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October 7, 1977

Members of the Legislature of the State of Minnesota:
— THE REPORT IN BRIEF —

The Minnesota State Board of Investment manages many State funds for various constituents. The
trust funds, retirement funds, highway funds, endowment funds and the Treasurer’s general account all
involve individual statutes and policies. The paragraphs following this introduction detail the Board
activities and investment objectives. A complete listing of all securities transactions during fiscal 1977 is

found starting on page 51. A resume is provided as to the reasons for placing business with various
securities firms.

WHAT IS THE SIZE OF THE MINNESOTA STATE FUNDS?

On June 30, 1977, Minnesota’s total investment portfolio amounted to $3,313,5680,190.00. Of this
amount, $269,031,044.00 represented the permanent trust funds invested for the benefit of school
students. Total retirement and welfare funds amounted to $2,078,660,779.00. Many other individual
accounts, including the Invested Treasurer's Cash Fund, three constitutionally dedicated highway funds,
the proceeds from various bond sales, and numerous endowments and departmental accounts comprised
the remaining $965,888,367.00. It has been estimated that the State Board of Investment handles
approximately 80 to 100 accounts, some amounting to hundreds of millions of dollars and others
representing small bequests by individuals for educational or welfare institutions.

TO WHAT EXTENT ARE THE INVESTMENTS DIVERSIFIED?

Statutes require that the funds be invested appropriately for the needs of the individual accounts.
For example, the Invested Treasurer’s Cash Fund, the current tax receipts, is invested entirely in short-
term money market instruments — obligations of the U.S. Treasury and agencies or short-term notes of

corporations. Short-term interest rates have fluctuated widely, from over 12% in late 1974 to less than
5% during fiscal 1977.

The Permanent School Fund is held for perpetuity with the income allocated to educational needs.
This fund may participate in equities to the extent of 20% of the book value; 40% may be invested in
corporate bonds; and the balance is invested in U.S. Treasury and agency obligations.

The various retirement funds are invested in accordance with individual statutes. Equity participations
generally vary from 40% to 50%. One account which meets specialized retirement needs is invested
entirely in common stocks; others emphasize fixed-income securities; one is wholly invested in bonds.
The investments authorized for these various funds, as well as the actual portfolios, are listed in the
main body of this report, and illustrated by the following charts.



DISTRIBUTION OF $3,313,580,190 OF INVESTMENTS MANAGED
BY THE STATE BOARD OF INVESTMENT
JUNE 30, 1977
CHART |

DISTRIBUTION:-BY ASSET TYPE

&
.o(//
%

$583,792,305

U.S. GOVERNMENTS 53.8% 2

.y
$819,444,043 - e

TECHNOLOGY
$91,953,985 8.5%

BASIC INDUSTRY and TRANSPORTATION
$240,631,228 22.1%

CORPORATE NOTES
- $250,024,000
23.4%

ENERGY
$169,335,519 15.6%

CORPORATE OBLIGATIONS
$820,242,196 \\ <
70.8%

CANADIAN OBLIGATIONS
$114,535,000 9.9%

Sy \ P GOVERNMENT GUARANTEED
o IN oo e\ $223,621914 19.3%
ComE $1,158.3%- STATE
EMPLOYEES
RETIREMENT
FUND
$212,975,605

PUBLIC EMPLOYEES

RETIREMENT FUND

$433,466,935
13.1%

6.4%

CHART Il

TEACHERS'
RETIREMENT
FUND
$459,504,295
13.9%

DISTRIBUTION BY FUND

OTHER RETIREMENT FUNDS*

$133,172,535 4.0% MINNESOTA ADJUSTABLE

FIXED BENEFIT FUND
$757,647,531
22.9%

SUPPLEMENTAL RETIREMENT FUNDS
$79,473,258 2.4%

MISCELLANEOUS DEPARTMENTAL FUNDS
$192,594,620 5.8%

INVESTED
TREASURERS
CASH FUND
$534,397,142
16.1%

HIGHWAY

PERMANENT

*OTHER RETIREMENT FUNDS INCLUDE: HIGHWAY PATROLMEN'S
RETIREMENT FUND, PUBLIC EMPLOYEES POLICE AND FIRE FUND,
JUDGES RETIREMENT FUND, AND MINNESOTA VARIABLE ANNUITY FUND.



WHAT WAS THE ACTUAL RATE OF RETURN, OR YIELD, RECEIVED BY THE VARIOUS FUNDS
DURING FISCAL 1977?

The rate of return is sometimes computed to include the gains and losses in securities prices. Wide
variations in annual yield result from combining price fluctuations with dividend and interest income.
It may be more appropriate to consider the actual income to the account during the year. Such com-
putations may be made on the basis of the actual dollars received (as a numerator) divided by the
amount of money and investments in the account, as averaged from three dates of the fiscal year — the
preceding June 30, December 31, and the concluding June 30 — (as a denominator). The approximate
yields on the various accounts for fiscal 1977 were:

ACCOUNT YIELD
The invested Treasurer's Cash Fund (all in short-term money market securities) 6.06%
The Permanent School Fund (after an allowance for a transfer to principal

to compensate for losses due to securities sales over a period of years) 5.63%
The Highway Funds:

Trunk Highway Fund 5.55%

County State Aid Highway Fund 5.74%

Municipal State Aid Street Fund 5.89%
The Minnesota Adjustable Fixed Benefit Fund 6.00%
The ““Basic” Retirement Funds:

Highway Patrolmen’s Retirement Fund 6.26%

Judges Retirement Fund - 8.23%

State Employees Retirement Fund 5.86%

Public Employees Retirement Fund (includes Public Employees Police and Fire Fund) 6.14%

Teacher’s Retirement Fund 6.02%
The Supplemental Retirement Fund:

Fixed Return Account 8.29%

Growth Share Account 3.13%

Income Share Account 6.78%
The Minnesota Variable Annuity Fund 4.78%

(Because of valuations over a two-year period, this account showed a gain of
15.9463% for fiscal 1977, which became a "’Rate of Return” for participants.)

The 6.00% vyield to the Adjustable Fixed Benefit Fund may be misleading in that pensions are based
on a two-year moving average of ‘‘total return’’ (as to stock prices), often supplemented by legislative
directives to increase pensions further. Pre-1973 retirees now receive pension benefits approximately 40-45%
higher than originally authorized. Of this, 30% was mandated by legislation, including the use of “reserves’”
during the early 1970’s, a portion of which was previously earned through the operation of the Fund, but
remained as an integral portion of the account. The balance was due to the performance of the fund
above the b% actuarially-assumed rate.

Chart 111 illustrates, on a historical basis, the rate of return for the three largest retirement funds.
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The net income to the trust and retirement funds, in total and as a percentage of the amount
invested, was higher than during any previous year. It must be emphasized that these yields are based on
actual income and do not include theoretical gains or losses determined by market valuations of
securities. Bonds currently offer the highest yields to the investor, approximately 8%, while the common
stock portfolio yields only 4%; nevertheless, the stocks show a profit above cost despite recent market
declines and a Dow Jones Industrial Average of 847.11 on September 30, 1977. The State’s bond
holdings still show a slight book loss due to purchases, in previous years, of bonds yielding 4% to 7%.
The average of the 8% return received on bonds and the 4% on common stocks approximates the 6%
earned on the funds listed. It is evident that a higher current yield could be received from a greater
participation in fixed income securities, but any potential gain through dividend increases and higher
_equity prices would thereby be diminished. Dividend increases declared by corporate managements on
common stocks during calendar 1977, through October 7, 1977, when this report was being written, had
already totaled $4,683,845.00 on the shares presently owned by the State accounts. This continuing
increase of dividend income, compared with decreases in net yields to bondholders due to ‘“calls” and
refunding at lower interest rates, provides the major reason for equity investments. '

ACTIVITIES OF THE ADVISORY COUNCIL AND THE BOARD DURING FISCAL 1977

At meetings of both the Investment Advisory Council and the State Board of Investment, “‘quality”
was emphasized on all investment purchases. Some common stock sales were made when the Dow Jones
Industrial Average was in the high 900’s and over 1000. Cash flow into the retirement accounts totaled
$296,926,129.00. Of this amount, $192,736,582.00 was placed in equity securities, the remaining
amount was invested in governmental and corporate bonds. During the year, the Government National
Mortgage Association mortgage-backed securities were more attractive from a yield standpoint than
corporate debt obligations. Therefore, these securities were purchased in quantity as investments for the
Permanent School Fund and various retirement accounts. The Board increased its investment activity as
to securities in the “current”” funds — represented by tax receipts, the highway funds, and various other
accounts. Purchases and sales of U.S. Treasury obligations and short-term corporate notes amounted to
$10.72 billion during the fiscal year.

INVESTMENT BOARD POLICIES

The Investment Board took two major actions to emphasize its social, ethical, and governmental
responsibilities during this past year. To minimize the possibility of governmental officials attempting to
use private business associations as a means of selling securities to the State or in other ways acting in
their self interest, the Board unanimously passed the following resolution on November 20, 1976:

“The Executive Secretary requests that purchases and sales of securities not be made through
firms which authorize one or more brokers or other sales representatives — who are also holders
of public office or officials in a position to influence legisiation — to deal either with the
accounts handled by the State Board of Investment or with other public funds in the State of
Minnesota. The purpose of this policy is to avoid any possible conflict of interest between the
Board and any person in an administrative or legislative position within state or local government
who may profit through the placement of securities business by various public funds.

“This policy statement is not meant to include general, overall “year-end’’ bonuses or other
payments made to the entire staff of a securities firm on the basis of total commissions received
from all customers.”

A copy of the resolution was sent to each investment dealer in Minnesota with whom the Investment
Board conducts transactions. Each replied, signifying notice of the Board’s position.

It is hoped that this resolution will eliminate the possibility of favoritism by any of the State's
retirement accounts, including those managed by the State Board of Investment, through the placement
of securities orders with officials in a position to influence legislation or administration.



After several years of discussion regarding the voting of proxies, the Board decided to cast its votes
(which had been withheld since a corporate controversy in 1972) for or against management in accord-
ance with a definite resolution regarding policy. The statement unanimously passed by the Board on
March 25, 1977, is as follows:

RESOLUTION

STATEMENT OF GENERAL POLICY GUIDANCE REGARDING THE VOTING OF PROXIES
BY THE STATE BOARD OF INVESTMENT

WHEREAS, the Investment Board recognizes that when performing their duty of investing
the trust funds (pension and other funds) for which they are custodian, their primary respon-
sibility is the prudent and responsible investment of the assets of the funds for the economic
‘benefit of the beneficiaries of the funds; and

WHEREAS, it has become increasingly apparent that the standards of prudence and respon-
sibility should be considered in light of this additional criterion; the social and environmental
" ‘policies of the corporation in which the State owns or contemplates owning investment; and

WHEREAS, the investing in an enterprise which is flagrantly violating the law or stubbornly
ignoring public policy constitutes implicit endorsement of those policies, and the Investment
Board is of the opinion that government cannot in good faith support such actIVIty without
abrogating its duties to the citizens; and

WHEREAS, it is the Investment Board’s Opinion that corporations which do not take the
welfare of society and its members into consideration, jeopardize their own financial stability,
and in today’s world risk depreciation of their investment value,

NOW, THEREFORE, BE IT RESOLVED that the following guideline be adopted: The
Investment Board shall not knowingly invest or maintain holdings in those corporations which are
in flagrant violation of the law or in stubborn disregard of the social welfare of society, or do
not recognize . environmental responsibilities in their corporate actions, and are not taking
reasonable steps to overcome the situation; and

BE IT FURTHER RESOLVED that the following fneasufes be instituted in the matter:

A. Policy Regarding. Cdritemplated Investments: The Investment Board will not knowingly
invest the trust funds or any other funds of the State in those corporations which are
found in violation of the guidelines set forth above.

B. Policy After Investment: In the case that a corporation in which the State owns securities
is found to violate the guidelines above, all or some of the following actions will be
taken:

1. The Investment Board will discuss the problem with a representatlve of the corpora-
tion in question for the purpose of:

a. expressing the view that, as a shareholder, the State of Minnesota is opposed to
such policies.

b. being informed as to the progress underway in ameliorating the problem.



2. If voting stock in such corporation is held by trust funds administered by the Invest-
ment Board, it may be voted in a manner calculated to ameliorate the existing problem.

a. While it is recognized that it is the Investment Board’s responsibility to vote all
stocks, the Investment Board may solicit recommendations from a sub-committee

of the Board concerning the manner of voting stock of a corporation in violation
of the guidelines set forth above.

b. When deemed necessary to protect the State’s interest in the fund and in grave
cases, the Investment Board may, upon recommendation of said sub-committee,
institute procedures for a shareholder’s proposal for the purpose of committing
the corporation toward correcting the policy in question.

3. In the instance that no recourse mentioned above is available and/or it is shown that
the corporation is not taking steps reasonably calculated to ameliorate the problem in
question within a reasonable period of time, the Investment Board may sell the

State’s investment in the corporation, if sale is consistent with sound investment
policy for the affected funds.

Much of this statement is based on similar action by the State of Connecticut. The final sentence
was added so as to minimize the possibility of action detrimental to investment portfolios through any
possible ““forced sales”.

Governor Rudy Perpich has presided at all Board meetings since Governor Wendell R. Anderson
resigned in December, 1976. The meetings have included a comprehensive review of State policies and
securities transactions. The valuable advice from the Investment Advisory Council has been presented at
Board meetings through the transaction listings and policy resumes by the Executive Secretary. A com-
plete review of investment procedures follows.

* ¥ ¥ ¥ ¥

The Advisory Council was formed in 1961, at the time the statutes first authorized equity invest-
ments in Minnesota’s retirement funds. Most of the members originally appointed still serve on the
Council. Their investment expertise, based on their responsibilities and work as leaders of Minnesota's
investment community, is enhanced by this long period of service and their knowledge of retirement
legislation and investment problems during the past 16 years. It is to be noted that, despite the
unquestioned expertise of these members, their service is offered without compensation. Every member
of this Council is, or has been, a portfolio manager or research director of a major Minnesota institution.

The accounts supervised by the State Board of Investment are divided into several groups, each
governed by individual statutes and managed under different policies. The fund groupings, together with
their approximate book valuations as of June 30, 1977, are as follows: :

Invested Treasurer’s Cash Fund, $534.4 million. This fund includes tax receipts. Since 1969, prime
quality corporate notes have been eligible for use in this account, in addition to U.S. Treasury and
agency obligations maturing within three years.

Highway Funds, $241.8 million. These accounts include U.S. Treasury obligations, debt instruments
issued by U.S. Government agencies and short-term corporate notes due within 270 days of the time

of purchase. The monies are used for the building and maintenance of highways, roads and streets
throughout the state.



Miscellaneous Welfare, Departmental and Temporary Funds, $186.9 million. These funds are invested
according to the terms of particular statutes or applicable policies, primarily in U.S. Treasury
securities. The major portion of these accounts consists of proceeds from bond sales; the monies will
be used within a comparatively short period of time for state building needs. Also included are
endowment funds and trust accounts held for various institutions. During the past three fiscal years,
these funds have been increased through the investment of proceeds from securities issued by the
Minnesota Housing Finance Agency. This investment total varies according to the needs of the agency
in providing housing assistance to Minnesota residents.

Minnesota Adjustable Fixed Benefit Fund, $757.6 million. This account, administered by the State
Board of Investment, may include a maximum of 50% in stocks with the remainder in fixed-income
securities. Retirement benefits are paid to all retired employees from the principal and earnings of
this fund. A two-year average "‘total return” from this fund, in excess of the 5% actuarial assumption,
has been used to augment pension benefits. Earnings and market appreciation during the early
1970’s resulted in an increase in the pensions paid by the various participating retirement funds from
2% to 4% at the beginning of the 1972 calendar year; increases of 4%% to 5%% were paid at the
beginning of the 1973 calendar year. The Legislature provided for an additional 25% increase which
was paid in two installments — in July, 1973, and January, 1974. This adjustment was made at the
time the statutes applicable to the retirement systems of Minnesota were modified to provide benefits
based on salaries paid during the “five-high years’” of employment. Because of this complete statutory
revision, the reserves accumulated during the early 1970’s were used to provide very substantial
increases for those previously retired. Despite the lower stock and bond markets experienced in
1973-1975, recent portfolio results indicate additional pension increases in the near future. A one-
time $250 additional pension amount has been provided for the pre-1973 retirees and a general
pension increase of up to 4% is possible for 1978.

Basic Retirement Funds, $1,195.4 million. Six State-managed retirement funds, invested separately
for employee groups, include U.S. Treasury, municipal and other governmental securities, U.S.
Government-guaranteed obligations, corporate bonds, short-term corporate notes, and common stocks.

Supplemental Retirement Fund, $79.5 million. This fund was established in 1967 for employees of
the State College Board and State Junior College Board. The fund consists of three accounts, one of
which may be invested up to 100% in equities, emphasizing potential growth with the accompanying
market risks. The second includes long-term bonds and stocks oriented toward current income. The
third — the Fixed Return Account — was initiated on July 1, 1974, and includes only bond invest-
ments; it provides an interest yield over a period of time commensurate with the average life and call
protection inherent in the bonds purchased. Legislatures since 1969 have made one or more of these
accounts available for use by police and fire fighter relief associations throughout the state, various
county employees, those members of the State service who are “unclassified”” and do not have the
benefits of tenure, and State employees who wish to participate in a deferred income plan through
which a portion of their salaries may be taxed at the rates in effect at the time of their retirement.

Minnesota Variable Annuity Fund, $43.7 million. This fund was established by the 1969 Legislature
and was made effective in early summer, 1970. The account now includes a diversified list of common
stocks, some fixed-income instruments, and reserves of short-term securities. The participants are
teachers who chose this type of program, which provides retirement benefits based on long-term
investment performance. Because of the many advantages inherent in the new ‘““five-high year’’ plan,
the Variable Annuity may not now be opted by new teachers but is still available to present mem-
bers of the State’s educational system.

Trust Funds, $269.0 million. The Permanent School Fund, invested for the benefit of the school
children of Minnesota, includes U.S. Treasury securities and Government-guaranteed obligations,
corporate bonds of long and short maturities, and common stocks. The Internal Improvement Land
Fund includes only U.S. Treasury obligations.

