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INDEPENDENT AUDITORS' REPORT

The Board of Trustees
Colorado Public Employees’ Retirement Association
Denver, Colorado

Report on Schedules

We have audited the accompanying schedule of employer allocations of the State Division Trust Fund
(SDTF) of Colorado Public Employees’ Retirement Association (Colorado PERA), as of and for the year
ended December 31, 2015, and the related notes.

We have also audited the columns titled net pension liability, total deferred outflows of resources
excluding employer specific amounts, total deferred inflows of resources excluding employer specific
amounts, and pension expense as of and for the year ended December 31, 2015 (specified column
totals), included in the accompanying schedule of collective pension amounts of the SDTF, and the
related notes.

Management’s Responsibility for the Schedules

Management is responsible for the preparation and fair presentation of these schedules in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
the schedules that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on the schedule of employer allocations and the specified
column totals included in the schedule of collective pension amounts based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the schedule of employer allocations and the specified column totals included in the
schedule of collective pension amounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the schedule of employer allocations and the specified column totals included in the schedule of
collective pension amounts. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the schedule of employer allocations and the
specified column totals included in the schedule of collective pension amounts, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the schedule of employer allocations and the specified column
totals included in the schedule of collective pension amounts in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
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The Board of Trustees
Colorado Public Employees’ Retirement Association

of the schedule of employer allocations and the specified column totals included in the schedule of
collective pension amounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the schedules referred to above present fairly, in all material respects, the employer
allocations and the columns titled net pension liability, total deferred outflows of resources excluding
employer specific amounts, total deferred inflows of resources excluding employer specific amounts,
and pension expense for the SDTF as of and for the year ended December 31, 2015, in accordance
with accounting principles generally accepted in the United States of America.

Other Matter

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of Colorado PERA as
of and for the year ended December 31, 2015, and our report thereon, dated June 21, 2016, expressed
an unmodified opinion on those financial statements.

Restriction on Use

Our report is intended solely for the information and use of Colorado PERA management, the audit
committee of Colorado PERA, Colorado PERA employers explicitly named in the schedule of employer
allocations, as of and for the year ended December 31, 2015 and their auditors and is not intended to
be and should not be used by anyone other than these specified parties.

Wm% L7

CliftonLarsonAllen LLP

Denver, Colorado
June 21, 2016



Colorado Public Employees' Retirement Association
State Division Trust Fund
Schedule of Employer Allocations
As of and For the Year Ended December 31, 2015

(In Actual Dollars)

Affiliated Employer Affiliated Employer Name 2015 Employer Pension Employer Allocation

