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Security Type
Market Value at 
June 30, 2006

Percent-
age AAA AA A BBB BB B CCC Not Rated

U.S. treasuries  $199,207,249 22%  $199,207,249  $                 -  $                  -  $                -  $                 -  $                 -  $        -  $               - 

Government 
guaranteed mortgages  10,419,039 1% 10,419,039  -  -  -  -  -  -  - 

Agencies   215,210,011 23% 215,210,011  -  -  -  -  -  -  - 

Collateralized 
mortgage obligations  42,166,307 5% 41,867,543 298,764  -  -  -  -  -  - 

Asset backed  
securities  40,676,049 4% 37,594,809 - 630,931 851,563 579,205 - - 1,019,541

Corporate bonds  147,321,344 16% 6,822,460 16,301,288 36,345,671 34,348,314 16,010,645  13,120,387 142,900 24,229,679

Sovereign  3,836,949 0% 313,866 449,649 554,691 1,818,112 - -  - 700,631

Municipals  4,680,956 1%  2,837,363 1,119,834 70,051 653,708 -  -  -  - 

Commingled Funds

  SSGA TIPS  52,265,095 6% 52,265,095  -  -  -  -  -  -  - 

  SSGA STIF  49,066,770 5%  -  - 49,066,770  -  -  -  -  - 

  Bridgewater Short 
Term II  2,108,736 0%  -  -  2,108,736  -  -  -  -  - 

  SSGA Lehmann Agg  132,815,357 14%  - 132,815,357  -  -  -  -  -  - 

  PIMCO Emerging 
Markets  419,006 0%  -  -  -  419,006  -  -  -  - 

  PIMCO 
International  2,885,124 1%  - 2,885,124  -  -  -  -  -  - 

Seix High Income Fd 5,280,563 1% - - - - 5,280,563 - -

Currency  7,864,637 1%  -  -  -  -  -  -  - 7,864,637

Total  $916,223,192 100%  $566,537,435  $153,870,016  $88,776,850  $38,090,703  $21,870,413  $13,120,387  $142,900  $33,814,488 

Percentage of total 
fixed income 100% 62% 17% 10% 4% 2% 1% 0% 4%

 
Note: Commingled Funds are presented at the weighted average credit quality. These funds do not carry a rating in and of themselves; however, the underlying 
securities are all rated. To more accurately reflect the credit risk of the Systems, these weighted averages were displayed.

Derivatives  – The Systems are parties to certain financial investments with off-balance sheet risk used in the normal course of business to 
generate earnings and reduce exposure to fluctuations in market conditions.  Derivatives are reported at fair  

International security managers are authorized to engage in forward contracts to exchange different currencies at a specified International 
security managers are authorized to engage in forward contracts to exchange different currencies at a specified 

(see note)
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Foreign Currency Risk – Foreign currency risk is the risk 
that changes in exchange rates will adversely affect the fair 
value of an investment or a deposit. The Systems do not have 
a single investment policy designating the allowable exposure 
to foreign currency; however, each manager must follow guide-

lines established specifically for its managed portfolio. The 
portfolios are continually monitored to ensure compliance with 
these guidelines. The Systems’ exposure to foreign currency 
risk at June 30, 2006 is presented on the following tables:
 
 

PSRS

Currency Debt Equity
Currency/ 

Short Term Total

Australian Dollar  $                  -     $     100,586,448        $    4,258,642           $     104,845,090 

Brazilian Real
                            

       - 
              51,067,982             304,250               51,372,232 

Canadian Dollar   (155,849)             121,139,831             335,485             121,319,467 

Chilean Peso     -                 1,259,520               23,527                1,283,047 

Czech Koruna  -                 9,473,192             617,122               10,090,314 

Danish Krone                     157,719               20,718,809             199,602               21,076,130 

Euro Currency                16,794,916           1,596,257,291           6,157,979          1,619,210,186 

Hong Kong Dollar                     574,334               98,283,013           3,767,414             102,624,761 

Hungarian Forint                                -               12,605,435             118,370               12,723,805 

Indian Rupee                                -                 7,509,578             127,944                7,637,522 

Indonesian Rupiah                               -               11,508,105             241,286               11,749,391 

Israeli Shekel                               -               12,301,590            (309,979)               11,991,611 

Japanese Yen                                -             806,843,927         33,769,892             840,613,819 

Malaysian Ringgit                                -                 4,484,630             242,131                4,726,761 

