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Introduction

1977 Supplement to the 1977 Annual Report

This Supplement to the 1977 Annual Report is divided into two major
parts: a financial report and an actuarial report. The purpose of this supple-
ment is to supply the interested member with detailed investment, financial,
and actuarial information used by the Retirement Board in managing the
Public Employees’ Retirement Association.

In the financial report, the June 30, 1977, audited financial reports are
presented with accompanying auditor's statement and notes. This section
also deals with the growth and composition of the asset structure of the
fund. Investments of the portfolio are listed as of June 30, 1977.

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

The Public Employees’ Retirement Association has four funds—the
State Division, School Division, Municipal Division, and Judges Division.
Much of the data in this booklet is consolidated for all four divisions although
each fund is separated from the others and is only used to pay claims against
that division. Actuarial facts for active members of the Association are listed
as of December 31, 1976. Data on retired lives is listed as of June 30, 1977.

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

Explanatory materials including several graphs appear throughout to
help explain the program. This is the fourth year that this Annual Statistical

Supplement has been published. We hope that this year's report will also
be of interest to you and will be helpful in understanding and evaluating
the program.

January, 1978 Public Employees’ Retirement

Board of Colorado

1300 Logan
Denver, Colorado 80203

How the Plan Operates

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

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

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

THE RETIREMENT ACT: The law governing the Public Employees’



Retirement Association of Colorado is Article 51 of Title 24, Colorado
Revised Statutes, 1973, as amended. The last amendatory legislation was
enactedin 1977.

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

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

Five representatives elected by members from the School Division.
Four representatives elected by members from the State Division.
Two representatives elected by members from the Municipal Division.
One representative elected by those retired under PERA.

The State Treasurer and State Auditor.

The members of the Association elect employee group representatives
to the Board for four-year terms by mail ballot.

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

The Board also appoints an actuary who makes annual actuarial valua-
tions to determine the adequacy of the funding of retirement benefit
liabilities accrued under the retirement program. The PERA Board submits
an annual actuarial valuation report to the Legislative Audit Committee and
the Joint Budget Committee of the Colorado General Assembly.

A Medical Advisor is appointed by the Board to study and make recom-
mendations regarding applications for disability retirements. The Board also
appoints an advisory Investment Committee and Legislative Committee.

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

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

The law charges the PERA Board with responsibility of investing the

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

CONTRIBUTIONS BY MEMBERS: Members of the State, School, and
Municipal Divisions make deposits of 7% % of salary paid including pay for
overtime and additional duties but excluding reimbursement of expenses.
Deposits are posted to individual accounts for each employee. The accumu-
lated amount in each account will be used for the employee’s benefit if
he remains in service. If he leaves service, he may withdraw the amount of
his contributions without interest, or he may, if he has five or more years
of service, elect a deferred annuity providing a lifetime income at age 65 or
in some cases earlier. If he dies before retirement and no other death
benefits are payable, his beneficiary will receive his contributions.

CONTRIBUTIONS BY EMPLOYER: While members are saving for
retirement, the employer—State of Colorado, school district, municipality,
other political subdivision—will be making contributions on behalf of their
employees. Rates for PERA Divisions differ.

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

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

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

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

PUBLIC EMPLOYEES’ RETIREMENT ASSOCIATION
Information Services Division
1300 Logan
Denver, Colorado 80203



Summary of PERA Benefits

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

Final Average Salary (FAS) is a frequently used term describing
PERA benefits. It means the average of the highest five consecutive
years of earnings within the period of service being considered, usually,
but not necessarily the last five years.

If You Resign

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

If You Die

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

money you have deposited with PERA.

If You Are Permanently Disabled

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

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

If You Retire

You can retire as early as age 55 provided you have at least 20 years
of PERA service credit at that age, or at age 60 with as few as five years of
PERA service credit.

Regular retirement without reductions are at age 55 with at least 30
years service, age 60 with at least 20 years service, and age 65 with at
least five years service.

The formula used to compute your retirement benefits is:

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

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

Maximum-70%

This formula is reduced in certain cases of early retirement.

T



PEAT, MARWICK, MITCHELL & CoO.

CERTIFIED PUBLIC ACCOUNTANTS
1600 BROADWAY
DENVER, COLORADO 80202

The Retirement Board
Public Employees’ Retirement
Association of Colorado:

We have examined the combining balance sheet of the Public Employees’ Retirement
Association of Colorado (consisting of State Employees’, School Employees’,
Municipal Employees’, and Judges’ Divisions and the Common Operating Fund) as

of June 30, 1977 and the related combining statements of revenue and administra-
tive expense and changes in reserve accounts for the year then ended. Our
examination was made in accordance with generally accepted auditing standards,
and accordingly included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned combining financial statements present fairly

the individual financial positions of the Public Employees’ Retirement Association
of Colorado (consisting of State Employees’, School Employees’, Municipal Employees’,
and Judges’ Divisions and the Common Operating Fund) at June 30, 1977 and their
individual transactions for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent with that of the
preceding year.

We have reported separately under date of September 23, 1977 on the financial
statements of each of the divisions and the Common Operating Fund for the years
ended June 30, 1977 and 1976. The columns on the accompanying financial state-
ments captioned "Combined total - Memorandum only" are not necessary for a fair
presentation of the financial statements, but are presented as additional

analytical data.

September 23, 1977




Combining Balance Sheet

June 30, 1977
with comparative combined totals for 1976

Combined total
Assets Municipal School State Common (Memorandum only)
Employees’ Employees’ Judges’ Employees’ Operating
Division Division Division Division Fund 1977 1976
Cash e s s s $ 199;850= v 755431 B N6 e 892:274= = 36:30 = 16078 s 2,269,906
Receivables:
Member and employer contributions .......... 73200 7,385,140 ....... 96,450 .. ... 702279 .... — ...... 15,236,416 ...... 12,826,822
Dividends and accrued interest on
investments. .......................... 91855135 10,420,177 ...... 155,138 ... .. 8:308I5 M errmmrs 2,620...... 19,804,965...... 17,056,220
Otherrrrr s oo s s e i 115048 =i 165,864.......... 409 184:563 - .5ns ——— i 361,884....... 1,922,795
156615591 = |75 015 Bl 251509 e 55015 876 = s 2,620...... 35,403,265 ... ... 31,805,837
Investments (note 3):
Temporary investments, atcost............ 1,196,414 ... ... 38,561,606 ...... 199:778=-2575675204 503,069...... 66,028,071 ...... 35,240,715
Corporate obligations,
atamortizedcost . ................... 33,342,897..... 382,584,474 ....5,327,826 ...305,119,097 .... — ..... 726,374,294 . . ... 694,146,933
Stocks, atcost................ . ... ..., 8,862,057..... 115,250,781 ....1,612,791 ....89,363,056 .... — ..... 215,088,685 ... .. 174,028,812
United States Government obligations,
atamortizedcost . .................... 6,519,542 ... ... 91,241,561 ...... 715,764 ....68,943,023 ..... 590,075..... 168,009,965...... 82,460,216
First mortgages, at amortized cost.......... 7015130 101,518,689 ....1,209,194 ....74,420,323 .... — ..... 184,163,336 . ... 152,043,613
Total investments before unamortized
yield adjustment .................. 56,936,040.. ... 729,157,111 ....9,065,353 ...563,412,703 ...1,093,144 ... 1,359,664,351 ...1,137,920,289
Unamortized yield adjustment . ............ 1,247,453 .. ... .. 8,496,104 ...... 210,183 R A e 16,127,807 ...... 14,514,610
58,183,493..... 737,653,215 ....9,275,486 ...569,586,820 ...1,093,144 ...1,375,792,158 ...1,152,434,899
Property and equipment, at cost:
e e e o e e e e T RER T - . s AT 180,000......... 180,000......... 180,000
I e T e e T e e - ... — .. —  ...3,414797....... 3,414,797 ........ =
Equipment and fixtures ................... e —— ——— et 3225326 .- 322828, . i 157,248
Constructioninprogress .................. — s — i — .. — T T e el e e AT 2,504,359
— - ... — e — 3, 91751237 < . 3917123 ....... 2,841,607
Less accumulated depreciation ............. e T e e — . 141,749, ........ 141,749.......... 95,552
Net property and equipment. . ............ e T - ... e — 1374 ... ... 3,775,374 . ... ... 2,746,055
Totalrealassets. .................... 60,044,934 . . ... 756,379,827 ....9,603,799 ...585,794,970 ...4,907,445 ...1,416,730,975 ...1,189,256,697
Estimated obligation of employers for
prior:service(contra) s e s 27,561,064 . .... 419,978,130 ....2,191,047 ...366,380,252 .... — ..... 816,110,493 ..... 671,556,652
$ 87,605,998 ...1,176,357,957 ...11,794,846 ...952,175,222 ...4,907,445 ...2,232,841,468 ...1,860,813,349
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Combined total