Because of the differing investment policies applicable to these funds, a short rev1ew of the history
and needs of the various accounts is provided along with a listing of securities.
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INVESTED TREASURER’S CASH FUND

During late summer, 1974, it was evident that tax receipts were somewhat higher than the amounts -
necessary for immediate State expenditures. This ‘‘surplus’’ was invested in U.S. Treasury, government
agency, and high quality corporate securities during late 1974 and early 1975, resulting in substantial
investment income for fiscal 1975 and 1976. As this “surplus’’ was identified in late 1974, securities
in an amount exceeding $100 million were extended in maturity from a few days to a range from nine
months to three years. Investments at fiscal year-end 1975 totaled $607.8 million and declined to $580.9
million on June 30, 1976. By June 30, 1977, the fund further declined to $534.4 million; nevertheless,
a substantial surplus was still evident in the Invested Treasurer’s Cash Fund. Earnings of the State’s
“current’’ accounts have shown a wide variance due to differences in both the amount invested and in
short-term interest rates. During recent years, such earnings have varied from $4.2 million in fiscal 1972
to a high of $37.5 million in fiscal 1975. Earnings declined to $35.0 million for fiscal 1976 and $24.8
million for fiscal 1977. The declines were due both to somewhat lesser fund totals throughout the year
and lower short-term interest rates.

Although it is very difficult to estimate average yields in this account because of variances in the
amount invested, yields earned by this fund approximated 8.68% in fiscal 1975, 6.83% in fiscal 1976,
and 6.06% in fiscal 1977.

Under the terms of 1973 legislation, the investment department buys and sells according to oral
certification of cash available by the staff of the State Treasurer and the Department of Finance. In
recent years, there has been an increase in the use of repurchase agreements and of short-term instru-
ments so that funds may earn money over the shortest of periods — sometimes one day or over a week-
end. Statutes require that securities in the Invested Treasurer’s Cash account extend no longer than three
years in maturity.

THE HIGHWAY FUNDS

The funds held for street, road and highway uses in Minnesota may be invested in bonds eligible for
purchase by the Permanent School Fund and commercial paper used in the retirement accounts. At
present, these funds own short-term U.S. Treasury and agency securities, repurchase agreements backed
by U.S. Treasury or agency obligations, short-term corporate notes and securities guaranteed by the
U.S. Government through the Government National Mortgage Association. The Commissioner of Trans-
portation certifies the amounts not needed in the immediate future; these sums are invested in maturities
approximating the expected disbursement schedule of the Transportation Department. The program
includes considerable reinvestment and adjustment of maturity schedules because of the time necessary
for planning, purchase of right-of-way and construction of highways. The amount of highway funds
invested fluctuates throughout each fiscal year. They varied from a low of $134.0 million in fiscal 1975
to a high of $208.5 million in fiscal 1974 and from $183.5 miilion to $241.8 million during fiscal 1977.

The earnings from these accounts increased from $1.7 million in fiscal 1959 to $13.8 million in
fiscal 1974. Earnings declined to $12.5 million in fiscal 1975, and $11.0 million in fiscal 1976. They
totaled $12.1 million in fiscal 1977.

The income earned from these highway fund investments benefits the counties and municipalities in

Minnesota directly through the County State Aid Highway Fund and the Municipal State Aid Street
Fund. Earnings from the Trunk Highway Fund are used for the overall state highway program.

STATE COLLEGES, WELFARE AND DEPARTMENT OF CORRECTIONS
The State Board of Investment is responsible for the investment of individual and pooled endowment

accounts applicable to scholarships and the support of state institutions, certain funds designated for
welfare purposes, and patient and inmate accounts in both welfare and correctional institutions. Pur-
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chases are limited to U.S. Treasury obligations, except in instances where individual gifts or bequests
provide for the use of other investments.

* * * * *

Schedule | reviews the short-term corporate notes and the U.S. Government and agency obligations
held by the Invested Treasurer's Cash Fund, the highway funds, and the miscellaneous departmental
funds on June 30, 1977. As has been indicated in previous paragraphs, the investment department has
substantially increased its activity in the use of these short-term debt obligations. In order to maximize
yields and, thereby, increase the income to the accounts. The money market securities division of the
investment department supervised short-term securities totaling over $965 million on June 30, 1977. In
addition to those listed on Schedule |, there were substantial short-term investments held by the retire-
ment funds and the Permanent School Fund.

THE MINNESOTA ADJUSTABLE FIXED BENEFIT FUND

The Minnesota Adjustable Fixed Benefit Fund includes the assets representing the reserves from
which pensions are paid to individuals who have retired; these recipients are members of various public
funds including the six basic retirement funds managed by the State Board of Investment and the fund
administered by the Municipal Employees Retirement Board of Minneapolis. There has been a substantial
revision in this portfolio during the past five years because of the many different hoidings transferred
into the account during the 1969-70 fiscal year. Although substantial reserves were accumulated to make
possible the continuation of a high level of pensions during years of stock price downturn, these reserves
were distributed to retirees during 1974 to compensate partially for the higher pensions now being paid
under the ‘‘five-high year”’ plan. Because the 1973 and 1974 downturn in the stock market coincided
with a higher rate of inflation, there is some impetus to use the increased yield generated through the
price appreciation of both bonds and stocks to provide a basis for adjusting pensions as a compensation
for inflationary pressures. In this way, the employer group — the State, municipality, county or school
board — would face the risks of long term market fluctuations, whereas the individual would receive
benefits more dependent upon actual changes in the cost of living. Concern has been expressed, how-
ever, that this account would lose its ‘‘complete funding’” and become less sound from an actuarial
standpoint if long-term benefit improvements were based on the cost of living rather than on actual
investment performance. Favorable income gains were apparent during the past two years. It is probable
that these increases will justify further benefit improvements in early 1978. '

-Under the provisions of 1971 legislation, the net return to the Minnesota Adjustable Fixed Benefit
Fund was determined on the basis of income and an average of the cost-to-market relationships of stocks
taken bi-monthly over a two-year period. This interpretation of investment results meant that a sub-
stantial contribution toward the cost of the increased pensions in the State-managed funds was met from
this '"total return” during the period through 1973; the portion attributable to the Municipal Employees
Retirement Board of Minneapolis was used toward higher pensions and increased reserves. In recent
years, whenever an increase was granted, the Legislature established a “'new base’’ below which pensions
may not decline.

Common stocks may comprise up to 50% of this portfolio, with convertible debentures limited to an
additional 10%. On June 30, 1977, the percentage committed to common stock investments, on a net
original cost basis, was 47.27% of the portfolio. This fund increased in value by $94.6 million during the
fiscal year. : A ~

THE BASIC RETIREMENT FUNDS

The State Investment Board manages six accumulation retirement accounts which include both
employer and employee contributions during the employee’s working period; at the time of retirement,
the assets are transferred to the Adjustable Fixed Benefit Fund. Common stocks may total 50% of these
accumulation accounts. At the time of this writing, equities comprise approximately 49% of each fund on
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a net original cost basis, with the remainder invested in fixed-income securities of the U.S. Government,
its agencies, Canadian governmental units, and corporations.

The 1969 Legislature made it possible for each fund to include a small portion of unrealized market
gains in the income portion of the account through a procedure which applies after the market valuations
of equities exceed the original cost by 15% for six consecutive two-month periods — or one year. At
such a time, an amount equal to 3% of the cost of the equities could be added to the retirement fund
for actuarial and accounting purposes. The first such increase occurred on October 31, 1972; this was
followed by a second increase on December 31, 1972. Because of the probability that such market
increases would not continue, it was decided that each of these increases would be added to the income
accounts in three equal installments during three successive fiscal years. The first increase applied during
fiscal 1972, 1973 and 1974, while the second increase was applicable in fiscal 1973, 1974 and 1975.

The 1973 Legislature modified the law to provide for such an increase or decrease whenever the
market valuation of equities varied from the revised cost figure by 10% for six consecutive two-month
periods. The market downturn during 1973 and 1974 resulted in the first 3% downward revision on
February 28, 1975. A second decrease applied to several of the retirement funds on April 30, 1975.
Because the 1973 statute authorized the computation of such yield declines over a five-year period, it
is anticipated that the net effect of such calculations will be minimal when computing fund yield per-
formance on a long-term basis.

By early calendar 1975, because of rising stock prices, it was evident that there would be no further
downward adjustment in the statutory valuation of equities for an extended period. Schedule [11 indicates
the net yield accruing to the three largest basic retirement funds during the period 1957 through 1977.
During these 21 years, the yield has increased from less than 3% to approximately 6%. Footnotes 14 and
15, following Schedule |11, explain the effect of the statute relating equity valuations to the stock market.

Schedule IV lists the securities held in the largest basic retirement funds on June 30, 1977. Because
of the identical purpose for which these accounts are established, it has been investment department
policy to use the same securities in each account, whenever funds have been available. Differing flows of

new money, however, have resulted in varying cost and a somewhat different overall composition of
these three accounts.

The Public Employees Police & Fire Fund was established during the early 1960’'s in order to provide
an investment vehicle for the smaller police and fire fighter organizations throughout the state as well as
for larger organizations which chose to participate in this retirement plan. Schedule V includes the fixed-
income securities in this account on June 30, 1977, and Schedule VII lists the equity portfolio. This

account showed a sizable increase in value — from $57.5 million to $66.6 million — during the past fiscal
year.

The Highway Patrolmen’s Retirement Fund resulted from the merger in 1969 of the State Police
Officers’ Retirement Association and the Highway Patrolmen’s Retirement Association. Because the two
previous accounts were quite small and had limited and unpredictable flows of new money, the new
merged account appears to be more manageable; this has benefited both groups. Schedule VI includes the
fixed-income securities in this account on June 30, 1977, and Schedule V11 lists the equity portfolio.

State, municipal and school district bonds comprised over 71.0% of total investments in these retire-
ment funds as recently as the late 1950's; such holdings declined to 0.3% by June 30, 1977. This
decline was due to the sale and maturity of bonds, as well as the placement of all new money in other
types of securities. Because most of the remaining ‘‘municipals”’ consist of odd lots that carry either no

rating or a low rating by the services, it is presumed that a large portion of these bonds must be held to
maturity.

The Judges Retirement Fund was established in 1974; no permanent investments were purchased
until the 1975 fiscal year. Because of statutory limitations, the percentage of funds invested in equities
may be increased by only 5% of total investments each year. During the 1977 fiscal period, the fund was
subject to a 15% equity limitation. Schedule VI lists the investments as of June 30, 1977.
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THE MINNESOTA SUPPLEMENTAL RETIREMENT FUND

The three accounts of the Minnesota Supplemental Retirement Fund are invested in accordance with
three different philosophies in order to meet the individual needs and desires of the participants. The
income share account, limited to 50% in common stock, consists primarily of high quality corporate
borids and emphasizes comparatively higher yielding equities of well-known companies. The growth share
account, on the other hand, may participate in the equity market up to 100% of total assets and
includes stocks of companies offering a low current yield and representing firms which may have
significant long-term potential from the standpoint of earnings growth. These stocks tend to fluctuate in
price to a far greater extent than those in the income share account. The fixed return account, invested
entirely in bonds, is not subject to market fluctuations. The amounts contributed each year into this
account, however, will earn varying interest rates depending upon the existing yield structure.

The growth share and income share accounts were established on a unit basis on October 1, 1967,
with each unit worth $10.00 on that date; due to a two-for-one split on June 30, 1973, the current
units had a net worth of $5.00 on inception date. A summary of the market valuations experienced by
the two accounts since the beginning of the program in 1967 is as follows (as adjusted for the two-for-
one split):

Income Share Account Growth Share Account
High Low High Low
Oct. ‘67 — Dec. '68 $5.52 (Nov. '68) $4.98 (Oct. '67) $5.44 (Nov. '68) $4.52 (Feb. '68)
1969 5.40 (Jan.) 4.99 (Dec.) 5.32 (Oct.) 4.71 (July)
1970 5.69 (Dec.) 4.81 (Jan.) 4.94 (Feb.) 3.73 (June)
1971 ‘ 6.30 {Dec.) 5.86 (Jan.) 6.21 (Dec.) 5.09 (Jan.)
1972 7.11 (Dec.) 6.36 (Jan.) 7.92 (Dec.) 6.47 {(Jan.)
1973 7.15 (Sept.) 6.69 (Nov.) 7.53 (Jan.) 5.29 (Dec.)
1974 o 6.80 (Feb.) 5.31 (Sept.) 5.35 (Jan.) 3.21 (Sept.)
1975 7.12 (Dec.) 6.26 (Jan.) 5.17 (June) 3.95 (Jan.)
1976 8.84 (Dec.) 7.58 (Jan.) 5.72 (Dec.) 5.28 (May)-
Jan. — June '77 8.84 (June) 8.51 (Mar.) 5.36 (June) 5.07 (May)

Schedule IX lists the assets in the income share account on June 30, 1977. Both equity and bond
valuations have declined since calendar year-end 1976. Nevertheless, the stocks in the income share
~account have held their value particularly well due to the market’'s new emphasis on “‘yield securities’’.
The comparative "‘safety’’ of this portfolio, due to the type of stock used and the diversification between
fixed-income and equity securities, has resulted in its use by most retirement organizations eligible to
participate in the Supplemental Retirement Fund. It is anticipated that the results, over a period of
years, will never be spectacular, but will tend to be satisfactory from the standpoints of safety, yield and
long-term growth. v '

Schedule X consists of a listing of the securities in the growth share account on June 30, 1977.
Under the terms of the Prospectus for the growth share account, it is a policy of the department to
maintain a steady investment in stocks of companies which evidence growth potential. It has also been
an established policy to avoid extreme “'buy’ or ‘“'sell’”” programs which could result in a high cash
position for a brief period of time. Such a program can be disastrous if the market makes unanticipated
moves. This means that the account is in a reasonably fully-invested position at all times and will continue
to be subject to significant changes in market values, particularly during periods of stock market increases,
as in 1972, and during times of market uncertainty and decline, such as during 1973 and 1974. Although
the securities in this account have shown market gains during the recovery that began in 1975, these
stocks have not experienced the acceptance evidenced by the higher-yielding shares in the income share
account. '
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The assets in the fixed return account, established on July 1, 1974, are listed in Schedule XI. Unit
valuations do not change; they are arbitrarily set at $5.00 per unit. The return from this fund is based
entirely upon the rate of interest received from the bonds purchased in the account.

Under the provisions of the applicable statutes, the Investment Board establishes an ‘‘indicated rate”
of return for the coming fiscal year on July 1. On July 1, 1974, this rate was set at 8.50%. The bonds
purchased during the fiscal period provided a yield somewhat higher than that anticipated. The partici-
pants — then consisting only of individual retirement funds — received 9.10% on all contributions made
during the 1975 fiscal year. During fiscal 1976, the plan was broadened in scope to include individuals
who wish to participate in a fixed-return investment under various retirement or deferred income plans.
The return to individual participants was set at 8.9% for those contributions received during the 1976
fiscal year; in July, 1977, the return for individuals was established at 8.3% for 1977 fiscal contributions.

The amounts received from the various retirement organizations were invested at a rate which may,
presumably, be applicable for the year of contribution plus an additional nine years. This extended
period of ‘‘guaranteed’” income is due primarily to the ‘“call” and “‘refund’” protection received on the
bonds purchased. The participating retirement organizations received 8.8% for a ten-year period on those
contributions received during fiscal 1976 and 8.1% for those received in fiscal 1977. The slightly
lower rate attributed to the institutional participants is due to the fact that a portion of the income
will be set aside in the form of reserves to provide for any possible future diminution of income.
Because of the uncertainties in the economy, an assumed rate for the 1978 fiscal year has been
established at 7.0%. Participants will be paid a higher rate of return if the securities purchased during
the coming year warrant such payments.

There is a substantial amount of interest in the fixed-return account because of the investment
uncertainties made evident by the 1973-74 decline in both the stock and bond markets. The idea of a
definite interest earnings — with no dependence upon stock or bond market fluctuations — apparently
has great appeal to many fund participants. Because of the response to this new account, the assets
increased from $4.2 million to $8.6 million during the 1977 fiscal year. The significant influx of contri-
butions to this account has resulted in considerable reserves being held in short-term investments. These
monies will be placed in securities of longer maturity for which commitments are being made. It is the
intent of the investment department that over 40 issues of fixed-income securities comprise the account,
so that the fund may be assured of adequate industry diversification. 1t is emphasized that the bonds pur-
chased are concentrated in the AAA and AA quality levels. This will add to the safety applicable to the
fund contributions and should minimize the chance of losses.

MINNESOTA VARIABLE ANNUITY FUND

The Minnesota Variable Annuity Fund was advocated prior to the adoption of the ‘‘five-high year”
plan by the Teachers Retirement Association. The participants received a net return of 5.4500% in fiscal
1971, 9.1670% for fiscal 1972, and 6.2393% for fiscal 1973. During fiscal 1974, the participants suffered
a decline of 4.1478%, followed by another decrease of 17.9638% during fiscal 1975, and a decline of
0.0101% for the fiscal year ended June 30, 1976. The laws applicable to valuations and computation
of net return dictate that a two-year period be used in calculating increases or decreases to the fund. As
has previously been indicated in this report, the stock and bond market “‘lows” of 1974 were used in
these calculations through fiscal 1976. Because the two most recent fiscal years have evidenced higher
stock prices, the 1977 fiscal results showed an increase of 15.946%. Cost-to-market ratios already

applicable to the June, 1978, computations indicate a probable minor positive net return for the next
fiscal year.

Although most variable plans are based entirely on participation in equity investments, the wide-
spread use of this fund and the fluctuations in the stock market since the account’s inception have
caused the investment department to adopt a policy which includes approximately 25% to 35% in fixed-
income investments.
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"The option for the Variable Annuity was terminated during fiscal 1974. Therefore, the fund will
continue only as an investment medium for those teachers who have already chosen to have a portion
of their retirement monies invested in accordance with the Variable Annuity concept. The securities in
this fund on June 30, 1977, are listed on Schedule XII.

THE PERMANENT TRUST FUNDS

The State’s permanent trust funds showed their greatest rate of growth during the 1940’'s and 1950's.
Until a constitutional amendment was passed in 1956, half of the receipts from the iron ore occupation
tax accrued to the principal of the permanent trust funds, which were invested for the benefit of the
schools, the University of Minnesota and other state institutions. In recent years, the entire receipts
from this tax have been applied directly toward meeting the State’s current educational needs.