Mexican Peso                     173,270               21,032,667             611,086               21,817,023 

New Bulgaria Lev                                -                    288,967                        -                   288,967 

New Russian Ruble                                -                              -                    (64)                          (64)

New Taiwan Dollar                                -               46,880,046             282,075               47,162,121 

New Turkish Lira                                -               19,103,315               93,304               19,196,619 

New Zealand Dollar                                -                 2,964,857               15,609                2,980,466 

Norwegian Krone                  1,572,606               73,919,209           6,549,025               82,040,840 

Pakistan Rupee                                -                    378,414                        -                   378,414 

Philippine Peso                                -                 2,052,948             101,815                2,154,763 

Polish Zloty                                -               34,262,557                 5,641               34,268,198 

Pound Sterling                      (8,870)             854,432,604           6,424,924             860,848,658 

Singapore Dollar                                -               16,314,084           1,259,380               17,573,464 

South African Rand                                -               27,339,747               44,343               27,384,090 

South Korean Won                                -             107,036,318               56,056             107,092,374 

Swedish Krona                                -               84,876,726           2,568,526               87,445,252 

Swiss Franc                                -             329,866,629           1,830,749             331,697,378 

Thailand Baht                                -               23,928,852                     30               23,928,882 

Yuan Renminbi                                -                              -               54,286                      54,286 

   Total            $  19,108,126        $  4,498,717,291         $  69,750,450        $  4,587,575,867 
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Currency Debt Equity
Currency/ 

Short Term Total

Australian Dollar  $                  -     $     100,586,448        $    4,258,642           $     104,845,090 

Brazilian Real
                            

       - 
              51,067,982             304,250               51,372,232 

Canadian Dollar   (155,849)             121,139,831             335,485             121,319,467 

Chilean Peso     -                 1,259,520               23,527                1,283,047 

Czech Koruna  -                 9,473,192             617,122               10,090,314 

Danish Krone                     157,719               20,718,809             199,602               21,076,130 

Euro Currency                16,794,916           1,596,257,291           6,157,979          1,619,210,186 

Hong Kong Dollar                     574,334               98,283,013           3,767,414             102,624,761 

Hungarian Forint                                -               12,605,435             118,370               12,723,805 

Indian Rupee                                -                 7,509,578             127,944                7,637,522 

Indonesian Rupiah                               -               11,508,105             241,286               11,749,391 

Israeli Shekel                               -               12,301,590            (309,979)               11,991,611 

Japanese Yen                                -             806,843,927         33,769,892             840,613,819 

Malaysian Ringgit                                -                 4,484,630             242,131                4,726,761 

Mexican Peso                     173,270               21,032,667             611,086               21,817,023 

New Bulgaria Lev                                -                    288,967                        -                   288,967 

New Russian Ruble                                -                              -                    (64)                          (64)

New Taiwan Dollar                                -               46,880,046             282,075               47,162,121 

New Turkish Lira                                -               19,103,315               93,304               19,196,619 

New Zealand Dollar                                -                 2,964,857               15,609                2,980,466 

Norwegian Krone                  1,572,606               73,919,209           6,549,025               82,040,840 

Pakistan Rupee                                -                    378,414                        -                   378,414 

Philippine Peso                                -                 2,052,948             101,815                2,154,763 

Polish Zloty                                -               34,262,557                 5,641               34,268,198 

Pound Sterling                      (8,870)             854,432,604           6,424,924             860,848,658 

Singapore Dollar                                -               16,314,084           1,259,380               17,573,464 

South African Rand                                -               27,339,747               44,343               27,384,090 

South Korean Won                                -             107,036,318               56,056             107,092,374 

Swedish Krona                                -               84,876,726           2,568,526               87,445,252 

Swiss Franc                                -             329,866,629           1,830,749             331,697,378 

Thailand Baht                                -               23,928,852                     30               23,928,882 

Yuan Renminbi                                -                              -               54,286                      54,286 

   Total            $  19,108,126        $  4,498,717,291         $  69,750,450        $  4,587,575,867 

 

Currency Debt Equity
Currency/

Short Term Total
Australian Dollar  $                 -  $      8,931,609  $     377,364   $      9,308,973 