Number Contributions (Annualized) Percentage
1 Department of Transportation $31,098,877.41 6.4553743556%
3 Colorado Water Resources & Power Development Authority 187,338.96 0.0388870345%
5 Department of Treasury 271,034.54 0.0562602115%
9 Department of Law/Attorney General 6,091,724.95 1.2644946795%
10 Attorney Regulations Counsel 952,692.85 0.1977559804%
13 Department of Public Health and Environment 14,918,446.12 3.0967083872%
14 Department of Regulatory Agencies 5,949,490.22 1.2349701916%
17 State Historical Society 1,045,602.68 0.2170418127%
18 Department of Health Care Policy and Financing 4,628,208.18 0.9607040152%
20 Colorado State Veterans Nursing Home -- Rifle 756,992.53 0.1571333300%
22 Colorado School of Mines 13,553,360.46 2.8133496393%
23 Colorado State Veterans Center 573,223.19 0.1189872622%
24 Office of the State Auditor 744,736.96 0.1545893702%
25 Colorado State Veterans Nursing Home -- Florence 1,011,266.86 0.2099145274%
30 Office of the Governor & Executive Mansion 609,540.24 0.1265258029%
31 Department of Planning & Budgeting 231,528.41 0.0480596949%
32 Department of Human Services 12,168,701.42 2.5259279315%
33 Office of the Lt. Governor 93,779.27 0.0194663070%
34 Department of Education 5,294,734.71 1.0990587929%
38 Office of the Secretary of State 1,321,480.58 0.2743073885%
39 Office of Economic Development & International Trade 573,261.59 0.1189952331%
40 Wheatridge Regional Center 2,893,717.08 0.6006656377%
41 Grand Junction Regional Center 1,894,231.78 0.3931966770%
42 University of Northern Colorado 6,141,956.90 1.2749216167%
43 Office of Energy Management and Conservation 249,739.06 0.0518397852%
46 Department of Revenue, Division of Gaming 921,940.73 0.1913725845%
47 Northeastern Junior College 1,219,788.92 0.2531986608%
49 School for the Deaf and the Blind 1,516,073.62 0.3147001944%
54 University of Colorado 53,778,477.58 11.1631105031%
56 Colorado Association of School Boards 267,932.81 0.0556163674%
59 Colorado State University 24,402,458.03 5.0653597460%
60 Fort Lewis College 1,516,359.33 0.3147595009%
62 Department of Military and Veterans Affairs 1,332,135.96 0.2765191875%
63 State Board for Community Colleges and Occupational Education 3,547,510.26 0.7363772800%
65 Department of Public Safety 14,227,499.53 2.9532845961%
66 Colorado Northwestern Community College 1,049,372.86 0.2178244108%
67 Aims Community College 4,333,066.12 0.8994396660%
68 Pinnacol Assurance 8,246,672.18 1.7118095746%
69 Colorado Mental Health Institute at Pueblo 9,318,691.93 1.9343349318%
71 College Assist 115,418.09 0.0239580024%
72 Pueblo Regional Center 1,212,603.23 0.2517070855%
73 Colorado Lottery 1,155,424.89 0.2398382458%
74 Department of Labor and Employment 10,101,150.40 2.0967543746%
75 Colorado Mountain College 4,644,895.31 0.9641678596%
79 CSU System/CSU Global Campus 261,859.46 0.0543556869%
81 Department of Agriculture 2,787,861.77 0.5786926370%
85 Department of Natural Resources 17,298,184.12 3.5906844062%
86 Department of Personnel and Administration 4,038,050.46 0.8382015544%
89 Office of Information Technology 11,048,075.83 2.2933131782%
91 Western State Colorado University 939,555.12 0.1950289056%
92 Department of Revenue 9,215,020.97 1.9128153493%
93 Special District Association of Colorado 100,224.34 0.0208041475%
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Colorado Public Employees' Retirement Association
State Division Trust Fund
Schedule of Employer Allocations
As of and For the Year Ended December 31, 2015

(In Actual Dollars)

