1,737,610 ....... 621,462
Transfers for split annuities:
From School Employees’ Division to State
Employees' Division ......................... —  seswss (433,498). .. .. - eeanes 433,498 .. = . .
From State Employees’ Division to Municipal
Employees’ Division .......... ... . i 316 s — — . (316). . — e —
From Judges’ Division to State Employees’
DIVISION . ..ot — s = cewms (11,440)...... .. 11,440 — -
Refunds due to withdrawal of participating members . (1,090,616) .... (6,275,040)....... (18,681).... (5,783,528)... (13,167,865)... (11,022,125)
Benefits paid to annuitants.......................... (1,504,910) ... (18,904,042). . .. .. (273,752)...(20,759,748) ... (41,442,452) ... (34,452,224)
Increase in estimated obligation of employers
for prior service, adjusted to actuaries’
1 certificates ............. .. 5,418,316 ....28,773,808 ...... 307,255 ....54,547,606 ....89,046,985 ....35,427,903
Insurance dividends received net of paid-in
insurance and administrative expenses (note 3) . — .. — ... = 334976 ....... 334,976 ....... 347,513
! Net increase fortheyear................ 14,415,006 ...130,895,726 ..... 1,468,267 ...137,488,851 ...284,267,850 ... 197,219,678
Balance, beginningofyear.......................... 59,745,182 ...826,901,537 ..... 7,876,299 ---679,303,605 . 1,573,826,623 . 1,376,606,945
Balance,endofyear............................... $74,160,188 ...957,797,263 ... .. 9,344,566 ...816,792,456 . 1,858,094,473 . 1,573,826,623

See accompanying notes to combining financial statements.



Notes to Combining Financial Statements

June 30, 1976
I | |
m
Income is recognized when the notes are sold.

(1) Summary of Significant Accounting Policies

12

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 separate actuarial information.

Employer Contributions

The effective statutory employer contribution rates ranged from
9.86 to 12.10 percent of active member payroll. The Associa-
tion’s actuary uses the “entry age normal” (“attained age nor-
mal” for Judges' Division) actuarial method to determine annuity
liabilities and normal costs. As of December 31, 1975, after
considering current cost contributions, the actuarially
computed number of years necessary to accumulate assets to
fund the actuarial liability for prior service ranged from 24
to 39 years. Such computations exclude the undistrib-
uted 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 $671,556,652
computed as of December 31, 1975 is presented in the balance
sheet as estimated obligation of employers for prior service
and as an employer reserve titled “actuarial requirements.”

Members’ Deposits

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

Annuity and Deferred Annuity

Annuity and deferred annuity accounts are recorded at amounts

sufficient to reflect the actuarially computed discounted ac-
crued liability of each reserve.

Investments
Temporary investments, consisting of corporate notes, are shown
at purchased cost. Maturities are generally less than 30 days.

Stock investments, principally common stock, are recorded at
purchased cost. Dividend income is recognized when dividends
are payable. 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 investment.

Unamortized yield adjustment on bond exchanges reflects the
deferral of losses when bonds are exchanged for similar
bonds to achieve a higher yield. These losses are amortized
to the respective earliest maturity date of the new bond acquired
or the old bond exchanged. Losses of $26,646 and $1,849,182
on bond exchanges were deferred during the years ended June
30, 1976 and 1975, 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 deprec-
iable 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 members in the division to the total membership in the Assoc-
iation.



(2) Investments

A summary of investments as of June 30, 1976 with comparative combined totals is as follows:

1976
Combined 1975 Combined
Municipal School State (Memorandum only) (Memorandum only)
Employees’ Employees’ Judges’ Employees’ Market Market
Division Division Division Division Total value Total value
Temporary investments,
at cost:
Face value .... $ 1,255,000 s ooe 18,575/000. : .5 oo 175,000..... 15,325,000..... 35,330,000.................... 41,265,000...............
Less discount ....... 2,958 sicsemins 46,945 ..: 5550550 376 . vvs v s 39,006......... 89,285, ... ... e 136,734
_$ 1,252,042 ....18,528,055........ 174,624..... 15,285,994..... 35,240,715..... 35,240,715. .. .. 41,128,266. .. .. 41,128,266
Corporate obligations, at
amortized cost:
Par value...... $33,903,896 ..380,460,667...... 5,395,712....304,390,510....724,150,785. .. .. .......... .... 619,759,054 . .. . siovi5 50 555 5
Less discount,
11-) PR 2,172,930 ven. 15,879;048. . ....5. 343,360..... 12,108,514..... 30,003852.................. .. 29,173,914
$31,730,966 +: 369,081,619 55 .5 5,052,352....292,281,996....694,146,933....633,003,5283. ... 590,5685,140. ...516,367,698
Stocks, at cost .. $ 6,518,929 ....93,543,269...... 1,241,161..... 72,725,453....174,028,812....194,639,308. ... 152,957,485. ... 162,715,085
United States Government
obligations, at amortized
cost:
Par value.... $ 2,964,020 ....45943274........ 534,955.....33,259,606..... 82,701,855, . oo vt cvneiia e s 49,424318...............
Less dis-
counts (prem-
ium), net ....... (1,279) ........ 199,071...... — .. 43,847 : - w5 241639. ... .o 265,229...............
$ 2,965,299 ....45744203........ 534,955 + 5. 33,215,759 « 414 82,460,216..... 75,316,395.. ... 49,159,089..... 40,943,205
First mortgages,
at amortized cost:
Face value .. $ 4,523,066 ....90,098,961........ 721,013.....62,848,745....158,191,785. . .......... ... .... 122,610,068...............
Less discount,
net............ 193,755 ...... 3,255,909......... 50,044......2,648,464...... B VA T2 i oos s om0 35558 00 6,808,573 1 vecs 0 nswomsns
$ 4,329,311 ....86,843,052 v70,969. ....60,200,281....152,043,613....141,844,341....115,806,495. .... 94,951,680
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(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
insurance 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, 1976 and 1975 were as follows:

1976 1975
Balance at beginningofyear.............. $3,740,894 .... 3,191,468
Excess of revenue over expense allocable
toinsurancereserve...............c....... 234,503 ....... 201,913
Dividends received from insurance company ..565,621 ...... 572,315
Paid-up life insurance purchased ............ (198,959)..... (194,553)
Reimbursement to divisions for administrative
expenses relating to insurance program . ... .. (31,686)....... (30,249)
Balance atendofyear.................... $4,310,373 .... 3,740,894

(4) Commitments

At June 30, 1976, the various divisions were committed to purchase
investments at an aggregate cost of $32,300,000.

The Association has an agreement to lease office space at a base
cost of $5,200 per month. The agreement is cancellable up-
on 30 days notice.

The Association entered into an agreement to construct an office
building at a cost of approximately $3,306,000 on which
$2,504,359 was expended as of June 30, 1976. The amount ex-
pended is included in the records of the State Employees’
Division. Construction is scheduled for completion prior to
December 31, 1976.

