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he annual investment perform-
ance review of the PMRS invest-
ment managers was held at the

March 20 and 21 Board meeting at the
Holiday Inn in Grantville, Pennsylvania.
The Board has a fiduciary responsibility to
ensure that the investment managers are
handling the System's money and invest-
ments satisfactorily.
The System's investment consultant,
Richard Dahab, presented an overview of
the 2001 economic environment. Mr.
Dahab reported that for the last quarter of
2001, the System ranked in the 53rd per-
centile, or slightly below average when
compared to other pension plans in the
CDA universe. The return for the year
ending December 31, 2001 was -3.9%,
which was below the average compared to
other pension plans. The cumulative
return for the past five years was 9.4% on
an annualized basis and ranked in the 23rd
percentile.
Although the events of September 11th
caused the market to nosedive, the reduc-
tion of interest rates by the Federal Reserve
and the optimism regarding the handling
of the war in Afghanistan helped maintain
the U.S. economy and the market to recov-
er. Of course, several sectors of the econo-
my, including airlines, hotels and restau-
rants, have endured financial hardships
because of the public's hesitancy to travel
since the September 11th attacks. Overall,

the System's stock holdings lost 10.8% dur-
ing 2001.
The fixed income (bond) portfolio has con-
tinued to perform well and the return for
the year ending December 31, 2001 was
8.1%, which ranked well above the median
in the 17th percentile. Real estate invest-
ments have also done well, giving a year
ending return of 6.1%. The System's real
estate portfolio includes holdings in apart-
ments, hotels, office buildings, and ware-
houses in various locations across the

MRS began mailing 2001 individ-
ual member statements to active
members’ home addresses in mid-

March. We expect to complete the mailing
to all 9,000 members enrolled in the 800
plans we administer by late May. As each
individual plan is processed and mailed,
copies are also provided to the employing
municipality for inclusion in the employ-
ees’ personnel file.

If individual employees did not receive a
copy of their statement at their home, it is
likely that we do not have a correct mailing
address. Please have the employee com-
plete a change of address form, PMRB 5-A
and mail it to us. If you do not have the
forms, they can be downloaded from our
web site at www.pmrs.state.pa.us or you
may contact our office. We also ask that a
copy of the employee's member statement
that was sent to the municipality be pro-
vided to the employee for their personal
record keeping.

We strongly urge employers and employ-
ees to complete a change of address form
whenever their mailing address changes.
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2001 Investment Performance Review
Not Good, But Could Have Been Worse
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Continued on Page 2

Excess Interest Expectation - 2002

Member Statements

Based upon the struggling economy in 2001 and the anemic investment performance of the financial markets, it can rea-
sonably be assumed that PMRS will not be awarding excess interest in 2002. If the numbers confirm our expectations, this
will be the first time since excess interest was initially authorized in 1980 that the System will have had two consecutive

years with no excess interest award.
Although the past two years have not been as rewarding as the five year period from 1996 through 2000, our members can still
take great comfort that their plans were still credited 6.5% interest in 2001 and 2002. In the coming months, the PMRS Board will
be reviewing the System's future interest rate structure to confirm its viability and integrity.
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Michael Kelly (left) and Charles Tarver (right)
of Forest Investment Associates explain to the
PMRS Board that the 19,370 acres the System
holds in timberland have a market value of
$24 million.
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Performance Review  (Continued from page 1)

nation. The System also holds 19,370 acres
of timberland in five different states.
As in the past, the PMRS Board invited the
investment managers to attend this meet-
ing, and allowed for each manager to give
a brief presentation of the performance of
the investments.  Representatives from the
following companies were in attendance:
Chase Investment Counsel Corporation,
BlackRock, The Boston Company, Globalt
Incorporated, Emerald Advisors,
Prudential Investments, Forest
Investments Associates, TimesSquare, Seix
Investment Advisors and State Street
Global Advisors.
Each firm reviewed its portion of the
System's portfolio and responded to specif-
ic questions. The questions focused on (1)
whether or not a potential investment
company used creative accounting prac-
tices and if so, how did the manager deal
with such a discovery; (2) because the

o other pension issue has provided
more telephone inquiries to the
PMRS office than the highly visible

bankruptcy of the Enron Corporation.
When Enron was on the front pages of the
newspaper, we were receiving four or five
calls a day. Yes, PMRS did own and was
affected by the substantial decline in the
value of Enron stock, but the System's loss
was relatively minimal compared to what it
could have been.
The System purchased 14,100 shares of
Enron between November 2000 and
March 2001 for a total purchase price of