Affiliated Employer Affiliated Employer Name 2015 Employer Pension Employer Allocation
Number Contributions (Annualized) Percentage
95 Adams State University 2,019,691.21 0.4192390185%
102 Colorado House of Representatives 257,282.16 0.0534055502%
103 Colorado Senate 221,737.68 0.0460273763%
104 Charter School Institute 190,293.51 0.0395003276%
108 Department of Corrections 56,546,387.48 11.7376616148%
115 Legislative Council 1,172,577.71 0.2433987561%
118 State Veterans Nursing Home at Fitzsimmons 1,776,475.05 0.3687532296%
123 Colorado Mental Health Institute at Ft. Logan 3,063,069.06 0.6358190104%
124 Joint Budget Committee 215,637.43 0.0447611120%
127 Colorado State University at Pueblo 1,809,677.46 0.3756452464%
128 Commission on Higher Education 819,659.08 0.1701413892%
129 Auraria Higher Education Center 2,505,827.99 0.5201492495%
130 Metropolitan State University of Denver 7,330,064.50 1.5215440022%
131 Pueblo Community College 3,530,520.75 0.7328506689%
132 Division of Youth Services 8,743,600.58 1.8149598847%
134 Department of Local Affairs 1,735,020.10 0.3601481852%
137 Office of Legislative Legal Services 704,302.75 0.1461962067%
138 Denver Community College 3,793,902.57 0.7875223609%
139 Lamar Community College 546,557.63 0.1134521373%
140 Otero Junior College 1,699,221.33 0.3527172268%
141 Trinidad State Junior College 1,293,866.68 0.2685754111%
142 Pikes Peak Community College 6,611,535.08 1.3723946831%
143 Colorado High School Activities Association 217,695.50 0.0451883176%
144 District Courts - Judicial Department 31,796,362.32 6.6001553437%
145 Public Defender - Judicial Department 8,367,909.80 1.7369755705%
147 Arapahoe Community College 3,653,904.35 0.7584621184%
148 Morgan Community College 901,739.18 0.1871792316%
149 Colorado Mesa University 2,362,893.26 0.4904794586%
150 Aurora Community College 2,742,877.36 0.5693549621%
151 Red Rocks Community College 4,445,219.39 0.9227199708%
153 Front Range Community College 8,291,643.20 1.7211444700%
155 Fire and Police Pension Association 802,973.75 0.1666779185%
156 Collegelnvest 310,339.39 0.0644189471%
157 Colorado Association of School Executives 120,114.72 0.0249329091%
165 Department of Public Safety 7,552,833.47 1.5677854493%
171 1st Judicial District Attorney 36,046.40 0.0074823603%
172 2nd Judicial District Attorney 34,510.13 0.0071634678%
173 3rd Judicial District Attorney 22,529.04 0.0046764835%
174 4th Judicial District Attorney 31,332.62 0.0065038937%
175 5th Judicial District Attorney 212,806.33 0.0441734442%
176 6th Judicial District Attorney 21,662.50 0.0044966108%
177 7th Judicial District Attorney 22,529.04 0.0046764835%
178 8th Judicial District Attorney 32,860.84 0.0068211151%
179 9th Judicial District Attorney 151,433.84 0.0314340005%
180 10th Judicial District Attorney 26,347.32 0.0054690660%
181 11th Judicial District Attorney 22,529.04 0.0046764835%
182 12th Judicial District Attorney 22,529.04 0.0046764835%
183 13th Judicial District Attorney 22,529.04 0.0046764835%
184 14th Judicial District Attorney 22,529.04 0.0046764835%
185 15th Judicial District Attorney 22,529.04 0.0046764835%
186 16th Judicial District Attorney 22,529.04 0.0046764835%
187 17th Judicial District Attorney 35,328.72 0.0073333873%
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Colorado Public Employees' Retirement Association
State Division Trust Fund
Schedule of Employer Allocations
As of and For the Year Ended December 31, 2015

(In Actual Dollars)

Affiliated Employer Affiliated Employer Name 2015 Employer Pension Employer Allocation
Number Contributions (Annualized) Percentage
188 18th Judicial District Attorney 27,034.86 0.0056117827%
189 19th Judicial District Attorney 25,128.48 0.0052160643%
190 20th Judicial District Attorney 884,071.80 0.1835119111%
191 21st Judicial District Attorney 25,523.90 0.0052981440%
192 22nd Judicial District Attorney 22,022.16 0.0045712675%

Total $481,751,726.50 100%

The accompanying notes are an integral part of the Schedule of Employer Allocations.

Schedule of Employer Allocations: Page 3 of 3
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 1 - Plan Description

The State Division Trust Fund (SDTF) is a cost-sharing multiple-employer defined benefit
pension plan as defined in Governmental Accounting Standards Board (GASB) Statement No. 67
and is administered by the Colorado Public Employees’ Retirement Association (PERA). PERA
issues a publicly available comprehensive annual financial report (CAFR) that can be obtained at
www.copera.org/investments/pera-financial-reports.

Note 2 - Brief Description of Benefits

Plan benefits are specified in Title 24, Article 51 of the Colorado Revised Statutes (C.R.S.),
administrative rules set forth at 8 C.C.R. 1502-1, and applicable provisions of the federal
Internal Revenue Code. Colorado State law provisions may be amended from time to time by
the Colorado General Assembly.