(5) Administrative Expenses
The following is a schedule of administrative expenses for the
years ended June 30, 1976 and 1975:

1976 1975
Salaries ... $ 737,362....... 637,363
EmMpIoyee benefits ..o wen s vsssmsnonsinessnmms 84,113........ 73,796
Professional services:

Investment counsel ............. ...t 124,076....... 110,000
Actuarial ...t 16,850........ 18,150
ACCOUTTEITIO : 1« i 5 500 555 w1t e w1858 0 ot s s n i soovrs 25,650........ 25,000
Equipment servicingandrent .................. 93,011........ 79,499
OFfiCE FENL: . ... o cicoie s e siin 0w 5560w 505 55 406 4878 7 62,468........ 62,775
BI=To]fcleiT: 1] o ] [N PSR s 18,924........ 17,226
Stationery, printing, and office expenses........ 56,052........ 56,985
POSTAGE 05015 655 50 o0 51513 5ot w8 9060508 51 omhms 58 8580 180 61,339. ;000555 36,193
Telephone :::wecussismmsssiiesesonsissssssssis 13543........ 10,139
Medical examinationfees ...................... 54,754........ 42,298
Board member expenses..............iii.... 12,285 ........ 11,770
Other,net ... i 41,267 .00 iios 31,930
1,401,694..... 1,213,124

Less reimbursement by Group Insurance
Department ....... ... .. . i, 31,686........ 30,249
$1,370,008. . ... 1,182,875
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PERA Investment Policy
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Goal

The function of the Public Employees’ Retirement Association is to
provide present and future retirement or survivor benefits for its mem-
bers. In keeping with that function, the preservation of capital is of pra-
mount importance. Every effort will be made to manage the portfolio so
that benefits can be paid from regular income and not from contributions
or anticipated appreciation of investments. A substantial improvementin
the funds’ rate of return over a reasonable period of time should allow
consideration of reduction of unfunded accrued liabilities, improved ben-
efits, or reduced contributions, maintaining a level contribution fund.

Policy

The fund is long-term in nature and the selection of investments is
regulated by (1) statutory limitations, (2) limits of acceptable risk and (3)
the objective of a maximized total rate of return. Approval of all pur-
chases and sales of investments is vested by law in the PERA Board. The
Investment Officer is authorized to execute investment transactions on
behalf of the Board as permitted under these policy and procedures state-
ments.

Investment decisions shall be made within the framework of the goal
established for the rate of return, limits of acceptable risk and fund ob-
jectives. At any point in time, certain types of investments have greater
relative attractiveness than others. To maximize the realized rate of
return, it is necessary to determine the relative values ascribed to differ-
ing types of investments within a given investment environment.

The Association believes that individual holdings should stand alone
on merit as well as complement the entire group of holdings.

Diversification shall be considered as part of the effort to minimize li-
quidity risks, maximize total rate of return and limit exposure to unantici-
pated business risks. Since the portfolio is long term in nature and is con-
structed to avoid the necessity of liquidating holdings to meet benefits
payments, liquidity is not a first consideration; however, every reason-
able effort will be made to provide protection for the portfolio in future de-
teriorating markets.

No holding will be considered a “permanent” part of the portfolio.
Any security can be sold at any time either to maximize gains or to mini-
mize losses. The portfolio shall be continuously monitored in order to
identify such instruments as over valued stocks or low yield bonds in
order to take appropriate action.

Investment in foreign securities shall not be considered. This will not
be construed to mean that securities of American companies doing busi-
ness in foreign countries will not be considered.

Generally Accepted Accounting Principles (GAAP) will be followed
in accounting for the portfolio; however, GAAP should not restrict in-
vestment decisions. The deferral and amortization method will be used
for bond exchange transactions. Securities will be recorded at adjusted
cost; market values will be reported to the Board quarterly. The firm
engaged for the annual audit shall be consulted when questions con-
cerning accounting procedures arise.

An annual evaluation will be conducted by a performance evaluation
service of the investment industry. In addition the annual external audit
and the annual actuarial valuations shall be reviewed in conjunction with
the evaluation of investment performance. All evaluations will be related
to the Association’s stated goals. Because these goals are long-term, cu-
mulative performance results will be considered as more important than
performance in any one year.

15
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Investment Portfolio Distribution

(At Cost)
As of June 30, 1976

CorporateBonds ............cccvviinnnne. 66.1%
Corporate Stocks ... 15.4
Mortgages ..........ooiiiriiiiiiiiiiiiinnnn. 13.2
OINBE . vvinaimesw e simessansms aomssasesssos 3.1
U.S. Treas. Obligations ...................... 2.2
TORAN .- o et ne o oot mimr oatimma e o o < mte e e B 8 5 100.0%



Fixed Income Securities

Cost
$ 35,240,715

101,684,532
146,149,328
...9,112,203

280,406,464
. 65,119,958
143,382,159

Market Value
June 30, 1976

.. $ 35,240,715

.... 80,738,353
... 123,203,233
...... 8,373,625

... 275,685,022
.... 59,941,582
..._135,093,090

$745,854,644

. 24,497,113

148,840,027

.. $683,034,905

.... 24,479,287

..._141,871,095

Par Value
Short term investments - Less than30days............................ $ 35,330,000 ....
Corporate Obligations
Bonds
Public Utilities = TRIEDNOMNE & s s ass smsmwmas sm s st s o cm s ie 5805 w5 111,597,000 .....
Public Utilities = EICCIIC & GaS . cu:vemioniaisinimninssinsneinissine 155,148,069 ... ..
Public Utilities - Gas & Pipeline .........c.vviiiiriiiiiiiiiiiiiinnn, 9,350,000 .....
Industrial. ... e e 293,384,434 . . ...
TranSPOrtatioN ... e e 65,610,446 .. ...
FINANGIAD 5 ¢ 5 e v 0 05 0 505 o500 616 51008 505 55 600 8 508 807 S #8408 30 6 0 8 m e 146,262,692 .....
Total Corporate Obligations. . ...ttt eaieaenns $781,352,641 ....
U, 8. Treasury OBIGAtIONS « . .. iuwsmeis in s iss men st a6 se 6555 as s oo s 24,500,000 .....
Other Debt Obligations
Mortgages, Contracts & Notes. ... ... 158,191,784 ... ..
Total Fixed Income Securities ...............ooiiiiiiiiiiiinieanns. $999,374,425 . . ..

Convertible Securities
Convertible Bonds . ...ttt e $

Preferred Stock

1,000,000 ...

Public Utilities. ... 5,000 (shs) ....

$954,432,499

. $ 1,000,000....

$  500,000....

.. $884,626,002

$ 820,000

$ 259,375

17



Common Stocks
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Science & Technology

Business Equipment
International Business Machines Corporation

Xerox Corporation ...ttt
Total Science and Technology .........................

Consumer Products & Services

Automotive

Ford Motor COMBANY . ous « s e s 55550 5nd is 5 85 86500 m 5 o0
General Motors Corporation ..........ccoviiiiiiiinn...

Broadcasting

(EBS! IE: - 2130 kit ko i 912 i o B Rome e et sl s o 205 o5 ool 35 i

Building and Building Products

Armstrong Cork Company ..........ccoiveieiviiinnnennnn.

Drugs, Cosmetics and Hospital Supplies

American Home Products Corporation....................
Avon Products Incorporated ............. . ...
Bristol-Myers Company ............ooviiiiiiiinnn..
Johnson & Johnson ... ... ...
Pfizer Incorporated ........... ... i
Schering-Plough Corporation ........e.oceeeevivencceneans
Warner-Lambert Company ..........coviiiiiinnn..