MRS welcomed three new employ-
ees since the last newsletter. We
would like to introduce you to

Alissa Noe, Roseanne Rizzo and Donna
Miller.
Alissa Noe brings a strong professional
background to PMRS as she begins her
career in state government as a Clerk
Typist. Alissa replaced Tasha Witmer who
transferred to another state agency. If you
call PMRS, you will usually hear Alissa's
cheerful voice as she is primarily responsi-
ble for answering the telephone. A native
of Delaware, she entered the U.S. Army
upon graduation from High School and
completed the Administrative Specialist
Course at Fort Jackson, South Carolina.
Subsequent career moves took her to
Missouri where she worked in a bank and

to Texas where she worked for the Killeen
Daily Herald newspaper and the Killeen
Independent School District. Most recent-
ly, she was employed by Liberty Excavators
in Camp Hill, Pennsylvania. Alissa and her
husband have three daughters.
Roseanne Rizzo recently moved to the
Harrisburg area after living and working in
Johnstown, Pennsylvania. A graduate of
Cambria-Rowe Business College with a
degree from the Executive Secretarial
Program, she is also entering state govern-
ment employment for the first time.  Her
previous work experience includes the
Johnstown America Corporation, the Bon-
Ton, and Glosser Brothers Department
Store, all located in Johnstown. As a Clerk

$1,098,874. In February 2001, we sold
2,900 shares of Enron and then sold the
remaining 11,200 shares in September
2001. Total proceeds were $530,768, which
gave PMRS a loss of $568,106. In addition
to the actively managed loss, we also
incurred a loss in two passively managed
index funds. We were invested in the S&P
500 Index Fund and the Russell 1000
Value Index Fund.  Between the two index-
es, the System lost an additional $560,430
for a total loss of $1,128,536. As a percent-
age of the investment portfolio, the loss
amounted to 0.113%, or a little more than

one tenth of one percent. PMRS has a
highly diversified portfolio of nearly $1 bil-
lion spread among different classes of
investments to prevent any one loss from
having a significant impact on the System.
Enron and its management, along with its
external auditors, have been sued in
numerous class action lawsuits. PMRS
plans to participate in litigation and may
be able to recoup some of the losses from
insurance carriers and other responsible
parties.

Board recently revised its Investment
Guidelines, did the investment manager
have any concerns or problems with the
changes; and (3) in light of current stock
market events, how diversified is the PMRS
portfolio and how does it compare with
other asset classes.
Board members and PMRS staff asked
additional questions of each investment
manager. These questions concentrated on
overall rates of return, volatility, invest-
ment style, price/earnings ratio, and prop-
erty types.
Lester F. Lockwood of Prudential Real
Estate Investors presented PMRS
Chairman Douglas K. Bowen with an
appreciation plaque for the System's 20
years of participation in the real estate
account. The System currently has $37.3
million invested with Prudential.
Questions concerning PMRS or the
Board's activities can be addressed by call-

ing the Pennsylvania Municipal Retirement
System at 717-787-2065 or 1-800-622-
7968 or visiting the PMRS web site at
www.pmrs.state.pa.us.

Left to Right: Paul J. Leahey, Nancy C. Irving
and J. David Macey of The Boston Company
review the PMRS portfolio they manage with
Board members.

Seated: Alissa Noe; Standing left to right:
Donna Miller, Roseanne Rizzo.

Enron Bankruptcy and its Impact on PMRS

New Employees at PMRS
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Continued on Page 3
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PMRS Board Meeting

PMRS Ranked by
Magazine

he Pennsylvania Municipal
Retirement Board met on January
24, 2002.  During this meeting, the

Board members elected officers for the year
2002 in accordance with Pennsylvania
Municipal Retirement System Law.

Douglas K. Bowen, Manager of Whitehall
Township Authority, Lehigh County, was
re-elected Chairman, and represents
Pennsylvania municipal authorities.