Brazilian Real   -  4,398,951  33,600 4,432,551 

Canadian Dollar (598,169) 10,373,430  46,650  9,821,911 

Chilean Peso  - 117,625   2,172 119,797 

Czech Koruna   -  842,965   54,914 897,879 

Danish Krone  15,564 1,840,174  24,838 1,880,576 

Euro Currency   1,405,351  140,451,511  663,318   142,520,180 

Hong Kong Dollar  54,599  9,297,040  250,091   9,601,730 

Hungarian Forint    -  1,111,045 10,547  1,121,592 

Indian Rupee  -     691,253 11,942    703,195 

Indonesian Rupiah - 1,057,664  18,467  1,076,131 

Israeli Shekel    -  1,024,678   (31,644)   993,034 

Japanese Yen   -  71,503,338  2,935,965  74,439,303 

Malaysian Ringgit  - 416,963  22,355   439,318 

Mexican Peso 10,979 1,923,621  59,658    1,994,258 

New Bulgaria Lev   -  26,159   -    26,159 

New Russian Ruble    -    -  (334)  (334)

New Taiwan Dollar    -  4,345,106   59,845 4,404,951 

New Turkish Lira     - 1,763,046  28,289 1,791,335 

New Zealand Dollar   - 237,287  4,113    241,400 

Norwegian Krone 145,834  6,550,211  577,941 7,273,986 

Pakistan Rupee   -  9,847   -    9,847 

Philippine Peso   - 182,561 12,318 194,879 

Polish Zloty     -  3,056,957    7,172   3,064,129 

Pound Sterling  (10,593) 75,381,306   56,467 75,427,180 

Singapore Dollar   - 1,729,170  115,697  1,844,867 

South African Rand  -   2,860,574   8,158   2,868,732 

South Korean Won  -  9,800,839 5,264  9,806,103 

Swedish Krona  -  7,325,485   260,666 7,586,151 

Swiss Franc  - 29,252,989   112,296  29,365,285 

Thailand Baht -  2,220,006    - 2,220,006 

   Total $  1,023,565 $  398,723,410 $  5,728,129  $  405,475,104 
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 2006 Purchase Value Fair Value

PSRS $ 2,058,261,171 $ 2,052,279,597

PEERS 186,100,757 185,499,509

 2005 Purchase Value Fair Value
PSRS $ 1,062,699,880 $ 1,069,233,879

PEERS 93,946,587 94,519,080

The “Net appreciation (depreciation) in fair value of invest-
ments” found on the Statements of Changes in Plan Net 
Assets includes for PSRS a net loss on forward contracts 
and currency disposal of $16,209,283 during 2005-2006, 
and a gain of $11,883,857 during 2004-2005. PEERS had a 
similar net loss of $1,454,583 during 2005-2006 and a gain of 
$1,237,270 in 2004-2005. 

Certain managers are authorized to enter into contractual com-
mitments involving other financial instruments with off-balance-
sheet risk. During the year, the Systems held equity futures, 
Treasury futures, options, forwards and swaps. These are 
used to minimize the expenses and volatility of the portfolio.

The following derivatives were held by the Systems at June 30, 
2006: 

Type
PSRS

Notional Value
PEERS

Notional Value
Equity futures $    155,611,588 $     9,041,578

Treasury futures 25,318,859 (2,442,828)

Currency futures 1,420,763,686 119,208,851

Cash futures 41,585,993 4,605,004

Total $ 1,643,280,127 $ 130,412,605

Derivatives – The Systems are parties to certain financial 
investments with off-balance sheet risk used in the normal 
course of business to generate earnings and reduce exposure 
to fluctuations in market conditions. Derivatives are reported at 
fair value on the Statements of Plan Net Assets. 

International security managers are authorized to engage in 
forward contracts to exchange different currencies at a speci-
fied date and rate. These forward contracts involve elements of 
custodial and market risk in excess of the amount recognized 
in the Statements of Plan Net Assets. The forward exchange 
contracts activity (purchases and sales) during fiscal years 
2006 and 2005 are shown below.

Security Lending Activity – Under the “prudent person” 
authority of the governing statutes and in accordance with 
the policies set by the Board of Trustees, the Systems lend 
securities to broker-dealers and banks pursuant to a form of 
loan agreement. The Systems’ custodial bank is authorized to 
lend available securities to approved broker-dealers and banks 
subject to the receipt of acceptable collateral.