Food, Beverages and Tobacco

General Mills Incorporated ..............ooiiiiiiiiiint.
Heublein Incorporated . ......o w0 cviossssesinsonsressnans
Philip Morris Incorporated .......c.cs eiasmsssizsiusssnsmss
Ralston Purina Company..........c.oovviiiiiiinirnneenn,
Reynolds (R.J.) Industries, InC. ...t
Royal Crown ColaCompany ..........c.ccovniiiiiiiinnnen

Photography

Eastman Kodak Company...........coeveiiiiiinnnennnnn.

Market Value

Shares Held Cost  June 30, 1976
................... 25,150 ..... $ 5,680,313..... $ 6,960,262
................... 19,700 ........1,939,428........1,214,013
............................... $ 7,619,741, ... § 8,174,275
................... 66,400 ..... $ 4,343,946..... $ 3,884,400
................... 56,300 ........4,437,859........3,856,550

$ 8,781,805..... $ 7,740,950
.................. 155,000..... $ 6,321,926..... $ 9,106,250
................... 80,300 ..... $ 2,551,046..... $ 2,087,800
.................. 214,000 ..... $ 6,143,157..... $ 7,329,500
................... 72,700 ........4,513,871........3,435,075
................... 15,500 ........1,073,344........1,232,250
................... 12,200 ........1,416,712........1,024,800
................... 55,000 ........1,883,926........1,608,750
.................. 101,800 ........6,070,958. ... ....5471,750
.................. 158,000 ........6,102,012........5,174,500

$27,203,980. . ... $25,276,625
.................. 142,000 ..... $ 3,912,543..... $ 4,473,000
.................. 109,800 ........4,718,092........5435,100
.................. 149,400 ........5,823910........7,656,750
................... 89,100 ........3,469,560........4,599,788
................... 97,800 ........5935,281........5,513,475
................... 94,200 ........2,701,363........1,730,925

$26,560,749. . ... $29,409,038
................... 51,400 ..... $ 4,492,254..... $ 5,146,425



Retailing

Federated Department Stores, Inc........... ... ... ...
Penney (J.C.) Company..........ccoviiiiniiinniinnnnn
Sears, Roebuck & COMPARY «.vivivssnimivisnvnisrssss

Total Consumer Products & Services

Financial Services
Banking & Credit

American Express Company .............cooiiiiii..

Insurance

Aetna Life and Casualty Company.....................
Travelers Corporation............oiiiiiiiiiiniinnn.

Total Financial Services...............cc. i,

Basic Industries

Chemicals

American Cyanamid Company .............coovvinnnn.
Dow Chemical Company..........coeuriiinernnnnnn.ns
Nalco Chemical Company ...........c.covviiiieennennn.

Electrical Equipment

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

Machinery

Caterpillar Tractor Company ..........covviviiiiinnn..
Ingersoll-Rand COMPENY. i v «cs s ssvnimseservniasmsssys

Oil & Gas

ExXOr: COrporation: ... .ows-meeedsinisimsms sneniasmass
Kerr-McGee Corporation............ooviiiiiiiin.n.
Panhandle Eastern Pipeline Company .................
Phillips Petroleum Company ..........ccovviiininnnn.

Market Value

Shares Held Cost June 30, 1976
..................... 100,600 ..... $ 4,266,370..... $ 4,791,075
...................... 82,300 ........4,767,216........4,300,175
...................... 45500........3,742,548........2,946,125

$12,776,134. . ... $12,037,375
................................. $88,687,894 .. ... $90,804,463
..................... 146,500 ..... $ 4,949,036..... $ 5,347,250
..................... 201,600..... $ 4,549,511..... $ 5,594,400
..................... 201,600........4,221,095........6,552,000
..... $ 8,770,606..... $12,146,400
................................. $13,719,642 . $17,493,650
...................... 17,100..... $ 610,237..... $ 436,050
..................... 109,000 ........1,883,308........5,259,250
...................... 97,200 ........2,321,362........3,134,700
$ 4,814,907..... $ 8,830,000

..................... 108,300..... $ 5,815,895..... $ 6,186,638
..................... 111,750 ..... $ 4,737,353..... $ 6,788,813
...................... 93,400 ........6,199,052. .......8,546,100
..... $10,936,405. . ... $15,334,913

...................... 78,000 ..... $ 6,411,989..... $ 8,160,750
...................... 33,500 ........1,899,899........2,717,688
..................... 124800 ........4,158,511........4,383,600
..................... 129,300 ........6,469,492. ... ....7,935,788
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Market Value

Shares Held Cost June 30, 1976
Standard O1l Company of INGIANE, < o:. ¢« s ezsisn s s sm e osm s i s s ossmms 106,000 ........ 4,865,220........ 5,353,000
Standard Oil Company of Ohi0 . «: .. uvmimewaisnswemsnomossssminseeins a8 84,500 ........ 4,759,950........ 6,147,375

..... $28,565,061..... $34,698,201

Qil Services
HAllTDUITON COMPANY .« « ¢ v v oo oo msers o005 05 60556 08 05 50556 506 618 000 06 8818 508 508 4 0 6 o 91,800..... $ 3,797,062..... $ 5,840,775
Total Basic INdUSEIies. ... ... ... i e e e e e $53,929,330. . ... $70,890,527
Public Utilities
Electric & Gas
Florida Power & Light COMPANY « ... cc s vs o v s mim s s s oimassossssiansssosss 12,800 ....... $ 454,035....... $ 305.600
Gulf States ULIlities COMPANY . ;.. v s ssnsasim s sians s ssionss e ssss s s 68.000........ 1,508,418......... 892,500
HIINQIS POWET COMPANY ..« oot viewsiim i s isis s 66505 b0 sioale 508 8.6 808 im0 a0 800 608 818 0050 ain 00 50,000 ........ 1,764,520, . ...+ 1,250,000
Middle South Utilities Company ..........c.eueiiiiiiiit i, 12,000 ......... 294,197......... 175,500
Northern Indiana Public Service Company ..o, 46,500 ........ 1,287824......... 819,563
Public Service Company of Colorado .........cooviiiiiiiiii i, 9,200 ......... 242929......... 143,750
TaMPA EICCIC (COMPANY: s wia s i x0o 60 s s siot o 505 8 6im v s 510 356 808 w18 516 558 0 608 500 ko 515 0 4 8 46,000 ........ 1,133,244......... 776,250
Texas Utilities COMPANY . c.s v i i s i smsiosssismsssses somsssseesion 68 ssies 46,600 ...:...s 1,315,391......... 885,400

$ 8,000,558.... $§ 5,248,563

Telephone
American Telephone & Telegraph Company ..........coviiiiiieiennnnnen... 31,300.... % 1,571645.... % 1,768,450
TOtAl PUBNE MIMIIHOS . . . iv <0 o6 5 civ oo s s 55 55 500 s 05 07 66 41 it 7 8 e 80 0 6 8080201 6 . 3 o 3 30 L6 s 050808 $ 9,572,203.... $ 7,017,013
Total CommON STOCKS . .. .. ... .ttt ettt $173,528,810.. .. $194,379,928
y Market Value
Cost  June 30, 1976
SOt Term INVESEMIENES . o ottt ettt ettt e et ettt et ittt $ 35,240,715...% 35,240,715
Fixed: INCOME SOCUITIES o v oo iss s o005 ain s 65055 si6 5655 b sl ol 006 o ¥ 66 5 6t 516 505 6 5 o5 5 (s 505515 8 o0 #30t 30s 919,191,784.. ... 849,385,287
CONVEIIIDIE SECUFITIBS ... . ¢« vceoreins oo v isibm o6 5157505 005 01558 38 508 oo 3 0 60 6 10 90 (5 i 06 80008 s 3 404050 6 6 670 6 1,000,000 .« . 54 820,000
Preferred SHOCK . . vttt i e e e e e e 500,000 ;. ;o5 259,375
COMIMON SHOCKS .« v ottt ettt et et ettt e ettt e e e e e e 173,528,810..... 194,379,928
Total Investment Portfolio. . ........ ...t i i i e s $1,129,461,309. . . $1,080,085,305



Becker Performance Evaluation
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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 issues 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 premature.