Liabilities and Reserves Municipal School State Common (Memorandum only)
Employees’ Employees’ Judges’ Employees’ Operating
~ Division Division Division Division Fund 1977 1976
Refunds and other liabilities payable . . . .. $ 1 3n il 839205 15538 e 898,928 ... .. 32677 hb e 2,201,944 . ... ... 2,718,876
Reserve accounts:
Contributions:
Members’ deposits .................. 17,528,915... .. 206,938,157 ....2,204,101 ...172,226,332 .... — ..... 398,897,505 ... .. 345,112,857
Employers’:
Accumulation = e e 21113;967 = 296,334,721 ....3,470,522 .. . 131,963,456 .... — ..... 452,882,666 . . ... 354,782,127
Actuarial requirements (contra) ... .... 27,561,064 ... .. 419,978,130 ....2,191,047 ... 366,380,252 .... — ..... 816,110,493..... 671,556,652
66,203,946 .. ... 923,251,008 ....7,865,670 ...670,570,040 .... — ...1,667,890,664 ...1,371,451,636
Annuity:
Annuitants’ retirement. ............... 19;312:572 = 238,698,012 ....3,223,411 ...262,499,256 .... — ..... 523733 20 451,561,167
Survivors' benefit ......... ... ... . .. 1,525,004 ....... 7226732 = 6337802 = 2. 327 43 s 215113034 = 19,396,501
Deferred annuitants’ .................... 273;528~ .. 5,863,578 ....... 70:365 = 4072 655 1511807 26 9,918,347
Deferred survivors’ benefit ............... 1553 e 479,422 ... .. — .. 9060 e 155415160 1,456,449
215:266:535" 252,267,744 ....3,927,638 ...280,706,254 .... — ..... 558168 7 482,332,464
Insurance dividend reserve (note4).......... — ... ——— e — ... — 40803689 4,580,689....... 4,310,373
Total reserve accounts. ............. 87,470,481 ...1,175,518,752 ...11,793,308 ...951,276,294 ...4,580,689 ...2,230,639,524 ...1,858,094,473
Commitments (note 5)

$ 87,605,998 ...1,176,357,957 ... 11,794,846 ...952,175,222 ...4,907,445 ...2,232,841,468 ...1,860,813,349

See accompanying notes to combining
financial statements.



Combining Statement of Revenue and Administrative Expenses

Year ended June 30, 1977
with comparative combined totals for 1976

10

Municipal School State Common Combined total
Employees’ Employees’ Judges’ Employees’ Operating (Memorandum only)
Division Division Division Division Fund 1977 1976
Revenue: {
Interest income: ;
Corporate obligations . . ............... $.2:515 16 29,282,485 ... ... 401,966 ....23,415177 .... — ...... 55,614,793 ...... 50,599,625 .1_
United States Government
tbligatioNS e e 338411 o 4,746,077 ....... 53,299 .= 3:603:515 = A0 el oot 8,753,084 ....... 3,816,832
Firstmortgages .. ...................... 449,801 ....... 5,996,111 ....... 75,084 ... .. 4461773 .... — ...... 10,982,769 ....... 7,591,920 4
Temporary investments . .................. 82:240—= 1,384,086 ....... 1074 = 1,093,621 ...... 24905....... 2,595,893 ....... 1,892,333
Dividendincome ......................... 276,781....... 3,747642 ....... 52,882 ..... 2905091 .... — ....... 6,982,396....... 5,586,298
Gain on sale of investments, net.............. 111,958....... 1,532,007 ....... 29,265 ..... 1,401,310 .... — ....... 3,074,540 . ....... 779,061
Amortization of premiums and discounts [
oninvestments, net..................... 153,994 .. ..... 18183085 3171 1206546 ——=—— s 2963 97 s 2,509,338 ‘
Membershipfees........................... 4840.......... SN b e R ——=—rriis 1088 = 78,285 i
Income allocated to insurance ‘
dividend reserve (note 2) . ............... = e — . — e (129,311) ... .. 129.311 s e — — }
OtherEne ST rr e e e e e 8,392......... RH I e i 72,699 ...... 21,923......... 2763929 = s 251,649
3,941,582...... AR 2172205 654 511237919729 18792 90,920,964 . ..... 73,105,341
Less amortization of yield adjustment .......... 97,297......... 466,355 ....... A7 25 383589 .... — ......... 964:323 o 955,665
3,844,285 .. ... 47,750,866 . ... .. 637,399 ....37,536,170 ..... 187,921...... 89,956,641 ...... 72,149,676 1
Administrative expenses: [
PETSONNB e e s — e —- . — = 925.817......... 925.817......... 833,760 .
Professional ServiCes . . . .................. e e —_— ——— 184,647......... 184,647......... 166,576 8
Building and equipment. ... ............... — e wrTE ———a s - .. 167,763......... 167,763......... 168,132 '
Supplies S e —_— . — — . — . 122,751, ........ 122:75%. . v 117,391
Depreciation. . .............ccvvvviiinnenn e T - . — e — .. 885123 e 08128 e 19,814
O B e e = - ooy e ———wrrh T =T 87,283.......... 87.:283. s s 64,335
Allocations to divisions. . . ................... 83:645 s 8815318 4319 e, 652,803 ..(1,622,145) ........ e —
83,6457 s 881,318 ........ 4379 ....... 652,803..... (75,761) . ...... 1,546,384 ....... 1,370,008
Excess of revenue over expenses
distributed to reserve accounts . . . . ... $ 3,760,640...... 46,869,548 . .. ... 633,020 ....36,883,367..... 263,682...... 88,410,257...... 70,779,668

See accompanying notes to combining
financial statements.
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Combining Statement of Changes in Reserve Accounts

Year ended June 30, 1977
with comparative combined totals for 1976

Municipal School State Common Combined total
Employees’ Employees’ Judges’ Employees’ Operating (Memorandum only)
Division Division Division Division Fund 1977 1976
Contributions: .
Members.................ounn.. $ 4,153,269 .. .... 41,195,858 ...... 419,818 ....:36,070,894 .. — e 81,839,839...... 72,964,699
EmploYersSr e e T T o 5,267,088...... 63,890,857 ...... 708,850 ....49,287,090 .... — ..... 119,153,885 ... .. 104,014,229
9,420,357~ 105,086,715 ....1,128,668 ....85,357,984 .... — ..... 200,993,724 .. ... 176,978,928
Excess of revenue over expenses. ............ 3,760,640...... 46,869,548 . ..... 633,020 ....36,883,367 ..... 263602 = 88,410,257 ...... 70,779,668
Cost of living adjustments appropriated by
the Colorado State Legislature . ............... 83113 1,058,181+ s - .. 1:674:615% vn — —  ciieens 2,815,909....... 1,737,610
Transfers for split annuities:
From School Employees’ Division to
State Employees’ Division ............... — .. (600,558) ..... —_ e 600,558 — e — —
From Municipal Employees’ Division to
State Employees’ Division ............... P s — e e — 115713 == —_— e T —
From State Employees’ Division to
School Employees’ Division . ............. — 5,966 ..... = e (5,966) — . — .. —
From School Employees’ Division to
Municipal Employees’ Division. .............. AT (7,404) ..... — e — —_ e —
Refunds due to withdrawal of
participatingmembers.................... (880,148)...... (7,596,087)...... (16;220) .=+ (T A0 —me — = o (15,623,166). . . .. (13,167,865)
Benefits paid to annuitants. . ............... (1,815,413)..... (22,192,120). ... (341,068) ...(24,263,547) .... — ..... (48,612,148). .. .. (41,442 ,452)
Increase in estimated obligation of
employers for prior service, adjusted
to actuaries' certificate .................. 2,850,113 95,097,248 ....1,044,342 ....45562,138 .... — ..... 144,553,841 ... ... 89,046,985
Insurance dividends received, net............. — e T T AT 2015886 288 = 533,935
Paid-up life insurance purchased. . ............ —— o P = —— 72005002 T (285;262) == (198,959)
Net increase for the year 13,310,293..... 217,721,489 ....2,448,742 ...138,794,211 ..... 270,316 .... 372,545,051 ... .. 284,267,850
Balance, beginning of year:
As previously reported . .. ............... 74,160,188 ... .. 957,797,263 ....9,344,566 ...816,792,456 .... — ...1,858,094,473 ...1,573,826,623
Adjustment(note2)...................... e — ... ——0,.(4,310,373) . .~. 4,310,373 i R —
ASTestAltle e o 74,160,188 .. ... 957,797,263 ....9,344,566 ...812,482,083 ...4,310,373 ...1,858,094,473 ...1,573,826,623
Balance,endofyear ................. $ 87,470,481 ...1,175,518,752 ...11,793,308 ...951,276,294 ...4,580,689 ...2,230,639,524 ...1,858,094,473

See accompanying notes to
financial statements.
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Notes to Combining Financial Statements

(1) Summary of Significant Accounting Policies

Valuation of Reserve Accounts

Basis of Combining Financial Statements

The accompanying combining financial statements include the accounts
of the State, School, Municipal Employees’, and Judges’' Divi-
sions, and the Common Operating Fund. Each of their accounts
are separately maintained and all actuarial determinations are
made on the basis of each division’s separate actuarial infor-
mation.

