ERA:
RESPONSIBILITY

T Goiorado Coalition for Retirement Security



How Does PERA Work

PERA is a defined benefit plan — PERA invests all
contributions and individual contributors do not
control the amount of their contribution or where that
money Is invested.

Contributions from Employers (21.2%)
& Employees (21.4%)
+

Return on Investment (57.4%)

Benefits Paid Out (99%)
+

PERA Expenses (1%)

Percentage over 25 year average



PERA Facing A Serious Shortfall

Currently PERA has 68.5% of the funds
needed to meet its long term pension
obligations (based on actuarial
valuations)

But, PERA is doing better than its peers
and 401(k) plans



Contributions

Member contributions = 8% of your monthly salary
(10% for CBI and State Troopers)

Members do not receive social security for their public
service — this is a replacement for that program

Employer Contributions = Between 12.95% and

16.46% in 2009 depending on the organization
These contribution amounts were increased in 2006 &
2008 (AED & SAED) While this is considered an

additional amount from the employer the actual cost is
passed onto the employee in a reduced salary raise.

Current contributions will not cover the obligations




Return on Investment

We are and have been in an unprecedented global
financial crisis

Currently the assumed rate of return is 8.5%

Even with down markets in 2001, 2002, and 2008 PERA
has averaged a 9% return over the last 25 years.

In 2008 the investment portfolio lost 26% or $11
billion — which was still better than its peers (-26.8%)

or 401(k) plans (-27%)

PERA cannot invest its way to sustainability



Investment Income
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We Cannot Just Invest Our Way Out

School Division Actuarial
Projection
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Benefits

Benefits = 2.5% x Highest Average
Salary x Years of Service

2.5% Is the multiplier determined by the
legislature

Highest Average Salary is the average of the
three highest yearly salaries earned under
PERA employment divided by 12 for a
monthly benefit

Years of Service is the member’s years and
months of work for a PERA employer.



PERA Expenses

In 2008 PERA spent $289 million in
expenses (.9% of the budget)
CEM Benchmarking awarded PERA the top

honor in service compared to the other 77
national and international pension plans.

o PERA’s cost per member for operation is $57

o National average per member operation costs
IS $73



Possible Solutions

We cannot invest ourselves out of the
problem.

Current contributions alone will not solve
the problem.

We must adjust either contributions,
benefits or both.



Contributions - Possible
Solutions

There are several ways to increase
contributions

ncrease employee contributions
ncrease employer contributions

_ump sum payment from the State or
another entity like Lotto




Benefits - Possible Solutions

There are really four classes of people who
can/will receive benefits
Those already retired*

Those already in the system but not yet retired
o Vested
o Not vested

Those who have not entered the PERA system

yet

*An opinion from Ken Salazar when he was Attorney General says,
“Once a PERA member fulfills a
pension benefit and retires, t

right cannot be reduced by the General Assembly”



Benefits Possible Solutions

You can change the following for one or any
combination of the above classes:

The multiplier — currently 2.5

The way the highest average salary Is
figured — currently the avg. of 3 highest
years

The years of service required —currently the
rule of 85 = age plus years worked

The cost of living adjustment (COLA) —
currently 3% or CPI whichever is lower



The Goal for PERA

A plan that Is
Adequate
Predictable
Sustainable



What we DO NOT want

To Replace Pensions with 401k
Accounts

To Replace Pensions with a Hybrid Plan

Employees Shouldering All of the
Burden

For Colorado to Declare a Fiscal
Emergency

To Give Pension Opponents Ammunition
to Push a 401k Ballot Initiative



What we DO want

A sustainable plan
Adequate retirement income
Commitment to current promises

Plan to pay down the unfunded liability

Predictable contributions for the
employers and employees



What is PERA doing?

Listening tour in August around the
State

September 18" Board Meeting staff will
make a recommendation to the Board

October 16t Board Meeting we expect a
legislative recommendation from the
Board

Shareholder meetings in October &
November



Colorado Coalition for
Retirement Security (CCRS)

CCRS was founded in 2006 to work with PERA and the State
Legislature to address issues with PERA's defined benefit plan.
The coalition was re-activated in 2009 to help find solutions
following the market crash of 2008.

Colorado WINS

Colorado Education Association

Association of Colorado State Patrol Professionals

CASE - Colorado Association of School Executives

AFSCME — American Federation of State, County, and Municipal Employees
Friends of PERA

CAPE Retirees

DPS- Retirees

AFT — American Federation of Teachers

SEIU — Service Employees International Union

CSPERA — Colorado School and Public Employee Retirement Association



What is our coalition doing?

Trainings around the state before the
PERA listening tour.

Working with members to testify at the
listening tour.

We are working with PERA to develop
an acceptable legislative
recommendation to make PERA solvent.

Once a legislative recommendation Is
made we will ask you to help us lobby
legislators.



Our Message

Always be sure to personalize your message!

We must share the responsibility for fixing
this problem.

| have always made my contribution on
time and in full.

| am willing to pitch in to solve the problem
but cannot carry this burden alone.

This Is a serious matter - my retirement
security Is at stake.



Changing the Perception of Public
Employment Retirement Plans

Public employees don't receive social
security they only receive their retirement
plan.

The average retirement pension is $2,772
a month and the members have worked an
average of 23.2 years in public service.

PERA Is a jointly funded plan with
employees putting more money into the
plan over than last 25 years than
employers.



Economic Impact of PERA

Colorado PERA payments are a critical
source of reliable, predictable income
and provide an "automatic stabilizing
effect” on state, regional and local
economies, especially in economic
downturns. — Pacey Economics Group —
The Economic and Fiscal Impacts of
Colorado PERA, August 2009



Metro Denver Impact
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County by County Economic
Impact

CONTRIBUTINGTO COLORADO’S ECONOMY-BENEFITS PAID PER COUNTY
(For the Year Ended December 31, 2008)

Colorado PERA has a large impact on the State of
Colorado. In addition to creating jobs through the
investment of PER A trust fund dollars in many

th care benefits t

orado PERA p
Colorado PERA retirees living in Colorado, which is
3.26 times greater than the amount paid into PERA by
employer contributions. With 87 percent of Colorado
PERA retirees staying in Colorado after retirement, this

turther supports the State’s economy.




Why Keep A Defined Benefit
Plan?

There are many pluses:
Attract and retain high quality public employees

Sound income replacement for lifsy ou wonot out
your retirement

Shared responsibility through employee & employer
contributions and mandatory participation

Shared investment risk
Survivor & Disability Protection
Low costs and fees

Pensions are economic engine benefitting local business,
and promote stability in national markets, keeping
America strong.



What we need you to do!

Testify at the PERA listening tour in your
area.

Write letters to the editor of your local
paper

Help us lobby state legislators once
there Is pending legislation



For More Information

Call Ted Hollman at 303-727-8040 or
1-866-900-7965

Email Ted at Ted.Hollman@cowins.org

VIsit our website
Visit PERA's website


http://www.fixpera.org/
http://www.copera.org/