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 determine 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, however, that such an investment would be subject
to characteristic fluctuations in the equities market.

B. Total Fund Cumulative Annual Rate of Return. This exhibitshows
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<>. The longest time period, 1965-1976,
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. Percent 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 interest 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 “reasonable”
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 ex-
plained, 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 beenincluded 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, itis 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 million dollars evaluated by A. G. Becker which out-
performed PERA. The number of funds evaluated as of June 30, 1976, in
this category was about 750.

The total number of funds evaluated as of June 30, 1976, by Becker
was 3400.
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TOTAL FUND
INVESTMENTS

$1,081.,353

MARKET VALUE OF

<

AS OF JUNE 30

IN THOUSANDS OF DOLLARS

EQUITY
INVESTMENTS

$194,5589
18.0 7% .

FIXED INCOME
INVESTMENTS

$885,445
81.9 7

EXHIBIT A

<

-

.

INVESTMENTS
» 1976

MARKETABLE DEBT

$707,514
8 a7

CASH EQUIVALENTS

$35,240
3} o 8)

CONVERTIBLES

$820
0)'5 10 74

PRIVATE PLACEMENTS

$141.,871
8ol 7



TOTAL FUND
ANNURLIZED TOTAL RATES OF RETURN
I0 EN

: CUMULRATIVE PERIODS DING JUNE 30
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TOTAL FUND
TOTAL RATES OF RETURN
ANNUAL PERIODS ENDING JUNE 30
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EQUITIES
ANNUALTZED TOTAL RATES OF RETURN
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MAXIMUM Volls 7.71 6.81 6.95 12.46 7.71 5.54 13.03 265182 22.02
FIRST QUARTILE 4.70 4.12 2475 &) 5 5151 9.08 2.27 -0.65 2457012 14 .60 11.67
MEDIAN 4.10 5ok 1.98 2.67 7.42 1.01 524493 -0.90 10839 8.59
THIRD QUARTILE 2.90 2.21 0.72 183347 6.55 0.01 -4.35 = 242813 8.04 4.92
MINIMUM 0.48 -0.76 -2 .66 S1E96 2.80 -5.03 Z9E183 -9.59 =18-2:8 -6.40
YOUR FUND 0.0 C.0 SB35 o)l 10.37 5.72 374 5 o[5S 14.31 g.60
PERCENT RANK 0 0 4 2 14 3 3 11 26 39

EXHIBIT D



FIXED INCOME
ANNUALIZED TOTAL RATES OF RETURN
CUMULATIVE PERIODS ENDING JUNE 30
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1967-76 1968-76 1969-76 1870-76 1971-76 1972-76 1973-76 1974-76 1975-76 1976
MAX IMUM 8.66 9.61 10.65 12.14 13.18 10.86 11.86 12.21 14.90 18.16
FIRST QUARTILE 5.87 6.43 6.91 7.64 9.53 74511 7420 8.31 10.21 10.53
MEDIRAN 5.16 5.64 6.18 7.01 8.75 6.84 51195 6.95 9.36 3.09
THIRD QUARTILE 4.75 4.98 5.45 6.36 7.66 6.23 5.20 5.93 8.42 7.55
MINIMUM 4.04 3.78 3.81 3.29 3.20 1.84 0.39 2.26 4.83 1.89
YOUR FUND 0.0 0.0 5.39 6.87 8.63 71410 5.84 5.59 10.53 11.93
PERCENT RANK 0 0 76 58 53 39 54 83 18 14

*MARKETABLE DEBT + CASH EQUIVALENTS + CONVERTIBLES + PRIVATE PLACEMENTS.

EXHIBIT E



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 ... iiiiiniin e e 93 £ 1 1 PO 25%. .. $ 72,588
1945 ... 171 5,585 .. cvuicwimivinsoriesis 31 iimicremimsmissasmais 137,442
1950 .. ... 280 .. 11,858 . v onmesimimssniniess P 237,866
1955 . ... TAT «ovie e ininimmnssnnssans 21485, .o i n i s BB st e B S e 745,679
1960 . ... ... N ITE wicoimimamsinsns o aimamms 33,068.......cciii 54 ... 2,055,139
1965 . cvvviviaiis tormemammene s 3631 .. 49701, .. < 5,486,225
1970 .. ... 6,308 ...... ... B65586.. ... 2 1 . 12,366,658
1971 . 6,940 . ... 69,472, ... . 100 ... 14,385,068
1972 .. T892 L svsamrninzai smamins s 2080 cuinvsimpaninrismimsin 109 wovsenemsneemenssnns 17,208,013
1973 .., 0. TAB it 555 507 4 am e om e o TOTOBL .« oesiisome ioie i ome B 119 iiinvmsinis imiadmnmn 21,297,570
1974 ... 10408 ... 80,529. ... ... ... 129 .. e, 26,740,570
1 < 11,650 ... 84,781, .. 137 i 32,242,456
1976 ... ..., 12,788 ... 87605. ... ... ... 146 ... .o 37,837,649

. X = Consolidated State School Municipal

Membership Statistics Totals Division Division Division

TOTAL MEMBERSHIP MAY 31,1976 ........... 101,220 ............. 41,398 ............. 54544 .. ... .......... 5,278

Active Members ............. . 87,764 ... ......... 34,787 ............. 48,275 .ivasmsussrins 4,702

Annuitants and Survivor Benefit Members........ 13456 . oy soswrssms s 6,617 s:iwius susnvmsn 6,269 s snsnisias pnis 576

New Members Accepted

July 1,1975to May 31,1976 ................ 18,875 i ii e I [ T 8279 ... ... ... 845

Less: Members Deceased ................coouivnninn (60). ...t 28)................ (27)c oo (5)

Members Accounts Withdrawn............. (10,288). ............ (4281)............. (5,043)............... (964)

Total Withdrawals ................c.coounn.. (10,348)............. (4309)............. (5070). ...t (969)

NET GAIN IN MEMBERSHIP . . ................... 5527 .............. 2442 ... ... .. ... 3209 ............... (1249)