Employer Contributions

The effective statutory employer contribution rates ranged from 9.86%
to 12.10% of active member payroll. The Association’s actuary
uses the “entry age normal” (“attained age normal” for Judges’
Division) actuarial method to determine annuity liabilities and
normal costs. As of December 31, 1976, after considering cur-
rent cost contributions, the actuarially computed number of years
necessary to accumulate assets to fund the actuarial liability for
prior service ranged from 29 to 50 years. Such computations ex-
clude the undistributed net income earned by the divisions for
the period July 1 to December 31 of each year. The December
31, 1975 actuarial computation excludes December contribution
not received until January, 1976.

The aggregate unfunded actuarial liability of $816,110,493, com-
puted as of December 31, 1976, is presented in the balance
sheet as “estimated obligation of employers for prior service”
and as an employer reserve titled “actuarial requirements.”

Members’ Deposits

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

Annuity and Deferred Annuity

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

Investments

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

June 30,1977

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

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

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

Unamortized yield adjustment on bond exchanges reflects the deferral
of losses when bonds are exchanged for similar bonds to
achieve a higher yield. These losses are amortized to the re-
spective earliest maturity date of the new bond acquired or the
old bond exchanged. Losses of $2,577,518 and $26,646 on
bond exchanges were deferred during the years ended June 30,
1977 and 1976, respectively.

Property and Equipment

Property and equipment are stated at cost. Depreciation is provided
using the straight-line method in order to apportion the cost of
the depreciable assets over the various useful lives of from 3 to
50 years.

Administrative Activities

The Common Operating Fund accounts for all administrative activi-
ties which are common to the divisions (see note 2). Operating
assets and liabilities, which are held for the benefit of all divisions,
are recorded in the Fund. The expenses incurred by the Asso-
ciation are allocated to the various divisions on the basis of the
relationship of the number of members in the division to the total
membership in the Association.

The Retirement Board has established a policy that the Fund will
receive net revenues from its own investments and allocations of
revenue from the divisions in an amount equal to 6% of the
average annual balance in the insurance dividend reserve.

TR




(2) Reorganization of Administrative Activities

The Common Operating Fund was established, effective July 1, 1976,
by a transfer from the State Employees’ Division of all assets,

liabilities, and the insurance dividend reserve which were held
for the common benefit of all divisions. This Division also pre-
viously accounted for the administrative activities of all divisions.

For comparative purposes, the June 30, 1976 balances in the accompanying combining statement of changes in reserve accounts have been restated as
if the transfer was effected at that date.

The portion of the revenues attributable to the insurance dividend reserve, prior to the actual date of transfer, has been recorded as an allocation from the
State Division to the Common Operating Fund in the accompanying combining statement of revenue and administrative expenses.

(3) Investments

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

Temporary investments, at cost:

Facevalue.......................
Lessdiscount .....................

Corporate obligations, at amortized cost:

Par value

Stocks, atcost. . ....................

United States Government obligations,
at amortized cost:

Parvalue........................
Lessdiscount, net. .................

First Mortgages, at amortized cost:

L Lot R | e ————

—— — 1977
Combined 1976 Combined
Municipal School State Common {Memorandum only) (Memorandum only)
Employees’ Employees’ Judges’ Employees’ Operating Market Market
Division Division Division Division Fund Total Value Total Value
$ 1,200,000 . .38,680,000...200,000. 25,650,000..505,000..66,235,000 .. 35,330,000
........ 3,586.....118,394 ......222. ....82,796....1,931.....206,929 ......89,285
$ 1,196,414 ..38,561,606...199,778 . 25,567,204..503,069 . . 66,028,071 ..66,028,071 ..35,240,715 . .35,240,715
$35,395,753 . 397,332,962 . 5,647,151 316,663,198. —  .755,039,064 . 724,150,785
..... 2,052,856 ..14,748,488...319,325. 11,544,101. — ..28,664,770 ...30,003,852
$33,342,897 . 382,584,474 . 5,327,826 305,119,097. —  .726,374,294.709,401,301 694,146,933 633,003,523
$ 8,862,057 .115,250,781 .1,612,791 . B89,363,056. — .215,088,685.221,316,106 . 174,028,812 .194,639,308
$ 6,527,948 ..91,524,382 ..715,915. 69,053,814..600,000 . 168,422,059 ..82,701,855
........ 8,406.....282,821 ......151. ...110,791....9,925.....412,094 .....241,639
$ 6,519,542 ..91,241,561...715,764 . 68,943,023..590,075.168,009,965 .165,642,253 . .82,460,216..75,316,395
$ 7,203,881 .104,390,182 . 1,256,903 . 76,805,947. — .189,656,913 .158,191,785
...... 188,751 ...2,871,493....47,709. .2,385624. — ...5,493,577 ...6,148,172
$ 7,015,130.101,518,689.1,209,194 . 74,420,323. — .184,163,336.169,468,080 . 152,043,613 . 141,844,341
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(4) Insurance Dividend Reserve

The insurance dividend reserve is a result of dividends paid by the
insurance company as a return of the excess premiums paid by
participating members. The reserve is used to purchase paid-up
life insurance for eligible members when they retire and additional
paid-up insurance for active insured members.

(5) Commitments

At June 30, 1977 the various divisions were committed to purchase
investments at an aggregate cost of $30,395,000.

PERA Investment Policy

Goal

The fund is long-term in nature and the selection of investments is
provide present and future retirement or survivor benefits for its members.
In keeping with that function, the preservation of capital is of paramount
importance. Every effort will be made to manage the portfolio so that
benefits can be paid from regular income and not from contributions or
anticipated appreciation of investments. A substantial improvement in the
funds’ rate of return over a reasonable period of time should allow con-
sideration of reduction of unfunded accrued liabilities, improved benefits, or
reduced contributions, maintaining a level contribution fund.

Policy

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

Investment decisions shall be made within the framework of the goal
established for the rate of return, limits of acceptable risk and fund objec-
tives. At any point in time, certain types of investments have greater

relative attractiveness than others. To maximize the realized rate of return,
it is necessary to determine the relative values ascribed to differing types
of investments within a given investment environment.

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

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

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

Preference will be given to Colorado investments, all other things being
equal.

Investment in foreign securities shall not be considered. This will not
be construed to mean that securities of American companies doing business
in foreign countries will not be considered. However, the foregoing shall
not be meant to exclude securities of the International Bank for Reconstruc-
tion and Development (World Bank).

In making investment decisions the Association shall avail itself of the
highest caliber advice obtainable both internally and externally.

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

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

=



Investment Portfolio Distribution

(At Cost)
As of June 30,1977
CorporateBonds .............coiviiviinnnnn. 59.5%
CorporateStocks . .............covviiiinnen. 15.9
MOTYGAGES ... w55 w15 w05 518 10 40 0 50 S 0 @ s 30 v 0 80 13.4
U.S. Treas. Obligations . ....................... 6.4
ONBT < o v ci v w55 w55 5 0 i e 25 s 806 i 6 o0 6 4.8
Totalic oo ciiiinmm o i bomesimsss e s mss s swes 100.0%
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Portfolio Distribution
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Fixed Income Securities

Market Value
Par Value Cost June 30, 1977
Short term investments—Less than30days ..................... ... $ 65,730,000........ $§=65:525'0025=== $ 65,525,002
Corporate Obligations
Bonds
RUblic:UtilitieSE=T elephONe e mrrr e s e s e et 1015804000 s 91,785,083 ... ........ 79,994,207
Public Utilities—Electric & Gas . ..............ooiiiiiiiiinnnnn. 163,072,989 .......... 153,915,489 .......... 142,473,880
Public Utilities—Gas & Pipeline . . ............ ... i, 9:350:000 e 9:112:203= e 8,946,938
Industriali T e s e S e e 292,557,408 .......... 2805429;621=% v 290,748,567
TraANSPONAtONTr s s ir v v is e soivs o5 s oo e o T 76:119,083 75:6015089% 5 = 74,752,291
A e e e e e e S R e T R T, 5 5 5 0T 193,904,173 .......... 190,993,650 .......... 190,458,131
Total Corporate Obligations. . ......... ... ... . i, $=836781:71 23 ey $ 801,887,135........ $ 787,374,014
U.S. Treasury Obligations . . ....... ... i 85;800;000 = 851634:601= e 86,855,896
Other Debt Obligations
Mortgages, Contracts & Notes. . ........ ... ... ... coiiiiii.. 189,432,975 .......... 180,585,853 .......... 169,256,891
Total Fixed Income Securities. . ............ ... i, $1,177,774,098. . . ... .. $1,133,632,591........ $1,109,011,803
Convertible Securities
ConvertibleBonds . .......... ... ... iiiiiii $ 250,000........ $ 250,000........ $ 218,750
Common Stocks
Science and Technology Market Value
Shares Held Cost June 30, 1977
Business Equipment
Burroughs Corporation .. ... . ... i 93900 $=7:728:33 1= ... $ 5,857,013
International Business Machines Corporation . ............. ... ... ... ..... 40,000 s 9:656; 090 10,560,000
Xerox Corporation . .. ... 19,700 ............ 1,939,429.............. 960,375
Total Science and-TechnologY: v s a v s s nsmmsmer s v aen s s on e PR B TR e ¢ T $19,323.850 .......... $17,377,388
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Consumer Products & Services

Automotive

Ford Motor Company. . ..........c..iiieneniinnn,
General Motors Corporation. ................ccoiiiiiinn...