The SDTF serves as a defined benefit retirement plan where retirees receive a monthly benefit
for their lifetime, and generally, an annual increase each year, as eligible. Members of affiliated
employers are eligible to receive a lifetime monthly retirement benefit when certain age and
service credit requirements are met. These eligibilities vary by the membership date and
consider credited service at key dates. The benefits are based upon a defined or fixed
multiplier, age, years of credited service, and highest average salary (HAS). For most employees,
HAS is one-twelfth of the average of the highest annual salaries that are associated with three
periods of 12 consecutive months under PERA-covered employment. The basic retirement
benefit equals 2.5% x HAS x Years of Service. If a member reaches early retirement eligibility
and wishes to begin benefit payments prior to achieving the full retirement requirements, then
the monthly amount is reduced to consider the early receipt of monthly payments.
Alternatively, if greater, a lifetime benefit is available that is calculated by annuitizing the
member’s account. At benefit commencement, the member can choose from different
payment options, some of which can continue after the retiree’s death to a named beneficiary,
and for which the benefit amount is appropriately adjusted.

In addition to retirement benefits, the SDTF provides refund opportunities with matching
employer dollars, if eligible, when leaving covered employment, and disability retirement and
survivor benefits for those meeting certain criteria.

Notes to Employer Schedules: Page 1 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 3 - Basis of Presentation

The Schedule of Employer Allocations and Schedule of Collective Pension Amounts (the
Schedules) present amounts that are elements of the financial statements of the SDTF or its
participating employers. Accordingly, they do not purport to be a complete presentation of the
fiduciary net position or changes in fiduciary net position of the SDTF or its participating
employers. The Schedules are prepared using the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America. Such preparation
requires management of PERA to make a number of estimates and assumptions relating to the
reported amounts. Due to the inherent nature of these estimates, actual results could differ.

The Schedule of Collective Pension Amounts represents collective amounts for the SDTF. This
schedule excludes employer-specific deferral amounts that may need to be recognized to
comply with GASB Statement No. 68, Accounting and Financial Reporting for Pensions.
Specifically, this schedule excludes deferral amounts arising from the changes in employer
proportion, differences between employer contributions and proportionate share of
contributions, and employer contributions subsequent to the measurement date as defined in
paragraphs 54 through 57 of GASB Statement No. 68.

Note 4 — Employer Contributions
Employers are required to contribute to the SDTF at a rate set by Colorado statute. The
contribution requirements are established under C.R.S. § 24-51-401, et seq. Employer

contribution requirements, as a percentage of salary, are summarized on the following tables:

All members except State Troopers

January 1% through December 31° 2015°

Employer contribution rate 10.15%

Amount of employer contribution apportioned to the (1.02%)
Health Care Trust Fund as specified in C.R.S. § 24-51-
208(1)(f)

Amount apportioned to the SDTF 9.13%

Amortization equalization disbursement (AED) as 4.20%
specified in C.R.S. § 24-51-411

Supplemental amortization equalization disbursement 4.00%
(SAED) as specified in C.R.S. § 24-51-411

Total employer contribution rate to the SDTF 17.33%

'Rates are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).

Notes to Employer Schedules: Page 2 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 4 — Employer Contributions (continued)

State Troopers

January 1* through December 31°* 2015"

Employer contribution rate 12.85%

Amount of employer contribution apportioned to the (1.02)%
Health Care Trust Fund as specified in C.R.S. § 24-51-
208(1)(f)

Amount apportioned to the SDTF 11.83%

Amortization equalization disbursement (AED) as 4.20%
specified in C.R.S. § 24-51-411

Supplemental amortization equalization disbursement 4.00%
(SAED) as specified in C.R.S. § 24-51-411

Total employer contribution rate to the SDTF 20.03%

'Rates are expressed as a percentage of salary as defined in C.R.S. § 24-51-101(42).
Note 5 — Employer Allocation Percentages

GASB Statement No. 68, Accounting and Financial Reporting for Pensions, requires participating
employers in the SDTF to recognize their proportionate share of the collective net pension
liability, deferred outflows of resources, deferred inflows of resources, and pension expense in
their financial statements. The Schedule of Employer Allocations is prepared to provide
employers with their calculated proportion. The proportions presented in this schedule are
based on employer contributions as a percentage of total employer contributions during the
measurement period or reporting months January 1, 2015 through December 31, 2015. This
schedule reports contributions and allocations for each reporting agency affiliated with PERA in
the SDTF. Employer contributions are recognized in the period in which the compensation
becomes payable to the member and the employer is statutorily committed to pay the
contributions to the SDTF. Contributions are reduced by the allocation to the Health Care Trust
Fund for all reporting agencies; and if applicable, for refunds of contributions or transfers
resulting from a member’s PERAChoice election. Also, contributions have been annualized for
employers who did not participate in the SDTF for the twelve month period.