During the fiscal year, the Systems lent securities and received 
cash (both U.S. and foreign currency), securities issued or 
guaranteed by the U.S. government or its agencies, sovereign 
debt of foreign countries, and irrevocable bank letters of credit 
as collateral. The Systems did not have the ability to pledge 
or sell noncash collateral absent borrower default. Borrowers 
were required to deliver collateral for each loan equal to: (1) 
in the case of loaned securities denominated in U.S. dollars 
or whose primary trading market was located in the United 
States, or sovereign debt issued by foreign governments, 
102% of the fair value of the loaned securities and (2) in the 
case of loaned securities not denominated in U.S. dollars or 
whose primary trading market was not located in the United 
States, 105% of the fair value of the loaned securities.

The Systems did not impose any restrictions during the fiscal 
year on the amount of the loans that the custodial bank made 
on their behalf. There were no failures by any borrowers to 
return loaned securities or pay distributions thereon during the 
year. There were no losses during the year resulting from a 
default of the borrowers or the custodial bank.

The Systems and borrowers each maintained the right to ter-
minate all securities lending transactions on demand. The cash 
collateral received on each loan was invested together with 
the cash collateral of other qualified tax-exempt plan lenders 
in a collective investment pool. The average duration of such 
investment pool as of June 30, 2006 was 58 days and an aver-
age weighted maturity of 479 days. Because the loans were 
terminable at will, their duration did not match the duration of 
the investments made with cash collateral. On June 30, 2006 
the Systems had no credit risk exposure to borrowers because 
the amounts the Systems owed the borrowers exceeded the 
amounts the borrowers owed the Systems.

The collateral held (including both cash collateral recognized 
in the “Statements of Plan Net Assets” and non-cash collat-
eral) and the fair values of securities on loan for PSRS were 
$4,145,455,453 and $4,069,555,366 at June 30, 2006 and 
$3,753,757,500 and $3,661,039,721 at June 30, 2005. Net 
security lending income was $12,050,552 for the 2005-2006 
fiscal year and $10,930,013 for the 2004-2005 fiscal year.
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Note 6 – Retirement Plans 

Section 401 (a) Defined Benefit Plan – All full-time 
retirement system employees holding a valid Missouri teaching 
certificate are covered by PSRS. All other eligible employees 
are members of PEERS. Both Systems provide retirement 
and disability benefits, annual cost-of-living adjustments and 
death benefits to plan members and beneficiaries. Chapter 169 
RSMo contains the statutory provisions of both Systems. 

PSRS members were required to contribute 11.5% of their 
annual covered salary during 2005-2006 and 11.0% during 
2004-2005. PSRS, as the employer, was required to match 
that amount. The contribution rate is established and may be 
amended by the Board of Trustees. Employer contributions 
to PSRS totaled $29,899 for the 2005-2006 fiscal year and 
$25,854 for 2004-2005. The amounts for these years are equal 
to the required contributions.

PEERS members were required to contribute 5.5% of their 
annual covered salary during 2005-2006 and 5.25% during 
2004-2005. PSRS, as the employer, was required to match 
that amount. The contribution rate is established and may be 
amended by the Board of Trustees. Employer contributions 
to PEERS totaled $281,877 for the 2005-2006 fiscal year and 
$244,539 for 2004-2005. The amounts for these years are 
equal to the required contributions.

Section 457 Deferred Compensation Plan – A volun-
tary Section 457 deferred compensation plan is administered 
to provide additional retirement benefits for employees. The 
plan provides for employer-matching contributions up to a set 
maximum. The total contributions are subject to the limitations 
established in IRC Section 457. The Board of Trustees has 
authority to establish the employer contribution levels. For em-
ployees that are members of PSRS, the System will match up 
to $50 per month. For employees that are members of PEERS, 
the System will match $50 plus 0.52% of salary per month. For 
certain employees, the System will make employer-paid con-
tributions of $1,167 per month. This is governed by individual 
employment contracts as approved by the Board of Trustees.

All employees immediately vest in the employer-matching and 
employer-paid contributions. Employer-matching contributions 
totaled $70,796 for the 2005-2006 fiscal year and $64,679 
for the 2004-2005 fiscal year. Employer-paid contributions 
totaled $28,000 for the 2005-2006 fiscal year and $26,000 
for the 2004-2005 fiscal year. Employee contributions totaled 
$169,349 for the 2005-2006 fiscal year and $135,975 for the 
2004-2005 fiscal year.

The collateral held (including both cash collateral recognized 
in the “Statements of Plan Net Assets” and non-cash col-
lateral) and the fair values of securities on loan for PEERS 
were $369,165,286 and $361,416,439 at June 30, 2006 and 
$308,691,069 and $301,486,721 at June 30, 2005. Net secu-
rity lending income was $1,017,073 for the 2005-2006 fiscal 
year and $950,834 for the 2004-2005 fiscal year.