Broadcasting

Building and Building Products

Armstrong Cork COmpany . . ............ovveireeneennan...

Drugs, Cosmetics and Hospital Supplies

American Home Products Corporation.......................
Avon Products Incorporated ............. ... i,
Bristol-Myers Company. . ........... ...,
JONNSON- & JONNSON T s s s e & re hras s S T
Schering-Plough Corporation .................c.coooio...
Warner-LambertCompany . ................coiiiniiinn...

Food, Beverages and Tobacco

General Mills:Incorporated ... ..o i s e s sans v s
Heubleinincorporated. . ........... ... ... i
Philip Morris Incorporated. .. ............... .. ... ...,
Pillsbury Company . ..........co i
Ralston PurinaCompany . .......... ...
Reynolds (R. J.) Industries, Inc............................
Royal Crown ColaCompany. ...................cnnnn,

Photography

Eastman Kodak Company ................... ... ..oiii.n.

Restaurants & Lodging

McDonaldsiCorporation=rmmrrms rre i s i s

Retailing

Federated Department Stores, Inc. .. .......................
KiMart:Corporation==c v nros mrs vt s et e T 15
Penney (J. C.)Company . ...t

Market Value

Shares Held Cost June 30, 1977
............. 114500 ..........$ 5,757,427 ..........% 5,367,187
.............. B2000= e B.2050 2 o 5,088,750
$11,962,529 .......... $11,055,937

............. 155,000 ..........$ 6,321,926 ..........% 9,125,625
............. 122,600 ..........$ 3,484,185 ..........% 2,712,525
............. 214000 ..........$ 6,143,155 ..........% 6,152,500
.............. 92,700 ............5,473,359 ............4,681,350
.............. 310005 == 15078:344 = s ——150153250
.............. 46,600 ............ 4,114,215 ............3,291,125
............. 101,800 ............6,070,958 ............3,702,975
............. 158,000 o on . 6:102.00= 1 s oo 475225750
$28,977,042 .......... $23,365,950

............. 142,000 ..........$ 3,912,543 ..........% 4,189,000
............. 109800 = - = 4 180925 o o 2 M550
............. 1042500 .+ = 4 076;32 =17z -: D;825:875
............. 100:500—-. .= . —.3,645:465 . . . ... s .. 3,844,125
............. 267,300 ............3,469560............4,109,748
.............. 97.800= .. .......~5:935:281=............ 65157925
.............. 94,200 ............2,701,363 ............1,507,200
$28:458.625 ;v $28,709,413

............. 114,300 ..........$ 9,032,827 ..........9% 6,800,850
.............. 45400 ..........$ 2,017,600 ..........% 2,088,400
............. 100,600 .........% 4,266,371 ..........% 3,722,200
.............. 54900 ............2,011,341............1,564,650
.............. 82,300 ............4767,216 ............2,870,213
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Market Value

Shares Held Cost June 30, 1977
S e R S ) e s e e e T e T T S S T T T T T A5 e A2 i 2,639,000
$ 14,787,746 .......... $10,796,063
Total Consumer Products & ServiCeS ... .......ootiiiiriiiiii it ittt ittt e, $105,042,210 .......... $94,654,763
Financial Services
Banking & Credit
American Express Company . ...ttt 146,500 ......... $—=4,949,036 .= $ 5,933,250
Insurance
Aetna:L:iferand:Casualty:Company-mrmm e s s e 181,600 ......... $ 4,098,212, .. ..« .. $ 6,764,600
Farmers: GroUps: COr POl e e e 186:000 e 47069;626 " s 4,045,500
S ILAVEIBISIC Ol DOl S T T T e T e 815600 378025320 6,219,800
JotalEinanclal Services = rr e e e T e e T T T T T $ 16,919,194 .. ........ $22,963,150
Basic Industries
Aerospace
BOBINg CoMpaNy e e e e e T T T T 105000 $ 3.639,075.......... $ 4,051,250
Chemicals
Air Products and Chemicals, Incorporated. . . .............. ..ot 100:000=="nss $=27499-700F e, $ 2,425,000
DOWEHEMICAl L OMPANY e e e T e s T e L ST 109,000 ............ 1,883,308 ............ 3,719,625
Nalco Chemical Company . ......... ... it 97,200 ... ......... 2,321,362 . ........... 3,256,200
$ 6,704,370 .......... $ 9,400,825
Electrical Equipment
General EICtric COMPANY . . . ...ttt 108,300 ......... $ 58158% .......... $ 6,118,950
Machinery
Caterpillar Tractor Company .. ... .. 151500 e $ 7032806 .......... $ 8,749,125
0il & Gas
EXXON COTPOration. ... ...t 1212005 $ 5,003,027.......... $ 6,510,950
KerrzMcGeeiCorpuralitl s mrrererrrerree e s e e T 333800 s 1,899,899 ............ 2,194,250
Panhandle Eastern Pipeline Company ..................... .o iiiieiiinann.. 99,600 ............ 3,318,819 ............ 4,867,950
Ehillips:RetrolelmComBa = e e s e T 198,000 ............ 4,953,582 ............ 6,138,000
Standard Oil Company of Indiana. . .............. ... ... .....ccoiiiiino... 96,000 ............ 4,406,263 ............ 5,160,000
Standard Oit Company of Ohio. .......... ... . ... i i 74500 ............ 4,196,563 ............ 6,611,875
$-23,778,153 v $31,483,025



Market Value

Shares Held Cost June 30, 1977
0il Services
Halliburton:Company i s o i e s e R e e 115500 $=3:205 6 e $=571737125
Paper and Forest Products
Boise Cascade Corporation .. ............ ...ttt 81,300 .......... $ 2,099,801 ......... $ 2,276,400
Georgia-Pacific Corporation. . ....... ...t 1553202 4:930:/ 0 1 4,852,250
InternationaliPaper.Company s s e e e e 46;400- = s R R e 2,389,600
WeYBrNaeUSerCOMPaNY s e e e e T e B0 000 e s 5,678 040 5,343,750
Tl B AR NUSHIeS T e e e e e T e L e T e L e $:65,995,792-...... ... $ 79,838,300
Public Utilities
Electric & Gas
Florida Power & Light Company. ... ...... ... i nns 12,800 ......... S =—=454r 035 $ 347,200
Guif:-States Utilities Company v s e e e e s e e e e e 68;000 1,508,419.............. 926,500
Middle South Utilities Company. . . ........ ..t 12:000 e 29N W 198,000
Northern Indiana Public Service Company. ... ... vieee vt e rereennnsses 46:500 s e 152877824 e s 930,000
PUblic:Service:Company-0f Col0rad0 e rer e e e o s T v e 9200 e 242093 182,850
) S A T i st e e A A T AR T A AT e A e P T 46,000 e 151335248 e s s 908,500
Texas Utilities Company S e e e e e e e e e T T e e e A8 B0 53108392 e 1,001,900
$=6;236:043 === $ 4,494,950
Telephone
American Telephone & Telegraph Company. . .....................oovnn... 3300 S=155 %1504 $ 1,987,550
Total PublicUtilities T s s e e e e T T T T o e e $ 7,807,687 ......... $ 6,482,500
TOAl COMMON SIOCKS o oo e e e e e T e SR e s T R s $215,088,733 ......... $221,316,101
SU m mal'y Market Value
Cost June 30, 1977
Short T erm I VS IMeNS . . o s e s oo o oo Mt o o o e oremait e e eie o eLaiam e e puaier s ars $=65:5256:002 == $ 65,525,002
Eixed:Income:Securties mmmm o e e o e e T e e 130685107589 = === 1,043,486,801
Convertible Securities e i T T T T T e e T R P e e T 250,000 —v 218,750
COMMON SIOCKS e e e T T T T T T T e e T 215,088,733 .......... 221,316,101
Total Investment Portfolio. ... ... oot i, $1,348,971,324. ... .... $1,330,546,654
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Becker Performance Evaluation
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A. G. Becker & Company is the largest and a highly respected portfolio
evaluation service in the United States and has evaluated PERA fund’s
performance since 1969.