As reported in the SDTF’s Statement of Changes in Fiduciary Net Position in the December 31,
2015 PERA CAFR, employer contributions were $484,005 compared to the total employer
contributions of $481,752 on the Schedule of Employer Allocations. The difference is due to the
annualization of contributions and other adjustments to better represent the long-term
contribution effort of the employers in the SDTF.

Notes to Employer Schedules: Page 3 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 6 — Actuarial Valuation Date

The collective total pension liability is based upon the December 31, 2014 actuarial valuation.
An expected total pension liability is determined as of December 31, 2015 using standard roll-
forward techniques. The roll forward calculation includes actual benefits, refunds and disability
premiums paid for the plan year, interest on the total pension liability, the annual normal cost
(also called service cost), changes of benefit terms, differences between expected and actual
experience at the end of year, and changes of assumptions or other inputs.

Note 7 — Collective Net Pension Liability

The components of the collective net pension liability of the SDTF at December 31, 2015 were
as follows:

Total pension liability $23,991,569
Plan fiduciary net position 13,460,536
Net pension liability $10,531,033

Plan fiduciary net position as a percentage of the total pension liability is 56.1%.
Note 8 — Actuarial Assumptions

The December 31, 2014 actuarial valuation used the following actuarial assumptions and other
inputs:

Actuarial cost method Entry age
Price inflation 2.80 percent
Real wage growth 1.10 percent
Wage inflation 3.90 percent
Salary increases, including wage inflation 3.90-9.57 percent
Long-term investment rate of return, net of pension

plan investment expenses, including price inflation 7.50 percent

Post-retirement benefit increases:
PERA benefit structure hired prior to 1/1/07

and DPS benefit structure (automatic) 2.00 percent
PERA benefit structure hired after 12/31/06
(ad hoc, substantively automatic) Financed by the

Annual Increase Reserve (AIR)

Notes to Employer Schedules: Page 4 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 8 — Actuarial Assumptions (continued)
Changes to assumptions or other inputs since the December 31, 2013 actuarial valuation:
e The following programming changes were made:

0 Valuation of the full survivor benefit without any reduction for possible
remarriage.

Reflection of the employer match on separation benefits for all eligible years.
Reflection of one year of service eligibility for survivor annuity benefit.
Refinement of the 18 month annual increase timing.

Refinements to directly value certain and life, modified cash refund and pop-up
benefit forms.

O O 0O

e The following methodology changes were made:

O Recognition of merit salary increases in the first projection year.

0 Elimination of the assumption that 35% of future disabled members elect to
receive a refund.

O Removal of the negative value adjustment for liabilities associated with refunds
of future terminating members.

0 Adjustments to the timing of the normal cost and unfunded actuarial accrued
liability payment calculations to reflect contributions throughout the year.

Mortality rates were based on the RP-2000 Combined Mortality Table for Males or Females, as
appropriate, with adjustments for mortality improvements based on a projection of Scale AA to
2020 with Males set back 1 year, and Females set back 2 years.

The actuarial assumptions used in the December 31, 2014 valuation were based on the results
of an actuarial experience study for the period January 1, 2008 through December 31, 2011,
adopted by PERA’s Board on November 13, 2012, and an economic assumption study, adopted
by PERA’s Board on November 15, 2013 and January 17, 2014.

The SDTF’s long-term expected rate of return on pension plan investments was determined
using a log-normal distribution analysis in which best estimate ranges of expected future real
rates of return (expected return, net of investment expense and inflation) were developed for
each major asset class. These ranges were combined to produce the long-term expected rate of
return by weighting the expected future real rates of return by the target asset allocation
percentage and then adding expected inflation.