The collective investment pool in which the collateral received 
from security lending loans is invested has the following char-
acteristics. The fair value of the investments held by the pooled 
fund is based upon valuations provided by a recognized pricing 
service. Because the pooled fund does not meet the require-
ments of Rule 2a-7 of the Investment Company Act of 1940, 
the fund’s investments are valued at fair market value for 
reporting purposes. The pooled fund is not registered with the 
Securities and Exchange Commission. 

The custodial bank and, consequently, the investment vehicles 
it sponsors (including the pooled fund) are subject to the 
oversight of the Federal Reserve Board and the Massachu-
setts Commissioner of Banks. The fair value of the Systems’ 
position in the pooled fund is not the same as the value of the 
fund shares. The Systems had no involuntary participation in 
an external investment pool through this fund and no income 
from one fund was assigned to another fund by the custodial 
bank during either fiscal year. 

Note 5 – Additional Deposits Program 

Section 169.035, RSMo provides for an additional deposits 
program for PSRS members. Members may make payments 
above the required defined benefit contribution amount to the 
retirement system in order to provide a monthly annuity at 
retirement based on the total of the deposits and interest.

This annuity is in addition to the defined benefit allowance 
provided by the System. Contributions to the program are 
tax-sheltered. As of September 1, 1996 new deposits to the 
program were limited to members currently with deposits in the 
program. No additional deposits were made during 2005-2006. 
The deposits and interest of the one member who has not yet 
retired totaled $1,646 as of June 30, 2006. 

The deposits to the program are included in the investment 
program of the PSRS defined benefit plan. The additional 
deposits program’s basis of accounting and the asset valuation 
are identical to the defined benefit plan.
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Maintenance of individual member accounts and custody of 
assets have been contracted to a third party administrator and 
investment custodian. Total contributions are sent directly to 
the third party administrator by the employer. Employees can 
self-direct investments of their contributions and their respec-
tive share of matching contributions in a number of investment 
options. Because the System does not hold the plan’s assets 
and does not have significant administrative responsibilities, 
the plan’s assets and changes in net assets are not reported in 
the Systems’ financial statements.

Post-Employment Health Plan – During fiscal year 
2006, PSRS implemented a Post-Employment Health Plan 
(“PEHP”) for employees. Upon termination, an employee will 
receive payment at the rate of one day of pay for each two 
days of accrued sick leave, up to 100 days of accrued sick 
leave (50 days paid). Any days above 100 will be forfeited. All 
payments under the PEHP will be transferred into a PEHP ac-
count which can be used to pay medical premiums for the em-
ployee or a dependent at any time in the future. If an employee 
is retiring, the payments can be transferred back to PSRS on 
a monthly basis to cover the cost of medical insurance for the 
retiree. The amount paid into the PEHP for 2006 was $23,145 
for four employees (three retirees and one termination). The 
cost was charged 60% to PSRS and 40% to PEERS.

Note 7 – Risk Management

The Retirement Systems are exposed to various risks of loss 
related to natural disasters, errors and omissions, loss of as-
sets, torts, etc. The Systems have chosen to cover such losses 

through the purchase of commercial insurance. There have 
been no material insurance claims filed or paid during the past 
three years. 

The Systems have a disaster recovery plan that provides for 
continued computer operations at a remote location should the 
retirement office be unavailable for normal operations.

Note 8 – Commitments and Contingencies

PSRS was committed to the future purchase of investments at 
a cost of $3,294,051,028 on June 30, 2006 and to the future 
purchase of $4,432,914,634 in investments on June 30, 2005. 
PEERS had investment commitments of $316,720,766 on 
June 30, 2006 and $405,654,430 on June 30, 2005.

Certain legal proceedings are pending against PSRS and 
PEERS arising from normal activities. Although unable to 
predict the outcome of these matters, the Systems believe the 
final outcome of these actions will not have a material adverse 
effect on the Systems’ financial statements.