During the years immediately following the adoption of the constitutional amendment, long-term
low-coupon U.S. Treasury bonds were sold from the Permanent School Fund, with the proceeds being
invested in higher-yielding corporate securities. In accordance with this amendment, corporate bonds
were purchased to the approximate maximum of 40% of the fund. During the past several years, how-
ever, mortgage-backed securities guaranteed by the U.S. Government and issued through private organiza-
tions in cooperation with the Government National Mortgage Association have offered a yield com-
parable to, or greater than, that received from corporate bonds of similar quality. These mortgage-
backed securities were purchased during the summer months of 1974 at vyields as high as 10.14%.
Because of the lack of inflow of new cash into this fund, the gradual return of principal offered by this
type of investment has been very attractive; we have thus been able to maintain a cash flow for current
investment needs.

Arrangements between the State Board of Investment and the Minnesota Banker’s Association have
resulted in a program through which the Permanent School Fund has purchased those portions of Small
Business Administration loans which are guaranteed by the United States Government. These loans are
arranged through various banks in Minnesota and are ‘‘pooled’” through the facilities of the Summit
State Bank of Richfield. This program, initiated through the cooperation of the Governor, the State
Treasurer and the Minnesota Banker’s Association, appears to offer a unique opportunity to achieve a
satisfactory yield and an adequate cash flow to this permanent trust fund. It also marks a unique
opportunity for following prudent investment principles in achieving an appropriate vyield, while aiding
the development of businesses in Minnesota.

Because of the comparative attractiveness of United States Government-backed securities, the
corporate bond portfolio has been reduced to 28.9% of the book value of the Permanent School Fund;
it is anticipated that the holdings of high-quality debt securities will be increased as more appropriate
yield spreads become prevalent. United States Government and Government-guaranteed obligations

constitute 47.3% of the book value of this account; common stock investments are maintained near the
20% limit.

Schedule XIlII indicates that the investment changes have resulted in an increase in net yield from
2.68% during the late 1950's to 5.63% during the 1977 fiscal year. A marked increase in return during
the past six years was possible because of the use of United States Government-guaranteed obligations.
A portion of the income will be transferred on an annual basis to the principal of the account to
replenish the book losses taken through the sale of long-term United States Treasury and corporate
fixed-income obligations during the past 16 years.

Schedule X1V lists the securities in the Permanent School Fund on June 30, 1977.

* * * * *
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A review of policies concerning the placement of business, together with a summary of transactions
completed during the fiscal year from July 1, 1976, through June 30, 1977, follows the schedules
described above.

The investment results achieved in fiscal 1976 and 1977 have been satisfactory. The cooperation and
advice received from the members of the State Board of Investment and the Advisory Council on State
Trust Funds played a most important part in achieving these results. |t is now evident that the funds
benefited considerably through the significant purchase program completed during late 1974 and 1975.
Considering the size of the fund and varying interest rates, earnings of the Invested Treasurer’s Cash
Fund have been increased due to the attention given to current bank balances by the Treasurer’s and
Finance offices.

The many Minnesota investment accounts must be managed under widely different investment
policies and procedures. The Advisory Council has been of great help in determining the objectives for
the various funds. It is hoped that each of these investment accounts may be managed for the lasting
benefit to all of Minnesota — both the retirement beneficiaries and the State’s citizens.

Respectfully submitted,

Tt & 2345t

Robert E. Blixt, C.F.A.
Executive Secretary
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SCHEDULE |

STATE OF MINNESOTA
STATE BOARD OF INVESTMENT

SHORT-TERM CORPORATE NOTES AND U.S.
GOVERNMENT OBLIGATIONS HELD BY VARIOUS FUNDS

Security

June 30, 1977

Invested

HIGHWAY FUNDS

Miscell

Treasurer's
Cash Fund

County

Trunk State Aid

Municipal
State Aid

Departmental
Funds

SHORT-TERM CORPORATE NOTES

Maturity less than 30 days
Maturity 30-270 days

Total Short-Term Carpora

$103,500,000
54,000,000

$ 16,166,000
15,700,000

$17,861,000
10,350,000

$ 6,056,000 -
7,135,000 -

te Notes  $157,500,000 $ 31,866,000 $28,211,000

$13,191,000 -

U.S. TREASURY SECURITIES AND
GOVERNMENT AGENCY SECURITIES

Bills

Maturity less than 30 days
Maturity 30-90 days
Maturity 3-6 Months
Maturity-6-12 Months

Total Bilis
Repurchase Agreements

Maturity less than 30 days
Maturity 30-45 days

Total Repurchase Agreements

$ 425,000
1,200,000
2,050,000

- $ 2,490,000
$ 1,225,000 -

$ 1,510,000 -
$ 3,950,000
26,915,000

2,050,000
- 525,000

$ 1,225000 $ 2,490,000 $ 3,675,000

$ 19,500,000

$ 67,100,000
- 5,200,000

$ 6,967,000

$ 3,560,000 $ 31,390,000

$ 20,081,000

$ 300,000
- 500,000

$ 67,100,000 $ 24,700,000 $ 6,967,000

Government Agency Securities

Maturity less than 30 days
Maturity 30-90 days
Maturity 91-180 days
Maturity 6 months-1 year
Maturity over 1 year

Total Government Agency

$ 66,100,000
8,800,000
119,775,000
23,000,000
8,000,000

$ 4,000,000
12,400,000
2,500,000
5,000,000
4,000,000

$ 2,000,000
6,400,000
9,000,000
8,000,000
2,000,000

$ 300,000 $ 20,581,000

$ 4,000,000
4,000,000
7,000,000

$ 14,080,000
28,270,000
32,000,000

7,950,000 25,003,000

2,000,000 20,035,000

Securities $225,675,000 $ 27,900,000 $32400,000

Federa! Housing Administration

Certificates

8.00% River Crossing Apartments

due 11-30-78

Total Federal Housing
Administration Certificates

647,142 - -

$24,950,000 $119,388,000

.

$ 647142 - -

Government National Mortgage
Association, Guaranteed Mortgage

Backed Securities

6.50% IDS Mortgage Corp. due

9-15-88 «1168

- $ 125,000 -

6.50% [DS Mortgage Corp. due

10-15-88 #1169

- 300,000 -

6.50% [DS Mortgage Corp. due

5-15-90 »2290

- 1,075,000 -

8.50% 1DS Mortgage Corp. due

6-15-90 »2291

- 1,275,000 -

6.50% 1DS Mortgage Corp. due

7-15-90 #2424
Total Government Nationa

$ 1,325,000

| Mortgage

Association, Guaranteed Mostgage

Backed Securities

U.S. Government-Guaranteed
Obligations

6.25% Export-lmport Bank due 8-2-77 —

6.875% FHA Insured Notes
due 8-31-77

6.45% SEDCO Maritime, Inc.
due 12-31-77

- $ 2,775,000 $ 1,325,000

$ 5,000,000 $ 1,000,000
- 4,984,552 998,155

- 1,500,000 500,000

$ 1,000,000 -
-1,498,518 -
500,000 -

Tetal U.S. Government-Guaranteed

Obligations

- $ 11,484,552 § 2,488,165

U.S. Treasury Notes and Bonds

8.25% Notes due 8-31-77

8.375% Notes due 9-30-77
7.25% Notes due 12-31-77
6.375% Notes due 1-31-78
6.25% Notes due 2-15-78

7.125% Notes due 5-15-78
7.875% Notes due 5-15-78
7.125% Notes due 5-31-78

Total Maturities less than 1

6.875% Notes due 7-31-78
6.625% Notes due 8-31-78
6.25% Notes due 9-30-78
5.875% Notes due 10-31-78
6.00% Notes due 11-15-78
5.25% Notes due 12-31-78
5.875% Notes due 2-28-79
6.00% Notes due 3-31-79
6.125% Notes due 5-31-79
6.875% Notes due 8-15-79
6.25% Notes due 8-15-79
7.00% Notes due 11-15-79
6.50% Notes due 2-15-80
4,00% Notes due 2-15-80
6.875% Notes due 5-15-80

Total Maturities 1-3 years

$ 5,000,000 - -

5,000,000 - $ 3,000,000

3,000,000 - 1,630,000
5,000,000 - -
15,000,000 - -
6,000,000 — —

$ 2,098,518 -

$ 1,200,000

1,000,000
- 123,000
- 60,000
- 40,000

$ 3,045,000

year § 39,000,000 - $ 4,630,000
$ 8,000,000 - -

5,000,000 - -

- - $ 660,000

- $ 2,000,000 3,000,000
10,000,000 - -
7,250,000 - -

8,000,000 2,000,000 2,000,000
5,000,000 - -

$ 2,200,000 $ 3,268,000

- $ 35,000
$ 1,000,000 77,000

- 15,000
- 215,000
11,000,000

196,000
- 13,000
- 40,000
- 28,500
- 2,000

8.43,250,1100 $ 4,000,000 $ 5,660,000

$ 4,000,000 $ 11,621,500
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HIGHWAY FUNDS

Invested Miscell
Treasurer's County Municipal  Departmental
Security Cash Fund Trunk State Aid State Aid Funds

9.00% Notes due 8-15-80 - - - - $ 49,000
3.50% Bonds due 11-15-80 - - - - 5,000
1.75% Notes due 11-15-81 - = - - 7,000
6.375%-Bonds due 2-15-82 — - - - 9,000
Total Maturities 3-5 years - - - - $ 70,000
7.875% Notes due 11-15-82 - - - - $ 34,000
8.00% Notes due 2-15-83 - - — 2,000
3.25% Bonds due 6-15-83 - - - - 50,500
6.375% Bonds due 8-15-84 - - - - 74,000
4.25% Bonds due 5-15-85 - - - - 19,000
7.875% Notes due 5-15-86 - - - - 245,000
8.00% Notes due 8-15-86 - - - - 90,000
Total Maturities 5-10 years - - - - $ 514,500
3.50% Bonds due 11-15-98 - - - - $ 50,000
Total Maturities more than 10 years - - - - $ 50,000

Total U.S. Treasury Notes and Bonds $ 82,260,000 $ 4,000,000 $10,280,000 $ 6,200,000

$ 15,524,000

Tatal U.S. Treasury, Government
Agency, and Gavernment
Guaranteed Securities

$376,897,142 §$ 73,349,652 $67,165,155 $38,008,518

$186,883,000

Total Short-Term Corporate Notes
and U.S. Government Obligations
Held By Various Funds

$534,397,142 $105,215,552 $85,366,155 $51,199,518 $186,883,000

Note:

-"The above mentioned short-term corporate notes and U.S. Government obligations total $363,061,367.00.

If the short-term corporate notes and U.S. Treasury and agency security investments owned by the retire-
ment funds and Permanent School Fund are included, a total of $1,056,940,367.00 face value of invest-
ment securities were managed by the Money Market Securities Division of the Investment Department on

June 30, 1977.”

SCHEDULE It

MINNESOTA ADJUSTABLE
FIXED BENEFIT FUND

June 30, 1977

RESUME OF ASSETS IN ACCOUNT

CASH CERTIFIED FOR INVESTMENT
MONEY MARKET SECURITIES

Bills
Maturities up to 28 days

Repurchase Agreements
Maturities up to 7 days

Short-Term Corporate Notes
Maturities up to 153 days

UNITED STATES GOVERNMENT-GUARANTEED OBLIGATIONS
(See Listing Below)

UNITED STATES GOVERNMENT AGENCY GBLIGATIONS
(See Listing Below)

CANADIAN GOVERNMENTAL OBLIGATIONS
(See Listing Below)

CORPORATE BOND OBLIGATIONS
(See Listing Below)

CONVERTIBLE DEBENTURES
(See Listing Below)

DEFERRED YIELD ADJUSTMENT ACCOUNT*

COMMON STOCKS (See Listing Below)

TOTAL ASSETS IN ACCOUNT
(for actuarial purposes; not indicative of true market value)

$ 74,419.45

$ 3,435,000.00
$ 20,000,000.00
$ 12,263,000.00
$ 56,953,927.70
$ 3,000,000.00
$ 27,760,000.00
$261,829,876.76

$ 5,294,375.00
$ 5,416,754.24

$361,620,177.67
$757,647,530.82

*This account signifies an amount equal to the discount at which fixed-income securities have been sold at less than
amortized cost; the entire amount is being accumulated over a term equal to the average maturity of the bonds sold.

Note:
value.

Bond investments are listed at face value; convertible debentures and common stocks are listed at market