Notes to Employer Schedules: Page 5 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 8 — Actuarial Assumptions (continued)
As of the November 15, 2013 adoption of the long-term expected rate of return by the PERA

Board, the target allocation and best estimates of geometric real rates of return for each major
asset class are summarized in the following table:

Target 10 Year Expected Geometric
Asset Class Allocation Real Rate of Return
U.S. Equity — Large Cap 26.76% 5.00%
U.S. Equity — Small Cap 4.40% 5.19%
Non U.S. Equity — Developed 22.06% 5.29%
Non U.S. Equity — Emerging 6.24% 6.76%
Core Fixed Income 24.05% 0.98%
High Yield 1.53% 2.64%
Long Duration Gov’t/Credit 0.53% 1.57%
Emerging Market Bonds 0.43% 3.04%
Real Estate 7.00% 5.09%
Private Equity 7.00% 7.15%
Total 100.00%

In setting the long-term expected rate of return, projections employed to model future returns
provide a range of expected long-term returns that, including expected inflation, ultimately
support a long-term expected rate of return assumption of 7.50 percent.

Note 9 — Discount Rate

The discount rate used to measure the total pension liability was 7.50 percent. The projection
of cash flows used to determine the discount rate applied the actuarial method and
assumptions shown in Note 8. In addition, the following methods and assumptions were used
in the projection of cash flows:

e Total covered payroll for the initial projection year consists of the covered payroll of the
active membership present on the valuation date and the covered payroll of future plan
members assumed to be hired during the year. In subsequent projection years, total
covered payroll was assumed to increase annually at a rate of 3.90%.

e Employee contributions were assumed to be made at the current member contribution

rate. Employee contributions for future plan members were used to reduce the
estimated amount of total service costs for future plan members.

Notes to Employer Schedules: Page 6 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund

Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts

December 31, 2015
(Dollars in Thousands)

Note 9 — Discount Rate (continued)

Employer contributions were assumed to be made at rates equal to the fixed statutory
rates specified in law, including current and estimated future AED and SAED, until the
Actuarial Value Funding Ratio reaches 103%, at which point, the AED and SAED will each
drop 0.50% every year until they are zero. Additionally, estimated employer
contributions included reductions for the funding of the AIR and retiree health care
benefits. For future plan members, employer contributions were further reduced by the
estimated amount of total service costs for future plan members not financed by their
member contributions.

Employer contributions and the amount of total service costs for future plan members
were based upon a process used by the plan to estimate future actuarially determined
contributions assuming an analogous future plan member growth rate.

The AIR balance was excluded from the initial fiduciary net position, as, per statute, AIR
amounts cannot be used to pay benefits until transferred to either the retirement
benefits reserve or the survivor benefits reserve, as appropriate. As the ad hoc post-
retirement benefit increases financed by the AIR are defined to have a present value at
the long-term expected rate of return on plan investments equal to the amount
transferred for their future payment, AIR transfers to the fiduciary net position and the
subsequent AIR benefit payments have no impact on the Single Equivalent Interest Rate
(SEIR) determination process when the timing of AIR cash flows is not a factor (i.e., the
plan’s fiduciary net position is not projected to be depleted). When AIR cash flow timing
is a factor in the SEIR determination process (i.e., the plan’s fiduciary net position is
projected to be depleted), AIR transfers to the fiduciary net position and the subsequent
AIR benefit payments were estimated and included in the projections.

Benefit payments and contributions were assumed to be made at the end of the month.

Based on the above assumptions and methods, the SDTF’s fiduciary net position was projected
to be available to make all projected future benefit payments of current members. Therefore,
the long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability. The discount rate
determination does not use the municipal bond index rate. There was no change in the
discount rate from the prior measurement date.

Notes to Employer Schedules: Page 7 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 10 - Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presents the SDTF's collective net pension liability calculated using the discount
rate of 7.50 percent as of the measurement date, as well as if it were calculated using a
discount rate that is 1-percentage point lower (6.50 percent) or 1-percentage point higher (8.50
percent):

‘ Sensitivity of the Net Pension Liability

Discount rate 6.50% 7.50% 8.50%
Net pension liability $13,304,480 $10,531,033 $8,211,137
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 11 - Reconciliation of Collective Deferred Outflows of Resources