PSRS has entered into a contract with a consultant to provide 
and implement the software and training of an automated 
pension administration system at a cost of approximately 
$8,200,000. As of June 30, 2006, no payments had been made 
pursuant to this contract.
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Schedules of Funding Progress
Required Supplementary Information

 Public School Retirement System
 (Dollar amounts in thousands)

Actuarial
Valuation 

Date

Actuarial
Value of

Assets (a)

 Actuarial Accrued 
 Liability (AAL)– 
 Entry Age  (b) 

 Unfunded  
 AAL  (UAAL) 

 (b - a) 

Funded
Ratio
(a/b)

 Covered 
 Payroll 

 (c) 

UAAL as a
% of Covered

Payroll ((b-a)/c)

6/30/2001
6/30/2002
6/30/2003
6/30/2004
6/30/2005
6/30/2006

  
$  21,146,294 

 22,236,105 
 20,047,982 
 21,501,572
23,049,441 

  24,801,644

 
$    21,282,2031 

 23,333,9372 
 24,719,4503 
 26,225,2594

  27,881,5135

  30,037,1306

 
$      135,909 

 1,097,832 
 4,671,468 
 4,723,687 

   4,832,072
   5,235,486

99.4
95.3
81.1
82.0
82.7
82.6

   
 $  2,982,051 

 3,213,461 
 3,373,058 
 3,408,230 
  3,540,649
  3,775,752 

4.6
34.2

138.5
138.6
136.5
138.7

1Legislative improvements to the benefit formula and ad hoc benefit increases for retirees added $630.3 million to the AAL. 
 Actuarial assumptions were also revised.

2There were no legislative changes in fiscal year 2002.
3The extension of the 25-and-Out provision to 2008 is included in the AAL for 2003.
4There were no legislative changes in fiscal year 2004.
5There were no legislative changes in fiscal year 2005.
6There were no legislative changes in fiscal year 2006.

 Public Education Employee Retirement System
 (Dollar amounts in thousands)

Actuarial
Valuation 

Date

Actuarial
Value of

Assets (a)

Actuarial Accrued 
 Liability (AAL)– 
 Entry Age  (b) 

 Unfunded  
 AAL  (UAAL) 

 (b - a) 

Funded
Ratio
(a/b)

Covered 
 Payroll 

 (c) 

UAAL as a
% of Covered

Payroll ((b-a)/c)
6/30/2001
6/30/2002
6/30/2003
6/30/2004
6/30/2005
6/30/2006

 $ 1,686,242 
 1,810,619 
 1,677,770 
 1,837,308
2,011,566 
2,218,638

$ 1,636,0761 
 1,855,9822 
 2,049,7163 

 2,221,2104 

2,414,4945

2,756.8336

   $   (50,166)
 45,363 

 371,946 
 383,902 
  402,928
538,195

103.1
97.6
81.9
82.7
83.3
80.5

 $    814,158 
 895,420 
 971,177 
 984,866

1,055,204
1,190,994 

(6.2)
5.1

38.3
39.0
38.2
45.2

1Legislative improvements to the benefit formula and ad hoc benefit increases for retirees added $126.4 million to the AAL.  
 Actuarial assumptions were also revised. 

2There were no legislative changes in fiscal year 2002.
3The extension of the 25-and-Out provision to 2008 is included in the AAL for 2003.
4There were no legislative changes in fiscal year 2004.
5There were no legislative changes in fiscal year 2005.
6There were no legislative changes in fiscal year 2006.

%%

% %

See accompanying Independent Auditors’ Report
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Schedules of Employer Contributions
Required Supplementary Information

Public School Retirement System

Year Ended
June 30

 Annual Required 
 Contribution (ARC) 

Employer 
 Contribution

Percentage 
Contributed

2001 $       324,525,673 $       324,525,673 100.0
2002 340,000,556 340,000,556 100.0
2003 376,659,713   355,979,027 94.5
2004 475,400,520 359,762,556 75.7
2005 593,328,374 389,415,997 65.6
2006 608,134,319 429,578,911 70.6

Public Education Employee Retirement System

Year Ended
June 30

 Annual Required 
 Contribution (ARC) 

Employer 
 Contribution

Percentage 
Contributed

2001      $        37,500,243      $        37,500,243 100.0
2002      45,773,119      45,773,119 100.0
2003      52,847,992      48,933,326 92.6
2004      62,315,910      49,976,898 80.2
2005 73,948,917 53,109,687 71.8
2006 79,707,834 61,745,505 77.5

            Notes to the Schedules of Trend Information
The information presented in the required supplementary schedules was determined as part of the  
actuarial valuation at the dates indicated.  Additional information as of the latest actuarial valuation 
follows:

Valuation date                                      June 30, 2006
Actuarial cost method                          Entry Age Normal
Amortization method                            Level Percent, Open
Remaining amortization period 

PSRS                             30 years (1)
 PEERS                           30 years (2)

Asset valuation method                        5-year smoothed market 
                                                              Marked to Market as of June 30, 2003 
Actuarial assumptions: 

Investment rate of return             8.0%
          Projected salary increases* 

 PSRS                            5.0 - 10.25%
  PEERS                          5.0 - 10.0%

        *Includes inflation at                     3.25%
          Cost-of-living adjustments          3.25%

1) 30 year amortization assumes an ARC rate of 28.39% for fiscal year 2007.  The annual statutory increase in the total contribution rate may not 
    exceed 1% of pay.  Contribution rates will be established by actuarial valuation.  
2) 30 year amortization assumes an ARC rate of 13.22% for fiscal year 2007.  The annual statutory increase in the total contribution rate may not 
    exceed .5% of pay.  Contribution rates will be established by actuarial valuation.  

%

%

See accompanying Independent Auditors’ Report



43PSRS/PEERS

financial section
Schedule of Administrative Expenses
For the year ended June 30, 2006

           PSRS           PEERS     TOTAL

Personal services  $   3,789,314  $   2,523,585  $     6,312,899 

Professional services
Actuarial  67,526 61,893 129,419
Audit  30,000 20,000 50,000
Computer consultants  556,439 393,534 949,973
Insurance consultant  3,600  2,400  6,000 
Legislative consultant  19,200  12,800  32,000 
Other consultants  34,370 22,913 57,283
Legal expenses  56,975 37,965 94,940
     Total professional services  768,110 551,505 1,319,615

Communications
Information and publicity  608,789 434,745 1,043,534
Postage  57,107 38,072 95,179
Staff field  44,892 31,063 75,955
Telephone  60,621  40,447 101,068
     Total communications  771,409 544,327 1,315,736

Miscellaneous 
Building and utilities  95,212 63,475 158,687
Insurance  65,794 43,862 109,656
Office  349,857 238,907 588,764
Staff development  146,797 100,065 246,862
Miscellaneous  120,605 40,953 161,558
     Total miscellaneous  778,265 487,262 1,265,527

Charge for use of capital assets  -  251,764  251,764 
Depreciation expense  643,107  - 643,107

Total administrative expenses  $   6,750,205  $   4,358,443  $   11,108,648 

See accompanying Independent Auditors’ Report



44 PSRS/PEERS

financial section
Schedule of Investment Expenses
For the year ended June 30, 2006

  PSRS      PEERS
  Combined                                                                                            

   Totals

Investment management expenses
     U.S. equity  $    18,923,281  $     1,622,779  $    20,546,060 
     Global equity  15,238,165 1,343,676 16,581,841
     Fixed income  7,112,591 607,012 7,719,603
     Real estate 1,173,386 105,967 1,279,353
     Private equity  2,150,124 161,837 2,311,961

       Total investment management expenses  44,597,547 3,841,271 48,438,818
Investment consultant fees  1,080,385 125,039 1,205,424
Custodial bank fees  4,414,433 358,889 4,773,322
Investment staff expenses  465,532 310,342 775,874
Commission recapture income (1,333,500) (108,314) (1,441,814)
       Total investment income expenses $    49,224,397 $    4,527,227 $    53,751,624 

Security lending expenses
     Agent fees $    12,556,014 $       996,009 $    13,552,023
     Broker rebates  138,923,003 11,957,021   150,880,024
       Total security lending expenses $  151,479,017   $  12,953,030  $  164,432,047

See accompanying Independent Auditors’ Report



45PSRS/PEERS

financial section
Schedule of Professional/Consultant Fees
For the year ended June 30, 2006

                                             PSRS              PEERS

Actuarial services
Legal counsel
Financial audit
Legislative consulting
Technology consulting
Insurance consulting
Other consulting
     Total fees

 
$    67,526 

 56,975 
 30,000 
 19,200 

 556,439 
 3,600 

 34,370 
 $  768,110 

 
$    61,893 

 37,965 
 20,000 
 12,800 

 393,534 
 2,400 

 22,913 
 $  551,505 

 
$     129,419 

 94,940 
 50,000 
 32,000 

 949,973 
 6,000 

 57,283 
 $  1,319,615 

    Combined                                                                                            
      Totals

See accompanying Independent Auditors’ Report