SCHEDULE Il continued
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Coupon  Average Total
Type of Maturity Rate Yield Amount
UNITED STATES GOVERNMENT-GUARANTEED AND AGENCY BONDS, Company Soeurity Date (a) % by 000) (b)
CANADIAN GOVERNMENTAL OBLIGATIONS Public Serv. Elec. Gas First& Ref. Mtg. Bond  09-01-1994  4.625 6004 \ 2415
AND CORPORATE BOND HOLDINGS Public Serv. Elec.-Gas First & Ref. Mtg. Bond  06-01-2007 8250  8.226 5,000
Southern Calif. Edison First & Ref. Mtg. Bond 09-01-1985  4.375 5.772 1,260
June 30, 1977 Southern Calif. Edison First & Ref. Mtg. Bond ~ 03-01-1989 4375  7.164 1,600
Utah Power & Light First Mtg. Bond 09-01-1990  4.875 4.800 1,290
Coupon  Average Total Total Electric 7.964% $ 31,15
Type of Maturity Rate Yield Amount GAS
i % %
Company Security Date (a) k% oo Brooklyn Union Gas First Mtg. Bond 04011990 4625 4560 $ 1,175
UNITED STATES GOVERNMENT- Columbia Gas System Debenture 01-01-1988 4375 6822 1,650
GUARANTEED OBLIGATIONS Mountain Fuel Supply Debenture 09-01-1986  4.875  4.800 1,228
Southern Union Gas Co. First Mtg. Bond 10-01-1986  4.800 6.201 883
ﬁsOSVOEcF:/'\m%"'I“T 2'3};”,\“&"#5'!3”““ Washington Gas Light First Mtg. Bond 03-01-1991 5200  6.400 1,000
MORTGAGE-BACKED SECURITIES Total Gas 5.793% $ 5936
Advance Martgage Corp. Mtg. Backed Cert. 02-15-2006  8.500 8.666 $ 1,880 TELEPHONE
American Mortgage Co. Mtg. Backed Cert. 07-15-2006  8.000 8.173 963 )
Atlantic Mortgoge Corp. Mg, Backed Cort 05152004 8500 969 390 Bell Tele. Co. of Canada First Mtg. Bond 06012004 9500 9500 § 5,000
Baker Mortgage Co Mtg, Backed Cert, 08152006 8.000 8173 993 General Tel. Co. (Fla.) First Mtg. Bond 05-01-1993  4.500  6.400 1,000
Banco Mortgage Co. Mtg, Backed Cert, 05152006 8250 8491 3830 General Tel. Co. of the Midwest First Mtg. Bond 05-01-1999  7.750  7.750 2,500
Barnes, James T. Mtg. Backed Cert. 05-15-2004  8.000 9.684 829 N.Y. Telephone Co. Rgfunding Mtg. Bond 07-15-2008  8.000 8.494 5,000
Calif. Federal Mortgage Mtg. Backed Cert. 04-15-2006  8.250  8.491 1,898 Rochester Telephone First Mtg. Bond 09-01-1993 4750  6.074 1110
Calif. Federal Mortgage Mtg. Backed Cert. 10152006  8.000  8.162 483 Southern Bell Teiephone &
Cameron-Brown South Mtg. Backed Cert. 05-15-2006 8.250  8.511 974 Telegraph Co. Debenture 03-15-2013  7.625  8.185 5,000
Citizens Mortgage mm. Bac:eg Cert. 0345-%006 ngg Ig?g; 132; Total Telephone 8.333% § 19,610
Colonial Mtg. Alabama tg. Backed Cert. 09-15-2004 9. . PereyTy
Colonial Mtg. Alabama Mtg. Backed Cert 10-15:2006 8.000 8162 1,999 TOTAL PUBLIC UTILITY OBLIGATIONS 1475% 63,261
Colwell Co. Mtg. Backed Cert. 11-15-2006  8.000 8.173 984
FINANCE OBLIGATIONS
Commerce Mortgage Mtg. Backed Cert. 10-15-2004  8.250 8.522 824 N !
Curry, Chartes F. Co. - Mg, Backed Cert, 07152006  8.000  8.173 1,002 m;:m '6‘[;’:“"“"‘ ,’:"0":3 3;8”33; Z’égg ?%gg $ ) %g
First Mortgage Corp. Mtg. Backed Cert. 11152004 9,000 10.148 869 Deere (John Credit Debenture 10-31-1990  5.000 6877 1650
Fort Wayne Mortgage Mtg. Backed Cert. 04-15-2004  8.000 9.684 1,715 Eamily Finance Cor Senior Note 05-15-1990 4'750 4.840 1'300
Foundation Mortgage Mtg. Backed Cert. 09-15-2006 8.000  8.173 951 First g’ank Sytom p- Note 0 06301983 8750 8750 5000
Glenn Justice Mtg. Backed Cert. 10-15-2004  9.000  10.138 791 Ford Motor {Ired't o Debenture 04-01-1999 Bl700 8'956 5'000
Guild Mortgage Co. Mtg. Backed Cert. 10-15-2004  9.000  9.798 2,558 GenmﬁAm m:ce ' Senior Note 03011985 4875 6388 650
Homestead Savings Mtg. Backed Cert. 01152007  8.000  8.173 1,005 Gonoral Elos Coan oo 10311982 4625 4828 1500
International Mortgage Mtg. Backed Cert. 02-15-2006  8.500 - 8.645 893 H 0 F.' | OF Deb 12'1 998 B‘ZOO 8' 0 5'000
Kissell Company Mtg. Backed Cert. 10-15:2006 9,000  9.695 2,405 Norepwell Finance Inc. g’ shenture ey B 8.200 s
Lumbermans Investment Mtg. Backed Cert. 05-15-2006  8.000  8.173 983 Ns:tthxs:: 8::?;:”' N/;EDEhe"mm 09:12:1 936 ;A875 7';;’2 5000
Mortgage Associates Mtg. Backed Cert, 07-15-2005  8.000 8.173 930 Talcott (James) h_"]' Senior Not 10-01-1985 5'000 5'000 '287
Mortgage Investment Co. Mtg. Backed Cert. 10-15-2006  8.000  8.162 970 < e enior fote - B
Northiand Mortgage Co. Mtg. Backed Cert. 10-15-2006  8.000  8.260 1,991 TOTAL FINANCE 0BLIGATIONS 1.747% $ 32,740
Ptefferkorn Co. Mtg. Backed Cert. 08-15-2006  8.000 8.173 993
Progress Mortgage Co. Mtg. Backed Cert. 06-15-2006  8.000 8.173 1,004 INDUSTRIAL OBLIGATIONS )
Regional [nvestment Co. Mtg. Backed Cert. 10-15-2006  8.000 8.162 9965 AMAX, Inc. Senior Note 08-01-1988  4.500 7564 S 2,100
Rubiola, Jacob Mtg. Backed Cert. 01-15-2007  8.000 8.162 1,005 AMAX, Inc. Note 03-15-1997  8.750 8.750 5,000
Seattle Mortgage Co. Mtg. Backed Cert. 10-15-2006  8.000 8.162 497 Archer-Daniets Midland Promissory Note 03-01-1988  4.875 7.884 1,728
Security Pacific Mtg. Mtg. Backed Cert. 01-15-2006  8.500 8.645 963 Armco Steel Corp. Note 12-156-1996  7.875 1.875 4,000
Suburban Coastal Co. Mtg. Backed Cert. 02-15-2006  8.500 8.845 926 Ashland 0Oil & Refining S/F Debenture 02-15-1988  4.725 6.344 1,570
Timber Investment Co. Mtg. Backed Cert. 09-15-2006  8.000 8.260 983 Atlantic Richfield Co. Guaranteed Note 07-15-1996  9.250 9.250 5,000
Valley Mortgage Ca. Mtg. Backed Cert. 07-15-2006  8.000 8.260 987 Beatrice Foods Co. S/F Debenture 09-15-1994  7.875 1.900 3,000
Valley Mortgage Co. Mtg. Backed Cert. 08-15-2006  8.000 8.260 996 “Burroughs Corp. S/F Debenture 07-01-1988  4.500 5.611 2,600
Western Pacific Fin. Mtg. Backed Cert. 09-15-2006  8.000  8.162 1,969 CIBA Geigy Corp. Note 06-01-2000 9500  9.500 5,000
Western Pacific Fin. Mtg. Backed Cert. 12-15-2006  8.000 8.162 1,992 Crown Zellerbach (S.T.) General Mtg. Bond 08-01-1994  8.125 8.125 4,869
TOTAL GOVERNMENT NATIONAL MORTGAGE ASSOCIATION, Dow %';‘;;’f"“l e ebenture e S S A .
GUARANTEED MORTGAGE-BACKED SECURITIES 8.650%  $ 49,761 Firestone Tire & Rubber Debenture 12012006 9250  9.333 5,000
Ford Motor Co. Debenture 07-15-1994 - 39,250 9.277 - 1,850
,ﬁgxg:mﬂﬁgm"@msg" Ford Motor Co. Guaranteed Note 12011995 8625 . 8.625 5,000
American Pres. Lines Government Guar. Bond  11-01-1991 4,800 5.610 © $ 1405 E:x:::;i:cl._and & Expl :/nFmBond ?gé?:ggg z%gg g;;g g‘ggg
States Steamship Co. Government Guar. Bond  03-31-1993  5.100 5.100 2,400 MacMillan Bloedel L:)dA Debenture 10-01-1990 5‘450 4‘950 '350
US. Lina Co. of N.J. Sovemment Guar, Bond 10011987 5,000 5000 1.809 MacMillan Bloedel, Ltd. Debenture 07011994 8750 8750 5,200
U.S. Line Co. of N.J. Government Guar. Bond  11-01-1986  4.375 5.990 1,584 Marathon Oil Co. S/F Debenture 02.01-2000  8.500 8.563 3000
TOTAL GOVERNMENT-GUARANTEED MERCHANT MARINE BONDS 5370% S 7,198 Olympic Pipeline Co. Note 09-01-2001 8.850  8.850 5,000
TOTAL UNITED STATES GOVERNMENT-GUARANTEED OBLIGATIONS 8.235% S 56,949 Qwens-Hllinais, Inc. Note 02:01-1991 5000  8.312 3,650
Raiston Purina Guaranteed Note 11-01-1989  8.750 8.750 2,600
UNITED STATES Ralston Purina Note 12-31-1982  8.000 8.000 3,450
GOVERNMENT AGENCY OBLIGATIONS Raytheon Co. S/F Debenture 07-01-1996  8.250 8.406 5,000
Fed. Natl. Mortgage Assac. Debenture 10111982 8600  8.600% $ 3,000 Scovill Mfg. Co. Note 09-15.1990  4.800  6.383 1.554
Shell Canada, Ltd, Debenture 01-01-1994 7500  7.532 1,900
CANADIAN GOVERNMENTAL Shell Qil Co. Debenture 03-15-1991  5.000 5.000 1,150
PROVINCIAL OBLIGATIONS Sinclair Oil Corp. S/F Debenture 12-16-1988  4.600 6.780 3275
Alberta Govt. Tel. Com. Debenture 06-15-1994 8000 8171 § 3,000 Sprague Electric Co. S/F Debenture 03011988 4.375  4.378 450
British Columbia Hydro Bond 07-15-1995  9.625 9625 5150 Standard Oil of Calif. First Pref. Ship. Mtg. Bd.  03-30-1997  7.700  7.700 1,400
Manitoba Hydro Elec, 8d. Debenture 1015-1997 7650  7.650 2940 Standard Oil of Calif. First Pref. Ship. Mtg. Bd.  03-02-1997  7.700  7.700 1,300
Manitoba, Province of Debenture 04-01-1994  7.87% 7.900 1:020 Standard Oil of Calif. First Pref. Ship. Mtg. 8d.  02-10-1997  7.700 1.100 1,300
Nova Scotia Power Comm. S/F Debenture 03151987  7.750  7.800 3,500 Standard Oit of Calif. Note ) 04011991 5.100  5.100 700
Ontario Hydro Note 03-15-1986  9.500 9.500 5,150 Standard Qil of Calif. First Pref. Ship. Mtg. Bd.  07-02-1999  8.500 8.500 5,150
Standard il (Indiana) Note 11-01-1999  8.250  B8.250 3,000
TOTAL PROVINCIAL OBLIGATIONS 8.618% § 22,760 Standard Oil (Indiana) Note 10012000 7500  7.500 1,750
Standard Oil Co. (Ohio) Debenture 01-01-2000 8500  8.703 4,400
CANADIAN AGENCY Sun 0il Co. Note 07-01-1991 5750  5.750 1,026
Export Development ~ Note 07151881 8500  8.500% $ 5,000 Tenneco West Promissory Note 09011989  4.650  5.826 1,400
TOTAL CANADIAN GOVERNMENTAL OBLIGATIONS 8.597% § 27,760 Texaco, Inc. Note 12:01-2001 7750  7.750 3,763
Union Tank Car S/F Debenture 08-01-1986  5.000 5.000 1,550
CORPORATE BOND OBLIGATIONS Witco Chemical Corp. Note 12-01-1984  4.650 5.890 1,650
Youngstown Sheet Tube First Mtg. S/F Bond 07-01-1995  4.600 4.600 79
;EE'E'TCH:JCT'UTV OBLIGATIONS TOTAL INDUSTRIAL 0BLIGATIONS 8.141%  $123,505
Central Power & Light First Mtg. Bond 06-01-2004  9.375 9.811 $ 5,000 TRANSPORTATION DEBT OBLIGATIONS
Citizens Utilities First Mtg. Coll. Trust 12311991 4.800  4.800 1,000 Atlantic Richfield Co. First Pref. Ship. Mtg. Bd.  12:01-2001 8750 8750  $ 3,000
Hawaiian Electric Co. First Mtg. Bond 04011991 4650  4.650 1,550 Burlington Northern First& Ref. Mig. Bond ~ 0201-1978  4.375 4375 306
Long Island Lighting First Mig. Bond 04011993 4400 4.400 1,000 Greyhound Corp. Senior Note 0515-1984  6.000  6.826 1,662
Minnesota Power & Light First Mg, Bond 08-01-2005 10500  10.500 5,000 Seaboard Coast Line RR First Mig. Bond 12011988 4625 5772 2,125
Minnesota Power & ALxghI First Mtg. Bond 09-01-2006  8.700 8.700 5,000 Southern Railway First & Gen. Mtg. Bond 06-01-1988  4.625 7.820 2,586
Montana-Dakota Util. S/F Debenture 07-01-1984  4.25 5.491 1,600
Philadelphia Electric First & Ref. Mtg. Bond 10151980 11000  11.000 1,000 TOTAL TRANSPORTATION DEBT OBLIGATIONS 7.285% $ 10279
Public Serv. {ndiana First Mtg. Bond 01012007 7625  7.710 5,000



Schedule Il continued

Coupon  Average Total
Type of Maturity Rate Yield Amount
Company - Security Date (a) % % (000} (b)
RAILROAD EQUIPMENT OBLIGATIONS
ACF Industries, Inc. Equipment Trust Cert: 03-01-1982/91 9.000 9.000 $ 3,000
Canadian Pacific, Ltd. Equipment Trust Cert. 02-01-1978/89 8.500 8.500 4,429
Canadian Pacific; Ltd. Equipment Trust Cert. 01-15-1983/92 8.625 8.625 5,000
Chesapeake & Ohio Railway Conditional Sale Agree. ~ 07-01-1977/  8.500 8.508 .- 2,605
01-01-1985
Flying Tiger Corp. Equipment Trust Cert. 09-01-1977  4.650 4.650 25
Flying Tiger Corp. Equipment Trust Cert. 09-01-1977/78 4.650 4.650 25
Louisville & Nashville Conditional Sale Agree. 10-20-1982/31 9.000 9.000 - 4,876
Norfolk & Western Railway Conditional Sale Agree. 10-01-1977/84 8.875 8.875 1,600
St. Louis-San Francisco Railway Conditional Sale Agree. 01-15-1978/85 9.375 9.375 1,374
Seaboard Coast Line Railroad Conditional Sale Agree. 10-10-1982/  9.000 9.000 2,214
L 04-01-1992
Southern Pacific Trans. Conditional Sale Agree. 03-01-1982/91 9.500 9.500 2,804
Union Tank Car Equipment Trust Cert. 12-15-1982/95 9.500 9.500 4,000

TOTAL RAILROAD EQUIPMENT.OBLIGATIONS
TOTAL CORPORATE OBLIGATIONS
TOTAL UNITED STATES GOVERNMENT-GUARANTEED,

CANADIAN GOVERNMENTAL AND CORPORATE OBLIGATIONS

(a) Maost corporate issues have substantial sinking funds and an average life far shorter than the stated maturity date.

{b) Column may not add, due to rounding.

CONVERTIBLE DEBENTURE HOLDINGS
June 30, 1977

. Face Total
Issue . Amount Held Cost
Purex Corporation, Limited, 4 7/8% $1,000,000.00 $ 605,610.00
Convertible Subordinated Debentures,
due 1-15-94 :
Radio Corporation of America, 4 1/2% 3,500,000.00 2,683,5650.00
Convertible Subordinated Debentures,
due 8-1-92 :
Sherwin-Williams Co., 6 1/4% 2,000,000.00 1,912,915.00
Convertible Subordinated Debentures,
due 3-1-95
TOTALS $6,500,000.00 $5,202,075.00

Market

Price

733/4

775/8

92

COMMON STOCK HOLDINGS

Total
Market Value

$ 737,500.00

2,716,875.00

1,840,000.00

$5,294,375.00

Market
Price
Common Stock . Shares 6-30-77 Market Value
UTILITIES
ELECTRIC
Commonwealth Edison Company. 113,000 $ 30.88 S 3.488,875.00
Florida Power & Light Company 133,300 21.13 3,615,762.50
Houston Industries Incorporated 97,600 33.88 3,306,200.00
Middle South Utilities Incorporated 183,800 16.50 3,032,700.00
Minnesota Power & Light Company 20,000 22.25 445,000.00
Northern States Power Company (Minn.) 124,500 28.75 3,579,375.00
Pacific Gas and Electric Company 95,300 24.00 2,287,200.00
Texas Utilities Company 170,000 21.50 3,665,000.00
Virginia Electric and Power Company 144,200 156.13 2,181,025.00
Total Electric $ 25,591,137.50
NATURAL GAS
Houston Natural Gas Corporation 80,000 $ 32.25 $ 2,580,000.00
Panhandle Eastern Pipe Line Company 100,000 48.88 4,887,500.00
Peoples Gas Company 35,000 50.75 1,776,250.00
Total Natural Gas $ 9,243,750.00
COMMUNICATIONS
American Telephone & Telegraph Company 205,000 $ 63.50 $ 13,017,500.00
General Telephone & Electronics Company 190,000 32.50 6,175,000.00
Total Communications $ 19,192,500.00
TOTAL UTILITIES $ 64,027,387.50
FINANCIAL SERVICES
BANKS -
BankAmerica Corporation 167,000 $ 24.25 $ 4,049,750.00
Citicorp 144,400 27.38 3,952,950.00
First Bank System Incorporated 97,400 36.63 3,567,275.00
First International Bancshares, Inc. 49,500 40.88 2,023,312.50
Northwest Bancorporation 178,000 24.13 4,294,250.00
Security Pacific Corporation 94,679 29.56 2,798,995.28
Total Banks $ 20,686,532.78
FINANCE
Household Finance Corporation 108,300 $ 19.88 $ 2,152,462.50
MGIC Investment Corporation 45,000 15.88 __ 714,375.00
Total Finance $ 2,866,837.50
INSURANCE
Aetna Life & Casualty Company 62,000 $ 31.25 $ 2,309,500.00
Connecticut General Insurance Corporation 64,700 .54.38 . 3,518,062.50
Jefferson-Pilot Corporation 55,500 30.13 1,671,937.50
Nortk National Life | Co. 110,600 21.50 2,377,900.00
SAFECO Corporation 74,400 47.13 3,506,100.00
The St. Paul Companies, Inc. 134,200 36.38 4,881,525.00

Total Insurance
TOTAL FINANCIAL SERVICES

$ 18,265,025.00
$ 41,818,395.28

Total
%
Market

1.08%

2.56%

5.31%
14.95%

5.711%

0.79%

6.06%
11.56%

20

Market
Price
Common Stock Shares 6-30-77 Market Value
CONSUMER-ORIENTED
AUTOS — AUTO PARTS -
Ford Motor Company 85,000 $ 46.88 $ 3,984,375.00
General Motors Corporation 71,600 69.38 5,383,500.00
Genuine Parts Company 90,800 33.88 3,075,850.00
Goodyear Tire & Rubber Company (The) 147,500 20.13 __2,968,437.50
Total Autos — Auto Parts $ 15,412,162.50
CONSUMER-DURABLES
Sunbeam Corporation 90,000 $ 2350 $ 2,115,000.00
Whirlpool Corporation 80,100 24.50 1,962,450.00
Total Consumer-Durables $ 4,077,450.00
CONSUMER-NONDURABLES
Avon Products Inc. 92,900 $ 50.50 $ 4,691,450.00
Eastman Kodak Company 60,300 59.50 3,587,850.00
Minnesota Mining and Manufacturing Co. 81,000 49.38 3,999,375.00
Procter & Gamble Company {The) 42,000 80.13 3,365,250.00
Revlon, Incorporated 86,000 41.25 3,547,500.00
Total Consumer-Nondurables $ 19,191,425.00
CONSUMER-MISCELLANEOUS
Disney (Walt) Productions 45,955 $ 36.88 $ 1,694,590.63
Holiday Inns Incorporated 34,800 14.13 491,550.00
McDonald's Corporation 50,000 46.00 2,300,000.00
Total Consumer-Miscellaneous $ 4,486,140.63
DRUGS
American Home Products Corporation 89,800 $ 28.75 $ 2,581,750.00
Johnson & Johnson 35,000 70.63 2,471,875.00
Medtronic, Inc. 48,100 25.63 1,232,562.50
Merck & Co., Inc. 45,900 56.75 2,558,925.00
Pfizer Incorporated 95,200 26.00 2,475,200.00
Schering-Plough Corporation 56,000 36.38 2,037,000.00
Warner-Lambert Company 76,000 28.63 2,175,500.00
Total Drugs $ 15,532,812.50
FOODS-BEVERAGES
CPC International, Inc. 62,000 $ 50.25 $ 3,115500.00
Coca-Cola Company (The} 100,000 31.25 3,725,000.00
General Foods Corporation 117,100 33.38 3,908,212.50
General Mills, Incorporated 105,000 29.50 3,097,500.00
Kraft, Inc. 31,600 49.13 1,552,350.00
Norton Simon, Incorporated 118,943 17.75 2,111,238.25
PepsiCo, Inc. 60,000 22.50 __1,350,000.00
Total Foods-Beverages $ 18,859,800.75
RETAIL SALES
Federated Department Stores, Incorporated 85,000 $ 37.00 $ 3,145,000.00
K mart Corporation 47127 28.50 1,343,119.50
Penney (J.C.) Company, Incorporated 89,400 34.88 3,117,825.00
Sears, Roebuck and Company 60,000 58.00 3,480,000.00
Southland Corporation (The) 79,800 23.63 1,885,275.00
Total Retail Sales $ 12,971,219.50
TOTAL CONSUMER-ORIENTED $ 90,531,010.88
TECHNOLOGY
ELECTRONICS
Hewlett-Packard Company 37,000 $ 79.00 $ 2,923,000.00
OFFICE EQUIPMENT
Burroughs Corporation 60,400 $ 62.38 $ 3,767,450.00
Control Data Corporation 34,000 21.63 735,250.00
Digital Equipment Corporation 72,300 46.88 3,389,062.50
Honeywell, Inc. 47,7117 53.88 2,573,985.88
International Business Machines Corporation 62,006 264.00 16,369,584.00
Xerox Corporation 57,850 48.75 2,820,187.50
Total Office Equipment $ 29,655,519.88
TOTAL TECHNOLOGY $ 32,578,519.88
BASIC INDUSTRY
AEROSPACE
Boeing Company {The) 60,000 $ 57.88 $  3,472,500.00
United Technologies Corporation 125,000 40.00 __5,000,000.00
Total Aerospace $ 8,472,500.00
BUILDING & FOREST PRODUCTS
Georgia-Pacific Corporation 59,559 $ 31.25 $ 1,.861,218.75
Masonite Corporation 109,000 17.00 1,853,000.00
Owens-Corning Fiberglas Corporation 41,000 67.13 2,752,125.00
Weyerhaeuser Company 78,300 35.63 _2.789.437.50
Total Building & Forest Products $ 9,255,781.25
CHEMICALS
Air Products and Chemicals, Incorporated 91,802 $ 24.25 $ 2,226,198.50
Dow Chemical Company (The) 50,000 3413 1,706,250.00
du Pont (E.1.) de Nemours and Company 25,000 116.00 2,900,000.00
Hercules Incorporated 110,000 18.38 2,021,250.00
Monsanto Company 20,000 69.88 1,397,500.00
Union Carbide Corporation 74,000 48.88 3,6186,750.00
Tatal Chemicals $ 13,867,948.50
ELECTRICAL EQUIPMENT
Emerson Electric Co. 92,200 S 34.38 S 3,169,375.00
General Electric Company 93,000 56.50 5,254,500.00
Gould, Inc. 112,500 31.00 3,487,500.00
Total Electrical Equipment S 11,911,375.00
MACHINERY
Caterpillar Tractor Co. 67,500 S 57.75 S 3,898,125.00