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

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

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

B. Total Fund Cumulative Annual Rate of Return. This exhibit shows
how the PERA fund performed over multi-year periods compared with other
funds of similar asset size. The boxes on the graph represent the range of
performance results earned by all funds in the group. The PERA fund is
highlighted by a diamond < . The longest time period, 1968-1977, is dis-
played at the left. At the right, the reader can see performance results for
last year only. The fund's return is tabulated under the graph, along with a
segmentation of the group’s results. Percent rank indicates what proportion
of the group outperformed the fund; a low percent indicates a relatively
higher return. With this exhibit, the reader can choose a time period of

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

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

D. Equities Cumulative Annual Rate of Return and

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

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

Definitions: Percent Rank refers to the percent of funds with assets
in excess of 50 million dollars evaluated by A. G. Becker which out-performed
PERA. The number of funds evaluated as of June 30, 1977, in this category
was about 750.

The total number of funds evaluated as of June 30, 1977, by Becker
was 3500.



MARKET VALUE OF

TOTAL FUND

$1.332.,270

P722€7255

IN THOUSANDS OF DOLLARS

EQUITIES

$221.316
16.6 %

FIXED INCOME

$1.109,230
83.3 %

EXHIBIT A

INVESTMENTS

AS OF JUNE 30, 1877

($000'S)

BONDS
$874.,230

65.6 %

CASH EQUIVALENTS

$65.525

4.9 %

CONVERTIBLES
$219

.0 %

PRIVATE PLACEMENTS

$169.257
12.7 7%

Becker|



TOTAL FUND: ANNUALIZED RATES OF RETURN
FOR PERIODS ENDING JUNE 30. 1977
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1968-77 1969-77 1970-77 1971-77 1972-77 1973-77 1974-77 1975-77 1976-177 1977

MAXIMUM 6.6 7.7 7.7 12.8 10.4 10.0 13.8 20.6 20.1 21.3
FIRST QUARTILE 4.1 3.6 4.1 7.6 3.8 2.1 4.4 10.4 9.1 6.8
MEDIAN 3.4 2.6 2.9 6.5 2.2 -0.1 1.9 7.7 5.7 2.3
THIRD QUARTILE 2.2 1.3 1.7 5.3 0.5 -1.9 -0.2 5.5 3.0 =24l o)
MINIMUM -2.0 -3.5 -3.1 0.8 -5.0 -8.8 -8.2 -3.8 -8.1 -12.5
YOUR FUND 5.9 7.2 8.9 7.5 6.5 6.9 11.0 10.9 10.4
PERCENT RANK 4 1 10 3 4 10 21 14 12

P72267255 EXHIBIT B Becker




TOTAL FUND: RATES OF RETURN
FOR YEARS ENDING JUNE 30

807
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1968 1969 1970 1971 1972 1973 1974 1975 1976 1977
MAXTMUM 25.3 10.9 2.2 69.7 34 .6 1S3 5ol 31.8 22.6 21.3
FIRST QURRTILE 11.9 1.1 -15.1 42 .0 18.7 -2.7 -10.0 15.6 11.1 6.8
MEDIAN 9.1 -1.0 -19.4 36.4 14.2 -6.8 -13.5 11.7 8.4 2.3
THIRD QUARTILE 7.0 -3.0 -23.4 31.2 10.5 -11.8 -16.8 8.4 5.4 -1.1
MINIMUM -4.2 -15.5 -38.9 el -6.8 -33.5 -29.7 -7.1 -6.9 -12.5
YOUR FUND -4.1 -4.0 17.8 12.5 S.1 -4.7 11.2 SIS 10.4
PERCENT RANK 83 2 97 61 2 7 55 23 12

ExHIBIT C [Ekg%gg;

P72267255



EQUITIES: ANNUALIZED RATES OF RETURN BONDS: ANNUALIZED RATES OF RETURN

FOR PERIDDS ENDING JUNE 30. 1977 FOR PERIODS ENDING JUNE 30. 1977
30% T 207 :
18 + L
20 1
B
! o
et 14 | e
LOA L& ] ] Led |-+
— o ° = 12 |- | L | T |
— = — =1 I =
0 |- — - Ld 10 -
- — 8 - -
-10 - d
6 | J
4 | i
-20 | ]
28k 4
-30 i} 1
1966-77 1969-77 1970-77 1871-77 1872-77 1973-77 1974-77 1975-77 1876-77 1977 1968-77 1969-77 1970-77 1971-77 1972-77 1973-77 1974-77 1975-77 1976-77 1877
MAX HUN 6.2 7.0 7.0 14.1 8.5 9.2 14.3 28.5 23.2 20.2 MAX IHUN 8.1 9.0 10.7 13.1 12.4 1.8 13.2 16.0 18.3 19.9
FIRST OURARTILE 3.4 2.3 2.7 7.1 2.1 -0.2 2.3 10.8 7.3 2.3 FIRST OURRTILE 7.1 7.9 8.8 10.3 8.0 B.! 8.5 1.9 12.5 13.8
MEDIAN 237 1.4 1.5 5.7 0.2 -2.7 -0.7 6.6 3.1 -2.5 MEDIAN 6.5 7.2 7.9 9.4 8.2 7.4 7.7 11.0 11.5 12.8
THIRD QUARTILE 1.1 -0.3 -0.1 4.3 -1.4 -4.9 -3.1 3.6 -0.3 -5.9 THIRD QUARTILE 5.7 5.9 7.0 8.5 7.4 5.5 6.7 10.0 10.4 11.6
MINIHUN -4.3 ~6.4 -5.1 -2.6 -9.9 -10.2 -15.8 -7.8 -9.8 -20.5 HMINIHUN 2.5 3.2 3.4 4.6 3.2 2.9 .4 4.4 4.1 5.8
YOUR FUND 4.5 5.1 8.5 4.4 2.5 3.6 8.6 3.6 -2.1 YOUR FUND 5.9 il 9.0 7.9 7.0 7.6 11.8 12.8 15.4
PERCENT RANK 3 2 1t 8 9 17 37 45 47 PERCENT RANK 5 74 63 61 62 53 28 20 8

Becker |
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Retirement Statistics

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

State School Municipal
20 or more years service at age 55 (Patrol, Wildlife) . . ....................... e cmaps sprmnan sos s wm s 0wy T « St By wPARE S
30 ormore years Service atage 55 . ... ... BB s s v psms s wmims 5w s o b« EEESRa 1 v e GRS R 1
20 ormore years serviceatageB0............. .. i 150, .o 203. . .. . o sEra e eE 20
5 or more years service atage 65 (Fractional). . ........... ... ... . ... .. 197, 169. . . .« cemisingio » o iR 21
General disability after 5 years of service . ......... ... . i 174, ... o 92, 12
Termination of service: Retained membership(Sec.9)...................... e 16, .
Survivor Benefits: Automatic . ............ ... e e b £ o O LR e Fe T NI PO B
Deferred (Age B0 OrAGeB5) .. ... .ot 100 ca5 o5 25 tmn pmvms smses ¢ U b B e s s e
20 or more years service atage 55 (reduced) . .. ....... .. .o BA. . e e e B 32 isiwe snrdias paies ma 9
5 or more years service atage 60 (reduced) . . .......... ...l 7. 0 S .
TOTAL RETIRED DURINGFISCALYEAR ... ...t T27. e 662 .. E s 63
Total number receiving retirement annuities 6/30/1976 .................. 6236........ ... 6036. ..., 516
Total number receiving retirement annuities during fiscalyear.............. 6963........ .. ... 6698........ ... .. 579
Co-beneficiaries continued upon the death of annuitant . . ................... e ok b o by ha 29, 2
Less: Retired members deceased during fiscalyear....................... 228 e i muws smims ns e n e 74 12
TOTAL NUMBER RECEIVING RETIREMENT ANNUITIES 6/30/1977.......... B798. . c.iv siaminimninie B990: « cmins smimimss sy 569
Average monthly rate 6/30/1977 . ....... ... i $ 255 ... $ R TR T $ 225
Total paid in annuities 7/1/1976 t0 6/30/1977 (12 months) ........ $21,601,634 ............. $20,460,230 .............. $1,569,350
Average monthly rate for annuitants retired duringyear............. $ 364 ... $ 339 ... $ 309
Survivor Benefits added to rolls during fiscalyear ......................... 49, . . 3. 6
Total Survivor Benefits 6/30/1977. .. ... ... i 405. .. ... 263. ... .. 70
Total paid in Survivor Benefits 7/1/1976 to 6/30/1977 (12 months) .. § 1,062,322 ............. $ 71435 .............. $ 165,769
Retirement annuities Deferred (Future atage 600r65)..................... 5107 TP, 808 cvims cmine cmimson om 39
Total future liability (annually) .. ............ . i $1,308,803............. $ 1,581,316 ..y cve e s $ 79,43
Survivor Benefits (FUture) .. ... 3B 2 N 4
Total future liability (annually) .. ............. ... . .. $ 54611 ............. $ 29211 ... ... . $ 6,880