27



Retirement Statistics

28

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, Wildlife) ........... ... ... o i 2 s e sn e RS EEES § 88
35 or more years Service at @any age ... e 2 e SRR B RS
30 or more years Service at @ge 55. .. ... 1 1
20 or more years SerViCe At age 60 .c.oxwwsnsmsmems msnesssssimmessio sy oesa s isiosssssis 121 ..., 45T 13
5 or more years service at age 65 (Fractional) ........... ...l 222 ... [T 47 PR 31
General disability after 5 years ServiCe .. ...t 183 i ononinns 1035 ccmsmesns 21
Termination of service: Retained membership (Sec. Q) ....... ... . i B:is s swanin 23w snamas
Survivor Benefits; AUtomatic . ... e (s SR 2. id il i
BeTerret | (AGE: BB o« i v sies cibws  5is ot i s v sme ot o Lol &danonimt 5 ot o s « o o3 v o o ol i 45. .. e 3
20 or more years service at age 55 (reduced) .. .. ..icovuivrvinniiiiinn o s o 2 [P 35, . s e o 3
5 or more years service at age 60 (reduced) . .. . cvivesinsiornenrninrnnissssnsoninin,. V1O s 5000y ST MR T
TOTAL RETIRED DURING FISCAL YEAR .. ...ttt 669.......... B91...... o535 55 83
Total number receiving retirement annuities 6/30/1975............ ... ..ol BTA v vnoin s 5461.......... 448
Total number receiving retirement annuities during fiscal year ........................ 6410 . . oo B152....iiuienns 531
Co-Beneficiaries continued upon the death of annuitant .............. ... ... ... .. .... 53....cct. 32. i 5
Less: Retired members deceased during fiscal year............ ... ... ..l 222 i iwin s 148, . iwiuucnin 20
Annuities temporarily suspended thisyear........... ... i B i e s s Y BB § e S0 B
TOTAL NUMBER RECEIVING RETIREMENT ANNUITIES 6/30/1976 .................. 6236......... 6036.......... 516
Average monthly rate 6/30/1976 ... ... ... it $ 241.. § 232, ...8 215
Total paid in annuities 7/1/1975 to 6/30/1976 (12 months) ..................... $18,844,136 .. $17,679,666... $1,313,847
Average monthly rate for annuitants retired duringyear ....................... $ 33...% 320....% 273
Survivor Benefits added to rolls during fiscal year ... 49, . wsiisssas 38 sinammes 7
Total Survivor Benefits 6/30/1076 . .. ... 3B i i s P24 51 O 66
Total paid in Survivor Benefits 7/1/1975 to 6/30/1976 (12 months).............. $ 924569..$ 601,788....$3 143,827
Retirement annuities deferred (Futureatage 65) ..., 378 .. ........ 47 & S 36
Total future liability (@annually) ... ... ... $ 1,168,134 .. § 1,457,965... $§ 68,378
Survivor Benefits (FUtUI) .. ... o e e e e 36........... 22. ... 4
Total future liability (annually) ... $ 55,768.. $ 29.211... § 6,880



State Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service — 12-31-75
Active members included in the STATE DIVISION* valuation totaled 32,326, involving monthly salaries totaling
$34,567,839 ($414,814,068 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......... 155: s uswamsasnms s % B R R AR A B AE A e BE e S RS @ EEE D@ 185, 5405585 $72,408
20-24.......... 2627. ... ...- B e T e 2] et st A ek ) e R e LR ek 2.655. ... : - 1,697,665
25-29.......... 4672....... 625........ I N DN VO L - S S SP O T 5309...... 4,571,707
30-34 . ;.00 nus 2,980..... 1,202....... I . Mliss smms s mmimn s ampsansss s sms sams s s 4527, ... i 4,896,968
35-39.......... 1,785..... 1,124, ... s 859, .5 4.5 125 ¢ 5050 Tlams smms pmmsmse s »iens sEes 3604...... 4,232,359
40-44 .......... 1,397 . s .. 995....... 564....... 259........ 89......... 1o 3.305...... 3,967,133
45-49.......... 1,303..... 1,058....... 657....... 344.. ... .. 199........ 80......... 3..... 3644...... 4,445,206
50-54.......... 1,069. . ... 1,037....... 699....... 4“1 247....... 181........ 18..... 3,662...... 4380913
55-59. ... ..., 762....... 877....... 675....... 439....... 280....... 167........ 45. .. .. 3,245, .. ... 3,796,308
60.............n. 100....... 127....... 1 |7 86........ 44, .. ... .. 6., cnes e L P {771 [ 600,608
B, tans vmas smns smn 66: i cs 108: sss v F1Dh wns s ms Tlime smme 25, .. 1Ba . arishe 14....... 427. ... .. 483,251
62.. ... 67....... 124........ 95, s v s B2r 22, . vuns s 25,5 iwbis 8....... 403........ 455,270
B3 s nms swms s oms - 104 e s cns s T8 wn v wan s B8 sy swn s TBus cmms 14 [ PP 13: soms 20 322, .55 i i 350,049
64.... ...l 45. . ... ... 82........ 58........ 39........ 29........ 15, v v 15 s oo 283........ 320,167
BE. . s s s 22........ 43........ 32........ 29........ 18 .. T B A s 9 vt 160........ 185,934
o S A T e R 1Bues s 5 9......... i e e e 2 e e e Ts vsrs s 7 P 35,990
BT cnws swns cwns i s Fams sams ia Buss vmns an Tos s wmnis su PN Vi comn soms i Fmas SHME 48w aE Lo s 2655 sams 26,286
B8 s vams s s - SN o toc Sl <51 Bws s ams v 8l e Pre s el St e v o R E ¥ S E R .7 SO 27,861
B e ey Al et s e b e T L || PR A 6,705
70&over .......... T Biiiinas v Taws soasoams sams va P e A 105 5 v soine s 15,051
Totals ........ 17,410 2. 7,569, .. 4,021..... 1,957 5005 ns 988....... 543. .00 ¢ 138.... 32,326.... $34,567,839

*This does not include figures as of December 31, 1975, 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 32,853 in-
volving salaries totaling $35,198,058 ($422,376,696 annually).

The median attained age for regular State Division members was 39.9 years, and the median service was 4.7 years. This
assumes even distribution throughout the median interval.
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School Division
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Active Members in Valuation
By Attained Age Groups & Years of Credited Service — 12-31-75

