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In order to maintain its actuarial soundness, a 
pension plan needs to do three things:

1) Carefully manage its liabilities

2) Earn its actuarially assumed rate of return

3) Receive in‐full the calculated Actuarially 
Required Contribution (ARC)
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1) Liability Management: DERP has been ) y g
exceptionally prudent here:

• No provision for automatic COLAs 
• No discretionary lifetime COLAs granted in the 

last 7 years 
• No health insurance benefit increases granted in 

the last 7 yearsthe last 7 years 
• The creation of a lower tier of benefits for new 

hireshires 
• Allowing purchase of service only at full 

actuarial cost
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1) d

2) Earnings Achieved:  Recent Economic     ) g
and Investment Performance

• Longest recession since World War II

• Gross Domestic Product (GDP) fell approximately 6% in 
both the 4th Quarter of 2008 and the 1st Quarter of 2009

• Unemployment nationally has reached 9.8%, a 26‐year 
high

• Disappearance overnight of once‐powerhouse Wall Street 
fi L h B th B St M ill L hfirms:  Lehman Brothers, Bear Stearns, Merrill Lynch
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Recent Economic and Investment Performance, cont’dRecent Economic and Investment Performance, cont d

• 2008 brought plunges in global investment markets not 
d f d d f k hwitnessed for decades ‐ ‐ worst year for stocks since the 

Great Depression

• Stock market down 37% in 2008*

• Public pension fund median decline in 2008:  25.00%**

• DERP decline in 2008:  25.05%

* St d d d P ’ 500 I d t i 2008 37 01%
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*    Standard and Poor’s 500 Index return in 2008 = ‐37.01%
**  Source:  Independent Consultant Cooperative (I.C.C.) database



1) 1
2) E i A hi d2) Earnings Achieved:

• Loss in 2008 was clearly an anomaly (see 
h t t )chart on next page)

• DERP has had positive earnings in 19 of 
l t 24last 24 years

• We have beaten the actuarial assumed 
t f t ( tl 8%) i 16 frate of return (currently 8%) in 16 of 

those 19 years.  
E ith th 2008 l f 25%• Even with the 2008 losses of 25%, our   
20‐year earnings number stands at 8.6%
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DERP Annual Returns
1985 ‐ 2008
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Public Pension Fund Survey Data
Funded Level Percentages of Plans...

h H Al d d 12/31/08A i l

91.8%
95.0%

That Have Already Reported 12/31/08 Actuarial Data

ThePublic Pension Fund Survey consists of 125 plans 
that report data.  As of September 2009, only the 12  
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90.0% shown below have reported information based on 
their 12/31/08 actuarial valuations. 
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1) Hgh451
2) sdfsd

3) Receiving the Actuarially Required Contribution 
(ARC): The ARC is calculated each year by the(ARC): The ARC is calculated each year by the 
independent Actuary, as the amount of dollars,  
expressed in terms of “percentage of payroll,” thatexpressed in terms of  percentage of payroll,  that 
is Required to be Contributed to pay for the two 
elements of a pension fund’s liabilities: 

a) the “Normal Cost” of one more year of service credit 
for all current employees andfor all current employees, and 

b) the amount needed to pay down (or “amortize”) the 
cumulative unfunded liability, if any, for already‐earned 
b fibenefits 

The City has a 40+ year history of contributing the

9

The City has a 40+ year history of contributing the 
calculated ARC.
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DENVER EMPLOYEES RETIREMENT PLAN
COMPONENTS OF THE ACTUARIAL REQUIRED CONTRIBUTION (ARC) 

2008 20092008 ‐ 2009
The chart below shows the compontents  of the ARC...Retiree Medical,  

Retirement "Normal Cost," and Amortization of the Retirement Unfunded 
Liability.  Because the Retirement Unfunded  Liability has increased 

significantly so has its corresponding amortization and thus so has the ARC
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significantly, so has its corresponding amortization, and thus so has the ARC.
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State Employees Retirement System of Illinois
% of ARC Received Annually% of ARC Received Annually

2003 ‐ 2008

Percentage ofPercentage of
Year Ended Full ARC

6/30 Contributed

2003 88.1%
2004 83.1%
2005 58.8%
2006 31.3%
2007 43.6%
2008 59.6%

As of 6/30/08, the funded position of the Illinois 
State Retirement System had fallen to 46.1%.
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Colorado PERA 
Dollar Amounts of Full ARC Not ContributedDollar Amounts of Full ARC Not Contributed