Robert T. Umstead, Manager of
Royersford Borough, Montgomery County,
was re-elected Vice-Chairman and repre-
sents the Pennsylvania State Association of
Boroughs.

· Richard D. Derstine, represents
Pennsylvania township supervisors

· Barbara Hafer, State Treasurer (ex-offi-
cio), represented by Brian Haveson

· Dawn C. Knapp, represents
Pennsylvania firefighters

· Paul S. McMillen, represents
Pennsylvania counties

· C. Michael Weaver, Acting Secretary of
the Commonwealth (ex-officio), repre-
sented by John T. Henderson, Jr., Chief
Counsel

· Anthony J. Spagnolo, represents
Pennsylvania townships of the first class

· Vacant, represents Pennsylvania cities
· Vacant, represents Pennsylvania

Municipal Retirement System retired
members

The meeting dates for the remainder of
2002 are scheduled as follows:  May 23, July
18, September 19, and November 21.

Typist, Roseanne is responsible for typing
correspondence and is the alternate recep-
tionist. She replaced Kimberly Gorse-
Manfred who accepted a promotion within
PMRS and is now working in the Division
of Membership and Municipal Services.
Roseanne is the mother of two sons and
one daughter.
Donna Miller is our new Accountant in the
Accounting Division.  She replaces Sandy
Gray who recently retired from state

According to Pensions & Investments
magazine, the Pennsylvania Municipal
Retirement System is ranked number 702
with assets of $957 million at the time of
publication (January 2002). This publica-
tion lists the top United States pension
funds/sponsors and ranks them according
to the assets of each plan as of September
30, 2001. In last year's report, we were
ranked number 689 with assets of $1,049
million.

The California Public Employees'
Retirement System is ranked first and is
the largest public pension system in the
nation, with nearly $144 billion in assets.
In Pennsylvania, the Public School
Employees' Retirement System had $53
billion in assets as of September 30, 2001
and the State Employees' Retirement
System had $30 billion in assets.

In comparison to some other plans,
PMRS had more assets than Western PA
Teamsters (ranked number 728 with $907
million in assets), Charles Schwab (ranked
number 751 with $871 million in assets),
Reader's Digest Association (ranked num-
ber 765 with $840 million in assets) and
Mattel (ranked number 873 with $697 mil-
lion in assets).

T

New Employees  (Continued from page 2)

employment. Donna has worked for vari-
ous state agencies and prior to her state
government career, she worked at Boscov's
and other private sector companies doing
an array of accounting functions. Donna is
a graduate of Central Dauphin East High
School and has attended Harrisburg Area
Community College to work on her
accounting degree. She resides in
Mechanicsburg with her husband and son.

In addition to the chairman and vice-
chairman, current Board members are:
· Victor A. Cicero, represents

Pennsylvania police officers
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The Pennsylvania Municipal Retirement
Board and its staff welcome the following
pension plans that recently joined PMRS:

• Armstrong County - North Buffalo
Township

• Beaver County - South Beaver
Township

• Beaver County - South Beaver Police
• Cambria County - Conemaugh

Township
• Cambria County - Lower Yoder

Township
• Cambria County - Portage Township
• Chester County - West Sadsbury

Township Police
• Columbia County - South Centre

Township Police
• Lebanon County - Union Township
• Mercer County - West Middlesex

Borough
• McKean County - Westmore Township
• Northampton County - Northampton

Borough Municipal Authority
• Perry County - Marysville Borough
• Perry County -Marysville Borough

Police
• Pike County - Milford Borough

Municipal Authority
• Snyder County - Jackson Township
• Snyder County - Perry Township
• Union County - Limestone Township
• Washington County - Centerville

Borough
• Washington County - Morris Township
• York County - Stewartstown Borough
• York County - Stewartstown Borough

Police

Congratulations to the following

municipalities and authorities that recently

improved their plan benefits:

PMRS

Questions?? Comments!!
Email us at ra-staff@state.pa.us

Office Hours: Monday through Friday 
7:45 A.M. - 4:15 P.M.

Notes & News is a quarterly publication of
the Pennsylvania Municipal Retirement
System (PMRS). It is printed in-house
through the Department of General
Services. The newsletter can be provided in
alternate format upon request. If you have
any questions or comments, please contact
the Pennsylvania Municipal Retirement
System toll-free in PA at 800-622-7968.