Total
%
Market

4.25%

1.13%

5.31%

1.24%

4.30%

5.21%

3.59%
25.03%

0.81%

8.20%
9.01%

2.34%

2.56%

3.83%

3.29%



Schedule |l continued

Market Total
Price - %
Common Stock Shares 6-30-77 Market Value Market
Clark Equipment Company 40,000 39.75 1,590,000.00
Combustion Engineering, Incorporated 55,000 62.13 3,416,875.00
Trans Union Corporation 75,100 37.75 M
Total Machinery S 11,740,025.00 3.25%
METALS .
Aluminum Company of America 52,000 S 53.00 S 2,756,000.00
Pittston Company (The) 100,169 28.88 2,892,379.88
St. Joe Minerals Corporation 88,000 34.13 3,003,000.00
Total Metals S 8,651,379.88 2.39%
PAPER
International Paper Company 50,000 $ 51.50 § 2,575,000.00
Union Camp Corporation 35,000 54.25 1,898,750.00
Total Paper S 4,473,750.00 1.24%
MISCELLANEOUS
Corning Glass Works 35,400 $ 67.38 $ 2,385,075.00
{nternational Telephone & Telegraph Corp. 78,400 35.88 2,812,600.00
Total Miscellaneous $ 5,197,675.00 1.44%
TOTAL BASIC INDUSTRY $ 73,570,434.63 20.34%
ENERGY
OIL-DOMESTIC
Atlantic Richfield Company 109,000 $ 60.50 $ 6,594,500.00
Continental Qil Company {Del.) 80,000 33.88 2,710,000.00
Marathon 0il Company 64,000 52.63 3,368,000.00
Phillips Petroleum Company 148,000 31.00 4,588,000.00
Standard 0il Company (Indiana) 107,700 53.75 5,788,875.00
Standard Qil Company (The) (Ohio) 20,000 88.75 1,775,000.00
Total Oil-Domestic $ 24,824,375.00 6.87%

Market
Price ‘e
Common Stack Shares 6-30-77 Market Value

OIL-INTERNATIONAL
Exxon _Corporaliop 205,000 $ 53.50 $ 10,967,500.00
Gulf Oil Corporation 145,000 28.00 4,060,000.00
Standard 0il Company of California 120,000 41.75 5,010,000.00
Texaco Inc. 138,300 28.13 4,027,987.50

Total Dil-International ' $ 24,065,487.50
ENERGY-RELATED
Dres'ser Industries, Inc. 70,000 $ 4575 $  3,202,500.00
Ht_ill'ahunun Company 71,000 66.75 4,739,250.00
Williams Companies (The) 86,000 23.13 1,988,750.00

Total Energy-Related $ 9,930,500.00

TOTAL ENERGY $ 58,820,362.50
TRANSPORTATION
AIRLINES
Northwest Airtines, Incorporated 133,368 $ 2525 $ 3,367.542.00
RAILROADS
Southern Railway Company 63,000 $ 58.38 $ 3,677,625.00
Union Pacific Corporation 56,400 57.25 3,228,900.00

Total Railroads
TOTAL TRANSPORTATION
TOTAL COMMON STOCKS

$ 6,906,525.00
$ 10,274,067.00
* $361,620,177.67*

Total
%
Market

6.65%

2.75%
16.27%

0.93%

2.84%
100.00%

*Net original cost of equities on June 30, 1977, was $343,132,965.27.

SCHEDULE 111

STATE OF MINNESOTA
STATE BOARD OF INVESTMENT

RATE OF RETURN ON AVERAGE AMOUNT INVESTED DURING FISCAL PERIODS
IN THE THREE LARGEST RETIREMENT FUNDS
June 30, 1977

PUBLIC EMPLOYEES RETIREMENT FUND

STATE EMPLOYEES RETIREMENT FUND

TEACHERS' RETIREMENT FUND

Average Average Average
Book Value Income Book Value Income Book Value Income
Baok Value for Year for Year Yield Book Value for Year for Year Yield Book Value for Year for Year Yield
(1,5) Ending (2,11) Ending (3) (4) (1) Ending (2,11) Ending (3,6) (4) 1) Ending (2,11) Ending (3) @)
June 30, 1957 $ 19,301,750 - - - $ 36,797,000 $ 34,859,833 $1,016,556.48  2.92% $ 31,853,900 - - -
Oecember 31, 1957 $ 20,588,750 - - - $ 39,577,500 - - - $ 34,149,700 - -
June 30, 1958 $ 23,625,000 $ 21,171,833 $ 614,096.77 2.90% $ 39,715,500 - - - $ 37,242,200 $ 34,415,267 $ 1,018,014.26 2.90%
December 31, 1958 $ 27,515,000 - - - $ 41,985,500 $ 40,426,167  $1,225,833.46 3.03% $ 42,777,200 - - -
June 30, 1959 $ 31,563,000 $ 27,567,667 $ 880,223.48 3.19% $ 44,659,000 - - - $ 48523300 $ 42,847,567 $ 1,409,895.45 3.29%
December 31, 1959 $ 35,414,500 - - - $ 46,911,500 $ 44,518,667 $1,378,022.98 3.10% $ 54,313,000 - - -
June 30, 1960 $4 ,548,500 $ 36,175,333 $ 1,211,061.33  3.35% $ 49,816,500 - - - $ 55,243,300 = $ 52,693,300 $ 1,823,482.03 3.46%
December 31, 1960 $ 46,935,500 - - - $ 51,967,000 $ 49,565,000 $1,631,458.61 . 3.29% $ 59,160,300 - - -
June 30, 1961 $ 64,183,680 § 47,555,893 $ 1,753,679.00 3.69% $ 54,499,050 - - - $ 63,098,540 $ 59,167,380  § 2,140,761.22  3.62%
- December 31, 1961 $ 61,433,745 - - - $ 56,830,438 $ 54,432,163  $1,885,692.64 3.46% $ 67,775,429 - - -
June 30, 1962 $ 68,132,958 $ 61,250,128 $ 2,340,665.00 3.82% $ 59,843,686 - - - $ 73,187,108  § 68,020,353 $ 2,587,612.53 3.80%
December 31, 1962 $ 75,195,593 - - - $ 62,517,119  $ 59,730,414  $2,168,821.46  3.63% $ 77,813,737 - - -
June 30, 1963 $ 81,436,890 $ 74,921,814 § 2,990,070.00 3.99% $ 65432,932 - - - $ 82,990,550 § 77,997,132 $ 3,011,190.37 3.86%
December 31, 1963 $ 92,347,700 - - - $ 68,922,451 § 65,624,167 $2,466,206.57 3.76% $ 88,480,685 - - -
June 30, 1964 $ 96,311,091  § 90,031,894 § 3,613,002.656 4.01% $ 72,100,574 - - - $ 96,529,180  § 89,333,472 § 3,546,799.82 3.97%
December 31, 1964 $103,667,519 - - - $ 75,485,635 § 72,169,553 $2,771,915.82 3.84% $100,413,219 - - -
June 30, 1965 $110,234510  $103,404,373  $ 4,193536.65 4.06% $ 79,128,448 - - - $109,221,619  $102,054,673  $ 4,124491.256  4.04%
December 31, 1965 $120,809,744 - - - $ 83578973  $ 79,397,685 $3,104,510.00 3.91% $113,680,813 - - -
June 30, 1966 $126,016,044  $119,034,099 § 4,961,041.08 4.17% $ 87,477,671 - - - $122,392,368  $115,098,267 $ 4,677,20558 4.06%
December 31, 1966 $136,773,265 - - - $ 92,210,804 $ 87,755,816  $3,599,529.00 4.10% $129,037,233 - - -
June 30, 1967 $143,519,881  $135,436,396 § 5,766,018.44 4.26% $ 97,375,985 - - - $141,805453 $131,078,351 $ 5553,970.00 4.24%
December 31, 1967 $155,763,172 - - - $103,557,821  $ 97,714,870  $4,103,671.00 4.20% $156,865,901 - - -
June 30, 1968 $158,378,261  $162,563,771 § 6,670,944.32 4.37% $110,073,169 - - - $182,931,287  $160,534,214  $ 7,057,974.94  4.40%
December 31, 1968 $177,587,167 - - - $117,517,899  $110,382,963  $4,792,334.00 4.34% $192,423,593 - - -

(Continued on following page)
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Schedule IH continued

PUBLIC EMPLOYEES RETIREMENT FUND

STATE EMPLOYEES RETIREMENT FUND

TEACHERS RETIREMENT FUND

Average Average Average
Book Value income :Book Value fncome Book Value Income
Book Value for Year for Year Yield Book Value for Year for Year Yield Book Value for Year for Year Yield
{1,5) Ending (2,11) Ending {3) 4) n Ending (2,11) Ending (3,6) 9) (1) Ending (2,11} Ending (3) Q)

June 30, 196917 $198,774,684  $178,246,704  $ 8,062,078.73  4.52% $123,331,969 - - - $213,781,373  $196,378,751  § 9,032,190.00 4.60%
July 1, 1969 . $158,760,588 - = - $103,331,969 - - - $193,781,373 - - -
December 31, 1969(7) $165,049,959 - - - $102,604,272  $114,484,713  $5,001,736.00 4.37% $195,989,623 - - -
June 30, 1970 $169,863573  $164,564,706(9) § 7,662,334.32  4.66% $ 97,283570  $101,073,270(9) $4,504,934.0010) 4 46% $196,291,329  $195,364,108(3) § 9,121,447.52  4.67%
December 31, 1970 $182,469,105 - - - $102,940,417 - - - $216,272,996 - - -
June 30, 1971 $198,648,628  $183,667,102 $ 8,865,744.99 4.83% $110,406,203  $103543,397 $4,777,705.29  4.61% $228,603985  $213,722,770  $10,304,556.77  4.82%
December 31, 1971 $215,397,783 - - - $115,613,762 - - - $237,806,108 - - -
June 30, 1972 $235,121,309  $216,883,656 $11,436.490.83 5.27%(1  $122,880,191 $116,694,447 $5,962,135.03 5.11%(11)  $270,163,035 $245,694,851 $12,847,901.01 5.23%(11)
December 31,1972 $252,126,109 - - - $128,806,667 - - - $284,498,463 - - -
June 29, 1973 $273,046,696 $250,798,887 $14,561,66344 571%(12)  $137,205300 $131,200981 $7,162,366.90 5.46%12)  $316,063836 $292,401,786 $16,356.914.07 5.50%12)
December 31, 1973 $287,363,546 - - - $135,513,840 - - - $309,496,542 - - -
June 28, 1974 $309,196,03¢  $292,211,130  $17,649,265.82  6.00%(13)  $141,710,195 $140,432514  $7,956,692.25 5.67%(13)  $320407.712 $319,347515 $19,412,08353  6.08%13)
December 31, 1974 $334,570,948 - = - $146,138,047 - - - $342,430,164 - - -
June 30, 1975 $361,246511  $338,578,130  $18,269,672.38  5.40%1%) 156,682,776 $151,083,112 $7,330,28844 4.85%(19)  $354,065482 $344,189.919 $17,700,237.24  5.14%(14)
December 31, 1975 $386,284,485 - - - $159,830,045 - = - $378,807,003 - - -
June 30, 1976 $419.494,658  $392,240,328  $20824,777.11  5.31%(15)  $175741,667  $166,671,562 $7,885551.18  4.73%(15)  $400,948,006 $382,701,609  $19,085,633.30  4.99%(15)
December 31, 1976 $452,320,559 - - - $190,646,104 - - - $433,593,429 - - _
June 30, 1977 $489471372  $457,765516  $26,310580.65 5.75%(15)  $206,605963 $194,256,348 $10,010,067.00 5.15%(15)  $458,263,666 $436,393569 $23.231.478.69  5.32%(15)

(1) Book value figures based on those shown on Treasurer's General Report on
State Finances on date listed, with adjustments for calls, maturities and invest-
ments committed for but not yet received.

(2) Computed by averaging book value of fund on last three report dates, ending
with the date listed.

(3) Income figures obtained from the secretaries or directors of the respective
retirement funds.

{4) Computed by dividing income of fund for fiscal period by average book value of
fund during period.

(5) Includes the Public Employees Police & Fire Fund for periods after July 1, 1960,
when it was established.

{6) In 1970, State Employees Retirement Fund changed from calendar-year to a
fiscal-year basis.

(7) Book value figures for June 30, 1969, are listed before the transfer of bonds on
that date from these basic retirement accounts to the Minnesota Adjustable Fixed
Benefit Fund. The decline in book value figures during subsequent months
indicates this transfer of bonds and the transfers of stocks during the next fiscal
year. These basic retirement accounts own assets representing the major portion
of the Minnesota Adjustable Fixed Benefit Fund; the extent of this ownership is
not calculated for purposes of this table because of the varying participations by
the funds.

(8) Book value figure is adjusted for the July 1, 1969, transfer of bonds, stocks and
cash to the Minnesota Adjustable Fixed Benefit Fund.

(9) This figure was computed by using the July 1, 1969, book value.

(10) Actual six months receipts annualized.

(11) Computation of income for fiscal 1972 differed from that described in footnote
(4) in two respects: first, the average book value for the year was increased by the
amount of the deferred yield adjustment account, established by the 1971 Legis-
lature {Minnesota Statutes 1971, Section 356.20, Subdlwsmn 5), and secondlv,
an increase in equity portfolio under the pr i of A
Statutes 1971, Section 11.16, Subdivision 13, resulted in a 3% increase in the
value of the equity portion as of October 31, 1972. One-third of the amount of
this increase was applied to the income for each of the fiscal years 1972, 1973,
and 1974,

(12) Computation of income for fiscal 1973 and 1974 includes allowance for the two
factors mentioned in footnote (11) plus an additional one-third of the 3% increase
in the value of the equity portfolios as of December 31, 1972. This second increase
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will also be applied to the income for fiscal 1975. Therefore, income for fiscal
1973 and 1974 includes two such amounts, each representing one-third of 3%
increases applied to the equity portfolios under the provisions of Minnesota
Statutes 1971, Section 11.186, Subdivision 13.

{13) Computation of income for fiscal 1974 includes allowance for the factors
mentioned in footnotes (11) and (12).

(14} Computation of income for fiscal 1975 includes one-third of the 3% increase as
of December 31, 1972, as mentioned in (12). Under the provisions of a 1973
amendment to Subdivision 13, as of February 28, 1975, a 3% decrease in the
value of the equity portfolio of each fund was indicated because of lower stock
prices during the previous year. On April 30, 1975, another 3% decrease in the
value of the equity portfolios of the Teachers’ Retirement Fund, the State
Employees Retirement Fund and the Police and Fire portion of the Public Em-
ployees Retirement Fund resulted from the application of the indicated statutory
provision. One-fifth of each of these valuation adjustments was deducted from the
income of the appropriate funds and is, therefore, reflected in the yield com-
putations for 1975.

(15} Computation of income for fiscal 1976 and 1977 includes the February 28, 1975 3%
decrease in value of the equity portfolios of each fund and the April 30, 1975,
3% decrease in value of the equity portfolios of the Teachers' Retirement Fund,
the State Employees Retirement Fund and the Police and Fire portion of the
Public Employees Retirement Fund resulting from the provisions of a 1973
amendment to Subdivision 13. One-fifth of each of these valuation adjustments
was deducted from the income of the appropriate funds and is, therefore,
reflected in the yield computations for 1976 and 1977.

Note: Yields computed as indicated in footnate number (4) for 1972 through 1976,
in the manner used in prior years, would be:

PERF SERF TRF
1972 4.82% 4.61% 4.75%
1973 4.95% 4.70% 4.85%.
1974 5.43% 5.13% 5.48%
1975 557% 5.30% 5.58%
1976 5.73% 5.53% 5.71%
1977 6.14% 5.86% 6.02%



SCHEDULE IV

PUBLIC EMPLOYEES RETIREMENT FUND
STATE EMPLOYEES RETIREMENT FUND

CASH CERTIFIED FOR INVESTMENT*
MONEY MARKET SECURITIES

Bills
Maturities up to 98 days

Repurchase Agreements
Maturities up to 29 days

Short-Term Corporate Notes
Maturities up to 29 days

STATE AND LOCAL OBLIGATIONS
UNITED STATES GOVERNMENT-
GUARANTEED OBLIGATIONS

(See Listing Below)

UNITED STATES GOVERNMENT
AGENCY OBLIGATIONS

(See Listing Below)

CANADIAN GOVERNMENTAL OBLIGATIONS
(See Listing Below)

CORPORATE BOND OBLIGATIONS
(See Listing Below)

DEFERRED YIELD ADJUSTMENT ACCOUNT**

COMMON STOCKS (See Listing Below)
TOTAL ASSETS IN ACCOUNT

(for actuarial purposes; not indicative of true market value)

*A negative cash balance indicates purchase of securities prior to fiscal year end for which payment was not made

until early July 1877.

**This account signifies an amount equal to the discount at which fixed-income securities have been sold at less than
amortized cost; the entire amount is being accumulated over a term equal to the average maturity of the bonds sold.

Note: Bond investments are listed at face value; common stocks are listed at market value.