2003 ‐ 2008
CumulativeCumulative

Annual ARC ARC  Dollar
Year Ended Dollar Amount Amount Not

12/31 Not Contributed Contributed

2003 $236,200,000 $236,200,000
2004 $453,900,000 $690,100,000
2005 $553,200,000 $1,243,300,000
2006 $364,900,000 $1,608,200,000
2007 $442,200,000 $2,050,400,000
2008 $361,600,000 $2,412,000,000

The above amounts are summary amounts for all Colorado PERA 
divisions.  By year, the percent of  total ARC contributed, on a y y , p ,
combined basis, ranged from a low of 49% in 2005 to a high of 
69% in 2003.
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Colorado PERA 
/ / d d12/31/08 Funded Position

Relative Size Funded
Division Within PERA Position*

S h l Di i i 55% 70 1%Schools Division 55% 70.1%
State Division 37% 67.9%
Local Governments 7% 76.4%
Judicial Division 1% 80.2%

Total Colorado PERA 100% 69.8%

* F d d iti h b d A t i l V l f A t (AVA)*  Funded positions shown are based on Actuarial Value of Assets (AVA).
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Colorado PERA 
/ / d d12/31/08 Funded Positions

* F d d iti h b d t i l l f t*  Funded positions shown are based on actuarial value of assets.
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35.0% Public Pension Fund Survey Data
Social Security‐Eligible Plans

25.0%

30.0% Employer Contribution Rates
Information Available as of 9/1/09

Of the 91 Social Security‐Eligible Plans reporting, DERP's 8.5% employer contributon  is  
fiftieth just fourplaces below the 9% median The majority of these plans have 6/30

15.0%

20.0%

fiftieth, just four places below the 9% median.  The majority of these plans have 6/30 
year ends, and the contribution impacts of the drop in market level values is therefore 
mostly not yet shown. 
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Public Pension Fund Survey Data
Social Security‐Eligible Plans
Employee Contribution Rates

12.0%

p oyee Co t but o ates
Information Available as of 9/1/09

Of the 89 Social Security‐Eligible Plans reporting, DERP's 2.5% employee contributon  is fifteenth 
f th b tt Th di l t ib ti f thi i 5 1% T l l till

8.0%

10.0% from the bottom.  The median employee contributionof this group is 5.1%.  Twelve plans are still 
non‐contributory.  The majority of these plans have 6/30 year ends, and the contribution impacts of 
the drop in market values is therefore mostly not yet shown.  