25



Annuitant Rolls Increase

26

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

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

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

Number of retired Number of active Retired members as % of Total annuities
Year members on 6/30 members on 6/30 active members on 6/30 paid-yr. ending 6/30
T80 ..o st sunns cnsnses susns s T N TOR Ty 1] P 29 smrmn smama s SR EE AR $ 72,588
1945 ... ... 17 LT R o [ 137,442
1950 .. ... ... 280. . ... 11,853, .. 2.4 i 237,866
1955 ... ... T47 . 21185, ... S 745,679
1960............ ..., 1,775, 33,068. ... ... 7% 2,055,139
1965. . ... ... 3,631, ... 49701, ... TeB s cmsms swsus auswnmssn 5,486,225
1970. .. ... 6,308.. ... ... B9 BBB. sns s smars shiws anEns aw T 12,366,658
TOTD s i e s kie sunimn o m e el n i 11,680, . cis srms ah e 56 gme i st BT B S e b i e s L U 32,242,456
1976. . ... .. 12,788, . 87.605..... ... .. ... 146 ... 37,837,649
1977, 13,917 89.604.. ... ... ... 155 43,631,214
Membership Statistics
CONSOLIDATED STATE SCHooL MUNICIPAL
TOTALS DIVISION DIVISION DIVISION
TOTAL MEMBERSHIP MAY 31,1977.......... 104,656 .......... 42,658 .. .ivvinsn B6,505 . .oivivnnns 5,493
Active Members .............. ... 89,997 .......... 35,485 .......... 49,687 ........... 4,855
Annuitants and Survivor Benefit Members. . ... ... 14659 ........... 7,203 ... ....... 6,818............. 638
New Members Accepted
June1,1976toMay31,1977.................. 16,080 ........... 6,755 ........... 8359............. 966
Less: MembersDeceased . ........................ (F2) s smums smwama (35)s: sovms amums s (B)is cnsmsansesan (0)
Members Accounts Withdrawn. ............ (11:628) 55 sscms ans (4944).......... (5,964)............ (720)
TotalWithdrawals. . ..................... (11,700) . ......... (4979) .......... (6,001)............ (720)
NET GAININ MEMBERSHIP. .........cvvvvvnnn. 4,380 ........... 1,776 ........... 2,358 ............. 246




NUMBERS OF ACTIVE MEMBERS BY DIVISION

(Further Distribution According to Sex)

12-31-76

State Division

. WOMEN MEN

School Division

WOMEN

38 %o

MEN

Municipal Division

WOMEN MEN

WOMEN MEN
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State Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service—12-31-76

Active members included in the STATE DIVISION valuation totaled 34,070, involving monthly salaries totaling
$38,564,720 ($462,776,640 annually).

Attained
Age Number with Indicated Years of Credited Service Monthly
Groups 0-4 5-9 10-14 15-19 20-24 25-29 30&Up Totals Salaries
Under20 ......... e ey == 157 .§ 78,973
20-24 .......... 2,503 ......... e e A e o e T AR s T W o e 2,542 ...1,718,813
2529 .......... A e 671 ..o T T T SR e e A T e e T A TR 5,473 ...4,910,728
R e e 3,434....... 1,400 ........ 36 e e e e L e 5,213 ...5,783,771
35-39 e 1395 = 1mel 2 668 148 e e e e s 4,070 ...5,042,151
40-44 .. ........ 15500 989 ........ 667 ........ 286 i 93 e TR 3,537 ...4,484,233
459 e 15288 e 1030 . 02= = 383 ........ 258 e 68 .......... s 3,731 4,781 721
i e 15 0B e 988 ........ 744 .. ...... 424 e 278 19 26t o 3,715 ...4,768,067
BD:00 P (i e BT Y [{s ot - 442 . ....... e WL ean s e 82 e 3,354 ...4,243,255
B S e e e i B2 e D oo 526..... 641,985
bl ey 1 e 108 e 1035 e R S T e e re 65 7 ias 463 .. ... 561,036
B2t v mrrs B8 Bl 4= Bl o 16 e | B 386 469,611
B3 e B 102 101 = s B3 18 A e 10— . .. 35T 431,530
Bl e 29 T . = e B T N {1 B s 282 333,880
i SrarerasrerREs 2 e e A2 e s | e e N 191 ..... 230,073
B 5 S i e i3] e S —— T T R L R i T 33...... 38,999
T T O T T T ToTrs s Rt TR e AR R AR A S T A e 15,592
68 e e A — 2 e T T e T T T R S s 12,500
69 o i R B s e Bewiwiss 8,013
70&over........... e s P I s P e e G Tamissos 9,789
Totals ....... 17,785....... 7,879....... 4434....... 2,089....... 1,140 ........ ]| et 193 34,070 . 338,564,720

The median attained age for State Division members was 39.5 years, and the median service was 4.8 years. This assumes
even distribution throughout the median interval.



School Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service—12-31-76

Active members included in the SCHOOL DIVISION valuation totaled 47,416, involving monthly salaries totaling

$43,291,176 ($519,494,112 annually).

Attained Number with Indicated Years of Credited Service
Age Monthly
Groups 0-4 5-9 10-14 15-19 20-24 25-29. 30&Up Totals Salaries
Under20 ......... N o e T e T T e e O e e At 126 .$ 51,908
20-24 .......... 2T S O s T e e T T e 2,767 ...1,776,399
25-29 . ..., 75657 R8s T T T ELI A B MR S A T A A T B e R Rt BTAT 152275533
30-34 .......... 4.877....... 2:688 e e T e e 7.971...7,479,348
3539 .......... 3,409....... 157166 e 15283 2 e e e R s ST e 6,693 . ..6,409,640
40-44 .. ... ... .. 2.647....... 15908 e 991 ........ B8 T B 6,045 ...5,873,611
45549 e 813 e 154295 e 889 ........ Bl 349 ......... N e s 5,193 ...5,077,013
50:54 e Irl 8l g8z mrm Bl H43c=rrarn: 402 e ) S e 13 4,120 ...4,029,637
55-69............ Bl IR ey Y e TS e 380 Rl e e 20— 3,334 ...3,119,898
i o 124~ s 96 ......... s 09 B et T 496. . ... 458,399
Bl iararom 0 102 ........ 1 e M B i = 482 447,089
e T T ITLTE B I 84 ......... B0 A s e e 434 401,997
R Y e e b 89— A e 205 e b 36155 343,399
B T T A o e | e ) s sirres D D ———— |1 T /s 300 291,176
B e s by e s o [N e o T s o e 207..... 207,157
BB e e A e N ot s T 44 .. ... 30,587
Bl e e 8.......... O 4 e e e T R TS Yt 24,778
B8 T 5 e e e 4 i e 19T 12,235
(] P e s e D R e T e T [ e 6,685
TO&OVer s e | i ——— e e 13 e R TR T e L AP R A O rmamr 22,687
Totals ....... 25,753...... 107355 5:545. . 3330 1,518 ......... 444 ... ... ... 86...... 47,146 . $43,291,176

The median attained age for School Division members was 38.1 years and the median service was 4.6 years. This assumes
even distribution through the median interval.
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Municipal Division

30

Active Members in Valuation
By Attained Age Groups & Years of Credited Service—12-31-76

Active members included in the Municipal Division valuation totaled 4,613, involving monthly salaries totaling
$4,470,775 ($53,649,300 annually).

An:'g":d Number with Indicated Years of Credited Service Monthly

Groups 0-4 5-9 10-14 15-19 20-24 25-29 30&Up Totals Salaries
Under20=asars BT T R T T e e e e e T 33 § 16,982
20:28 s e 488 ......... T e T e T AT T AT T T e LT i 500 v vs 363,455
25-29............ 740 ........ B e e o e B T e T T e e T 892 ..... 798,572
30-34............ 491 ... .. 184 .o 60 .......... P T e A — 759,803
35-39............ P R e 82 ......... P e e T e e 488 ... .. 517,699
40-44 .. .......... 228 ........ 46y T8 e I8 e Py ey £ 0 473 ... .. 492,656
45-49 ... ......... o 148 e 0 e 29 ......... 26 ......... | (et 442 .. ... 448,877
5054 e 143~ v e 129 ......... A s K A e | e Y 391 ..... 399,972
S e e B IO : 42 == 40 ......... 14 e 1 383 ..... 398,380
[ e W rreraesse | S e s e Bemr e, et i Er—— 47,538
ik e Wy P e - s Sy e e Y 51,620
B e O B ) —— 4 ... .. R T EaT AT ST 34 ...... 34,858
B3 i T Qi e T S B e T, e s 46 ...... 48,426
BArrr: e e B e e V0= oy T e S T g 42 . ..... 42,786
R I T IR T o T e s S 2 A wrnvvrins Vosv i e TeE B 32,542
I T R O R S e e T e s T 6,529
e s e | e R e S 1,757
68, T o e e STy EPT S L P peererere e o oy P T Sy 2,526
B9 s T T T T e e e s e e T e e T 3,218
70&over........... )| A Ty P T T R S T T e T T T T e T B 2,579

Totals ........ 2,10....... 1,055 ........ 463 ........ 180 ........ 136 ......... 83 i 16 e 4,613 ..%$4,470,775

The median attained age for Municipal Division members was 36.5 years, and the median service was 4.3 years. This assumes
even distribution throughout the median interval.