UNITED STATES GOVERNMENT-GUARANTEED AND AGENCY BONDS,

CANADIAN GOVERNMENTAL OBLIGATIONS
AND CORPORATE BOND HOLDINGS

Type of

Company Security
UNITED STATES GOVERNMENT-

GUARANTEED OBLIGATIONS

Maturity
Date (a)

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION,
GUARANTEED MORTGAGE-BACKED SECURITIES

Amortibanc

Investment Mtg. Backed Cert. 09-15-2005
Banco Mtg. Co. Mtg. Backed Cert. 12-15-2006
Collateral

Investment Mtg. Backed Cert. 01-15-2007
First Fed. Savings/

Loan Mtg. Backed Cert. 12-15-2006
First Fidelity Mtg. Mtg. Backed Cert. 11-15-2006
Fort Worth Mtg.  Mtg. Backed Cert. 07-15-2006
Guild Mortgage Co. Mtg. Backed Cert. 06-15-2005
Hancock Mtg. Co. Mtg. Backed Cert. 06-15-2006
Hartzier Mtg. Co.  Mtg. Backed Cert. 08-15-2006
Home Federal

Savings Mtg. Backed Cert. 01-15-2007
Keystone Financial Mtg. Backed Cert. 11-15-2006
Mid-Island

Equities Mtg. Backed Cert. 12-15-2006
Ohio Savings

Assoc. Mtg. Backed Cert. 10-15-2006
Schumacher Mtg.  Mtg. Backed Cert. 11-15-2006
United California

Bank Mtg. Backed Cert. 11-15-2006
Utah Mtg. Loan

Corp. Mtg. Backed Cert. 10-15-2006
Utah Mtg. Loan

Corp. Mtg. Backed Cert. 06-15-2006

Employees Employees Teachers'

Coupon Average Reti Total
Type of Maturity  Rate  Yield Fund Fund Fund Amount
Company Security Datefa) _ % % (000)(b) (000) (b} (00D (b) (000) (b)
Vanguard Holding
Co. Mtg. Backed Cert. 10-15-2006 8.000 8.260 1,007 - - 1,007
TEACHERS' RETIREMENT FUND Wachovia Mtg. Co. Mtg. Backed Cert. 11-15-2006 8.000 8.296 - 996 - 996
Waterfield Mtg. Mtg. Backed Cert. 02-15-2007 8.000 8.286 985 - - 985
June 30, 1977 Weyerhaeuser Mtg. Mtg. Backed Cert. 12-15-2006 8.000 8.275 205 — - 2,015
TOTAL GOVERNMENT NATIONAL MORTGAGE
ASSETS IN ACCOUNTS ASSOCIATION, GUARANTEED MORTGAGE-
RESUME OF BACKED SECURITIES 8.250% $ 10,281 $ 4,982 $ 10,408 $ 25,668
Public State GOVERNMENT-GUARANTEED MERCHANT MARINE BONDS
. Delta Steamship
Employees Employees Teachers Lines Govt-Guar. Bond 03-01-1986 5500 5500 § 448 - - § 448
Grace Line, Inc.  Govt.-Guar. Bond 12-01-1987 4.200 4.200 855 - - 855
Fund Fund Fund Grace Line, Inc.  Govt.-Guar. Bond 02-01-1392 5.100 5.100 738 - - 738
$ (563,860.47)* $ (170,087.82)* § 810.37 Moore-McCormack
Lines Govt.-Guar. Bond 04-01-1987 5.750 5.750 625 § 501 $§ 624 1,750
TOTAL GOVERNMENT-GUARANTEED
MERCHANT MARINE BONDS w $ 2666 $ 501 $§ 624 § 379
$ 6,030,000.00 $ 2,690,000.00 $ 4,270,000.00 TOTAL UNITED STATES
GOVERNMENT-GUARANTEED OBLIGATIONS 7.863% $ 12,947 $ 5483 $ 11,028 $ 29,459
$ 123,000.00 $ 1,886,000.00 $ 1,618,000.00 UNITED STATES GOVERNMENT AGENCY OBLIGATIONS
Federal Home
Loan Bank Bond 08-27-1984 7.850 7.836% $ 2,745 - - $ 2,745
$ 4,112,000.00 $ 1,754,000.00 $  975,000.00
CANADIAN GOVERNMENTAL
$ 162400000 $ 2,119,00000 $ 2,493,000.00 PROVINCIAL OBLIGATIONS
British Columbia
Hydro Bond 07-15-1996 9.625 9.625 $ 2,700 $ 2500 $ 2,000 $§ 7,200
Manitoba Hydro
$ 12,948,696.15 $ 5,483,188.28 $ 11,028,908.05 Elec. Bd. Debenture 10-15-1997 7.650 7.724 3,500 1,875 3,500 8,875
Manitaba,
Province of Debenture 11-01-1993 6.875 6.900 800 - 1,200 2,000
N. Brunswick
$ 2,745,000.00 - - Elec. Pwr. S/F Debenture  04-01-1998 7.875 7.875 3,500 2,000 3,500 9,000
N. Brunswick
Eiec. Pwr. S/F Debenture 11-15-1991 6,000 6,160 500 400 500 1.400
$ 28,600,000.00 $ 14,925,000.00 $ 30,000,000.00 N. Brunswick
H. Educ. S/F Debenture  04-15-1993 7.000 7.260 - 300 550 850
Nova Scotia
$158,145,815.28 $ 76,896,356.02 $177,276,284.03 Power Comm.  S/F Debenture 07-15-1998 8.125 8.150 1,500 1,500 1,650 4,650
Nova Scotia
$ 357281994 $ 3,258,440.29 $ 5,458534.79 Power Comm.  S/F Debenture  03-15-1997 7.750 7.800 1,500 - 1,500 3,000
Nova Scotia,
$216,129,464.59 $104,133,708.68 $226,383,757.65 Province of S/F Debenture  08-01-1993 7.2560 7.200 800 700 1,000 2,500
17340603549 $212075.60545  $459,506.294.89 Ontario Hydro  Note 03151996 9.500 9500 4,100 2500 4,100 10,700
(N e ST Ontario,
Province of Debenture 12-01-1997 - 6.875 7.160 700 250 400 1,350
Ontario,
Province of Debenture 05-15-2001 7.850 7.850 1,500 - 2,000 3,500
Ontario,
Province of Debenture 12-15-2002 7.300 7.300 3,500 - 3,500 7,000
Ontario,
Province of Debenture 04-15-1897 5.625 6.625 — 400 600 1,000
TOTAL PROVINCIAL OBLIGATIONS 8.126% $ 24,600 $12,425 $ 26,000 $ 63,025
CANADIAN AGENCY
Export
Development  Note 07-15-1981 8.500 8.500% $ 4,000 $ 2500 $ 4,000 $ 10,500
TOTAL CANADIAN GOVERNMENTAL OBLIGATIONS 8.179% $ 28,600 $14,925 $ 30,000 $ 73,525
June 30, 1977 CORPORATE BOND OBLIGATIONS
.
PUBLIC UTILITY OBLIGATIONS
ELECTRiC
Publi s Arizona Public
i e Empineces Teachers’ Serv. First Mtg. Bond  09-01-1997 6.260 6.331 - $ 500 $ 750 $ 1,250
c A e Ratra e Rotiament  Total Calif. Elec. Pwr.  First Mtg. Bond  05-01-1980 5.125 5104 §$ 400 300 500 1,200
;“al::" ;tl‘;lﬂge A o o Am"u:m Citizens Utilities  First Mtg. Coll. . 5
% % (0000 (b) (00D) (b) {00} {b) (00O) {b) c w 10011992 4.625 5406 - - 8o e
Edison First Mtg. Bond  11-01-1996 5.750 5.834 750 500 650 1,900
Consolidated First & Ref. Mtg.
Edison Bond 10-15-1984 4.600 6.450 - - 1,100 1,100
Consclidated Equipment Trust
Edison Cert. 01-01-1996 9.250 9.250 1,466 - 1,711 3177
Dayton Power
8.000 8.193 § 887 - - s 887 & Light First Mtg. Bond  06-01-1993 4.450 4.450 500 400 600 1,500
8.000 8.275 - - $ 1,981 1,981 Kansas Power
& Light First Mtg. Bond ~ 06-01-2007 8.125 8.168 3,000 - - 3,000
8.000 8.260 - - 996 996 Louisiana Power
& Light First Mig. Bond ~ 04-01-1990 5.000 5.009 350 200 500 1,050
8.000 8.260 - - 2,015 2,015 Philadelphia Elec. First & Ref. Mtg.
8.000 8.193 - $ 995 - 995 Bond 10-15-1980 11.000 11.000 - - 1,200 1,200
8.000 8.260 488 - an 959 Public Serv.
8.000 8.193 899 - - 899 Indiana First Mtg. Bond  01-01-2007 7.625 7.72% 4,000 1,600 3,490 9,090
8.000 8.296 - - 975 975 Public Serv. First & Ref. Mtg.
8.000 8.193 - 1,006 - 1,006 Elec. Gas Bond 06-01-2007 8.250 8.226 4,250 2,500 4,250 11,000
Rochester Gas &
8.000 8.183 - - 1,996 1,996 Elec. First Mtg. Bond  07-01-1998 6.70¢ 6.700 800 - 1,000 1,800
8.000 8.296 998 - - 998 Tucson Gas &
Eiectric First Mtg. Bond  02-01-1396 4.875 4.875 600 400 600 1,600
8000 8296 - s - 999 Total Electric 7465% S 16,116 $ 6400 S 17,151 $ 39,667
8.000 8.193, - - 988 988 GAS .
B.000 8.193 1,015 - - 1,015 Gas Service Co.  First Mtg. Bond 05011983 4.400 5066 $ 540 $ 288 S 324 § 1,152
Louisiana Gas
8.000 8.275 - 984 - 984 Service First Mtg. Bond ~ 06-01-1987 4.500 4.700 500 500 400 1,400
Mich.-Wisc. Pipe
8.000 8.260 1,985 - - 1,985 Line First Mig. Bond ~ 07-15-1983 4.875  4.700 495 395 485 1,385
Northwest Natural
8.000 8.296 - . 979 979 Gas first Mtg. Bond  01-01-1989 4750 4.720 600 400 600 1,600
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Schedule 1V continued.

Coupon
Rate

%

Type of Maturity
Company Security Date (a)

Springfield Gas

Light Note 01-15-1987 4.875
Transcont'l Gas

Pipe Line First Mtg. Bond  11-01-1981 . 5.000
Transcont'l Gas

Pipe Line First Mtg. Bond  11-01-1982 4.875
Trunkline Gas Co. First Mtg. Bond  01-01-1982 5.000

Total Gas
TELEPHONE
American Tel.

& Tel. Debenture 10-01-1996 4.375
Bell Tel. Co.

Canada First Mtg. Bond  09-17-1998 6.300
Bell Tel. Co.

Canada First Mtg. Bond  06-01-2004 9.500
General Tel. Co.

[{{IW] First Mtg. Bond  09-01-1995 4.875
General Tel. Co.

{Ind.} First Mtg. Bond  08-01-1996 4.700
General Tel. Co.

N.W. First Mtg. Bond  06-01-1999 7.125
N.Y. Tel. Co. Refunding Mtg.

Bond 07-15-2008 8.000

Southern Bell

T&T Co. Debenture 03-15-2013  7.625
United Tel. Co.

Ohio First Mtg. Bond  07-01-1998 6.875

United Tel. Co.
Pa.
Total Telephone

WATER
Indianapolis Water
Indianapolis Water

Total Water

First Mtg. Bond

First Mtg. Bond
First Mtg. Bond

11-01-1998  6.625

01-01-1992  4.750
08-01-1997 5.875

TOTAL PUBLIC UTILITY OBLIGATIONS

FINANCE OBLIGATIONS

American Invest-
ment

American |nvest-
ment

CIT Financial
Carp.

Deere (John)
Credit

First Bank System

Ford Motor
Credit Co.

GRC Realty Corp.

Honeywell
Finance inc.

Senior Note
Note
Debenture

Debenture
Note

S/F Debenture
Note

S/F Debenture

Household Finance Debenture
Household Finance Debenture

11-01-1986  6.750
01-01-1991 5.260
10-01-1986  6.375

04-30-1998 7.500
06-30-1983 8.750

07-15-2000 9.700
12-31-1998 7.700

12-15-1998  8.200
01-01-1990 7.250
09-15-1993 4.875

Northwest .

Bancorp. S/F Debenture  03-15-2003 7.750
Northwest

Bancorp. Note 09-15-1986 7.875
Wells Fargo & Co. Promissory Note 11-01-1998 8.125

TOTAL FINANCE OBLIGATIONS

INDUSTRIAL OBLIGATIONS

Akzona, Inc.
Aluminum Co.
of America
Aluminum Co.

" of Canada

Debenture
Promissory Note

S/F Debenture

American Sterilizer Note

Armco Steel Corp.
Armour-Dial, Inc.
Ashland Qil &
Refining
Atlantic Richfield
Co.
Bendix Corp.
Cities Service Co.
Cities Service
Gas Co.
Continental Dil
Crown Zeller-
bach (S.T.)
Cummins Engine
Co.
Dow Chemical
Dresser Industries
FMC Corp.
Firestone Tire
& Rubber
Ford Motor Co.
B.F. Goodrich Co.
Gulf 0il Corp.
Internat'l.
Multifoods
MacMillan
Bloedel, Ltd.
Marathon Qil Co.
Moore Business
Forms
Pfizer, Inc.

Note
Note

S/F Debenture

Guaranteed Note
S/F Debenture
Debenture

Debenture

Note

General Mtg.
Bond

Note
Note
Note
S/F Debenture

Debenture
Guaranteed Note
Note

First Mtg. Bond

S/F Note

Debenture
S/F Debenture

Senior Note
S/F Debenture

02-15-1997 7.500

03-31-1988 4.375

03-01-1995  9.500
08-01-1977 4.875
12-15-1986 7.875
01-15-2003 7.900

09-01-2000 10.000
07-15-1996

12-01-1992
11-01-1897

9.250
6.625
6.125

06-01-1991
12-01-2000

8.250
4.000
08-01-1994 8.125
07-15-1990
04-01-1991
05-15-1985
01-15-2000

4.600
5.000
8.650
9.500

12-01-2004
12-01-1996
11-15-1992
08-15-1993

9.260
8.625
6.500
6.625
03-01-1988  4.500
07-01-1994
02-01-2000

8.750
8.500

10-01-1996
08-15-2000

7.900
9.250

Public State
Employees Employees Teachers'
Average Reti; Reti Retil Total
Yield Fund Fund Fund Amount
% (000) (b) (000) (b)  (000) (b} (000) {b)
4.875 406 243 - 649
5.080 502 413 522 1,437
4.820 287 281 - 568
5.000 229 229 229 687
4.856% S 3559 $ 2749 S 2570 § 8,878
4300 $ 500 $ 400 § 600 $ 1,500
6.900 800 700 500 2,000
9.500 4,000 2,000 4,000 10,000
4.875 - 400 500 900
4.700 - 400 500 900
7.324 900 700 1,000 2,600
8.842 3,500 1,500 4,000 9,000
8.152 4,500 2,000 4,500 11,000
6.875 736 644 920 2,300
6.625 - — 1,150 1,150
8.116% $ 14,936 $ 8,744 $ 17,670 $ 41,350
4700 $ 400 $ 300 $ 300 $ 1,000
5.875 - - 600 600
5141% S ° 400 S 300 $ 900 S 1,600
7.466% S 35011 §18,193 § 38,297 $ 91,496
6.750 § 500 $ 400 § 500 $ 1,400
5.250 - 432 576 1,008
6.593 - 750 1,000 1,750
7.666 3,750 2,250 4,000 10,000
8.861 1,842 - 1,843 3,685
9.724 4,000 2,500 4,100 10,600
7.700 3,000 - 3,000 6,000
8.396 4,000 - 4,000 8,000
7417 900 400 500 1,800
4.910 - 450 550 1,000
1.750 4,000 2,500 4,000 10,500
7.892 4,000 2,500 4,000 10,500
8.125 2,500 1,500 2,500 6,500
8.074% $ 28,492 $13682 § 30,569 $ 72,743
7500 $ 2,000 - $ 2500 $ 4,500
4375 302§ 240 358 900
9.634 3,860 1,744 4000 9,604
4.875 20 22 - 42
7.959 2,200 - 2,800 5,000
1.900 3,500 - 3,500 7,000
10.000 1,950 - 1,950 3,900
9.250 4,000 2,500 4,000 10,500
6.630 850 600 1,000 2,450
6.486 - 650 1,000 1,650
8.250 1,450 1,000 2,000 4,450
9.015 1,049 874 1,442 3,365
8.125 3,839 1,872 3,839 9,552
5.230 350 - 700 1,050
5.125 396 288 396 1,080
8.578 1,067 - 1,067 2,114
9.603 3,800 2,400 3,800 10,000
9.268 4,000 2,100 4,100 10,200
8.625 4,000 2,500 4,000 10,500
6.500 500 500 1,000 2,000
6.625 800 690 1,000 2,490
4.500 359 - 359 ns
8.750 4,150 2,500 4,150 10,800
8.671 4,000 1,000 - 5,000
7.800 2,000 - 2,000 4,000
9.316 1,000 - 1,000 2,000

Atchison, Topeka

General Gold

Type of Matarity
Company Security Date (a)

Phelps Dodge Corp. Note 06-01-1985
Plantation Pipe

Line Guaranteed Note 10-01-2001
Shell Canada, Ltd. Debenture 01-01-1994
Shell il Co. Note 04-15-1890
Sprague Electric

Co. S/F Debenture  09-01-1988
Standard Oil of  First Pref, Ship.

Calif. Mtg. Bd. 03-30-1997
Standard Oil of

Calif. Promissory Note 12-01-1992
Standard 0il of First Pref. Ship.

Calif. Mtg. Bd. 03-02-1997
Standard 0if of First Pref. Ship.

Calif. Mtg. Bd. 02-10-1997
Standard Qil of First Pref. Ship.

Calif. Mtg. Bd. 09-07-1997
Standard Qil of First Pref. Ship.

Calif. Mtg. Bd. 08-08-1997
Standard Oil of  First Pref. Ship.

Calif. Mtg. Bd. 11-06-1997
Standard Oil of  First Pref. Ship.

Calif. Mtg. Bd. 07-02-1999
Standard Oil

(Indiana) Note 10-01-2000
Standard 0il

(Indiana) Debenture 01-15-1998
Standard Oil

(Indiana) Note '10-01-2000
Standard Oil

(Indiana) Note 10-01-2000
Standard 0il Co.

Ohio Note 07-15-1990
Stauffer Chemical

Co. Note 03-15-1997
Sun 0il Co. Note 07-01-1991
Swift & Co. Debenture 06-01-1986
Swift & Co. S/F Debenture  08-01-1992
Texaco, Inc. Note 12-01-2001
Uarco, Inc. Note 05-01-1988
Union 0il Co.

of Calif. Note 12-01-1988
Youngstown First Mtg.

Sheet Tube S/F Bond 07-01-1995

TOTAL INDUSTRIAL OBLIGATIONS
TRANSPORTATION DEBT OBLIGATION
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Coupon
Rate
%

8.500

7.875
7.500
4.500
4.375
7.700
6.000
7.700
7.700
1.700
7.700
1.700
8.500
7.300
6.000
9.000
1.500
4.550
7.500
6.750
4.875
6.300
7.750
6.500
6.500

4.600

& Santa Fe Bond 10-01-1995 4.000
Atlantic Coast

Line Railroad  First Mtg. Bond  10-01-1988 4.750
Atlantic Richfield First Pref. Ship.