The following presents the SDTF's collective deferral reconciliation showing the beginning
deferrals, adding the current year collective deferrals and adjusting for the current year
amortization of deferrals to arrive at the ending collective deferral amounts:

| Deferred Outflows of Resources

Net Difference

Between
Difference Between Changes of Projected and Actual

Reconciliation Expected and Actual Assumptions Investment
of Deferrals Experience or Other Inputs Earnings
Beginning deferral amounts

as of prior measurement

date, December 31, 2014 S— S— $191,800
Deferral amounts added as

of measurement date,

December 31, 2015 237,147 — 812,068
Total of amortization

amounts recognized in

pension expense during

measurement period,

2015" (83,798) — (210,364)
Outstanding deferral

amounts as of

measurement date,

December 31, 2015 $153,349 S— $793,504

! Negative amounts increase the collective pension expense.
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 12 — Amortization of Collective Deferred Outflows of Resources

The following presents the SDTF's collective deferral amortization showing the deferrals added
each plan year, the amortization period and the amount of the amortization for each plan year:

Deferred Outflows of Resources

Difference Between Expected and Actual Experience

Deferral Amounts Amortization
For the Plan Year Added Period
2014 $— _
2015 237,147 2.83 years
Total
Amortization of the Amortization of the Amortization for
For the Plan Year 2014 Deferral® 2015 Deferral® the Plan Year'
2014 S— S— S—
2015 — 83,798 83,798
2016 — 83,798 83,798
2017 — 69,551 69,551
Total S— $237,147 $237,147

! positive amounts increase the collective pension expense.
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Colorado Public Employees’ Retirement Association

State Division Trust Fund

Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts

December 31, 2015
(Dollars in Thousands)

Note 12 — Amortization Schedules of Collective Deferred Outflows of Resources (continued)

Deferred Outflows of Resources |

Net Difference Between Projected and Actual
Investment Earnings

Deferral Amounts Amortization

For the Plan Year Added Period
2014 $239,750 5.00 years
2015 812,068 5.00 years

For the Plan Year

Amortization of the
2014 Deferral®

Amortization of the
2015 Deferral®

Total
Amortization for
the Plan Year'

2014
2015
2016
2017
2018
2019
Total

$47,950 $— $47,950
47,950 162,414 210,364
47,950 162,414 210,364
47,950 162,414 210,364
47,950 162,414 210,364
— 162,412 162,412
$239,750 $812,068 $1,051,818

! positive amounts increase the collective pension expense.
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 13 - Reconciliation of Collective Deferred Inflows of Resources

The following presents the SDTF's collective deferral reconciliation showing the beginning
deferrals, adding the current year collective deferrals and adjusting for the current year
amortization of deferrals to arrive at the ending collective deferral amounts:

Deferred Inflows of Resources

Difference Between Changes of
Reconciliation Expected and Actual Assumptions
of Deferrals Experience or Other Inputs

Beginning deferral amounts
as of prior measurement
date, December 31, 2014* $697 $—

Deferral amounts added as
of measurement date,
December 31, 2015 — 192,776

Total of amortization
amounts recognized in
pension expense during
measurement period,
20157 (372) (68,119)

Outstanding deferral
amounts as of
measurement date,
December 31, 2015 $325 $124,657

! Qutstanding deferral amounts as of the prior measurement date December 31, 2014 were presented
as negative amounts and are now presented as positive amounts.

? Negative amounts decrease the collective pension expense.
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 14 — Amortization Schedules of Collective Deferred Inflows of Resources

The following presents the SDTF's collective deferral amortization showing the deferrals added
each plan year, the amortization period and the amount of the amortization for each plan year:

Deferred Inflows of Resources

Difference Between Expected and Actual Experience

Deferral Amounts Amortization

For the Plan Year Added Period
2014 $1,069 2.87 years
2015 — —

For the Plan Year

Amortization of the
2014 Deferral®

Amortization of the
2015 Deferral®

Total
Amortization for
the Plan Year'

2014 $372 S— $372
2015 372 — 372
2016 325 — 325
Total $1,069 S— $1,069

! positive amounts decrease the collective pension expense.