Fourth Quarter 2001 Comparative Performance

January 1, 2001 December 31, 2001 % Change

Total Fund Balance at Cost $       918,356,529 $        912,158,358 1.18%
Total Fund Balance at Market 1,061,024,791 9971,635,788 (5.97%)
Market-to-Cost Ratio 115.54% 107% (7.07%)
90-Day Treasury Bill Rate 5.73% 1.69% (70.51%)
Standard & Poor’s 500 Index 1,320 1,148 7.15%
Russell 2,000 Return 1,812 1,941 (11.51%)
Lehman Aggregate Bond Index 831 909 9.46%
Dow Jones Industrial Average 10,787 10,022 (7.10%)

01-01-01 to 12-31-01 01-01-00 to 12-31-00

Revenue (Cash Basis)

1. Contributions $       35,254,202 $       33,052,175
2. Net Investment Related

Income (Dividends,
Realized Gains, Losses, Interest) 17,379,357 85,209,436

3. Value at Cost of
Investments Sold 869,035,994 791,167,267

Expenses (Cash Basis)

1. Retirement & Disability Allowance 26,847,378 22,744,270
2. Refunds to Members & Municipalities 13,301,733 9,999,098
3. Investments Purchased,

Accrued Interest Purchased 880,074,230 863,862,209
4. Investment Management Expenses 2,472,768 2,752,541
5. Administrative Expenses 2,433,407 2,137,701

PMRS Financial Summary

• Allegheny County - Carnegie Borough

• Bucks County - Lower Bucks County

Joint Municipal Authority (Supervisory)

• Bucks County - Lower Bucks County

Joint Municipal Authority (Non-

Supervisory)

• Bucks County - Solebury Township

• Beaver County - Rochester Borough

• Bucks County - West Rockhill Township

• Butler County - Butler Township

• Carbon County - Coalsdale-Lansford

Summit Hill Sewer Authority

• Chester County - Birmingham

Township

• Chester County - Westtown Township

• Crawford County - Oil Creek Township

• Cumberland County - West Pennsboro

Township

• Elk County - St. Marys Area Water

Authority

• Luzerne County - Rice Township

• Northampton County - City of

Bethlehem

• Northampton County - East Allen

Township

• Northampton County - Pep Argyl

Borough

• Snyder County - Center Township

• Venango County - Cherrytree Township

• Washington County - California

Borough Police

• Westmoreland County - New

Kensington Sanitary Authority

• Westmoreland County - Western

Westmoreland Municipal Authority

2000 - 2001 Comparative Cash Statements

P a g e  1 P a g e  2 P a g e  3 P a g e  54



Pennsylvania Municipal Retirement System Calendar
Spring 2002

To help you plan your work schedule for the spring and summer of 2002, the calendar below lists
state aid funding requirement due dates, dates when monies and reports are due at PMRS,
approximate dates of major PMRS mailings, and PMRS meetings of general interest

April 1 to May 30 - Individual member statements mailed from PMRS to each employee's home
address

May 30, June 27 and July 30 - Retirement checks mailed from PMRS (next to last business day of
the month)

May 23 - Pennsylvania Municipal Retirement Board meeting

June 24 to June 28 - Second quarter reports mailed to member municipalities

July 18 - Pennsylvania Municipal Retirement Board meeting

Mid to Late July - Approximate date members within five years of eligibility will receive
Pre-retirement Seminar announcement

Plan Ahead!

Pre-Retirement Seminars - The PMRS annual pre-retirement seminars will be offered in Fall 2002
in locations throughout Pennsylvania. The targeted audience will be individuals within five years of
retirement and their spouses, municipal contact persons, and municipal officials. However, any plan
member is welcome to attend.  Brochures will be mailed in July and the Summer 2002 edition of
"Notes & News" will also publish an article about these seminars.

Pennsylvania Municipal Retirement System
P.O. Box 1165, Harrisburg, PA 17108-1165

Telephone: 717-787-2065; 800-622-7968 (in PA only)
V/TT: 717-787-2065; 800-622-7968 (in PA only)

Office Hours: Monday - Friday; 7:45 A.M. - 4:15 P.M.

Email: ra-staff@state.pa.us

Visit our PMRS web site: www.pmrs.state.pa.us
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