Active members included in the SCHOOL DIVISION valuation totaled 45,502, involving monthly salaries totaling
$37,511,507 ($450,138,084 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......... 132 ot e 132.. ... $ 56,648
20-24 .. ........ 2947......... T i o i s'vn oo it o o sh s & 556 9 16 B R B RS R F RGIGIE S ENE 3 B AR B i BEEE 2954...... 1,755,749
25-29....v:cues 7823..... VAT2, e swvivve D o i one et e S R 61§ 5 e S AR 188 By A omiial S0 5 e BB B 8997, ... - 6,783,647
30-34.......... 4257..... 2442, .. isss o740 TP e e e T sk v 55 R e o el e ) e B Bl e s 7,073...... 5,945,892
35-39.......... 3,182..... 1618..... 1,186....... 195 cxma 0 Wi ommms e sisis ST ¢ 5 a e R EEG 6,182...... 5,354,162
40-44 . ......... 2523, .. .. 1,414....... 941....... 731........ 41 (S ) 5681 i coe 5,026,372
45-49.......... 1,754. . ... 1,883. ¢ un 845, .0 iinn 617, i s 315. ..500. 20 ... 4934...... 4,348,412
50-54.......... i 55 - (AN 970. ...: 555 828 . a5 508. ... 373........ 90........ 10..... 3953...... 3,477,040
5559 x5 v sima smmss 788....... b | A i [ SR 579 55554 B32: i s s s 7 (R 20 .0 2 3,129...... 2,636,449
605 s wanioms i aibs {67 i iy E- T PR ¢ T 100.... - .. T3 s amas o 2005 swmsnn 805 546........ 478,895
Bl iimieiwis i 108 s 0 Vs s o mes 96........ 88........ 59........ T2 o e s 2 B: :usn i 486........ 402,241
62.......... ... ... 71........ 90, ..5:555 B2 i 2 1 50........ 19......... Bl e 58 408.; . ivs ne 358,427
B3 e e e e 48........ T3:ins smne O1ivi ssnss OF s cmwe s Lo{c B2L o ionnvie om Tl ane o) & 357 ¢ vuvs v 321,930
Bh. i smms smms o 53........ 44, .z 895 vaa 4 TP [1c P 18 v o I 298.: conssn 262,274
B9 5z ws s s s 29, a o 46........ 35 i T8ss cwws s B8:is swas 1 6L w5 siies s Dt = e P25 1 [ 206,998
66 swns s swns s A wom e 5o [ TS 10. .. v v sics 2mmnin Qo ins ook i 05 o0 s IR B e s 49... . cws osme 32,348
BT v v v i 835 L 10 a3 - s 6......... P T TE' 7 20,562
B8, v v oo im0 85 B B Tons smasi L P — 2 s 4......... N T T TR LT 25, v 13,420
69........ L Ok it vne e i Qoo cicas o s oo iinniams 2 N D it S s § e S B £ B e Y 15, o s 5 9,410
70 &over .......... - TR 8. ixeiswnns 7 R 4......... 4. ....... Vom0 25 803 06 58 30L.. s i 20,631
Totals ........ 25,048.... 10,251..... 5,284..... 3,153..... 1,436....... 271 s ssew 59.... 45,502.... $37,511,507

The median attained age for School Division members was 37.9 years and the median service was 4.5 years. This
assumes even distribution throughout the median interval.




Municipal Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service — 12-31-75

Active members included in the MUNICIPAL DIVISION valuation totaled 4,639 involving monthly salaries totaling
$4,125,941 ($49,511,292 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.......... e T A S N e DU RO R SRS N Ao 2o o $17,996
20-24 . ........... 3T L e n e me e on s b ot e e e e o2t BAT. «i 5 vn i 359,581
25-29 i unsims s 824....... 116......... ) S U ) e R Rl el e it et o e A 943........ 784,642
30-34............ 483....... 158 B8, cwuicnns s o oo el T3 SOV et e e e i T U e 5 S 695........ 670,771
35-39............ 247....... 114........ 66........ j L oy R P 445, .. ... .. 429,243
40-44 ... ......... 235, . .00 s 118 cuwi cas 51, s owsina 34........ e R O = S - pC S 457. . ...... 448,136
45-49............ 187. ... is 136 .o sas AB: o5 5 28 e v 28......... L 434........ 399,178
50-54............ 179....... 105. 550505 52 uis sins . 24........ 1805 : it iae 4....... 421, ....... 395,419
55-59............ 107....... 117 [ [N 56........ 39........ 30........ 1Bis cins s T cims o 368 ius s imo 350,650
60................ 18........ 19........ 1. 5. ... .. 4......... Poii cmn s smn by i o 59, i ns cane 52,835
61........... .. 10........ 12......... Biais i nsm 4......... < S L5 TH. L P 40......... 38,379
B2 i vy e 16w 8 1B s s ses | U (20 B e e o P | 52 .00 omn 49,736
B85 5 5 S ham s Sy e B it 52507 - $5.5 s £ 165 cams som B 55 v an B coms cams R T T . 47. ... ..., 43,431
B i1 il o o R 0 Gt e 4 Bl wwinins 1B vie aims v am 4......... o et st oo et e Pl ek i BB, icos « i e 32,254
S s Bbias s T2 0 cowsen U i vnns v i viims v 2 [ Pr—. (e e T 31,267
B8 cnns sus v emus vams Vi imasams s Sinnrimai g Tomin s vinis 4 R S ST O TP FCIP P P T s s s 7,278
B7. i vt e s R A e Fowims e o 5,968
I S TP M o itors 3 P R I T Y T 3,866
Lo e Pt T R K R R L I S L I F P i L WAt I LS o e ey 2,y aiis B 2,063
70&over ......... R 2. ... s 5L £ et it e e e leal ssatot nE s ptasie s it et o e e 5 e e 6.......... 3,248
Totals ......... 2,901....... 957 s 3986, . s i 193....... 127. .o L I 14..... 4,639.... $ 4,125,941

The median attained age for Municipal Division members was 36.1 years, and the median service was 4.0 years. This
assumes even distribution throughout the median interval.
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Judges Division
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Active Members in Valuation
By Attained Age Groups & Years of Credited Service - 12-31-75

Active members included in the JUDGES DIVISION valuation totaled 217, involving monthly salaries totaling $416,066
($4,992,792 annually).

Attained

Age Number With Indicated Years of Credited Service Monthly
Groups 04 5-9 10-14 15-19 20-24 25-29 30 & Up Totals Salaries
2529 0w nn i i B i S5t el oot L B B B w5 o) kel 3 m o 2l m i e BB E $ LS B RS B AN 6 6 e e . $3,593
30-34.............. R N S S e e Tions cumnias 8,947
85289, 55 ssnnsnsee ) = P Py s 17.. ... .. 29,611
40-44 ... ... ...... i I AR Biiiinie e U BN PN PP PR PRI I S o PP g Ry 28555 cminse 49,204
45-49.............. Biwienmenn Boime pas (1 AP o Py 25, e niniae 46,316
8084 . i us vima swmn 15 s o i - P 18 coveiuns Dl imn s ama s RS s BT el s S B 40......... 84,523
55-69........ .. ... 2........ 12000 n vy v 11 PPRRO K T e ot o) e oo o 21e8ime B oo o 66 ososilé) 5 40 34, .0 68,280
B0 wwy s v cws s owwmi s B s cwns va Tes cosssns Yo swios cumoie s sy owm R e e e e O PR 8......... 15,957
BL 1o 55 et o s o sm B om0 g s o 4......... : AT T cims s a5 SRRy s SRR SR SE s S 2 e 19,123
B2 15 i s e et e 5 [ = 4. .. ... 2h i s T QT e iy o Rl o) s o) S5 o o g o B e = e B 1 IR 19,842
BBL e cmms sm et ames smeEE s E s B 5 2ot iwin v Nox owios s Vs cmie swma Wiisio s vommim & 3 osbie sm o808 061 & S5k 51 6 5 0 51 8 D s swims s 10,042
64. ... ... e o i etin o oo ] o e D ieivi win it et b W E R IS 6 B R RS e 4o inin s 8,832
B5. . e n s e s oo LT L 1 1 g - Y SO FUY TR PRSP R 7o 12,634
B0 i o a s 5 55 5 5 00 R S 2 i snsm e ams sEBs 66 F e G D P R s < 6,499
7. i [P 1 [N Wo e e e opios os 6.9 5806 55 Ticenscansvsinnsanmns doivnessnin 9,916
o Vosmenzmas Bivsawasan - PN T - P O FC A O OGN - 0 SN S = DA ST g 8,625
B, i Biekite amerd Siedre o e ascatabs e et s v B R4 s 8 s e S e 6T WS E RS B8 5 9 Vi siows smms B s s nae g 5,499
70&o0ver ... 2. .. 2. . T T S 6.......... 8,623
Totals . .:ocsasenas 7 - [ -1 R 18 00 usnns e e Ao Rt e 217 s vns $416,066

The median attained age for Judges Division members was 53.8 years, and the median service was 7.7 years. This
assumes even distribution throughout the median interval.