Judges Division

Active Members in Valuation
By Attained Age Groups & Years of Credited Service—12-31-76

Active members included in the JUDGES DIVISION valuation totaled 220, involving monthly salaries totaling $536,309

($6,435,708 annually).

Attained
Age Number with Indicated Years of Credited Service

Groups 0-4 5-9 10-14 15-19 20-24 25-29 30&Up Totals
25:29 i e B o e e e e R T e A T TR e S T e 3
30-34. ... oS B i s e e AT e A N W A R e R e 7
35-39 o ) i eremrprar T s T e e e e R e A R A R TR 22
40-44 . ............ ] B o e e R T e e 24
45-49 .. ........... e S AT T T R e T A e e s e e A T T e D e iy 23
50-54............. 13 r e s I e 14 T T T T T T T 40
5589 St e 185 e T s e 37
B0 s s e e e T s 6
R ST S e S e R A A T P e DT e T 7
B e e 4 ... .. e O e T s e R R B S0 9
T T T S TR e ) e R e e e 10
O e g T T S ey A TR TR T S P T e T 5
T R e T 2 i e R T e T e e T T T T T e T 4
665 o snn s v s P e T T R N L T e LT 7
B e e e e s e e T T T e e = e 3
68. ... 1. e e e e o e P P e Y 3
T T P T I T e T TR T T T B A T R AR AT A A T 8 B e 5
10 Ve e T S T T S e Y e eE Vo raneons 5
Totals ........... I i 02 e 64 ......... L e s R T 220

Monthly
Salaries

$ 4313

....$536,309

The median attained age for Judges’ Division members was 53.9 years, and the median service was 7.8 years. This assumes

even distribution throughout the median interval.
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Per Capita Reserves
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Fiscal Years 1973-1977

Present Members’ Future
Retired Reserve Deposits Retired Reserve
JUNE 30, 1973, . cucvniminsnimsnssnis $30,203 ;.. civiinrnen $3128 .« i ivvminnins $1,404
STATE June30,1974 ... ... ... 30933 ............... IR ¥ 1,924
DIVISION June30,1975....... ... ...l 33,502 ............... 3,800 ............... 2,219
Juned0,1976 ................. ... 35930 ............... 4300 ............... 2,932
June30,1977 ... 38614 ............... 4875 ............... 3:735
JUNE 30, TI73 - ovvn v desvemnsmina smins $29.893 .. iviviiniann $2,743 ............ .. $2,972
SCHooOL June30,1974 ... 30,228 ... .o 3,003 ;i s namian imin 3,530
DIVISION June30,1975 ... ... 32333 ... 3349 ......... .. ... 4,088
Juned0,1976 ....................... 34508 ............... 3,717 ..o 4,856
June30,1977 ... ... 36,442 . .............. 4190 ............... 6,000
JUNB 30, 1973 1 i o vwsis smvis smims smin $25,442 .. iviniieiann $2,084 .............. $1,980
MUNICIPAL  June30,1974 ....................... 20,804 ... oiiiinnmins 2:286 <. is L e s 2,192
DIVISION June30,1975............ ..l 29920 ... ... ..., 2937 ... 2,585
June30,1976 ....................... 32,236 ............... 3136 ... 3,446
June 30,1977 ... 33,941 ... 3,991 .. 4,328

The table above shows some important facts about the three main being paid.

reserves in the PERA financial structure—reserves for presently retired,
members’ deposits, and the reserves for future retirees.

Using the State Division as an example on 6-30-77, if you divide the
reserve established for those already receiving retirement annuities by the
total number of those recipients, you end up with $38,614 per retiree. If
you divide the total individual deposits by the total active membership, the
result is $4,875 per active member. The reserve for future retired is used
with active members’ own deposits to finance the retirement of each retiring
member. This reserve divided by the number of active members nets
$3,735 per member.

PERA annuities are fully funded. This means that once a member
retires, there is enough money set aside to pay his annuity for the rest of
his life without additional member or employer deductions. The Present
Retired Reserve is the largest of the three on a per capita basis. Its growth
in each division from year to year indicates the higher retirement amounts

The member's personal deposits are only used for the member’'s own
benefit or his survivor’'s benefit.

The Future Retired Reserve is a pooled fund containing employer
deductions and interest within each division. It helps fund benefits earned
by active members over their careers. When an individual is granted a
benefit at retirement, which is determined according to the provisions of
State Law, a portion of the Future Retired Reserve is combined with the
members’ deposits and placed in the Present Retired Reserve to pay his
benefit.

While PERA retirees’ benefits are fully funded, benefits that have been
earned but are not yet payable to actively-employed members are not
presently fully funded. This means that assets in Members’ Deposits and
the Future Retired Reserve total less than the liabilities for service active
members have already rendered. This shortfall is called the unfunded
accrued liability. State Law requires, and PERA is following, a schedule
to amortize the unfunded liability over a period not exceeding 60 years.



Actuarial Principles

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

The related key financial questions are:
Which generation of taxpayers contributes the money to cover the IOU?

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

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

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

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

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

Translated to actuarial terminology, this level-cost objective means that

the contribution rates must total at least the following:

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

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

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

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

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

Reconciling Differences between Assumed Experience and Actual
Experience. Once actual experience has occurred and been observed, it
will not coincide exactly with assumed experience, regardless of the wisdom
of the assumptions or the skill of the actuary and the millions of calcula-
tions he made. The future can be predicted with considerable precision,
except inflation, but not 100 percent precision.

PERA copes with these continually changing differences by having
annual actuarial valuations. Each actuarial valuation is a complete recalcula-
tion of assumed future experience, taking into account all past differences
between assumed and actual experience. The result is continuing adjust-
ments in financial position.
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Cash Benefits Line. This relentlessly increasing line is the fundamental reality of retirement plan financing. As the ratio

of retired to active, working members rises, the benefits paid rise as a percent of payroll.
The line increases over time even if new benefits aren’t added. It increases regardless of the financing method being followed.

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

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

Rates of disability;

Ages at actual retirement;

Rates of pay increase;

Investment income;

Change in active member group size.



Assumptions Used By Actuary

(For State, School, and Municipal Divisions Only)

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

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

Single Life Retirement Values

Based on 1960 Group Annuity Mortality & 6% Interest

Present Value of
Sample Present Value of $1.00 Mo. the First Year Future Life
Attained $1.00 Monthly for Life + Increasing $.03 Yearly Expectancy (Years)
Ages Men Women Men Women Men Women
40....... $172.17 ..asisvans $179:59 < ivvininnn $229.21 o spos v s s $243.31 ............ 3548 ............ 40.21
45, . 162.79 ........... 17200 v isiasnass 212,89 L. iccinsss 229.21 ............ T 35.48
50. ... 15192 ........... 162.79 ... 194.33 i civnnnsans 212069 .. v ainsnss 2644 ..c.ioiuiens 30.85
L 139.60 ........... 15192 ........... 17449 ... ........ 19433 ............ 22,30 o cvsaiaians 26.44
B0 . s s nie e s e s s 12860 <0 nsmens 13960 ........... 15311 ...l 17449 ............ 1843 ............ 22.30
65 e s s i 109.70 . .ivivions 125.60 . covas smss 130.23 ........... 15311 ............ 18.00 ............ 18.43
70, . i 9295 ........... 109.70 ........... 107:39 i vwsnsws « 130,23 & covis covnsg 1158 wiies comvws 2w 14.80
75, 7597 ... .. 9295 ............ 8DA7 .. iiveninas 107:39 ;i smsmsws s 879 cocunivusnas 11.58
B0... ... 60.20 ............ 7597 .. 66.11 ............ 85.47 ............. B.08 e vn it 8.79
B . iscinmmunsmsins e 4751 .. ... 60.20 ............ 5111 ...l 66.11 ... .......... 498 ............. 6.54

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

Present Salary
Sample Resulting in
Ages Salary of $1,000 at Age 60

40 $ 435
20 $ 138 45 557
25 191 50 694
30 255 55 843
35 336 60 1,000
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4. The probabilities of age and service retirement for members eligible to retire. Eligibility for superannuation retirement
was assumed to be age 55 and 30 years of service, age 60 with 20 or more years of service, or age 65 with 5 or more years of
service.

Percent of Eligible Active Members

Retiring Within Next Year—By Division

Retirement

Ages State School Municipal
L T T 10%. e 1D e sisis s s v ss o v s o wn o 3o s 10%
o S e e L e L e O s i im0 6 5 5 VD iice s smtom s s a5 08 5 4 10
BT e sivsvmsismisimsm sn ais s 6655w e i hdie oo wi e s MO sits e e m i v w0 T usnvmn cmss swimg 5 asm e E 10
P B0 e i e R RS 1 P S 10
DY 10 e L - J P 10
B0. .o 10 - T NP 10
o L Rl T e e e e i) DRt e e b e e e b e e B b VD o civrim s s e 256 5 K 10
B2 s s ties cms e poii s b Ea RIS SRR 08 10 s mims s sa 59 e i L T P AP 10
BB cim5 55555 6505 €0 wme st e o nins e n e e DD s i sm i v e B B3 e Bk £ e P 10
BA. . U 4 T 15
S I e e e i B0 ... B0 sy v m ne o s s e e 40
T b o) A TR Y S e G e e e U et o e b e e o S P PP 30
BT o s iea <iiiis o358 mhes o 3§ 008 80 0 A 08 6 6 P A0 ocviii, mein i E R R e S 40
T T T TR ] gy e P Tree - PP TP prn 50
B G0 i e e e SR 60 . 90
70 100 oonnomsvsrmnvmesos suesspuii 100 o 100

5. The probabilities of separating from service due to death or withdrawal. In the State and Municipal Divisions, vesting was
assumed to occur after age 40 with 10 or more years of accrued service. For the State Division it was assumed that 50 percent of
vested annuities, and for the Municipal Division 20 percent of vested annuities, will be forfeited by the withdrawal of member
deductions.