Co. Mtg. Bd. 12-01-2001 8.750
Delaware Lacka-  Refunding

wanna & Wst. Mtg. Bond* 05-01-1985 4.500
Louisville & Collateral Trust

Nashville Bond 12-01-1987 4.875
Western Maryland

RR First Mtg. Bond  10-01-1989 4.850

TOTAL TRANSPORTATION

DEBT OBLIGATIONS
RAILROAD EQUIPMENT OBLIGATIONS
ACF Industries,  Equipment Trust 04-15-1978/

Inc. Cert. 81 5.625
ACF Industries,  Equipment Trust 05-15-1978/

Inc. Cert. 84 7.625
ACF Industries,  Equipment Trust 04-01-1978/

Inc. Cert. 85 9.500
ACF Industries,  Equipment Trust 03-01-1982/

Inc. Cert. N 9.000
ACF Industries,  Equipment Trust 02-01-1978/

Inc. Cert. 91 8.000
Burlington Conditional Sale  05-01-1978/

Northern Agree. 86 8.600
Burlington Conditional Sale  10-01-1977/

Northern Agree. 87 9.625
Chesapeake & Conditional Sale  08-15-1977/

Ohio RR Agree. 02-15-1983 6.875
Chicago,

Milwaukee, St.

Paul & Pacific  Conditional Sale  07-15-1977/

Railroad Co. Agree. 01-15-1982 6.375
Chicago,

Milwaukee, St.

Paul & Pacific  Conditional Sale  12-01-1977/

Railroad Co. Agree, 06-01-1981 5.375
Delaware &

Hudson {Guar. Conditional Sale  03-01-1978/

GE) Agree. 09-01-1985 10.500
Flying Tiger Corp. Equipment Trust

Cert. 10-15-1977 4.500

Fruit Growers Equipment Trust 11-15-1977/

Express Cert. 81 6.000
Fruit Growers Equipment Trust 06-15-1978/

Express Cert. 85 9.750
Ilinois Central RR Conditional Sale  02-15-1978/

Agree. 83 6.875

Louisville & Conditional Sale 01-15-1978/

Nashville Agree. 86 6.875
Louisville & Conditional Sale  10-20-1982/

Nashville Agree. 9 9.000

Puhlic

State

Emgloyees Employees Teachers’

Average Retil Total
Yield Fund Fund Fund Amount
_ % (000) (b) {00O){b) (00G) (b) (DOD) (b)
8.575 4,000 2,500 4,000 10,500
1973 3,000 1,250 3,500 7,750
7.500 - - 1,200 1,200
6.440 - - 733 733
4.400 - - 550 550
1.700 600 - 700 1,300
6.120 - 160 800 960
7.700 700 - 700 1,400
7.700 700 - 600 1,300
7.700 500 1,400 500 2,400
7.700 500 550 500 1,550
7.700 500 550 500 1,550
8.500 2,000 2,000 2,000 6,000
7.300 1,500 1,500 2,000 5,000
6.070 400 400 1,000 1,800
9.000 1,500 1,000 1,500 4,000
7.500 1,500 500 1,500 3,500
4.550 - - 288 288
1.500 2,000 - 2,000 4,000
5.750 - 304 - 304
5.715 278 223 607 1,108
6.622 - 480 480 960
1.750 1,881 1411 2,352 5,644
6.500 489 - 815 1,304
6.500 484 - 605 1,090
iﬁi 566 406 1,375 2,347
8.222% S 74,531 836,115 S 82,757 $193,404
4.400 - - $ 500 $ 500
4.750 481 S 387 480 1,348
8.750 2,000 1,200 2,000 5,200
4.500 - 6 - 6
4.950 500 400 450 1,350
iﬂﬁ_ﬂ 480 384 480 1,344
6.907% S 346t $2377 S 3910 $ 9,748
5.625 8% § 80 - $ 165
1.625 210 140 $ 700 1,060
9.500 720 480 800 2,000
9.000 3,000 1,000 3,000 1,000
8.000 - - 4,000 4,000
8.600 - - 1,119 1,119
9.625 1,100 - 1,100 2,200
6.926 363 330 462 1,157
6.375 87 87 87 262
5.375 120 100 116 338
10.500 877 - - 877
4.500 40 34 40 114
6.000 150 125 150 425
9.750 - 640 640 1,280
6.875 295 253 422 971
7.027 540 396 720 1,656
9000 1333 - - 1333



Schedule 1V continued
Public State Public State
Employees Employees Teachers' Emplayees Employees Teachers’
Coupon Average Reti i Retireme Total Coupon Average Reti t Reti Reti Total
Type of Maturity  Rate  Yield Fund Fund Fund Amount Type of Maturity  Rate  Yield Fund Fund Fund Amount
Company Security Date (a} % % (000) (b) (000) (b)  (000) (b) (00D) {b) Company Security Date (a) % % (000) (000) (000) (000)
Louisville & Conditional Sale  10-20-1983/ Union Tank Car  Equipment Trust 12-15-1982/
Nashvilte Agree. 04-20-1992 8375 8.375 2,383 1121 2,383 5,887 Cert. 95 9.500 9.500 3,000 - 3,000 6,000
N.Y. Central Equipment Trust
Raitroad quprl. 1001-2013 4.500 4.510 _ 20 _ 20 TOTAL RAILROAD EQUIPMENT OBLIGATIONS 8.488% $ 16,650 $ 6,528 $ 21,748 $ 44,926
Norfolk & Conditional Sale  08-01-1977/ TOTAL CORPORATE OBLIGATIONS 8.026% $158,145 $76,896 $177,276 $412,318
Western Ry. Agree. 83 7.250 7.250 420 350 630 1,400 TOTAL UNITED STATES GOVERNMENT-
St. Louis-San Conditional Sale  01-01-1978/ GUARANTEED, CANADIAN GOVERNMENTAL
Francisco Ry.  Agree. 83 6750  6.750 - 240 360 600 AND CORPORATE OBLIGATIONS 8.037% $202438 $97,304 $218,305 $518,047
St. Louis-San Conditional Sale  12-15-1877/ _—
Frisco Ry. Agree. 83 7.250  7.250 373 - 326 700
Southern Pacific  Conditional Sale  03-01-1978/
Co. Agree. 84 7.625 7.625 350 280 490 1,120 (a) Most corporate issues have substantial sinking funds and an average life far shorter than the stated maturity date.
Southern Pacific  Conditional Sale  10-01-1978/ (b} Columns may not add, due to rounding.
Trans. Agree. 92 8.250 8.250 1,200 850 1,200 3,250
*Purchased 1930-1951.
COMMON STOCK HOLDINGS
Public Employees State Employees Teachers’
Market Retirement Fund Retirement Fund Retirement Fund Total
Total Price Total %
Common Stock Shares 6-30-77 Shares Market Value Shares Market Value Shares Market Value Market Value Market
UTILITIES
ELECTRIC
Central and South West Corporation 139,400 $ 16.13 55400 $ 893,325.00 26,000 $ 419,250.00 58,000 $  935250.00 $ 2,247,825.00
Cincinnati Gas & Electric Company {The) 65,000 24.75 28,000 693,000.00 12,000 297,000.00 25,000 618,750.00 1,608,750,00
C ith Edison Company 114,272 30.88 46,862 1,446,864.25 24,321 75091088 43,089 1,330,372.88 3,628,148.01
Florida Power & Light Company 144,400 27.13 51,600 1,399,650.00 29,400 797,475.00 63,400 1,719,725.00 3,916,850.00
Houston Industries Incorporated 86,600 33.88 29,000 982,375.00 16,500 558,937.50 41,100 1,392,262.50 2,933,575.00
Middle South Utilities Corporation 173,500 16.50 71,400 1,178,100.00 29,800 491,700.00 72,300 1,192,950.00 2,862,750.00
Minnesota Power & Light Company 125,000 22.25 40,000 890,000.00 25,000 656,250.00 60,000 1,335,000.00 2,781,250.00
Northern States Power Company (Minn.) 117,500 28.75 47,500 1,365,625.00 22,000 632,500.00 - 48,000 1,380,000.00 3,378,125.00
Pacific Gas and Electric Company 67,400 24.00 27,000 648,000.00 11,000 264,000.00 29,400 705,600.00 1,617,600.00 .
Public Service Company of Indiana, Inc. 152,000 29.25 60,500 1,769,625.00 26,500 775,125.00 65,000 1,901,250.00 4,446,000.00
Southern California Edison Company 69,000 2513 30,500 766,312.50 13,000 326,625.00 25,500 640,687.50 1,733,625.00
Southern Company (The) 108,300 17.25 48,300 833,175.00 16,500 284,625.00 43,500 750,375.00 1,868,175.00
Texas Utilities Company 153,000 21.50 £5,000 1,397,500.00 33,000 709,500.00 55,000 1,182,500.00 3,289,500.00
Virginia Electric and Power Company 97,498 16.13 33,833 511,724.13 19,166 289,885.75 44,499 673,047.38 1,474,657.26
Total Electric $ 14,775,275.88 $ 7,153,784.13 $ 15,757,770.26  $ 37,686,830.27 6.89%
NATURAL GAS
Houston Natural Gas Corporation 100,000 $ 32.25 37,000 $ 1,193,250.00 20,000 $  645000.00 43,000 $ 1,386,750.00 § 3,225,000.00
Panhandle Eastern Pipe Line Company 151,648 48.88 62,510 3,055,176.25 30,214 1,4176,709.25 58924 2,879,910.50 7,411,796.00
Peoples Gas Company 59,000 50.75 25,000 1,268,750.00 . 12,000 609,000.00 22,000 1,116,500.00 2,994,250.00
Total Natural Gas $ 5,517,176.25 $ 2,730,709.25 $ 5383,160.50 § 13,631,046.00 2.49%
COMMUNICATIONS
American Telephone & Telegraph Company 276,720 § 63.50 106,710 $ 6,776,085.00 54500 $ 3,460,750.00 115,510 § 7,334,885.00 $ 17,571,720.00
General Telephone & Electronics Corporation 235,300 32.50 91,300 2,967,250.00 48,000 1,592,500.00 95,000 3,087,500.00 7,647,250.00
United Telecommunications, Inc. 220,200 20.50 96,200 1,972,100.00 29,000 594,500.00 95,000 1,947,500.00 4,514,100.00
Total Communications $ 11,715,435.00 $ 5,647,750.00 $ 12,369,885.00 $ 29,733,070.00 5.45%
TOTAL UTILITIES $ 32,007,887.13 $ 15,532,243.38 $ 33,610,815.76  $ 81,050,946.27 14.83%
FINANCIAL SERVICES
BANKS
Citicorp 148,432 $ 27.38 50,600 § 11385175.00 28932 § 79201350 68,00 $ 1,886,137.50 $ 4,063,326.00
Continental llinois Corporation 187,272 26.75 87,272 2,334,526.00 28,000 749,000.00 72,000 1,926,000.00 5,009,526.00
First Bank System, Incorporated 113,500 36.63 49,700 1,820,262.50 19,200 703,200.00 44,600 1,633,475.00 4,156,937.50
First International Bancshares, Inc. 68,300 40.88 32,300 1,320,262.50 9,400 384,225.00 26,600 1,087,275.00 2,791,762.50
Manufacturers Hanover Corporation 61,000 31.50 21,500 806,250.00 7,000 262,500.00 32,500 1,218,750.00 2,287,500.00
J.P. Morgan & Co., Incorporated 63,016 50.38 23,540 1,185,827.50 13,176 663,741.00 26,300 1,324,862.50 3,174,431.00
Northwest Bancorparation 167,400 2413 60,000 1,447,500.00 34,400 829,900.00 73,000 1,761,125.00 4,038,525.00
Security Pacific Corporation 75,609 29.56 25,886 765,267.82 11,721 346,5607.92 38,002 1,123,453.13 2,235,228.87
Valley National Bank of Arizona 90,582 16.63 32,702 543,670.75 15,896 264,271.00 41,984 697,984.00 1,505,925.75
Total Banks $ 11,608,742.07 $ 4,995,358.42 $ 12,659,062.13  $ 29,263,162.62 6.35%
FINANCE
Beneficial Corporation 101,845 § 23.88 31,876 $§ 761,015.63 19,245 $§ 45947438 50,725 $ 1,211,059.38 $ 2,431,549.39
Household Finance Corporation 174,500 19.88 71,300 1,417,087.50 28,900 574,387.50 74,300 1,476,7112.50 3,468,187.50
MGIC Investment Corporation 86,800 15.88 34,800 552,450.00 15,000 238,125.00 37,000 587,375.00 1,377,950.00
Total Finance $ 2,730,553.13 $ 1,271,986.88 $ 3,275,146.88 $ 7,277,686.89 1.33%
INSURANCE .
Aetna Life & Casualty Company 129,200 $ 37.25 46,700 $ 1,739,575.00 22,500 $ 838,125.00 60,000 § 223500000 $ 4,812700.00
The Chubb Corporation 70,500 41.50 26,700 1,108,050.00 12,900 535,350.00 30,900 1,282,350.00 2,925,750.00
Connecticut General Insurance Corporation 48,000 54.38 18,000 978,750.00 8,500 462,187.50 22,500 1,223,437.50 2,664,375.00
INA Corporation 111,700 45.88 57,000 2,614,875.00 16,700 766,112.50 38,000 1,743,250.00 5,124,231.50
NLT Corparation 205,600 25.75 86,700 2,232,525.00 38,200 983,650.00 80,700 2,078,025.00 5,294,200.00
Northwestern National Life Insurance Co. 56,800 2150 22,100 475,150.00 5,600 120,400.00 29,100 625,650.00 1,221,200.00
SAFECO Corporation 40,700 47.43 15,800 744,575.00 1,500 353,437.50 17,400 819,975.00 1,917,987.50
The St. Paul Companies, Inc. 106,300 36.38 37,400 1,360,425.00 17,000 618,375.00 52,500 1,909,687.50 3,888,487.50
Travelers Corporation {The) 72,400 34.26 24,700 845,975.00 15,500 530,875.00 32,200 1,102,850.00 2,479,700.00
United States Fidelity & Guaranty Company 72,000 39.38 24,000 945,000.00 16,500 649,687.50 31,500 1,240,312.50 2,835,000.00
Total Insurance $ 13,044,900.00 $ 5,858,200.00 $ 14,260,537.50 $ 33,163,637.50 6.07%
TOTAL FINANCIAL SERVICES $ 27,384,195.20 $ 12,125,545.30 $ 30,194,746.51  $ 69,704,487.01  12.75%
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Schedule 1V continued

Public Employees State Employees Teachers’
Market Retirement Fund Retirement Fund Retirement Fund Totat
Total Price Total %
Common Stock Shares 6-30-77 Shares Market Value Shares Market Value Shares Market Value Market Value Market
CONSUMER-ORIENTED
AUTOS — AUTO PARTS
Ford Motor Company 115,000 $ 46.88 45000 $ 2,109,375.00 22,500 $ 1,054,687.50 47,500 § 2,226562.50 $ 5,390,625.00
General Motors Corporation 120,500 69.38 50,000 3,468,750.00 23,500 1,630,312.60 47,000 3,260,625.00 8,359,687.50
Genuine Parts Company 79,600 33.88 33,000 1,117,875.00 14,500 491,187.50 32,100 1,087,387.50 2,696,450.00
Goodyear Tire & Rubber Company (The) 203,500 2013 74,500 1,499,312.50 34,000 684,250.00 95,000 1,911,875.00 4,095,437.50
- Total Autes — Auto Parts $ 8,195312.50 $ 3,860,437.50 $ 8,486,450.00 $ 20,542,200.00 3.76%
CONSUMER-DURABLES
Sunbeam Corporation 165,049  $ 23.50 63,050 $ 148167500 27999 $ 65797650 74,000 $ 1,739,00000 $ 3,878,651.50
Whirlpool Corporation 126,400 24.50 53,600 1,313,200.00 24,000 588,000.00 48,800 1,195,600.00 3,096,800.00
Total Consumer-Durables $ 2,794,875.00 $ '1,245,976.50 $ 293460000 $ 6,975451.50 1.28%
CONSUMER-NONDURABLES
Avon Products, Inc. 116,500 $ 50.50 46,500 $ 2,348,250.00 24,000 $ 1,212,000.00 46,000 $ 2,323,000.00 § 5,883,250.00
Colgate-Palmolive Company 216,500 24.75 90,500 2,239,875.00 35,500 878,625.00 90,500 2,239,875.00 5,538,375.00
Eastman Kodak Company 73,180 59.50 28,000 1,666,000.00 17,180 1,022,210.00 28,000 1,666,000.00 4,354,210.00
Minnesota Mining and Manufacturing Co. 107,400 49.38 43,000 ©2,123,125.00 23,600 ©  1,165,250.00 40,800 2,014,500.00 5,302,875.00
Procter & Gamble Company (The) 54,000 80.13 22,000 1,762,750.00 9,000 721,125.00 23,000 1,842,875.00 4,326,750.00
Revion, Incorporated 132,400 41.25 54,000 2,227,500.00 24,000 990,000.00 54,400 2,244,000.00 5,461.500.00
Total Consumer-Nondurables $ 12,367,500.00 - $ 5,989,210.00 $ 12,330,250.00 $ 30,686,960.00 6.62%
CONSUMER-MISCELLANEOQUS - : ‘
Disney (Walt) Productions 95679 $ 36.88 35897 § 1,323,701.88 17,346 $  639,633.75 42436 $ 1564,827.50 § 3,528,163.13
Holiday Inns, Incorporated 67,600 1413 23,300 329,112.50 14,000 197,750.00 30,300 427,987.50 954,850.00
McDonald’s Corporation 83,200 46.00 35,200 1,619,200.00 14,000 644,000.00 34,000 1,564,000.00 3,827,200.00
Warner Communications, Inc. 63,600 30.38 23,900 725,962.50 15,700 476,887.50 24,000 729,000.00 1,931,850.00
Total Consumer-Miscellaneous : $ 3,997,976.88 $ 1,958,271.25 $ 4,285815.00 $ 10,242,063.13 1.87%
DRUGS : .
American Home Products Corporation 113,800 §$ 28.75 52,000 $ 149500000 21,400 $ 615250.00 40,400 $ 1,161,500.00 § 3,271,750.00
Johnson & Johnson - 47,000 70.63 20,000 1,412,500.00 . 10,000 706,250.00 . 17,000 .  1,200,625.00 3,319,375.00
Medtronic, Inc. . 85,000 25.63 30,000 768,750.00 15,000 384,375.00 40,000 1,025,000.00 2,178,125.00
Merck & Co., Inc. 75,000 -56.75 26,000 1,449,500.00 13,500 752,625.00 35,500 1,979,125.00 4,181,250.00
Pfizer Incorporated 144,100 26.00 55,100 1,432,600.00 . 30,500 793,000.00 58,500 1,521,000.00 3,746,600.00
Schering-Plough Company 70,600 -36.38 . 25,000 909,375.00 14,000 509,250.00 31,600 1,149,450.00 2,568,075.00
Warner-Lambert Company 146,500 28.63  +60,500 1,731,812.50 26,000 744,250.00 60,000 1,717,500.00 4,193,562.50
Total Drugs ' o $ 9,199,537.50 \ "'$ 4,505,000.00 $ 9,754,200.00 $ 23,458,737.50 4.29%