Per Capita Reserves

m——— e e — —_—
= ————————nmees

Fiscal Years 1973-1976
Present Members’ Future
| Retired Reserve Deposits Retired Reserve
June 30,1973............ 530,208 ... v imen s BRA2B i s fiisn womrs $1,404
STATE June 30,1974............ 30933, BUATT-s o oies et itors wisivsin s oie s 1,924
DIVISION June 30,1975............ B3502. . ovime i vnsnnes 3800.........0000un. 2,219
June 30,1976............ 35930......0c0iiinnn 4300........... . 2,932
June 30,1973............ $29893 ............... $2,743 . ... $2,972
SCHOOL June 30,1974............ 30,228, . ... 3008............ 3,530
DIVISION June 30,1975............ 32333, ... 3,349, ... 4,088
June 30,1976............ B4508: i iiinnrmwnsnnn s BTN v cviins crmmn cisis s 4,856
June 30,1973............ $25442 . .............. $2084 ................ $1,980
MUNICIPAL June 30,1974............ 27854, . ............... 2256, ... . 2,192
DIVISION June 30,1975............ 29.920. .. ciisiiinen e 2837, . e vninsis s 2,585
June 30,1976............ 32236. ... BAB6. o ov viiiiin e oie rai 3,446

The table above shows some important facts about the three main
reserves in the PERA financial structure — reserves for presently retired,
members’ deposits, and the reserves for future retirees.

Using the State Division as an example on 6-30-76, if you divide
the reserve established for those already receiving retirement annuities
by the total number of those recipients, you end up with $35,930 per
retiree. If you divide the total individual deposits by the total active
membership, the result is $4,300 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 number of
active members nets $2,932 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 retirement amounts
being paid.

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 combined with the
member's deposits and placed in the Present Retired Reserve to pay his
benefit.

While PERA retirees’ benefits are fully funded, benefits that have
been earned but are not yet payable to actively-employed members are
not presently fully funded. This means that assets in Members’ Deposits
and the Future Retired Reserve total less than the liabilities for service
active members have already rendered. This shortfall is called the
unfunded accrued liability. State Law requires, and PERA is following, a
schedule to amortize the unfunded liability over a period not exceeding
60 years.
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Actuarial Principles
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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’ Retirement As-
sociation of Colorado owes you one year's worth of retirement benefits,
payments in cash commencing when you qualify for retirement.”

The related key financial questions are:

Which generation of taxpayers contributes the money to cover the
I0U?

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 taxpayers
contribute the money to cover the IOUs being handed out this year. By
following this principle, the employer contribution rate will remain ap-
proximately 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 putting
aside the consequence that the contribution rate must then relentiessly
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 accu-
mulation of reserve assets, for decades, and the income produced when
the assets are invested. Invested assets are a by-product and not the ob-
jective. 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 al-
ready 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 furnish-
ed 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 before qualifying forany
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 assumptions must be made as to
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
wisdom of the assumptions or the skill of the actuary and the millions of
calculations he made. The future can be predicted with considerable pre-
cision, except inflation, but not 100 percent precision.

PERA copes with these continually changing differences by having
annual actuarial valuations. Each actuarial valuation is a complete recal-
culation of assumed future experience, taking into account all past
differences between assumed and actual experience. 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 p{:lyroll.
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 concerning experiences
in tuture decades, including:

Rate of withdrawal of active members (turnover);

Rates of mortality;
Rates of disability;

Ages at actual retirement;

Rates of pay increase;

Investment income;

Change in active member group size.
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Assumptions Used By Actuary
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(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

Sample Present Value of $1.00 Mo. the First Year

Attained $1.00 Monthly for Life Increasing $.03 Yearly

Ages Men Women Men Women

T oy T o et e oo PR e FA7209. e v $179.59....... $229.21....... $243.31........
QB i wiin s G e LR S E e g e oy 162.79........ 17241, .o vve v 21269........ 22921........
B0 . ooiine s it SR AR B E e 18182, csvi sss 162,79, i v o4 544 194.33. . .05 212.69. ..o ais
S Pp 13960........ 161.92. .. . «:un 17449. ....... 19433........
B0 . ii s s sead B s Sm e S s w 12560........ 13960........ 153 A T 5. o+ 17449........
0D 5515 Shsmicngas 5 i £ HE § 0 E 5 50 810 109.70........ 12560........ 130.23........ I N [
O vy o a s veer vn e npetve = s G ni S R 5 92.95; ;v i 10970, , . coa50 107:39. ... .05, 13023 .5 0e s s
TB: yiammolulons ol mramerts ot s Da g teseR s s 7597......... 9295......... 85T i anis s 107.39........
P T PO eI E ey e 60.20......... 7597..ccvv s 66.11......... 8547........
BB euipi e o ¢ imm e s cimn o B LR 8 4 4781 o ws vums 60.20......... SilAl e e 66.11........

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
40
20 $ 138 45
25 191 50
30 255 55
35 336 60

Future Life
Expectancy (Years)

Men Women
3548......... 40.21
3085......... 35.48
2644......... 30.85
2230 ..iiss o 26.44
18.43......... 22.30
14.80......... 18.43
11558 cas s s 14.80

e BAGs s vms s 11.58
o BEA 8.79
..498.......... 6.54
435
557
694
843
1,000




4. The probabilities of age and service retirement for members eligible to retire. For State and Municipal Division mem-
bers, 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 retirement 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

State School Municipal
BB s vmss fuks VS BMEDE SRS ¥ G § 6 ERES GRS B SRS S GRS SR § e 5 10%. .o 15%. . ccvvvinn s 10%
BB corr vne iind s SRS AR EE R SR B FARE A S B SR SR s ae Y e 10 wos 5w smws sums N e G e 10
(7 PSRN FEr RIS PR - SO PRSI ST TR P 10 s smas s sams T v cwns smne o 10
BB e s wisey s vt S e e s @b e 4 D s g 8 s ;{2 S i N T T RT 10
oL A e U511 okl e e i) et e Py o o i et EL o ) G ) e ) 11 0 I = PR I8 e v 10
BO oo e R R S B R 6 R AR A S EAE SAEE EESE EEE S £ 10 wsswms soes cums VB seis s gmins 3o 10
BT]| ntama st T i hi £ s e e e it 8 S o) ke B e o 5888 i e wnion®) ki o) series 5] 5 10 s vams smms cmne 18 cwis cmms cmms o 10
B I e e e 0 I TP 150 £t B ke 10
R (i o 1 o 1 G ) Eoy e Ll ER s Y P ) 110 £ 3 1 e o O i e G e B 10 .o 15 i and fme e 10
B s iois e s B EEE N B SRR RS R EN S E BT AR E SR EWEy | S 2D iiisimmsiesz s 15
S s b 51 et e e A et sl =) e e < B R s e o) S o] i) 5[0 I 60 isiisssiae s 40
(o] I - - SRR BRI S S 30 ... 10 R N 30
(A i ot 5 £ Rt Al o 2 ok oH ) LR kbR st E ks Py o g e 1 el A A Ch il oo e 40 ... 40 ... 40
BB ot e e e e B EF R e E B E R G R R EEEABE § A RS £ B0 s e e B0 .uwisamssams ae 50
B L e e 90 s e 60 . szeaams saszas 90
THER e /s e L) ) At et e et P 2 S e 7 i e i O e e S 100 ............. 100 ............. 100