Notes to Employer Schedules: Page 13 of 17



Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
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Note 14 — Amortization Schedules of Collective Deferred Inflows of Resources (continued)

Deferred Inflows of Resources ‘

Change in Assumptions or Other Inputs

Deferral Amounts Amortization
For the Plan Year Added Period
2014 $— _
2015 192,776 2.83 years
Total
Amortization of the Amortization of the Amortization for
For the Plan Year 2014 Deferral® 2015 Deferral® the Plan Year'
2014 $— $— $—
2015 — 68,119 68,119
2016 — 68,119 68,119
2017 — 56,538 56,538
Total S— $192,776 $192,776
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
(Dollars in Thousands)

Note 15 - Net Amount of Collective Deferred Inflows of Resources and Collective Deferred
Outflows of Resources Recognized in the Collective Net Pension Expense in Subsequent Years

The following presents the SDTF’s net amount of the collective deferred outflows of resources
and collective deferred inflows of resources that will be recognized in the collective pension

expense for each of the subsequent five years and in the aggregate thereafter:

Amounts Reported as Collective

For the Plan Deferred Outflows and Collective Deferred
Year Ended Inflows of Resources Recognized in
December 31, Collective Pension Expense as Follows:
2016 $225,718
2017 223,377
2018 210,364
2019 162,412
2020 —
Thereafter —

Note 16 - Average Expected Remaining Service Life

The following presents the SDTFs average of the expected remaining service lives of all
members that are provided with pensions through the pension plan (active and inactive
members) determined as of the beginning of the measurement period:

Determined at Average
Beginning of Expected Remaining
Measurement Period Service Life
2015 2.83
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Colorado Public Employees’ Retirement Association
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Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts

December 31, 2015
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Note 17 — Collective Pension Expense

Collective Pension Expense
For the Year Ended December 31, 2015

Service cost at end of year $309,351
Interest on the total pension liability 1,700,903
Current-period benefit changes —
Expensed portion of current-period differences between expected

and actual experience in the total pension liability 83,798
Expensed portion of current-period changes of assumptions or

other inputs (68,119)
Active member contributions (244,926)
Projected earnings on plan investments (1,022,405)
Expensed portion of current-period differences between projected

and actual earnings on plan investments 162,414
Administrative expense 10,779
Other (1,617)
Recognition of beginning collective deferred outflows of resources

as pension expense 47,950
Recognition of beginning collective deferred inflows of resources as

pension expense (372)
Collective pension expense $977,756
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Colorado Public Employees’ Retirement Association
State Division Trust Fund
Notes to the Schedule of Employer Allocations and Schedule of Collective Pension Amounts
December 31, 2015
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Note 18 - Components of Schedule of Collective Pension Amounts

Net Pension Liability
The collective net pension liability is the total pension liability less the fiduciary net position for
the SDTF.

Difference between Expected and Actual Experience

The difference between expected and actual experience with regard to economic and
demographic factors is amortized over a closed period equal to the average of the expected
remaining service life of active and inactive members. The first year of amortization is
recognized as pension expense with the remaining years shown as either a deferred outflow of
resources or deferred inflow of resources.

Changes of Assumptions or Other Inputs

The change in assumptions about future economic or demographic factors or other inputs is
amortized over a closed period equal to the average of the expected remaining service life of
active and inactive members. The first year of amortization is recognized as pension expense
with the remaining years shown as either a deferred outflow of resources or deferred inflow of
resources.

Net Difference between Projected and Actual Investment Earnings on Pension Plan Investments
The difference between the actual earnings on plan investments compared to the SDTF's
expected rate of return of 7.5 percent is amortized over a closed period of 5 years. The first
year of amortization is recognized as pension expense with the remaining years shown as either
a deferred outflow of resources or deferred inflow of resources.

Total Deferred Outflows of Resources Excluding Employer Specific Amounts

The total deferred outflows of resources resulting from the difference between expected and
actual experience, the changes of assumptions of other inputs, and the net difference between
projected and actual investment earnings on pension plan investments.

Total Deferred Inflows of Resources Excluding Employer Specific Amounts

The total deferred inflows of resources resulting from the difference between expected and
actual experience, the changes of assumptions of other inputs, and the net difference between
projected and actual investment earnings on pension plan investments.

Collective Pension Expense

Collective pension expense includes changes in the collective net pension liability, projected
earnings on pension plan investments, and the amortization of deferred outflows of resources
and deferred inflows of resources for the current period.
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