For School Division members vesting was assumed to occur after completion of 10 years of accrued service and that 10 percent
of vested annuities will be forfeited by the withdrawal of member deductions.



Percent of Active Participants Separating Within Next Year

State School Municipal

Sample Men Women Men Women Men Women
20 .. < 11 ) [ £ RS 38:33% s i oeinniinn 30.63% i:iciiiins 39.07% v vvs it 3M13M% ... 38.33%
25 16.53 ........... KT {1 1611 . cvinsimins 30.81 ........... 1653 ........... 34.10
) O e T 1210 ........... 21.04 ... ......... 1183 ........... 2275 ........... 1210 ........... 21.04
2 L 848 ........... 127 ... 858 ........... 1431 ............ 848 ........... 11.27
40. ... 6.46 ............ 776 ............ 6.00 ........... 1065 ............ 6.46 ............ 7.76
45, 418 ............ 586 ............ B4 . uiwsms s 686 ............ 418 ............ 5.86
50 . . 448 ............ 4.85 ...ininneavs 4.82 . uissuminen B5BB . ieinseminns B48 . nisiisnisuss 4.85
B s s e £ A0 :iiiiiniin e 378 i BAT . viioiieiiismmen 425 ............ 404 ... ciiiinis 3.78
B0 .5 5505 55505056 e oo 398 i 383 .. nns 390 ...iivaniins 3D v s 388 sivisainimes 3.83

6. The entry age normal cost method of valuation was used in determining superannuation annuity liabilities and normal
cost.

7. Infinancing unfunded accrued liabilities, active member payroll was assumed to increase three percent a year.

Actuarial Assumptions for Judges Division

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

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

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

Present Value of
Sample Present Value $1.00 Mo. the First Year Future Life
Attained $1.00 Monthly for Life Increasing $.015 Yearly Expectancy (years)
Ages Men Women Men Women Men Women
40.. ... 17211 oL $179.59 .......... $200.66 .......... $211.45 ........ ... 3548 ............ 40.21
45. . ... ... 162.79 ........... 172410 ..o 187.74 ... ...... 20066 ............ 3085 ............ 35.48
50 ... 15192 ........... 162.79 ........... 173143 ... 187.74 ... ...... 2644 ............ 30.85
D8 < s s o a wee s 139.60 ........... 15192 ........... 157.05 ....covnin 17313 ... 2230 ............ 26.44
B0 : o imsinniniines oe s 128,60 oo vsinnis 139.60 ccvivvnnnns 189.35 v imemans 15700 & ois mnnmsns 1843 ............ 22.30
65................ 109.70 ........... 12560 ........... 11997 .. c.smnns 139.35 . iiinsinens 14:80 . oinseminams 18.43
70, 92.95 ........... 109.70 ........... 10017 ........... 11997 ............ 1158 c5nvsmiins on 14.80
75 7597 ... 9295 ............ 80.72 ........... 10017 ... ... 879 ............ 11.58
80................... 6020 < isiineenie s 7597 ... 63.16 ............ 70,72 ..o 6.54 ............. 8.79
8. i iosnisnemeaninin 7 6020 i s vennmons 4931 ............ 63.16 ............. 498 ............. 6.54
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3. The salary scale, showing present salary assumed to result in a salary of $1,000 at age 65.

Present Salary
Sample Resulting in
Ages Salary of $1,000 at Age 65 T T T S PO 479
L PP S $ 164 B0 597
UL & (5455 2555 i S homn s n e o e et s e 220 1 P 725
B55 45 & rimns e i e s 0 B TSRS v e s o e e o ¢ 289 B0, . 861
0. . 375 B 1,000

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

Retirement Percent of Eligible Active Members

Ages Retiring Within Next Year BB . v £ 505 e o5 o e i s o i i 58 e 15
B5: 2 515 515 5 e 5 D W6 s e e e s 8 40% B0, 25
BB, . en e R 6 ek ke e e e e e e e e e e 20 70 100
L o 15

5. The probabilities of separating from service due to death or withdrawal. Vesting was assumed to occur after completion
of 10 years of accrued service.

Percent of

Active Members Separating
Sample Within the Next Year
Ages Men Women
2D 55t 55 e e e o e i 8 e 7.79% oo 7.78%
30 L 731 7.29
15 T 640 ................. 6.36
) YR P B33 Lipisssmsenssian 5.27
D) 515 18 X R B R e 429 ... 4.15
B0 5515551555 505 o o et o 6 s 314 . 2.88
D 1.87 .. 1.52
60 ... 148 ... ............. 1.02
g ST S 208 e v nme s 1.39

6. The attained age normal cost method of valuation was used in determining superannuation annuity liabilities and normal
cost.

7. Infinancing unfunded accrued liabilities, active member payroll was assumed to increase three percent a year.



Computed Employer Contribution Rate

Expressed as Percents of Active Member Payroll

Contributions for Current Cost: Shate Sehem Musicipa! duiiges
Superannuation annuities . . ................... 9.70% .......co.. .. 1082% ............... 9.76% .............. 14.70%
Disability annuities .......................... 1.0 ... ... 085 .. .............. 120 ...l 0.50
Survivor annuities. . ............ .. 060 ............... 060 ............... 080 ............... 1.50

TIORAD 1 i im0 s 50 5 s 11285 st en v a i 1227  wisesmsmins i3 1176 csoaessisimis 16.70
Member current contributions. . ................ 7.7%% oot 77%% .o 7.7%% ..o 7.00%
(Futurerefunds)........................... (3.55) .............. (3.34) .............. (3.41) .............. (0.99)
Available forannuities. . ...................... 420 ... ... 441 ... 434 ... 6.01

Employer CurrentCost ..................... 715 L 78 ... 742 ... 10.69

Unfunded Accrued Liabilities ...................... 350 .. 424 ... 244 . ... 1.31

(Amortization period) . .. .......... .. (38 years) (29 years) (34 years) (50 years)

TOTAL COMPUTED EMPLOYER

CONTRIBUTIONRATE. ..........oiiiiiiiinnnnnnn B068% o osvsinmswoiains 12A0% e vv v sioiinson s 9.86% .. o5 minnsnss 12.00%

STATUTORYRATE ............................. 10.65%.............. 1210%.....000vnae 9.86%.............. 12.00%

Dec. 31,1976
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Actuarial Reserve. A fund for the purpose of paying benefits which will not
be paid in the very near future but which have already been earned.
An actuarial reserve retirement system sets aside money for benefits
earned before the benefits will actually have to be paid.

Actuarial Valuation. An examination by an actuary of a group of people,
with regard to certain characteristics of the people in that group. Some
of the characteristics are age, service, salaries, rate of turnover by
death or termination. The actuary can then determine whether con-
tributions are sufficient to fund liabilities earned. An annual valuation
of PERA members and annuitants is conducted by PERA's actuary.

Amortize. To pay off through regular contributions or adjustments over a
specified period.

Annuity. A series of regular payments to the annuitant for life.

Audit. An examination by someone or some firm outside an organization of
accounting records developed by the staff of the organization. Recom-
mendations and suggestions for better record-keeping and manage-
ment are often part of an audit.

Corporate Obligation. An investment in a corporation with specified pay-
ments of principal and interest over a definite period of time.

Current Cost. The cost of members’ service being rendered this year, ex-
pressed as a percentage of payroll. Current cost is a part of the total
contribution rate.

Diversification. The practice of investing in several different business indus-
tries and companies within the industries in order to minimize total
portfolio risks.

Level-Cost Financing. A method of financing a retirement system in which
contributions, as a percentage of payroll, remain level from generation
to generation, if benefit provisions are not changed.

Portfolio. The total of investments held, (by PERA, for example).

Risk. The possibility that the expected rate of return may not be attained for
the total portfolio or for specific securities.

Temporary Investment. An investment in highly liquid money market instru-
ments usually maturing within one year.

Total Rate of Return. Cash income plus capital appreciation, less capital
depreciation, realized and unrealized, adjusted for capital contributions
and withdrawals expressed as a percentage on an annual basis.

Unfunded Accrued Liability. The difference between liabilities for members’
service already rendered, and the assets of the system, measured as
of any particular date.