FOODS-BEVERAGES : .
50.25 45000 $ 2,261,250.00 18,000 $ 904,500.00 42,000 $ 21050000 §$ 5,276,250.00

CPC International, Inc. 105000 $
Coca-Cola Company (The) 115,200 37.25 46,200 1,720,950.00 21,000 782,250.00 48,000 1,788,000.00 4,291,200.00
Consolidated Foods Corporation 119,500 25.88 57,200 1,480,050.00 - 24,800 641,700.00 37,500 970,312.50 3,092,062.50
General Foods Corporation - 90,200 33.38 36,600 1,221,525.00 12,000 400,500.00 41,600 1,388,400.00 3,010,425.00
General Mills, Incorporated 134,200 29.50 -49,200 1,451,400.00 29,000 855,500.00 56,000 1,652,000.00 3,958,900.00
Norton Simon, Incorporated . 132,092 17.78 51,800 919,450.00 = 22,766 404,096.50 57,526 1,021,086.50 2,344,633.00
PepsiCo, Inc. -165,786 22.50 57,000 - 1,282,500.00 30,300 - 681,750.00 78,486 1,765,935.00 3,730,185.00
Pillsbury Company {The)} 102,500 38.25 35,400 M 23,700 M 43,400 1,660,050.00 3,920,625.00
Total Foods-Beverages $ 11,691,175.00 $ 5,576,821.50 $ 12,356,284.00 $ 29,624,280.50 5.42%
PRINTING-PUBLISHING .
Donnelley (R.R.) and Sons Company 84,243 $ 24.25 28876 $ 700,243.00 19,246, $  466,71550 36,121 $ 87593425 $ 2,042,892.75
Dun & Bradstreet Companies, Inc. 82,100 29.50 34,300 1,011,850.00  15,000° 442,500.00 32,800 967,600.00 2,421,950.00
Harcourt Brace Jovanovich, Inc. 36,000 3250 - 14,050 M 8,100 M 13,850 450,125.00 1,170,000.00
Total Printing-Publishing $ 2,168,718.00 $ 1,172,465.50 $ 2,293,659.25 $ 5,634,842.75 1.03%
RETAIL SALES
Dayton Hudson Corporation 167,700 $ 34.38 61,600 $ 2,117,500.00 38500 $ 132343750 67,600 $ 232375000 $ 5,764,687.50
Federated Department Stores, Incorporated 113,500 37.00 54,000 1,998,000.00 19,000 703,000.00 40,500 1,498,500.00 4,199,500.00
Penney (J.C.) Company, Incorporated 115,100 34.88 45,700 1,593,787.50 19,300 673,087.50 50,100 1,747,231.50 4,014,112.50
Sears, Roebuck and Company 84,000 58.00 32,000 1,856,000.00 20,000 1,160,000.00 32,000 1,856,000.00 4,872,000.00
Southland Corporation (The) . 138,500 23.63 51,050 1,206,056.25 26,600 M 60,850 1,437,581.25 3,272,062.50
Total Retail Sales $ 8,771,343.75 $ 4,487,950.00 $ 8,863,068.75 S 22,122,362.50 4.04%
TOTAL CONSUMER-ORIENTED $ 59,186,438.63 $ 28,796,132.25 $ 61,304,327.00 $149,286,897.88  27.31%
TECHNOLOGY
ELECTRONICS
Hewlett-Packard Company 20,000 S 79.00 8,000 S  632,000.00 4000 S  316,000.00 8,000 § 632,000.00 $ 1,580,000.00 0.29%
OFFICE EQUIPMENT
Burroughs Corporatien 95,800 § 62.38 35400 $ 2,208,075.00 17,200 S 1,072,850.00 43,200 $ 2,694,600.00 $ 597552500
Control Data Corporation 43,000 21.63 14,000 302,750.00 8,000 173,000.00 21,000 454,125.00 929,875.00
Digital Equipment Corporation 44,400 46.88 22,500 1,054,687.50 5,400 253,125.00 16,500 773,437.50 2,081,250.00
Honeywell, Inc. 58,200 53.88 22,800 1,228,350.00 12,000 646,500.00 23,400 1,260,675.00 3,135,525.00
International Business Machines Corporation 102,403 264.00 41,400 10,929,600.00 20,400 5,385,600.00 40,603 10,719,192.00 27,034,392.00
Xerox Corporation 59,020 48.75 23,500 1,145,625.00 11,260 548,925.00 24,260 1,182,675.00 2,877.225.00
Total Office Equipment $ 16,869,087,50 S 8,080,000.00 $ 17,084,704.50 S 42,033,792.00 1.69%
TOTAL TECHNOLOGY $ 17,501,087.50 S 8,396,000.00 $17,716,704.50 S 43,613,792.00 7.98%
BASIC INDUSTRY
AEROSPACE .
Boeing Company (The) 94,500 § 57.88 38,000 $§ 2,199,250.00 17500 $ 1,012,81250 39,000 $ 2,257,125.00 $ 5,469,187.50
United Technologies Corporation ) 116,000 40.00 43,000 1,720,000.00 24,000 960,000.00 49,000 1,960,000.00 4,640,000.00
Total Aerospace $ 3,919,250.00 $ 1,972,812.50 $ 4,217,125.00 $ 10,109,187.50 1.85%
BUILDING & FOREST PRiJDI.IcTS
Georgia-Pacific Corporation 122,81  $ 31.26 47015 § 146921875 24348 $ 76087500 50,818 $ 1,588,062.50 § 3,818,156.25
Masonite Corporation 150,400 12.00 70,400 1,196,800.00 31,000 527,000.00 49,000 833,000.00 2,556,800.00
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Schedule 1V continued

Public Employees State Employees Teachers’
Market Retirement Fund Retirement Fund Retirement Fund Total
Total Price j Total %
Common Stock Shares 6-30-77 Shares Market Value Shares Market Value Shares Market Value Market Value Market
Owens-Corning Fiberglas Corporatiom 72,100 67.13 28,100 1,886,212.50 14,000 939,750.00 30,000 2,013,750.00 4,839,712.50
Weyerhaeuser Company 76,500 35.63 27,000 961,875.00 13,400 _ 477,375.00 36,100 1,286,062.50 2,725,312.50
Total Building & Farest Products $ 5,514,106.25 $ 2,705,000.00 $ 572087500 $ 13,939,981.25 2.55%
CHEMICALS
Air Products and Chemicals, Incorporated 105,075 § 24.25 38693 $ 938,305.26 20686 $ 501,635.50 45696 $ 1,108,128.00 $ 2,548,068.75
Dow Chemical Company (The) 83,528 3413 31,192 1,064,427.00 17,980 613,667.50 34,356 1,172,398.50 2,850,393.00
du Pont (E.1.) de Nemours and Company 45,500 116.00 19,000 2,204,000.00 9,500 1,102,000.00 17,000 1,972,000.00 5,278,000.00
Hercules Incorporated 165,000 18.38 68,000 1,249,500.00 27,000 496,125.00 70,000 1,286,250.00 3,031,875.00
Monsanto Company 45,236 69.88 16,236 1,134,490.50 10,000 698,750.00 19,000 1,327,625.00 3,160,865.50
Union Carbide Corporation 88,100 48.88 38,000 1,857,250.00 18,100 _ 884,637.50 32,000 1,564,000.00 4,305,887.50
Total Chemicals $ 844797275 $ 4,296,715.50 $ 843040150 $ 21,175,089.75 3.87%
ELECTRICAL EQUIPMENT )
Emerson Electric Co. 135,000 $ 34.38 50,000 $ 1,718,750.00 25,000 $  859,375.00 60,000 $ 2,062,500.00 $ 4,640,625.00
General Electric Company 125,000 56.50 50,000 2,825,000.00 24,000 1,366,000.00 51,000 2,881,500.00 7,062,500.00
Gould, Inc. 135,000 31.00 55,000 1,705,000.00 25,000 775,000.00 55,000 1,705,000.00 4,185,000.00
Westinghouse Electric Corporation 63,000 21.50 23,100 M 12,200 262,300.00 27,700 595,550.00 1,354,500.00
Total Electrical Equipment $ 6,745,400.00 $ 3,252,675.00 $ . 7,244550.00 $ 17,242,625.00 3.15%
MACHINERY .
Caterpillar Tractor Co. 74,600 $ 57.75 27100 $ 1,565,025.00 14500 $  837,375.00 33000 $ 1,905750.00 $ 4,308,150.00
Clark Equipment Company 71,100 39.75 27,100 1,077,225.00 15,000 596,250.00 29,000 1,152,750.00 2,826,225.00
Combustion Engineering, incorporated 86,000 62.13 40,000 2,485,000.00 16,000 994,000.00 30,000 1,863,750.00 5,342,750,00
Trans Union Corporation 99,000 37.7% 38,000 1,434,500.00 18,000 - 679,500.00 43,000 1,623,250.00 3,737,250.00
Total Machinery $ 6,561,750.00 $ 3,107,125.00 $ 6,545500.00 $ 16,214,375.00 2.97%
METALS .
Aluminum Company of America . 63,000 $ 53.00 23,000 § 1,219,000.00 11000 $ 58300000 29,000 $ 1,537,000.00 $ 3,339,000.00
Pittston Company (The) 119,640 28.88 45511 1,314,130.13 30,570 882,708.75 43,559 1,257,766.13 3,454,606.01 - .
St. Joe Minerals Corporation 124,500 3413 49000 167212500 23000 784,875.00 52,500 1,791,662.50 4,248,562.50
Total Metals $ 4,205,255.13 $ 2,250,583.75 $ 4,586,328.63 $ 11,042,167.51 2,02%
PAPER
International Paper Company 83,500 §$ 51.50 33,000 $ 1,699,500.00 15500 $  798,250.00 35,000 $ 180250000 . $ 4,300,250.00
Union Camp Corporation 55,000 54.25 23,000 1,247,750.00 12,000 651,000.00 20,000 1,085,000.00 2,983,750.00 :
Total Paper $ 2,947,250.00 $ 1,449,250.00 $ 2,887,500.00 $ 7,284,000.00 1.33%
TEXTILES
Burlington Industries, Incorporated 31,200 $ 24.00 11,200 $  268,800.00 7000 $ 168,00000 13,000 $ 31200000 $  748,800.00 0.14%
MISCELLANEOUS
Corning Glass Works 38,900 $ 67.38 16,000 §$ 1,078,000.00 7500 $ 50531250 15400 $ 1,037,575.00 $ 2,620,887.50
International Telephone & Telegraph Corp. 129,800  35.88 50,600 1,815,275.00 25,600 918,400.00 53,600 1,922,900.00 4,656,575.00
Total Miscellaneous $ 2,893,275.00 $ 1,423,712,50 $ 296047500 $ 7,277,462.50 1.33%
TOTAL BASIC INDUSTRY $ 41,503,059.13 $ 20,625,874.25 $ 42,904,755.13  $105,033,688.51  19.21%
ENERGY
0IL-DOMESTIC .
Atlantic Richfield Company 120,000 $ 60.50 47,000 § 2,843500.00 21,000 §$ 1,270,500.00 52,000 $ 3,146,000.00 $ 7.260,000.00
Continental Qil Company (Del.) 206,200 33.88 81,000 2,743,875.00 35,200 1,192,400.00 90,000 3,048,750.00 6,985,025.00
Marathon Oil Company 97,000 52.63 38,000 1,999,750.00 21,000 1,105,125.00 38,000 1,998,750.00 5,104,625.00
Phillips Petroleum Company 234,000 31.00 98,000 3,038,000.00 40,000 1,240,000.00 96,000 2,976,000.00 1,254,000.00
Standard 0il Company (Indiana) 109,000 53.75 40,000 2,150,000.00 25,900 1,392,125.00 43,100 2,316,625.00 5,858,750,00
Total Oil-Domestic $ 12,775,125.00 $ 6,200,150.00 $ 13,487,125.00 $ 32,462,400.00 5.94%
OIL-INTERNATIONAL :
Exxon Corporation 238,044  $ 5350 89,016 $ 4,762,356.00 44,416 $ 2376,256.00 104,612 § 559674200 $ 12,735,354.00
Guif il Corporation 205,100 28.00 85,100 2,382,800.00 43,000 1,204,000.00 77,000 2,156,000.00 5,742,800.00
Mabit Corporation 98,400 68.00 33,800 2,298,400.00 17,800 1,210,400.00 46,800 3,182,400.00 6,691,200.00
Standard 0il Company of California 176,500 4175 75,000 3,131,250.00 35,000 1,461,250.00 66,500 2,776,375.00 1,368,875.00
Texaco Inc. 171,490 29.13 67,100 1,954,287.50 31,040 904,040.00 73,350 2,136,318.75 4,994,646.25
Total Oil-International $ 14,529,093.50 $ 7,155,946.00 $ 15,847,83575 $ 37,632,875.25 6.87%
ENERGY-RELATED
Dresser tndustries, Inc. 128,000 § 45.75 60,000 § 274500000 16,000 $ 732,000.00 52,000 §$ 2379,00000 $ 5,856,000.00
Halliburton Company 43,500 66.75 14,000 934,500.00 10,500 700,875.00 18,000 1,268,250.00 2,903,625.00
Williams Companies (The) 137,000 2313 53,000 1,225,625.00 26,000 601,250.00 58,000 1,341,250.00 3,168,125.00
Total Energy-Related - $ 4,905,125.00 $ 2,034,125.00 $ 498850000 $ 11,927,750.00 2.18%
TOTAL ENERGY $ 32,209,343.50 $ 15,390,221.00 $ 3432346075 $ 81,923,0256.25 14.99%
TRANSPORTATION
AIRLINES .
Delta Air Lines, Incorporated 55,400 §$ 35.75 18500 §  661,375.00 8800 $ 314,600.00 28,100 $ 1,004,57500 $ 1,980,550.00
Northwest Airlines, Incorporated 92,626 25.25 36,714 927,028.50 16,770 423,442.50 39,142 988,335.50 2,338,806.50
UAL, Inc. 24,300 20.38 9,000 183,375.00 7,000 142,625.00 8,300 169,112.50 495,112.50
Total Airlines $ 1,771,778.50 $  880.667.50 $ 2,162,023.00 $ 4,814,469.00 0.88%
RAILROADS )
Burlington Northern Incorporated 76,800 $ 50.25 28,000 $ 1,407,000.00 13,00 $ 658,275.00 35700 $ 1,793,925.00 $ 3,869,200.00
Southern Railway Company 39,000 58.38 19,000 1,109,125.00 10,000 583,750.00 10,000 583,750.00 2,276,625.00
Union Pacific Corporation 88,800 57.25 35,800 2,049,650.00 20,000 1,145,000.00 33,000 1,889,250.00 5,083,800.00
Total Railroads $ 4,565,675.00 $ 2,387,025.00 $ 4,26692500 $ 11,219,625.00 2.05%
TOTAL TRANSPORTATION $ 6,337,453.50 $ 3,267,692.50 $ 6,428948.00 $ 16,034,094.00 2.93%
TOTAL COMMON STOCKS $216,129,464,592 $104,133,708.68b $226,383,757.65° $546,646,930.929 100.00%
a Net original cost of equities on June 30, 1977, was $203,416,314.91,
b Net original cost of equities on June 30, 1977, was $ 99,706,395.33. 27
¢ Net original cost of equities on June 30, 1977, was $217,482,772.99.
d Net original cost of equities on June 30, 1977, was $520,605,483.23.
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SCHEDULE V
PUBLIC EMPLOYEES Tvoe of " C;"P"" A\‘;ﬂflﬂge AT"“'
ype o aturity ate iel mount
POLICE AND FIRE FUND Company Security Date (a) % % (000) (b)
June 30, 1977 CORPORATE BOND OBLIGATIONS
: PUBLIC UTILITY OBLIGATIONS
RESUME OF ASSETS IN ACCOUNT ELECTRIC
Commonwealth Edison First Mtg. Bond 11-01-1986 5.750 5.750 $ 100
Consolidated Edison Equipment Trust Cert. 01-01-1996 9.250 9.250 244
CASH CERTIFIED FOR |NVE§TMENT* $  (23,212.62) Kansas Power & Light First Mtg. Bond 06-01-2007 8.125 8.168 750
Minnesota Power &
MONEY MARKET SECURITIES Light First Mtg. Bond 09-01-2006 8.700 8.700 800
’ Philadelphia Electric First & Ref. Mtg. Bond 10-15-1980 11.000 11.000 800
Bills Public Serv. Indiana First Mtg. Bond 01-01-2007 7.625 7.704 540
Maturities up to 98 days $ 910,000.00 RAochester Gas & Elec. First Mtg. Bond 07-01-1998 6.700 6.700 150
Repurchase Agreements Total Etectric 8.831% $ 3,384
Maturities up to 7 days $  90,000.00 GAS
Louisiana Gas Service First Mtg. Bond 06-01-1987 4.500 4.615 $ 100
phert Term Corporate Notes s Mich.-Wisc. Pipe Line First Mtg. Bond 07-15-1983 a875 4700 73
P Y Transcont’l Gas Pipe Line  First Mtg. Bond 11-01-1982 4875 4.820 54
UNITED STATES GOVERNMENT-GUARANTEED OBLIGATIONS Total Gas 4.691% $ 227
(See Listing Below) . $ 2,008,420.93 ’
. TELEPHONE
UNITED STATES GOVERNMENT AGENCY OBLIGATIONS American Telephone &
{See Listing Below) $  105,000.00 Telegraph Debenture 10-01-1996 4.375 4.300 $ 100
Bell Telephone Co.
CANADIAN GOVERNMENTAL OBLIGATIONS . Canada First Mtg. Bond 06-01-2004 9.500 9.500 800
{See Listing 