5.1%

4 0%

6.0% Median

2.5%

2.0%

4.0%
DERPDERP

0.0%

LA
 C
ou

nt
y 
ER
S

M
in
ne
ap
ol
is
 E
RF

Sa
n 
Di
eg
o 
Co

un
ty

Ar
iz
on

a 
SR
S

Rh
od

e 
Is
la
nd

 ER
S

W
as
hi
ng
to
n 
LE
O
FF
 P
lan

 2
N
ew

 Je
rs
ey
 P
ol
ic
e 
& 
Fir
e

Co
nt
ra
 C
os
ta
 C
ou
nt
y

Ci
ty
 o
f A

us
tin

 E
RS

N
ew

 M
ex
ic
o 
Te
ac
he
rs

N
eb
ra
sk
a 
Sc
ho

ol
s

N
or
th
 D
ak
ot
a 
Te
ac
he
rs

Pu
bl
ic 
Sa
fe
ty
 P
er
so
nn
el

Al
as
ka
 P
ER
S

Fr
an
ci
sc
o 
Ci
ty
 &

 C
ou
nt
y

va
ni
a 
Sc
ho
ol
 Em

pl
oy
ee
s

N
ew

 M
ex
ic
o 
PE
RF

M
is
si
ss
ip
pi
 P
ER
S

M
on

ta
na

 T
ea
ch
er
s

O
kl
ah
om

a 
Te
ac
he
rs

M
on

ta
na

 P
ER
S

Te
xa
s 
Co

un
ty
 &

 D
ist
ric
t

So
ut
h 
Ca
ro
lin
a 
Po
lic
e

So
ut
h 
Ca
ro
lin
a 
RS

Id
ah
o 
PE
RS

Pe
nn

sy
lv
an
ia
 S
ta
te
 E
RS

Ca
lif
or
ni
a 
PE
RF

M
in
ne
so
ta
 P
ER
F

M
is
so
ur
i P
EE
RS

ro
lin

a 
Lo
ca
l G

ov
er
nm

en
t

er
s 
an
d 
St
at
e 
Em

pl
oy
ee
s

Rh
od

e 
Is
la
nd

 M
un
ic
ip
al

So
ut
h 
Da
ko
ta
 P
ER
S

Te
xa
s 
ER
S

Te
xa
s 
M
un

ic
ip
al

W
as
hi
ng
to
n 
PE
RS
 1

W
es
t V

irg
in
ia
 T
ea
ch
er
s

om
in
g 
Pu
bl
ic
 Em

pl
oy
ee
s

M
ai
ne

 L
oc
al

M
in
ne
so
ta
 T
ea
ch
er
s

Du
lu
th
 T
ea
ch
er
s

St
. P

au
l T
ea
ch
er
s

er
m
on

t S
ta
te
 E
m
pl
oy
ee
s

Al
ab
am

a 
Te
ac
he
rs

Al
ab
am

a 
ER
S

Ph
oe
ni
x 
ER
S

Ge
or
gi
a 
Te
ac
he
rs

Ke
nt
uc
ky
 E
RS

Ke
nt
uc
ky
 C
ou

nt
y

Lo
ui
s 
Sc
ho
ol
 Em

pl
oy
ee
s

sh
ire

 R
et
ire
m
en
t S
ys
te
m

N
ew

 Je
rs
ey
 T
ea
ch
er
s

N
ew

 Je
rs
ey
 P
ER
S

TN
 P
ol
iti
ca
l S
ub
di
vi
sio
ns

gi
ni
a 
Re
tir
em

en
t S
ys
te
m

ns
in
 R
et
ire
m
en
t S
ys
te
m

Ill
in
oi
s 
M
un
ici
pa
l

W
es
t V

irg
in
ia
 P
ER
S

ne
so
ta
 S
ta
te
 E
m
pl
oy
ee
s

Ill
in
oi
s 
SE
RS

Ka
ns
as
 P
ER
S

M
ar
yl
an
d 
PE
RS

M
ar
yl
an
d 
Te
ac
he
rs

M
ic
hi
ga
n 
Pu
bl
ic
 Sc
ho
ol
s

N
or
th
 D
ak
ot
a 
PE
RS

Fa
irf
ax
 C
ou

nt
y 
Sc
ho
ol
s

Io
w
a 
PE
RS

O
kl
ah
om

a 
PE
RS

Ve
rm

on
t T
ea
ch
er
s

la
w
ar
e 
St
at
e 
Em

pl
oy
ee
s

In
di
an
a 
PE
RF

In
di
an
a 
Te
ac
he
rs

N
Y 
St
at
e 
&
 L
oc
al
 E
RS

N
ew

 Y
or
k 
Ci
ty
 E
RS

De
nv
er
 E
m
pl
oy
ee
s

Ge
or
gi
a 
ER
S

hi
ng
to
n 
Te
ac
he
rs
 P
la
n 
1

Co
nn

ec
tic
ut
 S
ER
S

Fl
or
id
a 
RS

M
ic
hi
ga
n 
SE
RS

is
so
ur
i S
ta
te
 E
m
pl
oy
ee
s

DO
T 
an
d 
Hi
gh
w
ay
 P
at
ro
l

M
is
so
ur
i L
oc
al

at
e 
&
 L
oc
al
 P
ol
ice

 &
 F
ire

O
re
go
n 
PE
RS

TN
 S
ta
te
 a
nd

 T
ea
ch
er
s

Te
xa
s 
LE
CO

S
Ut
ah

 N
on

co
nt
rib
ut
or
y

W
as
hi
ng
to
n 
LE
O
FF
 P
lan

 1

17

W N

Ar
iz
on

a 

Sa
n 

Pe
nn

sy
l

N
or
th
 C
a r

N
or
th
 C
ar
ol
in
a 
Te
ac
he

W
yo Ve St
. 

N
ew

 H
am

ps T
Vi
rg

W
is
co

M
in

M

De
l

W
as
h

M
M
is
so
ur
i 

N
Y 
St
a

W



Denver/Colorado Public Pension Contribution Rates

Social Sec rit E empt

All these contribution rates are before the impact of 2008 investment results.  
They will probably all be going up.  

11.2%

12.0%
12.0%

14.0%
Social Security‐Exempt 

Social Security‐Eligible

8.0%

6.0%

8.5%
8.0% 8.0% 8.0%

6.0%

8.0%

10.0%
Social Security Eligible

5.5% 5.5%

2.5%

%

4.0%

6.0%

0.0%

2.0%

Colorado PERA Denver Public 
Schools

FPPA Aurora Colorado Springs DERP
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