5. The probabilities 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 mem-
bers over age 40 with 10 or more years of accrued service, the probabilities 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.
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Percent of Active Participants Separating Within Next Year

State School Municipal
Sample Ages Men Women Men Women Men Women
DO 15 2ms et o3 S iwni e sS4 3131%: ... 3BBB%: v icaniinis 3063%: « 5 BNOT Yo v e s s msia s 31.31%. ... 38.33%
25 1653 .... 3410 ............. 1631, ...c 3081 .asicusnivmans 16.53 .... 34.10
30 1210 .... 2104 ............. 1183 .... 2275 ............. 1210 .... 21.04
BB s s sws b wwsEE R 84B. su: 1127 hwn swsmsmms o 858 .... 1431 .............. 848 .... 11.27
o TR T TR L IRLTT 646 ..... TAB ais sawssmns 35 6.00 . 10165 wus ciw poswns sus 646 ..... 7.76
AB| i R T e e g st 418 ..... 58O ki cseeris B0 514 . ..:: B.86: s s mms o 418 ..... 5.86
SO e 448 .. ... 485 .............. 452 ..... BI86) iz e sk e 448 ..... 4.85
R T I g 404 ..... T8 it e b 417 ... 425 ... 404 ..... 3.78
BO 2 s mns pas e B 398 ..... 383 i .emsees as 394 ... . 855 crarper e b 398 ..... 3.83

6. The entry age normal cost method of valuation was used in determining superannuation annuity liabilities and nor-
mal 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
Attained $1.00 Monthly for Life Increasing $.015 Yearly Expectancy (years)
Ages Men Women Men Women Men Women
QO 550550 005w e 50w s s § s $17211.... $17959. ............ $20066.... $21145............... 3548...... 40.21
A5 = e iis e 2R A SR S R 162.79. . . - VT2 5 o5 01 3mzssin 6 187.74. . . .. 20066............... 3085...... 35.48
B0 ot s e e R el 15192..... 16279 cassuesznmss on 173.18. .. . . ABTTB . v s o ves s s 5 6 2644...... 30.85
o e e 139.60..... 11820 ol i 157.05... . 17348, ns siws v pwns s 22804 : i 5s 26.44
B 5 555w 58 s m st w08 @ i e 125.60. . ; s 13960.............. 139.35..... 157.05. . ... .. ... 18.43...... 22.30
BE 2 5 v e st 505 1R 5 s 8 109.70..... 128.60; . i mors o 1 e 11997 <55 13935. ... ...l 14.80...... 18.43
0 R WP 9295..... i 142 1740 [N 100:07: - ¢ - 11997 o 55 wvis vwnvsan g 15" T R— 14.80
(LT = S R D PR 7597...... 8295.......... ..., 80.72. . ... V00T 5 55 sais 2555 5 w5 879..::.. 11.58
B0 wuis smais smnsow s s mdEae R 60,205 , 506 5 TEOT, cvps smas viws goun 63.16...... 80.72................ 6.54....... 8.79
BB i st siledin el L e § 5 B R 47 571 i 55,55 B0:20: 5555558 v 50w 49.31...... BB o s s s s v s 498....... 6.54



3. The salary scale, showing present salary assumed to result in a salary of $1,000 at age 65.

Present Salary

Sample Resulting in

Ages Salary of $1,000 at Age 65 L A O F PR T P 479
2D e $ 164 DO s i e s s g e s i s e e e e a6 597
YT T 220 Tt DI O Fo T D Sy ) BB LS e B S A B 0 B B 725
B8 iy s e i R OB B SR S R R T EE R AR F 289 B i vmme cmsis smns dRME R S E A RAE REEE £ 861
B 55 et i s B F RS SREBT EE R s s o e ot e e 375 B8 v cmie s e ABE DS s S R EEES § 1,000

4. The probabilities of age and service retirement for members eligible to retire. Eligibility for superannuation retire-
ment was assumed to be age 65 with 10 or more years of service.

Retirement Percent of Eligible Active Members

Ages Retiring Within Next Year OB e A2 1) s 5 13 oseaton - siro = eome edEh ) e 5L 15
OO wioms smms amms d gms diind bl sk BN ns EERE FEED 40% B9 & s e s e wn s s § B e s s e s g e e 25
< - R S R S 20 100
67 15 o e XTI

5. The probabilities of separating from service due to death or withdrawal. The probabilities of withdrawal are applica-
ble 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
DB n R T F 8 6 e man 8§ 8 B 779%% ......... 7.78%
B 5 ook S et o<ttt o e el et Seh g i ) [ 7.29
B e e el et it e e e S e 640 .......... 6.36
A G50t n T e e A ) R 533 :icsiiacs 5.27
A5 ik cn ciEs SRE S S e S SR R A FRES 429 goiucimns 4.15
Bl 55 5% hiloie) s e o e tomermmere e <iebis e Shetie sl o s | O 2.88
5L R NPt SRR (I TR SO sy SP 8 e e 1.52
B0 5ol e nie s e aned e ais el S G [F: 1. P 1.02
BE  oos s msn s s M G A E A e RS S 248 . cwsriwes 1.39

6. The attained 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.
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Computed Employer Contribution Rate

40

Expressed as Percents of Active Member Payroll
s o 4
Contributions for State School Municipal Judge
Current Cost:
Superannuation annuities . ......... .. oo 9.75%..: i .5 1085%: . s 5 5 988%........ 14.58%
Disabilityannuities. . . ... 105 ....... 085 . .su.en 1200 oo s 5a 0.50
SUVIVOF ATDUTIES! ¢ s s 5160 m siswsmis s ma e @ es o ins b omuy omss 060 ....... 060 ....... 080 ......... 1.50
B [o ) - | [ O PP P TSP I PP PR 1140 . o 1210 ...... 1188 ........ 16.58
Member current contributions. . ......... o il 775%....... TTDYes vi5n s v T niviwssa 7.00%
(FUture refUnS) o s .o v v vnvs cmms smss e cmss (oms swms swms v B.71) .. s (3.55) ...... (357) ........ (1.05)
Available for annuities ............ i 404 ....... 420 ...... 418 ........ 5.95
EmployerCurrentCost. . ... 736 ....... 790 ....... 770 ........ 10.63
Unfunded Accrued Liabilities . . ............c.i i 329 ....... 420 ....... 216 ......... 1.37
(Amortizationperiod) . ... (39vyears).... (25years). ... (39years)...... (24 years)
TOTAL COMPUTED EMPLOYER
CONTRIBUTIONRATE : i ccciiioncemnsininnassasinsaonsassssis 10.65%. ..... 1210%. ...... 9.86%. ....... 12.00%
STATUTORY RATE . .. o e e e 10.65%. ... .. 12.10%. ...... 9.86%........ 12.00%

Dec. 31, 1975






